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Mongolians have spent decades talking about 
developing our economy by implementing 
zones and regions and reducing the pace of 

centralization. A lot of discussion was had and many 
decisions were taken at government level. However, we 
haven’t seen much success so far, as half of our entire 
population reside in one city.  In addition, Mongolia is 
ranked in the last place out of 63 countries along with 
Venezuela in terms of economic competitiveness. 

Mongolia is the 19th largest country by area in the 
world and has a population of only three million. At 

the same time, our countryside is largely empty and 
the capital city is overpopulated while one third of our 
population are suffering from hunger and one fourth 
are living in a home with outside toilets.

Our government has been eaten away by corruption 
and our people have been politicizing everything, taking 
sides, and getting involved in all kinds of rows and 
debates. All that instead of doing work and creating 
value. Why are we prioritizing how things look rather 
than what they actually mean?

As the new millennium came, the parliament of 
Mongolia ratified a Regional Development Strategy 
that included a concept of zonal development in 2001, 
passed a law on the management and regulations of 
regional development in 2003, and a comprehensive 
national development strategy in 2007. But this policy 
as well as the laws never found their way into reality 
because Mongolia deviated from the principles of a 
free market economy, let the government to have too 
much involvement in the economy, allowed the law 
to be unequal in its application, and didn’t stop public 
governance serving a small group of individuals rather 
than defending public interests. 

These policy documents acknowledge that the 
economic independence of aimags, soums, and baghs 
cannot be sustained with their own resources and 
that it would also be inefficient to distribute the public 
budget to this many units in the country. Therefore, 
they determined that regional and zonal development 
should be pursued. It was proposed to establish four 
economic zones (Western, Khangai, Central, and Eastern 
zones) and to develop Ulaanbaatar as an independent 
zone. 

The purpose of zonal development, as set out in 
the policy document, is to resolve the unbalanced 
over-centralization of population and industries in the 
capital city, reduce the gap between urban and rural 
areas, accelerate socio-economic development at 
national level, and create favorable external conditions 
by ensuring that our resources including land, natural 
resources, agriculture, and human capital are used 
efficiently and in a manner that does not put constraints 
on environmental capacity. 

However, we have now seen that none of these 
objectives have been accomplished 20 years later. There 
is a unique trend set in our country today that political 
parties come to power after setting out desirable 
outcomes in fancy words and calling it their action plan, 
which never comes to life because the next government 
replaces it with their own story when no results have 
been achieved. 

The attempt at regional development has completely 
failed, and the only thing that has happened under 
this framework is that governors of a few aimags met 
once or twice a year and shared their frustrations as a 
‘Regional development Council’ group. 

UNDELIVERED PROMISES ON REGIONAL DEVELOPMENT

FAILED ATTEMPTS AT 
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A lot of work has been done by scholars and 
experts around the world who have been proposing 
recommendations on regional economic development. 
Internationally, the discussion is around economic 
geography, clustering, value chain, urban development, 
and even a new term ‘spatial economics’, which reflects 
the latest advancements in this area.

It is set out that the purpose of regional development at 
national level lies not in making sure the land is occupied, 
but in ensuring spatial and resource measures are in 
place to assess whether the region is favorable to living 
and doing business there. What would come next is 
estimating the required infrastructure to support socio-
economic development, reorganize administrational 
structure, and revise prioritization. 

What it means is that we need to conduct the right 
spatial planning that fits what the region has and needs 
in terms of resources and unique attributes. This way, 
economic diversification based on market factors can 
be achieved rather than pushing blindly to do the same 
thing to every region.

This time Mongolia should devise a regional 
development policy that would create three or four large, 
competitive centers with the top priority to make these 
regions a place where people would feel satisfied with 
the overall quality of life and the services they receive 
in health, culture, and education. We should integrate 
soums that currently have overly small populations, 
establish one of the aimag centers as the regional 
center, and legalize the change in status of centers, 
regions, aimags, soums, and the capital city along with 
its districts.

Every region should have a suitable economic 
connection to the local economies of our two neighbors, 
connect to a vertical corridor by road, and have access 
to border ports. We need to enable our private sector 
to supply the products they have produced using in-

country resources and advanced technology to both 
domestic and international markets. For example, we 
should support building a facility to supply and process 
livestock raw materials near a regional center. We 
also need to do what Canada does and introduce a 
system that allows a certain portion of mining royalties 
to stay in the local area and even enables non-mining 
communities to receive a share.

We need to connect the Western and Khangai regions 
with highways as well as railway, and build a number of 
universities, colleges, hospitals, arts centers, and sports 
facilities. The locations should enable establishing of 
economic centers and factory complexes that fit the 
needs and requirements of that region.

Furthermore, these regions should have their own 
tax system and allow for greater potential for salary 
increases, softer taxes, and investment incentives 
compared to the central system. This is when the 
regional development efforts would have yielded its 
benefits, as shown by Mongolia’s experiences.

Given Mongolia has deep roots in traditional animal 
husbandry historically, the purpose of our regional 
development policy should lie in allowing pasture 
ownership at bagh level, introducing tax on livestock 
headcount, improve livestock productivity, and enable 
production based on modern, innovative technologies. 
Only through cooperatives, would herders be able to 
maintain the health of their livestock, prevent animal 
diseases, increase business value, and conduct more 
profitable businesses. Herder cooperatives are not 
exclusive to herders, but would include experts and 
specialists.

We need to give greater freedom and power to our 
local communities at bagh and soum levels to act and 
work for themselves.

2018.05.30 
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Many countries and autonomous regions 
are trying to position themselves 
as blockchain or cryptonations. 

This is because the governments that can 
skillfully adjust their regulatory frameworks 
to support blockchain-based technology will 
attract mainstream global investment. They can 
establish themselves as the next technology hubs 
and can leverage this towards their economic 
growth goals.  Nations are running experiments 
with blockchain and other distributed ledger 
technologies. They hope to attract some of the 
enormous amount of wealth that circulates the 
world dedicated for technology advancement.

There are some exciting and ongoing 
developments from some prominent nations. 
These countries are exploring ideas on how the 
technology could be applied beyond Bitcoin and 
fintech. 

Dubai has been at the forefront of embracing 
blockchain. They launched the “Dubai Blockchain 
Strategy” aiming to make government work more 
efficient. They are also making efforts to bring all 
government documents onto a blockchain by 
the year 2020. 

The Federal Antimonopoly Service of the 
Russian Federation and Sberbank piloted a 
project, “to study the possibilities of distributed 

document storage, which may increase the 
speed, reliability and quality of interaction 
during document exchange.” Companies such as 
Aeroflot, Russian Coal and ForteInvest are a part 
of this project.

Xi Jinping, the President of China, has said at 
the annual academic conference hosted by the 
Chinese Academy of Sciences that blockchain 
technology, artificial intelligence (AI), and Internet 
of Things (IoT) are reshaping the global economic 
structure.

Although there isn’t official word from the 
White House, small yet significant projects 
showcase that US administrators are keenly 
following and experimenting with distributed 
ledger technology. In May 2017, the President’s 
Council of Advisors on Science and Technology 
met the representatives from fintech blockchain 
company R3 CEV and a few others. 

In June 2017, the Department of Homeland 
Security (DHS) funded approximately $100,000 
each to 29 small businesses through DHS S&T’s 
Small Business Innovation Research (SBIR) 
program. This covered six companies working 
on the applicability of blockchain technology to 
identity management and privacy protection and 
blockchain applications for homeland security 
analytics.
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Singapore, being the financial capital of 
Asia, understands the significance of financial 
technology and is open to embrace change. The 
first blockchain innovation center was established 
in July 2017, in partnership between IBM and the 
Economic Development Board of Singapore. The 
collaboration included the Monetary Authority of 
Singapore, the Port of Singapore Authority and 
the Info-communications Development Authority 
to work together to create new applications in 
finance and trade.

A recent foundation paper by the National 
Transport Commission of Australia which looks 
into the Land Transport Regulation 2040 suggests 
the use of blockchain technology to overhaul the 
existing transport system. It reads, “According to 
some experts, it is only a matter of time before 
blockchain technology is used in peer-to-peer 
and machine-to-machine transactions where 
high levels of trust and verified ability is required. 
It could also be used in transport system safety 
technologies.”

These are the crypto-friendly stories. However, 
most countries are still waiting on each other and 
unsure where to start and how to start building 
their own cryptoeconomy. 

So far, the development of cryptocurrencies 
has been mostly geographically concentrated 
in regions like Silicon Valley. But this won’t last. 
Blockchain is a distributed technology. The 
relationship between the regions that develop 

the technology and the regions that adopt 
the technology is no longer relevant. In other 
words, the geography of invention is not the 
same as the geography of innovation. This is a 
golden opportunity for a landlocked country like 
Mongolia where its economy is almost solely 
based on mining and highly dependent on its 
neighbors when it comes to foreign trade. If 
Mongolia can orchestrate a way to prevent or find 
a way to stop the “resource curse” by leveraging 
cutting-edge technologies such as blockchain and 
diversifying its economy, it’d be opening gates to 
many other nations in the world to envision their 
future a bit brighter.

The United States is highly successful in 
inventing blockchain technology. Yet it has been 
finding it hard to adopt this technology because 
of American regulatory complexity. Regulatory 
agility will be a significant factor determining 
which nations are able to adopt blockchain 
technology. It is almost too obvious for Mongolia 
to be a fast and agile pioneer in adopting and 
nurturing blockchain technology to address 
internal and external economic challenges since 
the given conditions and opportunities are 
well presented. But the key question here is to 
Blockchain or not to Blockchain? If Mongolia is 
Blockchaining how to do it right? What regulatory 
environment along with other necessary factors 
of the favorable ecosystem need to be created?

June, 2018 
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Mongolia has a rich tradition of nomadic 
pastoralism, constituting a key element 
of the nation’s culture and traditions.  

With the onset of significant urbanization, and 
just under half of the country’s population now 
residing in or around Ulaanbaatar, these traditions 
are slowly changing, exacerbated by the infamous 
Mongolian dzud which reduces the livestock 
population and damages the livelihood of nomadic 
herders.  

Climatic conditions further impact on the annual 
harvest, with this year Mongolia having to import a 
significant amount of wheat from Russia to meet 
the shortfall.  

Diet

From a dietary perspective, Mongolia is heavily 
reliant on produce from the five main livestock 
groups, goats, sheep, cattle, horses and camels.  
This results in a diet that is primarily comprised of 
meat and dairy, with less than 1% of the population 
eating fruit and vegetables every day of the year.  
Traditionally, this animal-based diet has been 
largely “organic” in nature, without the significant 
dietary alterations that come from mechanized 
and industrialized agricultural production.

However, the downside of rapid and extensive 
urbanization is that the traditional self-sufficiency 
of the Mongolian diet has been eroded and 
supplemented by a need for the import of 
processed foods and fruit and vegetables.  Over 
the past five years, Ulaanbaatar has seen a fairly 

dramatic rise in the typical fast food outlets that 
are seen in almost every other country in the 
world.  This trend is only likely to continue, even if 
Mongolia can still proudly boast that it is one of the 
few nations not to have a McDonalds.

A growing middle-class and an explosion of 
restaurants in the last three years to cater for 
more globalized and international tastes (primarily 
among young Mongolians) also has an impact on 
the food chain supply and demand.  

Imports

But what are these imported products, and 
where do they come from?  Parsing the statistics 
is a separate and time-consuming exercise, but 
clearly a high proportion of processed foods come 
from Russia, China and for the more affluent in 
Ulaanbaatar, South Korea.  Other destinations are 
more niche in nature, including Western Europe, 
Japan and to some extent, the USA.  In terms of 
fruit and vegetables, China is a significant source of 
imported produce.

While China is working hard on its year-round 
pollution problems, this fact should be an automatic 
source of concern. While Russia has reasonable 
standards of food production, these are not 
uniformly applied, especially when it comes to 
meat products (including chicken), and until 2016 
product certification was largely on a voluntary and 
regional basis.

A major concern with the import of Chinese fruit 

Organic MONGOLIA

ARTICLE
Chris Melville
Founding Partner at Melville Erdenedalai LLP, 
Registered foreign lawyer (England)

6



and vegetables (and potentially those from other 
nearby neighbours) is the inherent level of toxicity 
of the product. Rapid industrialization has resulted 
in major pollution issues around Beijing and other 
industrialized regions, which persist almost all 
year round. Apart from implementation of food 
standards, it is quite possible that agricultural 
produce deriving from China may contain above 
average levels of heavy metal content, such as 
cadmium, arsenic, copper and zinc, the latter being 
routinely added to diets of chickens, pigs and other 
animals worldwide to promote growth, all of which 
can find its way into the soil.

US agricultural production is now increasingly 
concentrated in the hands of a few multinational 
corporations, with genetically modified products 
on the rise, causing something of a backlash in the 
alternative media.  GMO business is increasingly 
under pressure, and while it is clearly profit-driven, 
Mongolia would be well advised to resist any 
measures to implement that type of agribusiness 
here.

Potential solutions

The worldwide trend for more organic and 
“natural” produce is only likely to continue.  This 
is area that Mongolia might profitably capitalize 
on.  New technologies such as hydroponics and 
aquaponics allow for the production of organic fruit 
and vegetables (and potentially fish!) in a controlled 
environment the whole year round.  This type 
of solution, if implemented on a significant scale 
and given the comparatively small population of 
Ulaanbaatar, could materially reduce health risks 
over the longer term and promote a degree of self-

sufficiency for the capital city in that specific food 
sector.  

As far as meat is concerned, the proposed 
US$1bn of meat exports to the neighbours in 
2015 has, unsurprisingly, not materialised.  Of 
course, Mongolia has a highly organic animal 
husbandry tradition, but there remain a number 
of key implementation challenges: (1) universal 
certification is an issue, and achieving a consistency 
of product standard that meets both Chinese and 
Russian standards (with the latter gravitating more 
towards EU certification standards) is a difficult task; 
(2) meeting the relevant standards may require a 
change of mindset to a more industrialized form 
of agricultural development in order to achieve 
economies of scale; (3) there are logistical issues 
in terms of maintaining product quality with a lack 
of available infrastructure for export; (4) outbreaks 
of disease are relatively common, which can have a 
major impact on the approach of end consumers.

All that said, there is massive potential for growth 
in the sector both to meet rising domestic demand 
and international consumers.

Mongolia should be looking for solutions to 
develop enhanced self-sufficiency in terms of the 
import of fruit and vegetables using the latest 
technologies to grow product domestically in 
an organic way, and continue to find sustainable 
solutions to capitalize on its vast resources of 
livestock for the benefit for discerning consumers 
in neighbouring countries.

June, 2018 
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MONGOLIA AND THE SHANGHAI COOPERATION ORGANIZATION

DOES MONGOLIA NEED THE CONSTITUTIONAL COURT?

Presenter: In 1996, five countries—Russia, Kazakhstan, 
Kyrgyzstan, Tajikistan, and China—founded the “Shanghai 
Five Process” to discuss security, as well as political and 
economic stability, in Eurasia. Today, the organization is 
known as the Shanghai Cooperation Organization, and has 
expanded to eight members—including Uzbekistan, India, 
and Pakistan. 

Since 2004, Mongolia has participated in the SCO as an 
“observer state”. During the recent Mongolian Economic 
Forum, President Battulga expressed his interest in 
Mongolia becoming a full member of the organization. 

Some policy experts say that it is better for Mongolia to 
remain an observing member. What is your position on 
this? Should Mongolia remain an observer state or seek 
full membership?

Defacto: This should be two issues: first, should Mongolia 
be a member, and, if yes, in what capacity? As you said, 
the SCO is a political, economic, and security organization. 
If we were to become more than an observer, would that 
change our relationship with our two neighbors, China and 
Russia? Would it unlock any larger investments? What kind 
of investment opportunities would come about? Will the 
Mongolia-Russia-China Economic Corridor talks, which 
have been going on for five or six years, finally become 
something? We don’t know. We need more information 
about the benefits of full membership in order to make a 
decision.

With regard to Mongolia’s development, China and Russia 
obviously play an important role. But right now we are not 
seeing substantial investment from Russia. Mongolia and 

Russia jointly own the railway line to Russia, but that has 
not been electrified; it remains a diesel-powered rail line. 
Moreover, we have a problem with the limited capacity of 
the railroad. When will this change? So far reform has been 
very slow. So I think it is too early to say whether we should 
become a full member in the SCO.

Presenter: Even if Mongolia joined the SCO, how much 
would it really effect Mongolia’s economic situation?

Defacto: Later this month, the president will meet with 
the leaders of Russia and China during the SCO Summit in 
Qingdao. Will they discuss economic issues at that time? 
We don’t yet know. So, again, until we know for sure the full 
benefits of membership, I don’t think the president is going 
into Qingdao prepared to commit. But there will certainly 
be conversations about greater participation than what 
Mongolia currently has.

Presenter: What would Mongolia lose if it didn’t fully join 
the SCO?

Defacto: Nothing much because we have been a kind of 
member up until now. It should be noted that three of those 
founding countries—China, Russia, and Kazakhstan—are 
run by a single person. Mongolia is run quite differently. 
We have a parliamentary system; our government changes; 
each government's decision can be reversed by the next 
government.

We have already had a closed session of parliament to 
discuss this issue. But this issue should be open because 
it affects all of Mongolia. This is a democratic country; we 
should know what government plans to do about the issue.

Presenter: Mongolia’s Constitutional Court was founded 
in 1992 to enforce constitutional law in legislation. It is 
a decision-making authority that can annul invalid laws 
according to the constitution. However, four out of the 
nine members of the court will have their terms expire 
soon. Many nominations were proposed during last week’s 
parliamentary session. The president and parliament 
nominated four individuals without revealing to the public 
the full biographies or qualifications of the nominees. 
Could you please give us your thoughts on the nominees 
and the future of the court?

Defacto: So what happened was that the four members 
were approved already, but their approval was not based 
on merit, according to a group of lawyers who signed a 
petition against their nominations. Many high-ranking 

public officials are getting their jobs in this way—that is, 
their appointments have not been based on whether they 
were the best person for the job.

Three of the Constitutional Court candidates who were 
nominated by the president had been involved with the 
president’s own political party, the Democratic Party. The 
fourth, Ms. Solongo, has been working for a long time in 
the Cabinet Secretariat. She is very knowledgeable about 
Mongolia. But the issue remains about the role of merit in 
appointments.

But why are these nominations so important? The status 
of the Constitutional Court is enumerated in Mongolia’s 
constitution, and the court is tasked with judicial review: 
it decides whether a law is constitutional or not. In that 
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sense, it seems like the highest court in the land. But other 
countries don’t have a constitutional court. Rather, their 
Supreme Courts perform the same function. So some are 
questioning whether Mongolia needs the court.

Presenter: As you mentioned, there is a group of lawyers 
who have signed a petition to revoke parliament’s decision. 
Will it have any effect?

Defacto: I think it’s too late. But that so many lawyers have 
come together and petitioned government against these 

nominations is important. This issue has been brewing in 
Mongolian society for some time, in particular the courts. 
People are concerned with the state of Mongolia’s justice 
system. Mongolia seems to have lost the balance between its 
powers of government. For example, parliament members 
are joining government (very parliament member wants to 
be a Cabinet minister). And government is changing every 
22 months or less, which creates instability and fosters 
incompetence. Even the cleaning staff has changed with 
government, in some cases.

EMBEZZLEMENT AT ASEM SUMMIT

Presenter: A financial report on the expenditures of the 
2016 Asia-Europe Meeting (ASEM) Summit in Ulaanbaatar 
was released last week by the National Audit Office. 
According to the Deputy General Auditor of Mongolia, Ms. 
Oyunbileg, the NAO examined around 46 organizations 
and 20 legal entities/individuals, and, as of today, 17 public 
officials will be held responsible for the misuse of ₮79.2 
billion (USD $39.6 million).

Why do you think the names of these individuals were 
not revealed? And, more importantly, will they really be 
held responsible?

Defacto:  Let’s go back to 2016. The government changed 
that year. Now the Deputy General Auditor, who was 
appointed by the new government, is taking a look at the 
financials from the ASEM meeting. At the time, ASEM was 
a big deal for Mongolia. It was a huge operation, including 
60 or so foreign leaders accompanied by a delegation of 
around 2000 people. It was the largest meeting of its kind 
in Mongolia’s modern history. A lot of money was spent. 
We also received assistance funds from Korea, China, and 
Japan to help organize the event.

The problem was that the assistance funds were not 
clearly reported. According to the audit, there were no 
proper documents about who received what and when. 
So I’m not confident that these 17 officials will be held 
accountable. We don’t know their names; we know only the 
amount of embezzled funds. 

Unfortunately, this kind of mismanagement of money 
is happening all around, at almost all stages of Mongolian 
public governance. As with Mongolia’s campaign financing 
problem, funding from international organizations and 
governments can likewise be murky. We don’t have a 

transparent view of where and how that money is being 
spent. Corruption thrives in murk. As a result, our public 
management suffers.

Presenter: This took place in 2016. Has the statute of 
limitations expired for these individuals?

Defacto: I think any public official who did wrong, 
regardless of when it occurred, should be held to account. 
There was a monument erected for the meeting, called 
a “Window to the Sky”, which cost something like ₮700 
million. But no one knows who is now responsible for this, 
its upkeep, etc. We don’t know about the many buses and 
cars which were bought for the delegations. According to 
some sources, a number of buses are being warehoused 
somewhere. We don’t know how much was spent on these.

Consider the issue of Ulaanbaatar city property. A long 
row of luxury villas was built southeast of downtown to 
house the ASEM leaders. Where is the comprehensive 
publicly-available report on the cost and subsequent 
management of these properties? How much did they cost, 
who built them, who controls them now, and what part did 
public funds pay in the whole plan—then and now?

Presenter: At the time, government projections put the 
cost of the ASEM meeting at USD $10 million, but the 
eventual total was USD $197.9 million. That is a huge 
miscalculation, isn’t it?

Defacto: Yes, Mr. Purevsuren was the government official 
who offered that initial estimate. Where did this number 
come from? How was it so off the mark? We talk about the 
ethics of public officers. Here officers give an oath the the 
Mongolian flag that they will properly serve the country. 
Unfortunately, there are many cases where they do not do 
what they promised under oath.
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