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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: 5.6 million
GDP (PPP): $48.9 billion
11.0% growth in 2012
5-year compound annual growth 11.1%
$8,718 per capita
Unemployment: n/a
Inflation (CPI): 4.9%
FDI Inflow: $3.2 billion
Public Debt: 15.8% of GDP
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Turkmenistan’s economic freedom score is 42.2, making its 
economy the 171st freest in the 2014 Index. Its score is 0.4 

point lower than last year due to declines in freedom from 
corruption and monetary freedom. Turkmenistan is ranked 
41st out of 42 countries in the Asia–Pacific region, and its 
overall score is significantly lower than the world and regional 
averages.

Turkmenistan’s economic freedom was first assessed in the 
1998 Index, and its score has advanced since then by about 7 
points. Its overall score increase, driven by very large gains in 
monetary freedom, trade freedom, and fiscal freedom, masks 
significant declines in business freedom, investment freedom, 
and the protection of property rights.

Charting a downward path of economic freedom in recent 
years, Turkmenistan continues to be mired in the ranks of 
the “repressed” economies. Reforms intended to improve the 
business and investment climates have been largely under-
mined in practice. The economy remains heavily reliant on 
the energy sector, which is dominated by state-owned enter-
prises and firms specifically chosen by the government for 
investment. Corruption continues to erode the business envi-
ronment, severely undermining the rule of law and encourag-
ing cronyism.

BACKGROUND: President Gurbanguly Berdymukhamme-
dov was re-elected in February 2012 in elections regarded as 
flawed by international observers. The presidency controls 
all three branches of government, the economy, social servic-
es, and the mass media. Berdymukhammedov’s policies are 
somewhat more open than those of his predecessor, Saparmu-
rad Niyazov (Turkmenbashi), but the government still tends 
toward isolationism. Berdymukhammedov has encouraged 
some foreign investment in the energy sector, especially from 
Russia, China, and Iran. Turkmenistan boasts the world’s fifth 
largest natural gas reserves and has signed a deal to supply 
Afghanistan, India, and Pakistan with gas through the 1,000-
mile TAPI pipeline.
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THE TEN ECONOMIC FREEDOMS

Corruption is widespread, with public officials often forced to bribe their way into their posi-
tions. The judicial system is subservient to the president, who appoints and removes judges 
without legislative review. The legal system does not enforce contracts and property rights 
effectively. Laws are poorly developed, and judges are poorly trained and open to bribery. All 
land is owned by the government, and other ownership rights are limited.

The regulatory system is highly arbitrary, and enforcement is inconsistent. Personal relations 
with government officials are often required to cut through red tape. The public sector pro-
vides most jobs, and the informal sector remains an important source of employment. Although 
some were reduced in 2013, state subsidies for fuel and food as a percentage of GDP are still 
among the highest in the world.

The most recently reported average tariff rate was 2.9 percent. Slow customs procedures 
impede trade, and the government does not allow people to import cars that are more than 
five years old. State-owned enterprises dominate several sectors of the economy. The financial 
system remains heavily government-controlled, and the flow of financial resources is severely 
restricted. The private sector’s access to credit is very limited.

The top individual income tax rate is a flat 10 percent, and the top corporate tax rate is 8 per-
cent. A 20 percent rate applies to legal entities with foreign participation. Other taxes include 
a value-added tax (VAT) and a property tax. The overall tax burden equals 17.8 percent of gross 
domestic income. Public expenditures are 15 percent of GDP. Public debt has been rising but is 
a modest 16 percent of gross domestic output.
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