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Abstract:
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1. COUNTRY PROFILE AND BACKGROUND1

Population: 2.5 million (2003)
Capital: Ulaanbaatar (with one third of 
the country's population)
Ethnicities: Mongol 90%, Kazakh 4%, 
Chinese 2%, Russian 2%, other 2%
Religions: Predominantly Tibetan 
Buddhist, Muslim 4%
Language: Khalkha Mongol 90%, Turkic, 
Russian, Chinese
GDP Growth: 10.50 % (2004)
GDP Per Capita €: 670 (2004)
Currency: 1 Tughrik (Tug) = 100 
Mongos
Human Development Index: 114th rank (2005)

Mongolia is a landlocked Central Asian republic, sharing borders with China and Russia. It 
became independent from China in 1921, and spent 70 years as a satellite state of the Soviet 
Union. In 1921 the Mongolian People's Party (from 1925 the Mongolian People's 
Revolutionary Party, MPRP) took power with the backing of the Soviet Union, and in 1924 
Mongolia became a republic. The MPRP was the only party permitted until 1990. It was 
heavily influenced by the Communist Party of the Soviet Union and modelled Mongolia's 
political and economic systems on those of the USSR. There was some degree of instability 
during the first two decades of communist rule in Mongolia, but no significant popular unrest 
until December 1989. The collectivisation of animal husbandry, the introduction of 
agriculture and the extension of fixed abodes were all carried out without notable or 
widespread opposition. A period of relative liberalisation then took place, in parallel with the 
years of perestroika and glasnost in the Soviet Union. However, as in the USSR, the 
Communist regime was overtaken by events, and the country had become a nascent multi-
party democracy by the early-1990s. A new constitution was drafted in 1992.

Mongolia’s transition to market economy has led to many political and economic reforms -
notably the rapid creation of a parliamentary democracy, the establishment of a legal and 
regulatory framework for private sector development, the privatization of one of the strictest 
state-run economies of the Soviet era, and the relatively good performance of successive 
governments in maintaining macro-stability. However, economic growth has been 
insufficient to impact on the high level of poverty that emerged as a result of the transition 
shock: poverty rates remain unacceptably high, with more than one-third of the population 
living below the internationally accepted "poverty line". 

  
1 Data: World Markets Research  Centre, Country Analysis: Mongolia, 04 January 2006
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2. POLITICAL ENVIRONMENT2

2.1 Political Structure

For administrative purposes, the country is divided into 18 aimags (provinces) and 3 
autonomous cities (Ulaanbaatar, Darhan, and Erdenet). Mongolia is a multi-party, 
parliamentary democratic republic. Presidential and Parliamentary elections take place once 
every four years.

Executive: Power is divided between a President, elected through a popular vote, and a 
Prime Minister. The president is the head of state and commander-in-chief of the armed 
forces. Although the president has the power to veto any legislation that fails to achieve a 
two-thirds parliamentary majority, ultimate power rests with the 76-seat legislature, with the 
cabinet representing its dominant force.

Legislature: Supreme legislative power is vested in the 76-member Ikh Khural (State Great 
Khural), to which lawmakers are elected for four-year terms. The Ikh Khural recognises the 
president on his election, and appoints the prime minister, subject to the President's 
agreement, as well as members of the cabinet, which is the highest executive body.

Judicial: Mongolia's Supreme Court serves as an appellate court for people and provincial 
courts, although it rarely overturns lower courts' verdicts. Judges are nominated by the 
General Council of Courts and approved by the president. The Constitutional Court is 
empowered to supervise the implementation of the Constitution, and makes judgments 
regarding violation of its provisions.

2.2 Major Political Parties and Players3

Mongolian People's Revolutionary Party (MPRP): Former Communists who surged to 
power in 2000, claiming 72 of the State Great Khural's 76 seats. Under Nambaryn 
Enkhbayar, the party shifted from being a communist political organisation to a centre-left 
party modelled on British PM Tony Blair's 'New Labour' ethos. The MPRP obtained 38 seats 
in the 2004 elections (falling from 72) but remained the largest political party and its leader, 
Mr. Enkhbayar , won the presidential election in 2005. The current party chairman is former 
mayor of Ulaan Baatar, Miyeegombo Enkhbold . 

Motherland Democratic Coalition (MDC): A coalition of Mongolia's three most influential
opposition parties: The Democratic Party (DP), the Mongolian New Democratic Socialist 
Party (MNDSP) and the Civil Will-Republican Party (CWRP). The factions joined together 
in early-2004, in an effort to present a united front against the seemingly unbeatable ruling 
party, but disbanded again in the aftermath of the 2004 elections. They won respectively 28 
seats (DP), 7 seats (MNDSP) and 1 seat (CWRP). The former Mongolian National 
Democratic Party (MNDP) and the Mongolian Democratic Socialist Party (MDSP) had 
formed a governing coalition under the title of the Democratic Coalition (DC) during their 
stint in office between 1996 and 2000.

  
2 World Markets Research  Centre, Country Analysis: Mongolia, 04 January 2006
3 World Markets Research  Centre, Country Analysis: Mongolia, 04 January 2006 and
The Economist Intelligence Unit, Mongolia, Country Profile 2005
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The President, Nambaryn Enkhbayar, was elected in May 2005 and polled 53.4 % of the 
votes. Until then, he was the parliamentary speaker. He has been chairman of the MPRP 
since 1997 and was prime minister in 2000-04. Mr Enkhbayar was a former official of the 
Writers' Union and minister of culture in 1992-96. Within his party he is regarded as a 
moderniser.

The Prime Minister, Tsakhiagiin Elbegdorj, a former journalist, was a leader of the 
democratic movement from 1989 and a member of parliament (MP) from 1990-95 and 1996-
2000. He was leader of the former Democratic Coalition (DC) in the State Great Khural (the 
legislature) in 1996-2000 and served briefly as prime minister in 1998. He lost his 
parliamentary seat in the 2000 election and went on to complete a degree in state 
administration at Harvard University in 2002. According to an agreement between the 
Motherland-Democratic Coalition (MDC) and the Mongolian People's Revolutionary Party 
(MPRP) in August 2004, he must retire as prime minister in 2006. Because of political events 
(see chap. 2.3) he lost his post on 24 January 2006

Radnaasumberliin Gonchigdorj MP and leader of the Democratic Party (DP) from March 
2005 following a power struggle with his predecessor, Mendsaikhany Enkhsaikhan. A former 
lecturer, he was the leader of the Mongolian Social Democratic Party (MSDP) in 1994-2000 
when the MSDP merged with other parties to form the Democratic Party. He was an MP in 
1990-2000, and deputy speaker and vice-president in 1990-92.

The Chairman of State Great Khural, Tsend Nyamdorj, previously served as a deputy 
minister of justice, before going on to become a three-term lawmaker and minister of justice 
and internal affairs.

2.3 Political Developments4

2000
In early 2000 some MNDP (Mongolian National Democratic Party) members left the 
Democratic Coalition (DC), party to form two new parties, and the MDSP (Mongolian 
Democratic Socialist Party) split from the DC to fight the 2000 election independently. The 
MPRP (Mongolian People's Revolutionary Party), campaigning as the party of unity and 
experience, won 72 of the 76 seats, and its leader, Mr Enkhbayar, formed a government in 
July 2000. Mr Enkhbayar's government, which includes some parliamentary representatives, 
had seemed in jeopardy when the Constitutional Court ruled against the December 1999 
constitutional amendments that allowed parliamentary representatives to serve in 
government. The then president, Mr Bagabandi, had initially sided with the Constitutional 
Court, but gave his approval to the amendments in May 2001 after winning a second 
presidential term as the MPRP candidate. The government remained stable and Mr 
Enkhbayar was popular to the end of his term in June 2004

2001 - 2004
2001: The president, Natsagiin Bagabandi (MPRP), wins a second term of office in May. He 
signs constitutional amendments to allow parliamentary representatives to serve in the 
government.

  
4 The Economist Intelligence Unit, Mongolia, Country Profile 2005
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2002: The Civil Courage Party merges with the Republican Party to form the Civil Will-
Republican Party (CWRP) in February. Its leader, Sanjaasurengiin Oyun, unsuccessfully 
opposes legislation to privatise land in July. 
2003: The Democratic Party (DP) appoints Mendsaikhany Enkhsaikhan as chairman, 
replacing Dambyn Dorligjav, who faces charges of corruption. The CWRP splits, as the 
Republican faction opposes plans to co-operate with other parties in the next parliamentary 
election.
2004: Mongolia gets its first coalition government
In early 2004 the DP joined forces with the Civil Will-Republican Party (CWRP) and the 
Mongolian New Democratic Socialist Party (MNDSP) to form the Motherland-Democratic 
Coalition (MDC) to fight the June 2004 parliamentary election. Although the MPRP was 
expected to win, neither it nor the MDC, the main challenger, secured sufficient seats to form 
a government. The impasse was resolved in August when the MPRP and the MDC agreed to 
share power and form a government under the leadership of Mr.Elbegdorj (MDC). However, 
this government was put in jeopardy when the MNDSP withdrew from the MDC in 
December 2004 in a disagreement over 2005 presidential election, and the DP became deeply 
divided owing to a leadership struggle. 

2005 -2006
In early 2005 most DP parliamentary representatives join with the MPRP to form a 62-strong 
caucus. The outgoing president, Natsagiin Bagabandi, attacks the MPRP caucus and the 
government at the opening of the State Great Khural in April. 

Mr Enkhbayar wins the 2005 presidential election
Despite the party divisions, the presidential election went ahead as planned on 22 May 2005. 
Nambaryn Enkhbayar, the Prime Minister and candidate of the MPRP, polled 53.4% of the 
900,000 votes cast, so there was no need for a second round of voting. His main rival, 
Mendsaikhany Enkhsaikhan of the DP, polled just 19.7%. Although the president's role is 
supposed to be largely ceremonial, the deep divisions in the current parliament may give 
Enkhbayar considerable influence. 

Mongolia: Presidential Election, 20055

Candidate (Party) % of vote
Nambaryn Enkhbayar (MPRP) 53.4
Mendsaikhany Enkhsaikhan (MDP) 19.7
Bazarsadin Jargalsaikhan (RP) 13.9
Badarch Erdenebat 11.4

Mongolia faces political crisis6

On 11 January 2006 all Mongolian People's Revolutionary Party (MPRP) ministers withdrew 
from what had been a fragile coalition government to protest the state of the economy and 
Parliament dissolved the Government on January 13th. The MPRP chairman said his party 
had made the decision due to a slowdown in economic growth and increasing inflation. It 
may have been encouraged by the collapse of the MDC and therefore the loss of influence of 
its coalition partners.

  
5 World Markets Research  Centre, Country Analysis: Mongolia, 04 January 2006
6 BBC News: http;//newsvote.bbc.co.uk/mpapps/pagetools/prints/news.bbc.co.uk/1/hi/world
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Mr. Gonchigdorj leader of the DP accused the MPRP ministers of resigning because the 
party's alleged corruption was about to be discussed by parliament. The MPRP now wants to 
form a new government with minor party members, according to reports. However, the DP 
and CWRP rejected calls on 19 January to join a proposed "Government of national unity" 
and instead plan to set up what would be the first country's shadow cabinet. The leader of the 
CWRP, Mr.S.Oyun, has declared that a stronger opposition would be good for parliament. It 
would certainly clarify party policies and offer a clearer political alternative. 

In view of those events , and beside calling new elections, two alternatives were open : either 
PM Tsakhiagiin Elbegdorj, from the DP, finds a stable, alternative support to form a new 
government . Or the MPRP pushes its own chairman and former mayor of Ulaan Bator, 
Miyeegombo Enkhbold, as its choice for Prime Minister. As the MPRP controls half of the 
seats in parliament it needs only limited support to set up a new government without going 
through elections. This second option was chosen by the Mongolian parliament: Mr 
Enkhbold was officially approved as prime Minister by President Nambayar Enkhbayar on 
24th January 2006, as well as by the majority of the parliament.

3. SOCIO-ECONOMIC ENVIRONMENT

3.1 Economic Situation

Basic Data7 2001 2002 2003 2004 2005
GDP Growth % 0.95 3.95 5.00 10.50 7.90
GDP Per Capita US$ 419.73 450.71 479.89 559.59 621.92
Trade Balance US$ bn -0.17 -0.18 -0.21 -0.17 -0.17
Foreign Direct Investment % GDP 2.04 3.26 3.51 4.17
Total Debt % GDP 85.92 91.49 92.28 90.36

3.1.1 An Economic Overview and Forecast 8
Mongolia depended almost exclusively on livestock herding until the 1960s. An industrial 
sector developed between 1960 and 1980, and by the mid-1970s industrial production had 
overtaken agricultural output. In 1990 industry (excluding construction) accounted for 35.6% 
of GDP, and agriculture for 19.5%. The economic restructuring process initially saw 
agriculture grow and industry decline as a proportion of GDP, but agriculture's share of GDP 
has again been shrinking since 1998 ( from 40% to 23% by 2003). Livestock (camels, horses, 
cattle, sheep and goats) numbers have fallen from 30m in 1999 to 25.4m in 2003 

Mongolia's economy expanded by an estimated 5% GDP in real terms in 2003 and by 10.5 % 
in 2004. This growth was fuelled by a rebound in the country's key agricultural sectors, 
output from which increased for the first time since 1999. This boost in turn supported a 
recovery in private consumption. Alongside rapid development in Ulaanbaatar that prompted 
an 8.0% expansion in the country's construction industry, Mongolia's service sector also grew 
by 8%. Merchandise exports are estimated to have surged by 36.0%, driven by shipments of 
copper, textiles, and gold - Mongolia's dominant external sectors. Concurrently, growth in 
imports of goods and services is estimated at 12.4%, driven by intakes of oil and capital 

  
7 World Markets Research  Centre, Country Analysis: Mongolia, 04 January 2006
8 The Economist Intelligence Unit, Mongolia, Country Profile 2005
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goods. The trade balance subsequently incurred a €150-million deficit, equivalent to 12.43% 
of GDP. All external deficits are financed by inflows of foreign aid and official transfers. 

The balance of payments has been further bolstered by debt forgiveness granted by Russia : 
in late 2003, Russia agreed to write off 98 % of Mongolia's outstanding soviet-era state debt, 
accounting for all but US$300 million of a debt once at US$ 11 billion.

One of the most important challenges for the government over the short term will be poverty 
reduction. Not only is the population largely rural - 40% of the labour force was employed in 
agriculture in 2004 - and thus vulnerable to inclement weather, but much of the country's 
infrastructure is antiquated and of poor quality. The immediate fiscal policy position is
relatively favourable. Thanks largely to healthy revenue from the mining sector, tax revenue, 
at Tg484.8bn (US$402m) in the first nine months of 2005, was 22% higher than in the same 
period of 2004. The Economist Intelligence Unit expects real GDP to grow at 5-6% a year in 
2006-07. This will follow a similar rate of expansion in 2005. Although these will be 
respectable rates, they will be well down on the brisk 10.5% recorded in 2004.

3.1.2 Economic Sectors9

Agriculture: Agricultural sector reform began with the privatisation of the assets of herding 
collectives and state farms in 1991. Most government procurement ceased and there was a 
slump in the food, textile and leather industries. The break-up of the state farms led to the 
creation of over 300 small farms, many of which were unviable because farmers lacked 
access to funds and the necessary management skills. Only one-third of Mongolia's cereal 
need is now met by domestic production, leaving the country dependent on food aid
(provided on several occasions by the EU's ECHO humanitarian aid). However, agricultural 
self-help schemes are helping some producers to market their products. Unfortunately, three 
disastrous winters, dry summers and successive animal epidemics from 1999 have delayed 
the recovery of the sector till 2004.

Mining and semi processing: Mongolia has an estimated 100bn tonnes of coal reserves, and 
about 17 productive, but loss-making, mines supply the power stations. The Erdenet 
Company, owned by Mongolian and Russian interests, produces copper concentrates and 
molybdenum, and is Mongolia's largest export earner. Gold extraction has risen dramatically
since 1993. Mongolia also has an estimated 1.5bn barrels of oil reserves, which however
cannot be extracted due to lack of investments. The government is keen to attract foreign 
investment and has been successful with Canadian and Australian companies since 2001.

Manufacturing: The privatisation of the Soviet industry led to a deep depression, which 
Mongolia has not managed to get out of due to a combination of shortages of domestic 
investment, raw material, new technology and high corporate taxes and interest rates.
Foreign-invested garment factories producing under a quota system for the US market helped 
manufacturing output to grow by 31.8 % in 2001 and 22.1 % in 2002. Yet, in 2005 many 
factories had to close when the world textiles and clothing trade was liberalised with the 
ending of the international Multi-Fibre Arrangement and Chinese goods began to flood the 
world market.

  
9 The Economist Intelligence Unit, Mongolia, Country Profile 2005
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Construction: Through privatisation, at the beginning of the 90s, a shortage of funds and 
materials resulted in unfinished buildings, which were rapidly stripped. This situation also 
led to high rates of unemployment in the sector. Recovery began in 1995 with externally 
financed building and repair projects. Around 800 companies, including some foreign 
companies, are constructing new buildings, especially in the capital.

3.1.3 Trade Profile
Prior to 1991, most of Mongolia's trade was conducted with the Soviet Union. With the 
collapse of the Soviet Union, Mongolia was forced to redirect much of its trade. Today,
Mongolia's main export destinations are China and the United States. Exported goods include 
copper, livestock, animal products, wool products, fluorspar, and other nonferrous metals. 
Among Mongolia's import partners are Russia, China, Japan, South Korea, and Germany. 
Main imports continue to be machinery and fuel, along with food products and industrial 
consumer goods.

Mongolia: Major Trading Partners, 200410

Exports Million Share
US$ 

% Imports Million Share 
US$

%

China 404.40 50.72 Russia 299.96 30.95
United States 209.99 26.34 China 224.05 23.12
Canada 42.09 5.28 Japan 81.39 8.40
United Kingdom 33.99 4.26 South Korea 64.47 6.65
Russia 33.73 4.23 Germany 35.69 3.68
Germany 11.51 1.44 United States 36.04 3.72
South Korea 9.85 1.24 Hong Kong 29.35 3.03
Italy 9.64 1.21 France 26.24 2.71
Japan 7.69 0.97 Kazakhstan 18.15 1.87
Singapore 6.93 0.87 Singapore 16.72 1.73

3.2 POVERTY ALLEVIATION

Mongolia has never been a rich country but poverty emerged as a new phenomenon from 
1990 during the period of transition to a market economy during which Mongolia’s economy 
has undergone fundamental changes. However, cumulative growth has been insufficient to 
impact on the high level of poverty that emerged as a result of the transition shock. Overall 
growth has been low and unstable and uneven across sectors. Moreover, recent sources of 
growth are inaccessible for many of the poor. Over a third of the population remains poor, 
and the country remains aid-dependent (financial assistance from the former USSR has been 
replaced by other donors), with a narrow and vulnerable economic base. Harsh natural 
conditions, geographical isolation, difficult access to financial resources, and unemployment 
are the major causes of poverty. Low incomes are compounded by inadequate social services, 
particularly poor medical facilities, urban services, and education. Unemployment has 
become a major source of poverty, particularly among poor migrant households. The social 
security system is unable to provide the aged and disabled with a reasonable standard of 
living.11

  
10 World Markets Research  Centre, Country Analysis: Mongolia, 04 January 2006
11 Asian Development Bank
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The government of Mongolia has been conducting poverty analysis and surveys with the 
support of international organizations. According to the 1998 Living Standards Measurement 
Survey (LSMS), 35.6 percent of population of Mongolia including 39.4 percent of urban 
population and 32.6 percent of rural population were living in poverty. From 1995 to 2000 
the gap between the rich and poor sharply rose and by 2000 the majority of the population 
belonged to poor and extremely poor households. In the same years the survey showed that 
the number of poor and extremely poor households was increasing12. The challenge now is to 
broaden and sustain Mongolia’s growth, and provide opportunities for the many poor 
Mongolians who have not yet benefited from the transition to a market economy. The 
Government pursue a strategy of higher private sector led growth and aims at reducing 
disparities in development between rural and urban areas, improving access of the poor to 
stable income opportunities and employment, and improving the quality of public services 
and their accessibility for the poor.

The leading political party, the MPRP, has however been the target of international criticism 
and domestic frustration with regard to poverty. While the party has undoubtedly overseen 
substantial increases in growth rates, the rising incomes have not benefited all sections of the 
population. Unemployment continues to be a problem, and poverty rates remain 
unacceptably high, with more than one-third of the population living below the 
internationally accepted "poverty line". 

4. EXTERNAL RELATIONS13

Mongolia's foreign policy had to be redefined following the collapse of the Soviet Union, 
with emphasis being initially placed on the pursuit of an independent and non-aligned 
approach to diplomacy. However, geographical realities dictated that the landlocked country 
would place a central priority on developing and improving relations with the new 
independent states of the former USSR, as well as China. Outside this sphere, Mongolia is 
member of the UN and other multilateral institutions, as well as building up close links with 
the US and European Union.

China
Sino-Mongolian relations have gone through three distinct phases since the establishment of 
the People's Republic in 1949. The first stage, in the 1950s, saw the two countries develop 
friendly relations, premised upon a common ideology and realistic calculations on both sides. 
However, the ensuing downturn in Sino-Soviet relations led Mongolia to spell of hostility, 
driven by its need to enter a security relationship with the USSR - the larger and more 
powerful of its neighbours, and the one with which it did not share a history of tensions. Only 
after the end of Sino-Soviet tensions did Mongolia re-engage Beijing and start to build up 
closer political and economic relations. Over the 1990s, bilateral trade surged from US$24.1 
million in 1989 to almost US$500 million in 2004. China's markets also account for almost 
one-half of Mongolia's outbound exports, while the neighbouring giant supplies almost one-
quarter of Mongolia's imports.

Mongolia's response to this burgeoning dependence on China has been mixed; officials are 
fairly sanguine about the future of bilateral relations, but most of the populace would prefer 

  
12 UN-ESCAP: http://www.unescap.org/stat/cos13/cos13_8e.pdf
13 World Markets Research  Centre, Country Analysis: Mongolia, 04 January 2006
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to build up links with Russia and Japan, and the press regularly reports on the shoddy quality 
of imported Chinese goods, which have included bacteria-infested bean curd, adulterated anti 
freeze and pesticide-laced green tea. There has also been criticism of Chinese-led smuggling 
of cars and narcotics, as well as industrial pollution. On balance, relations with China are 
vital to Mongolian economic development and prosperity, but do not necessarily sit very well 
with the public at large. 

Russia
Soviet support helped to build more than 700 major projects, including the Darkhan and 
Erdenet power stations, the Baganuur, Aduunchuluun and Saryn Gol coal mines, and
thousands of kilometres of paved roads, all of which formed the backbone of the Mongolian 
economy at the time. Partially as a result of this historical legacy, Russia continues to hold a 
substantial stake in Mongolia's economy, for example, controlling a 49% share of copper 
producer Erdenet. In addition to such major projects, Russian firms have also invested 
around € 20 million in over 250 smaller joint ventures, although tightening financial 
reporting and audit standards are likely to demonstrate considerable "irregularities" in many 
of such operations.

The collapse of the USSR thus marked a critical watershed in Mongolian development; for 
starters, there was the question of Mongolia's massive Soviet-era public debt. The country 
was forced to rapidly liberalise economic policy and foreign trade, which subsequently 
spurred economic growth at an annual rate of 10% over the1990s. During this period of 
uncertainty and flux in Russia and the CIS, relations with Moscow remained a secondary - or 
even tertiary - priority. However, Vladimir Putin's ascension to power in Russia led to greater 
emphasis being placed on bringing Russian-Mongolia links into the twenty-first century. 
Bilateral visits by top officials began anew, with Putin and other senior Russian leaders 
travelling to Ulaanbataar, and inviting PM Enkhbayar to Moscow in June 2003. Later on that 
same year, Russia agreed to write off 98% of Mongolia's outstanding state debt, accounting 
for all but US$300 million of a debt once at US$11 billion.

United States
Mongolia has been pursuing better relations with the US since the end of the Cold War, but 
the feeling was only fully reciprocated by Washington in the aftermath of the 11 September 
2001 attacks, and the subsequent launch of the war on terror. At that point, Mongolia's 
strategic location between north-east and central Asia made it a useful partner for US efforts 
to project force in the region, and the US pursued this longer-term objective by seeking to 
make itself an ally of Mongolia. The growing importance of Mongolia to US strategic 
interests was made apparent in mutual visits by top officials, including former secretary of 
state Madeline Albright ,and former PM Enkhbayar and President Bagabandi on the 
Mongolian side. In November 2005, the American administration showed its appreciation for 
Mongolian support in Iraq and Afghanistan - it agreed to join the coalition of the willing and 
offered around 150 soldiers for peace-keeping duties - through high-profile visits by Defence 
Secretary Donald Rumsfeld and then President George W. Bush himself.

Political and security exchanges have underpinned this deepening partnership, with US 
government and non-government agencies working alike to improve Mongolia's democratic 
institutions, Joint training exercises have also brought the two countries' armed forces closer 
together. Trade and economic links have taken root, and the US is now Mongolia's third-
largest trade partner. Mongolia was included as an aid recipient under the US administration's 
"Millennium Challenge Account", and the US Agency for International Development has 
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provided more than US$100million in technical assistance and training, especially for rural 
development programmes.

Regional Blocs
Since the end of the Soviet Union, Mongolia has sought to downgrade its links with former 
eastern bloc countries in Europe, while pursuing a more active role in Asian regional affairs. 
It became a full participant in the ASEAN Regional Forum (ARF) in 1998, and joined the 
Pacific Economic Cooperation Council in 2000. As a recipient of grants and loans, Mongolia 
has also agreed to abide by the regulations laid out by the Asian Development Bank (ADB), 
the World Bank, and the International Monetary Fund (IMF).

Mongolia is also a member of the UN since 1961, the International Atomic Energy Agency 
(IAEA), International Criminal Police Organisation (INTERPOL), International Finance 
Corporation (IFC), International Labour Organisation (ILO), Non-Aligned Movement 
(NAM), United Nations Educational, Scientific and Cultural Organisation (UNESCO), 
United Nations Industrial Development Organisation (UNIDO), World Health Organization 
(WHO) and World Intellectual Property Organisation (WIPO).

5. EU RELATIONS WITH MONGOLIA14

General framework
Prior to the political reforms of 1990, relations between the EU and Mongolia were limited. 
Since then, however, these relations have developed very positively. The Mongolian 
ambassador to the EU presented his credentials in 1990 and the Head of the EC Delegation in 
Beijing was accredited to Mongolia in 1991. In 1991 Mongolia was granted preferential 
access to European Community markets via the Generalised System of Preferences. 

The Trade and Co-operation Agreement entered into force in 1993. It was initially concluded 
for a period of five years and is now tacitly renewed every year. The two Parties accorded 
each other's exports the most-favoured-nation treatment and engaged themselves to examine 
appropriate measures to foster trade and economic relations. The Agreement also includes a 
commitment to protect human rights.

The EU-Mongolia relationship has been consolidated over recent years and is set to develop 
further in the future, also as a consequence of the enlargement of the Union to the East. 
Several of the new Member States and EU Candidate Countries traditionally maintain close 
relations with Mongolia and are represented in Ulan Bataar.

EC assistance
Since 1990 the EC has provided more than 60€ million grant aid to Mongolia, focusing 
mainly on support for rural development under the TACIS programme (Technical Assistance 
to the Community of Independent States).
Mongolia and the EU decided in 2002 to fund future EC development assistance from the 
ALA programme which is targeted towards Asian and Latin American developing countries. 
This decision became effective in January 2004 and, in addition to bilateral cooperation at 
government level, also opens new possibilities for Mongolian organizations to participate in 
the Asia wide programmes designed for developing countries in the region. These new 

  
14 EC, External Relations, "The EU's relations Mongolia", March 2005, 
http://europa.eu.int/comm/external_relations/mongolia/intro/index.htm
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opportunities for cooperation between the civil society in Mongolia and Europe were 
explained and discussed at a widely attended conference on the 28-29 September 2004 in 
Ulaanbaatar, which helped to inaugurate cooperation under the new programme. At the same 
time ongoing TACIS projects will continue to be implemented until their completion.

Within the current Country Strategy Paper framework the NIP 2004-06 focuses on two 
priorities: (1) Enhancement of the export potential for agricultural products; (2) Support to 
the Mongolian reform agenda through contributing to the Poverty Reduction Support Credit 
(PRSC) by co-financing a World Bank budget support scheme. Rural development aspects 
will be particularly emphasised through the EC contribution. The indicative budget allocation 
for assistance to Mongolia is 9 million EUR in total for the period 2004-2006.

EU-Mongolia Trade relations15

The EU is Mongolia’s fourth trading partner, after China, Russia and the US. The major EU 
import commodity from Mongolia is cashmere wool and related products (mainly imported 
by Italy and the UK). The main EU export items are machinery, office equipment, 
agricultural products and chemicals, coming principally from France and Germany. 

Bilateral trade EU-Mongolia: (in million EUR/ECU for EU25)

1999 2000 2001 2002 2003 2004

EU imports 40 53 40 32 23 43

EU exports 60 78 88 78 96 105

Balance 20 25 48 46 73 62

6. THE EUROPEAN PARLIAMENT AND MONGOLIA

The European Parliament has voted the folowing resolutions covering Mongolia :

- a Resolution of December 1999 on the proposal for a Council regulation concerning the 
provision of assistance to economic reform and recovery in the New Independent States and 
Mongolia.
- a Resolution of March 2001 where the European Parliament approved aid for the 
humanitarian disaster in Mongolia.
- a legislative Resolution of November 2005 where the European Parliament approved a 
Council decision on an amendment to the Agreement Establishing the European Bank of 
Reconstruction and Development (EBRD), enabling the Bank to finance operations in 
Mongolia.

  
15 DG Relex, European commission


