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  How Do We Measure Economic Freedom? 
See page 467 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2014 data unless otherwise noted.
Data compiled as of September 2015.

Quick Facts

BACKGROUND: Chancellor Angela Merkel’s Christian Demo-
cratic Union won the biggest share of the national vote in the 
September 2013 election, but its economically liberal coali-
tion partner, the Free Democratic Party, is no longer in the 
Bundestag. In December 2013, Merkel’s party formed a new 
coalition government with the Social Democratic Party. Eco-
nomic reforms remain stalled, with most policy attention 
focused on rescuing the euro. Germany has funded the lion’s 
share of large rescue packages for fellow eurozone members. 
Its industrialized economy, which is Europe’s largest and well 
integrated into the global marketplace, generates average per 
capita incomes that are among the world’s highest. Growth 
has slowed, but Germany’s unemployment rate is still one of 
Europe’s lowest. Germany remains, both politically and eco-
nomically, the most influential nation in the EU.

Population: 81.1 million
GDP (PPP): $3.7 trillion
1.6% growth in 2014
5-year compound annual growth 2.0%
$45,888 per capita
Unemployment: 5.0%
Inflation (CPI): 0.8%
FDI Inflow: $1.8 billion
Public Debt: 73.1% of GDP
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Germany’s economy has been resilient in the face of 
global economic uncertainty. The government has 

held firm to sound public finance, and deficit-cutting 
efforts have kept public spending under control. Earlier 
labor market reforms that raised working-hour flexibil-
ity and reduced structural unemployment have helped to 
sustain the relatively robust job market.

ECONOMIC FREEDOM SNAPSHOT
• 2016 Economic Freedom Score: 74.4 (up 0.6 point)
• Economic Freedom Status: Mostly Free
• Global Ranking: 17th
• Regional Ranking: 8th in Europe
• Notable Successes: Rule of Law and Open Markets
• Concerns: Fiscal Freedom and Labor Freedom
• Overall Score Change Since 2012: +3.4

Germany’s commitment to regulatory efficiency and 
open-market policies continues to be bolstered by the 
effective protection of property rights. The rule of law is 
well maintained, and a strong tradition of minimal toler-
ance for corruption is firmly institutionalized.

World Rank: 17 Regional Rank: 8

GERMANY
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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 continued concern. The law fully 
protects property owned by foreigners, and secured interests in both chattel and real property 
are recognized and enforced.

The regulatory regime aids dynamic business formation. No minimum capital is required to 
launch a new business. The labor market functions well, and employers and workers have 
worked cooperatively in response to the changing economic environment. The government 
has cut subsidies for renewable energy sources but maintains price controls in other economic 
sectors, such as rental housing.

EU members have a 1 percent average tariff rate. Trade agreements are currently being negoti-
ated with countries that include the United States and Japan. Foreign and domestic investors 
are generally treated equally under the law. The financial sector, competitive and largely stable, 
offers a full range of services. The traditional three-tiered system of private, public, and coop-
erative banks remains intact.

The top individual income tax rate is 45 percent. The federal corporate tax rate is 15.8 percent 
(15 percent plus a 5.5 percent solidarity surtax). Other taxes include a value-added tax and a 
capital gains tax. The overall tax burden equals 36.7 percent of GDP. Government spending 
amounts to 44.3 percent of GDP. Public debt equals approximately 73 percent of GDP, but the 
fiscal balance is in surplus.
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