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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: 2.8 million
GDP (PPP): $15.2 billion
12.3% growth in 2012
5-year compound annual growth 8.6%
$5,372 per capita
Unemployment: 6.8%
Inflation (CPI): 15.0%
FDI Inflow: $4.5 billion
Public Debt: 41.3% of GDP 
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Mongolia’s economic freedom score is 58.9, making its 
economy the 97th freest in the 2014 Index. Its overall 

score is 2.8 points lower than last year, with deteriorations in 
the control of government spending, trade freedom, and mon-
etary freedom outweighing small improvements in business 
freedom and labor freedom. Mongolia is ranked 19th out of 
42 countries in the Asia–Pacific region, and its overall score is 
above the regional average.

Over the 20-year history of the Index, Mongolia has advanced 
its economic freedom score by over 11 points. Despite ups and 
downs, its relatively broad-based overall score improvement 
has been facilitated by advancements in seven of the 10 eco-
nomic freedoms including monetary freedom, fiscal freedom, 
and trade freedom. The rule of law has lagged, however. Once 
considered a “repressed” economy, Mongolia had risen to 
“moderately free” before falling back this year.

Despite notable strides made over the past decade, the 
momentum for deeper institutional reform has largely stalled. 
Prospects for enhancing economic freedom remain curtailed 
by a lack of institutional commitment to strong protection 
of property rights and by ineffectiveness in fighting corrup-
tion. The judicial framework remains vulnerable to political 
interference.

BACKGROUND: Mongolia’s transition from a Soviet Socialist 
Republic to democracy has been characterized by the gradual 
introduction of political and free-market reforms. Despite 
political tensions, the country has enjoyed relative stability in 
recent years. Tsakhiagiin Elbegdorj, whose Democratic Party 
coalition controls parliament, was re-elected to a second and 
final term as president in June 2013. Agriculture and min-
ing are the most important sectors of the economy, although 
tourism and construction are growing in importance. With its 
abundant mineral resources attracting foreign investment, 
Mongolia has become one of the world’s fastest-growing econ-
omies. While improving overall relations with the U.S., Japan, 
and South Korea, it has also sought to strengthen ties with 
Russia and China.
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THE TEN ECONOMIC FREEDOMS

The top individual income tax rate is 10 percent, and the top corporate tax rate is 25 percent. 
Other taxes include a value-added tax (VAT) and an excise tax. The overall tax burden is 33.1 
percent of gross domestic income. Government expenditures equal 45 percent of GDP, and 
public debt stood at 41 percent of gross domestic income in the most recent year. The govern-
ment receives substantial revenues from the growing mining sector.

Despite some progress in modernizing the regulatory framework, time-consuming and costly 
requirements continue to reduce overall regulatory efficiency. The labor market remains inef-
ficient, and chronic unemployment and underemployment continue. At the end of 2012, the 
IMF noted a steady erosion of fiscal discipline as the government increased spending on sub-
sidies such as costly universal cash transfers.

Mongolia has a 5.1 percent average tariff rate. It is costly and time-consuming to import goods. 
The “Strategic Entities Foreign Investment Law,” enacted in 2012, limits investment in stra-
tegic industries. The financial system has undergone rigorous modernization. Weathering the 
strain caused by the global financial turmoil, the banking sector has stabilized.

Corruption is viewed as pervasive. Graft is endemic, and weak institutions do not enforce anti-
corruption measures effectively. The judiciary is independent but inefficient and vulnerable 
to political interference. Corruption persists among judges. Property and contractual rights 
are recognized, but enforcement is weak. The government lacks the capacity to enforce intel-
lectual property rights laws.
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