
Mongolia is successfully transforming into a market economy with annual gross domestic product 
(GDP) growth of almost 10% and GDP per capita well above $1,000 in 2007. Strong growth 
in the value of mineral exports contributed to a budget surplus for a third consecutive year. 
However, while export revenues rose on the back of higher international prices for Mongolia’s 
main export mineral commodities, the trade balance was in deficit due to increases in both 
the value and quantity of imported products. Higher prices for imported petroleum and food 
products played the biggest role in driving inflation past Bank of Mongolia’s single-digit target.

Despite recent improvements, growth has been insufficient to ameliorate the living 
conditions of a large percentage of the population that fell into poverty in the early transition 
years after Mongolia joined ADB in 1991. The country’s productive base and its capacity to 
generate jobs and equitable growth remain narrow and vulnerable to factors, such as weather 
and international commodity prices. Thirty-two percent of the population still remains below the 
poverty line.

Greater diversification of the economy, supported by better-targeted social assistance, will 
be essential for sustained growth and poverty reduction. The Government’s Socio-Economic 
Guidelines are aimed at expanding private sector-led growth to raise living standards and reduce 
income disparities. 

Relationship with ADB
Mongolia has received loans for 35 projects totaling $676.54 million since 1991. The ongoing 
loan portfolio as of 31 December 2007 consists of 14 loans for a total of $220.5 million, 
including nine projects, two programs, and two combined project and development finance 
institution loans.

When Mongolia joined ADB, the country was in flux and its economy in crisis. Financial 
support and technical assistance (TA) provided by the former Soviet Union had been withdrawn 
and physical infrastructure, particularly for power and heating supplies, was on the verge of 
collapse.

Starting under these difficult conditions, ADB has provided financial and TA for projects in a 
number of sectors: agriculture, education, energy, finance, health, industry, telecommunications, 
transport, and urban development.

Initial ADB support was in the form of quick-disbursing program loans and investments in 
ailing infrastructure sectors. Strengthening governance and poverty reduction were identified as 
major development objectives in later years. 
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Table 1. Mongolia:  
Development Indicators
Non-MDG 

Population in millions 2.62 (2007)

Annual population  1.1 (2005–2007) 
 growth rate (%)

Adult literacy rate (%) 97.8 (2000)

Percent of population 57.0 (2006) 
 in urban areas

MDG 

Percent of population  11.0 (2002) 
 living on less than  
 $1 a day

Percent of population  36.1 (2003) 
 living below the  
 national poverty line

Under-5 mortality rate per  43 (2006) 
 1,000 live births

Percent of population  62 (2004) 
 using an improved  
 drinking water source

MDG = Millennium Development Goal. 
Sources:  ADB. 2007. Key Indicators 2007. Manila. 

 ADB. 2008. Basic Statistics 2008. Manila. 
UNESCO. 2008. Institute for Statistics Data  
 Centre. 
UNSD. 2008. Millennium Development  
 Indicators Database Online.



A $10 million loan for the Financial Regulation and Governance 
Program, approved in 2005, aims to reduce borrowing costs, 
strengthen governance in banks, and enhance the role of non-bank 
financial institutions in mobilizing savings for investment capital 
by helping establish a single regulator for the non-bank sector. 
The program will establish a financial intelligence unit within the 
Bank of Mongolia (central bank) to help reduce risks from money 
laundering

The Customs Modernization Project, approved in 2006, 
intends to improve efficiency, transparency, and sustainability in 
customs services and administration by developing an internet-
enabled automated data-processing system and improving customs 
inspection facilities.

The ADB-financed Roads Development Project helped 
rehabilitate the North–South Corridor road northwards from 
Ulaanbaatar toward the Russian border. The completed Second 
Roads Project and the Regional Roads Project, approved in 
2004, will help complete the Corridor by constructing the road 
southwards from Ulaanbaatar to the border with the People’s 
Republic of China (PRC).

The Housing Finance Project has provided housing loans to 
low- and middle-income households through commercial banks.

The ADB-supported Agriculture Sector Development Project 
has increased productivity, improved management, and reduced 
vulnerability in the agriculture sector, and has helped reduce rural 
poverty.

TA grants approved in 2005 will help Mongolia achieve the 
Millennium Development Goals through orderly urban development 
and reduced maternal mortality, and to realize economic growth 
through regional cooperation.

The Third Education Development Project aims to enhance 
access to, and improve the quality and relevance of primary, 
secondary, and vocational education.

Assistance for decentralization of the health system has 
proved particularly effective. Two ADB-supported Health Sector 
Development projects helped shift the focus from hospital-based 
care to primary health care clinics and, in 2007, the Third Health 
Sector Development Project with a $14 million grant was approved. 
It is designed to further improve primary health services and  
targets poor or marginalized members of society, two districts  
in the capital city of Ulaanbaatar and five provinces around the 
country, benefiting nearly 700,000 people, or about 27% of the 
total population. 

The Urban Development Sector Project, with a concessional 
loan of $28.2 million, was also approved in 2006. It seeks to 
improve the living conditions and quality of life of the urban 
population, especially in the ger1 areas, by upgrading basic urban 
services, urban roads, and on-plot facilities. 

Future Directions
ADB will continue to provide assistance in the areas of transport, 
education, health, urban development, finance, and rural 
development. It will also provide assistance to promote regional 
cooperation between Mongolia and its neighbors to ensure that the 
country’s growth potential is fully utilized.

1 Ger - a traditional accommodation suitable for nomadic life, shaped as a white circle tent. 

The approach taken in ADB’s latest Country Strategy and 
Program (CSP) and CSP Update is to help the Government 
implement major elements of its own development strategy, 
accelerate private sector-led growth, and reduce disparities in 
development between rural and urban areas. The Program also aims 
to enhance access of the poor to stable income opportunities and 
employment, and to improve the quality of public services and their 
accessibility for the poor. The CSP for 2006–2008 and the Country 
Operations Business Plan (2008–2010) can be found at www.adb.
org/Documents/CSPs/MON/2007/COBP-MON-2007.pdf. 

Impact of Assistance
ADB’s assistance for capacity building and institutional change 
through two Governance Reform Program loans was instrumental 
in the design of the Public Sector Finance Management Law and has 
led to noticeable improvements in public resource management. 

Table 2. Mongolia: Economic Indicators, 2003–2007
Economic Indicator 2003 2004 2005 2006 2007

Per capita GNI ($) 490 660 720 880 …
GDP growth  
 (% change per year)

5.4 13.3 7.6 8.6 9.9

CPI (% change per year) 5.0 8.2 12.7 5.1 9.0
Unemployment rate (%) 3.5 3.6 3.3 3.2 3.0
Fiscal balance (% of GDP) -3.7 -1.8 2.6 3.3 2.2
Export growth  
 (% change per year)

16.2 39.0 22.5 44.6 22.5

Import growth  
 (% change per year)

9.8 8.9 21.8 23.6 41.3

Current account (% of GDP) -12.8 3.5 4.6 6.9 1.8
External debt (% of GNI) 115.1 93.1 64.8 55.5 …

… = data not available, CPI = consumer price index, GDP = gross domestic product,  
GNI = gross national income.
Sources:  ADB. 2008. Asian Development Outlook 2008. Manila.  

World Bank. 2008. Global Development Finance Online. 
World Bank. 2008. World Development Indicators Online.

Table 3. Mongolia: 2007 Loan, TA, and Grant Approvals  
($ million)

Loans

Sovereign Nonsovereign TA Grants Total
– 10.00 2.55 19.50 32.05

– = nil.

Cumulative Lending (as of 31 Dec 2007) : $676.54 million
Cumulative Disbursements (as of 31 Dec 2007) : $544.78 million

Table 4. Mongolia: Cumulative ADB Lending  
as of 31 December 2007

  Sector
Loans 
(no.)

Amount  
($ million) % a

Agriculture and Natural Resources 4 61.90 9.15
Education 4 42.50 6.28
Energy 4 93.80 13.86
Finance 9 104.19 15.40
Health, Nutrition, and Social Protection 5 41.92 6.20
Industry and Trade 3 65.00 9.61
Law, Economic Management, and  
 Public Policy

3 40.50 5.99

Multisector 1 28.20 4.17
Transport and Communications 6 171.63 25.37
Water Supply, Sanitation, and  
 Waste Management

2 26.90 3.98

Total 41 676.54 100.00

a Total may not add up because of rounding.



Proposed assistance in the agriculture sector will build upon 
the ADB-supported Agriculture Sector Development Project through 
a more integrated approach to rural development and economic 
growth in Mongolia’s Western Region. The Regional Altai Western 
Corridor Project is expected to increase market integration in 
Western Mongolia and link road systems in the Russian Federation 
to those in the PRC. 

Proposed project assistance in the education sector will build 
upon existing achievements to improve the quality and relevance of 
education and its access for the poor. In the health sector, assistance 
is expected to promote public–private partnerships to deliver health 
services to the poor, with a particular focus on women’s health 
issues.

Mongolia is eligible for assistance from the concessional 
resources of the Asian Development Fund (ADF). During the 
biennium 2007–2008, Mongolia qualified for 100% grant 
assistance from ADF totaling $46.83 million. This has been 
supplemented by an additional grant of $20 million from ADB’s 
regional fund to support the Western Regional Road Corridor 
Development Project - Phase I.

Operational Challenges
Harsh natural conditions, geographical isolation, difficult access 
to financial resources, infrastructure deficit, and unemployment 
are the major causes of poverty in Mongolia. Low incomes are 
compounded by inadequate social services, particularly medical 
facilities, urban services, and education.

The challenge 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. 
General development support will not yield the desired broad-based 
growth unless specific constraints are addressed.

Ensuring that the poor benefit from growth will require the 
targeting of resource constraints—natural, human, financial, and 
physical, while ensuring that key public services are accessible to the 
poor is also an ongoing challenge.

A new emerging challenge is how to make mineral sector 
development-based growth more inclusive.

Partnership
ADB maintains a strong relationship with all bilateral and 
multilateral funding agencies. In the education sector, ADB and the 
Government of Japan are leading the move to the first sector-wide 
approach in Mongolia. ADB’s collaboration with the Government 
and key development partners is expected to lead to a similar 
approach in the transport and health sectors. ADB co-chairs, 
together with the Government, the education, health, and transport 
sector committees of the Technical Meeting. 

ADB cooperates with civil society organizations (CSOs) in 
Mongolia to strengthen the effectiveness, quality, and sustainability 
of the services it provides. CSOs are playing an important role in the 

Regional Road Development Project by building capacity to prevent 
HIV/AIDS and human trafficking. Through a regional technical 
assistance (RETA) that has financed numerous nongovernment 
organization-run initiatives, ADB provided a grant to the Mongolian 
Nature and Environment Consortium (MNEC). MNEC established 
a community-based tree nursery specializing in fast-growing 
seedlings, food, and medicinal plants.

Cofinancing and Procurement
Cofinancing operations enable ADB’s financing partners—
government or their agencies, multilateral financing institutions, 
and commercial organizations—to participate in financing of ADB 
projects. The additional funds are provided in the form of grants, 
official loans, or credit enhancement products. 

As of year-end 2007, cumulative direct value-added 
cofinancing for Mongolia amounted to $2.50 million for two 
investment projects and $1.74 million for five TA projects.

A summary of loan projects with cofinancing is available at 
www.adb.org/Documents/Fact_Sheets/Mongolia/ cofinancing.asp.

A summary of procurement contracts awarded to companies 
and consultants from Mongolia for goods and works, and 
consulting services can be found at www.adb.org/Documents/ 
Fact_Sheets/ Mongolia/procurement.asp.

Table 5. Mongolia: Project Success Rates

 By Sector Percentage

No. of Rated 
Projects/
Programs

Agriculture and Natural Resources 0.0 1
Education 100.0 1
Energy 50.0 2
Finance 66.7 3
Health, Nutrition, and Social Protection 100.0 1
Industry and Trade 50.0 2
Law, Economic Management, and  
 Public Policy

100.0 1

Transport and Communications 100.0 5
Water Supply, Sanitation, and  
 Waste Management

100.0 1

Total 76.5 17

 By Year of Approval

1990s 75.0 16
2000s 100.0 1

Table 6. Mongolia: Portfolio Performance Quality Indicators 
for Sovereign Lending, 2006–2007
Number of Ongoing Loans  
(as of Dec 2007)

14

2006 ($ million) 2007 ($ million)

Contract Awards/Commitments 52.45 11.17
Disbursements 28.59 24.21
Loans at Risk (%) 5.6 7.1

– = nil.



In this publication, “$” refers to US dollars. 
Data are as of 31 December 2007 unless otherwise indicated. Fact sheets are updated annually in March. 
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About Mongolia and ADB
Mongolia is the 32nd largest shareholder among regional members and the 
40th largest overall.

ADB Membership
Joined 1991
Shares held 532 (0.02%)
Votes 13,764 (0.31%)

Marita Magpili-Jimenez is the Executive Director and Sibtain Fazal Halim 
is the Alternate Executive Director representing Mongolia on the ADB Board 
of Directors. 

Adrian Ruthenberg is the ADB Country Director for Mongolia. The 
Mongolia Resident Mission (MNRM) was opened in 2001 and provides the 
primary operational link between ADB and the government, private-sector, 
and civil-society stakeholders in its activities. MNRM engages in policy 
dialogue and acts as a knowledge base on development issues in Mongolia. 

The Mongolia government agency handling ADB affairs is the Ministry  
of Finance.

About the Asian Development Bank
ADB is a multilateral development bank owned by 67 members, 48 from the 
region and 19 from other parts of the world. ADB’s main instruments for 
helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance (TA). Over the last 
4 years (2004–2007), ADB’s annual lending volume averaged $7 billion,  
with TA averaging $218 million and grant-financed projects $616 million.  
In 2007, lending volume was $10 billion, with TA at $243 million and  
grant-financed projects at $673 million.

Contacts
Mongolia Resident Mission
MCS Plaza, 2nd Floor
Seoul Street-4
P.O. Box 1083, Central Post Office
Ulaanbaatar-13, Mongolia
Tel +976 11 313440/323507/329836
Fax +976 11 311795
adbmnrm@adb.org
www.adb.org/MNRM

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines 
Tel +63 2 632 4444 
Fax +63 2 636 2444 
information@adb.org

Ministry of Finance
Government Building No. 2
United Nation’s Street 5/1
Ulaanbaatar 210646, Mongolia
Tel +976 11 262272
Fax +976 11 262272/311795 

Useful ADB websites
Asian Development Bank 
www.adb.org

Country website
www.adb.org/mongolia

Asian Development Outlook 
www.adb.org/Documents/Books/
ADO/2008/documents/mon.pdf

Annual Report 
www.adb.org/Documents/reports/
annual_report/2007/

Depository Libraries 
www.adb.org/Publications/
Depositories/mon.asp


