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  How Do We Measure Economic Freedom? 
See page 475 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2013 data unless otherwise noted.
Data compiled as of September 2014.

Quick Facts
Population: 80.8 million
GDP (PPP): $3.2 trillion
0.5% growth in 2013
5-year compound annual growth 0.7%
$40,007 per capita
Unemployment: 5.3%
Inflation (CPI): 1.6%
FDI Inflow: $26.7 billion
Public Debt: 78.1% of GDP
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Germany’s economic freedom score is 73.8, making its econ-
omy the 16th freest in the 2015 Index. Its overall score is 

up by 0.4 point from last year, with improvements in the man-
agement of public spending and labor freedom outweighing 
declines in freedom from corruption and business freedom. 
Germany is ranked 7th out of 43 countries in the Europe 
region, and its score exceeds the world and regional averages.

Germany has achieved its highest score ever in the 2015 Index. 
Since 2011, a 2.0-point increase in economic freedom has been 
led by marked improvements in labor freedom and in policy 
areas related to market openness. Overall, economic freedom 
has increased in five of the 10 measured categories.

Germany’s judicial system, independent and free of corrup-
tion, enforces contracts reliably. Openness to global trade and 
investment has enabled Germany to become one of the world’s 
most competitive and flexible economies. The government 
has held firm to policies emphasizing sound public finance, 
keeping spending under control through deficit-cutting mea-
sures. In response to changing economic conditions, employ-
ers and workers have worked to adjust wages and work hours.

BACKGROUND: Chancellor Angela Merkel’s Christian Dem-
ocratic Union won the biggest share of the national vote in 
the September 2013 election, but its coalition partner, the 
economically liberal Free Democratic Party, is no longer in 
the Bundestag. In December 2013, Merkel’s party reached an 
agreement with the Social Democratic Party to form a coali-
tion government. Economic reforms remain stalled, with 
most policy attention focused on rescuing the euro. Germany 
has funded the lion’s share of large rescue packages for fel-
low eurozone members. Its industrialized economy, the larg-
est in Europe, is well integrated into the global marketplace 
and generates average per capita incomes that are among the 
world’s highest. Germany has one of Europe’s lowest unem-
ployment rates, and shortages of skilled labor may be develop-
ing. Germany remains, both politically and economically, the 
most influential nation in the EU.
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THE TEN ECONOMIC FREEDOMS

Although government transparency is high and anti-corruption measures are enforced effec-
tively, the auto industry, construction, and public contracting, in conjunction with question-
able political party influence and party donations, are areas of continuing concern. Property 
owned by foreigners is fully protected under German law, and secured interests in both chattel 
and real property are recognized and enforced.

The regulatory regime supports innovative business formation and operation. Starting a busi-
ness takes nine procedures and costs about 9 percent of the level of average annual income. 
Labor regulations are rigid, with broad wage settlements and high unionization. Monetary sta-
bility is well maintained, although the government uses a surcharge on monthly electricity bills 
to subsidize the cost of renewable power generation.

EU members have a 1.0 percent average tariff rate. Although some non-tariff barriers exist, the 
EU is relatively open to external trade. Germany generally applies the same rules to foreign and 
domestic investment. The competitive financial sector remains dynamic and well developed, 
offering a full range of financing options. Despite consolidation, the traditional three-tiered 
system of private, public, and cooperative banks is intact.

Germany’s top individual income tax rate is 47.5 percent, and its top corporate tax rate is 15.8 
percent. Other taxes include a value-added tax and a capital gains tax. The overall tax burden 
equals 37.6 percent of domestic output. Government expenditures are equivalent to 44.7 per-
cent of gross domestic product, and public debt is equal to 75 percent of domestic output.
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