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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: 46.2 million
GDP (PPP): $1.4 trillion
–1.4% growth in 2012
5-year compound annual growth –0.8%
$30,557 per capita
Unemployment: 25.0%
Inflation (CPI): 2.4%
FDI Inflow: $27.7 billion
Public Debt: 84.1% of GDP
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Spain’s economic freedom score is 67.2, making its economy 
the 49th freest in the 2014 Index. Its score is 0.8 point lower 

than last year due to declines in the management of govern-
ment spending, business freedom, and labor freedom that 
outweigh small improvements in trade freedom and freedom 
from corruption. Spain is ranked 22nd out of 43 countries in 
the Europe region.

Over the 20-year history of the Index, Spain has improved its 
economic freedom score by 4.4 points. Almost all of the 10 
economic freedoms have shown some improvement, with the 
greatest gains in the areas of market openness and freedom 
from corruption. Regulatory efficiency and the rule of law 
have been relatively well maintained.

Modest long-term gains, however, mask the erratic path of 
Spain’s economic freedom over the past two decades. Still 
ranked “moderately free” and recording its second low-
est economic freedom score in 10 years, Spain continues to 
score below the world averages in fiscal freedom, government 
spending, and labor freedom.

BACKGROUND: The burst of a housing-market bubble in 
2008 meant that the global economic crisis hit Spain hard. 
Actions taken by the Spanish Socialist Workers Party, then 
in power, made the economic situation worse. The conserva-
tive Popular Party, led by Mariano Rajoy, won the November 
2011 election and has since introduced the largest budget defi-
cit–reduction plan in Spain’s history. Good progress has been 
made toward the EU standard of 3 percent of GDP, although 
the government is not there yet. In 2012, Spain received a 
€41 billion loan from the EU to bail out its banking sector. 
Thanks to high unemployment, emigration is also a long-
term problem. In 2013, Spain appears to have pulled out of 
its double-dip recession, but growth remains low. Spain’s 
steadily increasing unemployment rate stands at 27 percent, 
and youth unemployment stands at an estimated 55 percent.
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THE TEN ECONOMIC FREEDOMS

In recent years, increased incidents of political corruption and the downturn in the economy 
have exposed the relations between politicians and construction magnates that fed a disas-
trous housing bubble. The judiciary is independent in practice, but bureaucratic obstacles are 
significant. Contracts are secure, although enforcement is very slow. Patent, copyright, and 
trademark laws approximate or exceed EU levels of IPR protection.

Incorporating a business takes 10 procedures and about three weeks, but completing licensing 
requirements takes over seven months and costs more than the level of average annual income. 
Labor regulations remain largely inflexible hindering job growth in the private sector. The 
government has scaled back once-generous solar-energy subsidies that have contributed to a 
massive public debt burden.

EU members have a low 1.1 percent average tariff rate and, in general, few non-tariff barriers to 
trade. Spain has few restrictions on foreign investment. With the banking sector under growing 
strain since 2012, the overall stability of the financial system has deteriorated. Savings banks 
have been under severe pressure. The overall cost of the bailout for troubled banks has been 
substantial.

The top individual income tax rate is 52 percent, and the top corporate tax rate is 30 percent. 
Other taxes include a value-added tax (VAT) and a capital gains tax. The overall tax burden 
amounts to 31.6 percent of the domestic economy. Public expenditures are 45 percent of gross 
domestic income. Government debt is now equal to over 80 percent of GDP. Public finances 
continue to feel pressure from bailouts of the financial sector and high unemployment.
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