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Moving Toward Democracy and Free Markets:
After the breakup of the Soviet Union, Mongolia’s economy suffered major difficulties. Accustomed to heavy subsidies from the Soviet Union, Mongolia had to adjust to surviving on its own in the world market. However, after several troubling period in the 1990s and early 2000s, Mongolia has begun to show positive trends. In 2004 economic growth reached an impressive record of 10.6%, showing that Mongolia has finally begun to adjust to its new role as a member of the free market system.
Economic Structure:
· Since an economic downturn in 1994, Mongolia has managed to sustain moderate economic growth between 1 and 5 percent every year. In 2004 it reached an impressive 10.6%, followed by 6.2% in 2005.
 In 1999/2000 and 2000/2001, Mongolia suffered extremely harsh winters, leading to a sluggish economy, which has picked up in recent years.
· Agriculture accounts for over a fifth of GDP. Around 40% of the population still maintains their living through nomadic or semi-nomadic lifestyles. As a result, Mongolia’s economy is very susceptible to changes in climate, overgrazing, desertification and other environmental issues.
· Mongolia has extensive mineral deposits, including copper, coal, molybdenum, tin, tungsten and gold. These constitute Mongolia’s primary exports and make economic growth highly dependent on the world market price of metals.

Economic Indicators
:
· GPD (official exchange rate): $1.54 billion (2006 est.)
· GDP Real Growth Rate: 7.5% (2006 est.)
· GDP per Capita: $2000 (2006 est.)
· GDP Composition by Sector:
· Agriculture: 20.6%
· Industry: 21.4%
· Services: 58% (2003 est.)
· Labor Force: 1.488 million (2003)
· Labor force by Occupation:
· Herding/Agriculture: 42%
· Mining: 42% 
· Manufacturing: 6%
· Trade: 4%
· Services: 29%
· Public Sector: 6% (2003)
· Unemployment Rate: 6.7% (2003)
· Population below Poverty: 36.1% (2004 est.)
· Inflation Rate: 9.5% (2005 est.)
· Exports: $852 million f.o.b. (2004 est.)
· Export Commodities: Copper, apparel, livestock, animal products, cashmere, wool, hides, fluorspar, other nonferrous metals
· Imports: $1.011 billion c.i.f. (2004 est.)
· Import Commodities: Machinery and equipment, fuel, cars, food products, industrial consumer goods, chemicals, building materials, sugar, tea
· Debt-external: $1.36 billion (2004)
· Economic Aid-recipient: $215 million (2003)
Political Considerations:
· Mongolia is divided into 21 provinces, called aymguud and one municipality with provincial status. The provinces are further divided into districts. The capital of Mongolia is Ulanbaatar, which is also the largest city.
 
· The government is classified as a multiparty parliamentary government. The executive branch is split between the President and Prime Minister. The legislative consists of the State Great Hural, which has 76 deputies. The judicial branch is formed by the Constitutional Court. The legal code of Mongolia is based on Continental and Russian Law.

· The U.S. is committed to helping Mongolia in its progress, primarily in the economic and cultural fields. The US Agency for International Development (USAID) has provided over $150 million in order to encourage private sector-led economic growth and more effective and accountable governance. The US Department of Agriculture also provides food aid, and there are about 100 US volunteers serving in the country through the Peace Corps. In turn, Mongolia is committed to maintaining good relations with the US and has contributed troops to coalition operations in Iraq and Afghanistan.

Attractions:
· Natural Resources: In 1997 a new Minerals Law of Mongolia was passed that set clear guidelines for those in the mining industry. This has resulted in increased attention from foreign investors in recent years. Copper, gold and uranium mines have been the most widespread, but recent discoveries of uranium present another exciting opportunity for future investment. A new Petroleum Law passed in 1991 has also welcomed foreign investment in the oil industry.

· Government Support for Private Enterprise: Since the disintegration of the Soviet Union, Mongolia has been committed to providing a suitable environment for private business. In 2003 private companies accounted for around 75% of GDP. The government has recently decreased corporate income tax in an effort to promote more private investment. Out of 40,000 private companies in Mongolia, around 2,000 are foreign-owned.

· Strong Economic Growth: In the past few years, Mongolia has shown remarkable progress in economic growth. The government has shown that it can be very successful in reversing economic downturns.
Troubled Spots:
· Environment: Mongolia has numerous environmental issues that threaten its future growth and stability. The burning of soft coal in power plants has resulted in severe air pollution. Under the Soviet Union, the use of land for Agriculture as part of the Virgin Lands program resulted in soil erosion from wind and rain. Desertification and overgrazing continue to deplete the country’s amount of land available for grazing and agriculture.

· Grey Economy: Mongolia shares a border with China, which is a major partner of Mongolia’s “shadow” economy. The World Bank estimates this economy to be at least equal to the official economy, but the actual figures are difficult too calculate, as in the case with any country experiencing a shadow economy. Money laundering is also a growing concern.
· Unemployment and Poverty: Currently, around 36% of the population lives below the poverty line. It has also been calculated that on average, the consumption of each person in the country is 11% below the national poverty line. Most people in poverty live in rural areas, not in the country’s major cities.
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