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Mongolia is a close northern neighbor of China. The two countries have a
common border of 4710 km. Along with the continuous deepening of political
relations over the past 10 years, bilateral trade and economic cooperation has
developed steadily. President Hu Jintao during his visit to Mongolia in 2003
approved bilateral partnerships of good-neighborliness and mutual trust, which
gave a strong impetus to the strengthening of mutual trade and economic
cooperation. China for 14 consecutive years until 2012 was the largest investor
in Mongolia. Currently, Mongolia has more than 700 enterprises with Chinese
capital, the volume of their investments is half of the total volume of all foreign
investments. Enterprises with Chinese capital work mainly in such areas as oil
production, mining, construction, processing of livestock products, service
industry and garment industry. Enterprises with Chinese capital provided
employment for more than 50 thousand local residents, which are 6.25% of the
total labor force throughout Mongolia.

In September 2014, Xi Jinping said that China, Russia and Mongolia establish
close cooperation, actively implement the medium-term road map for triangular
cooperation, which has already yielded significant results in the trade, economic,
humanitarian, transport, touristic and sports fields. China is satisfied with the
trends of triangular cooperation. At the same time, it is necessary to actively
promote comprehensive trilateral cooperation by linking the Chinese project
"The Economic Belt of the Silk Road", the Russian strategy "The Eurasian Path"
and the Mongolian initiative "The Steppe Road".

The economic corridor provides great opportunities for investors. Therefore, the
article is devoted to those who want to invest in Mongolia.
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The advantages

Chinese Mongolian economic and trade cooperation has the following
advantages:

1. Both countries have geographical advantage.

2. Economical complementarity.

3. Mongolia is rich in its mineral resources and the mineral resource in-
dustry is one of the important pillar industries of Mongolia. Mongolian some
reserves are at the top position of international market.
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4. Mongolia has natural pastures and it has plenty of grasslands. Now
there are 209800 herdsmen families and 285500 of them are herdsmen. The
animal husbandry production covers 80% of total agricultural production and
10% of export income.

Main problems

1. Problems of Mongolia

1.1. The continuous of the government investment policy is poor. The po-
litical system of Mongolia is constitutional republic and it is semi-presidential
and Mongolia is a democratic country. The Parliament is the highest authority
organization of the country and it has legislative power and the Parliament
discuss any internal and external issues. The power term of head of Parlia-
ment, vice head, prime minister and president is for 4 years and the govern-
ment members are appointed by the parliament. New members of each gov-
ernment re-discuss unimplemented issues again. Therefore it increases the risk
of Chinese enterprises who invest in Mongolia. This is a big problem for in-
vestors in Mongolia.

1.2. The infrastructure is poor. The investor who comes to invest in min-
ing and construction field of Mongolia needs to resolve the infrastructure is-
sues including road, water, electricity and telecommunication etc. himself. So
the investors should consider the investment cost.

1.3. There are some non-economic factors in Mongolia. For example,
some officials’ corruption problem, some people do not trust Chinese people
and low effectiveness etc. Investors should consider these difficulties, too.

1.4. Mongolians do not want to export raw materials as pure, they desire
to process the raw materials and export value added products. Therefore
Mongolia needs foreign investors’ technical support.

2. Problems in China

2.1. Some Chinese enterprises are not familiar with Mongolian invest-
ment laws, regulations and related policies. The awareness of engaging busi-
ness activity according to the law needs to be improved. The pre-economic
feasibility study is insufficient and risk prevention is not enough. Some enter-
prises have no experience of engaging business activity in a foreign country.

2.2. Chinese enterprises face with disorderly competition, vicious price
and irregular operation in Mongolia and these factors bring negative impact
for bilateral economic and trade cooperation.

2.3. Mongolian people’s expression about Chinese enterprises and people
still need to be improved. Chinese enterprises need to do good deeds for Mon-
golian people and broadcast through media.

3. Other factors

Mongolia’s market is very competitive on international platform. Russia
is Mongolia’s largest importer and Russia supplies above 95% of refined oil of
Mongolia. The electricity supply of western provinces of Mongolia entirely
relies on Russia. And besides, Mongolia’s rich mineral resource attracts inter-
est of many countries such as Russia, Korea, Japan, Australia, America and
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Canada etc. These countries are implementing mineral resource projects and
other kind of projects with Mongolia. Therefore the opportunities and chal-
lenges of Chinese Mongolian economic and trade cooperation co-exist and the
opportunities are more than challenges.

Some advices for Chinese enterprises who invest in Mongolia

In recent ten years, China is still Mongolia’s largest trade partner and is
one of the largest investor countries. In order to make investment successfully
the following advises should be given.

1. Be familiar with laws and regulations. Chinese investors who come to
Mongolia should be aware that Mongolian legal environment is complicated
and instable. They should consider that Mongolian laws are revised frequently
and therefore Chinese enterprises who invest in Mongolia must consider the
legal environment problems and they should deeply study and evaluate Mon-
golia’s entire investment condition, laws and regulation of other related fields
very well. And besides, Chinese investors should be aware the law changes of
Mongolia accurately and make adjustment timely. Chinese investors should
hire a local lawyer who works as the company legal advisor to resolve any
legal matters. The company leaders should be familiar with Mongolian in-
vestment law, tax law, and environment protection law. If they invest in min-
eral resource field, should be aware of mineral law and other relevant laws.
They should pay taxes and engage business activity in accordance with the
laws and regulations. Now the three tax rate including value added tax, enter-
prise income tax and individual income tax is 10% and customs tax is 5%.

2. Avoid risk and focus on quality. Chinese Mongolian economic and
trade cooperation should be transferred from quantity into quality. We should
send company leaders and employees to foreign countries for training and any
enterprises must train a group of managers who meet standard of international
investment, international cooperation and international trade. Thus, Chinese
enterprises can overcome the increasingly tough competition of international
economic and trade cooperation. As we can strengthen the training of labor
force and improve their ability and skills we can make a strong labor force
team who meet the standard of international labor market. When we imple-
ment a project we must meet the international standard and we can build a
brand name and influence a region. Moreover we can get praise of our partner
and establish Chinese invested company and set up a good image of our coun-
try. When registering a company you must be very careful. However the regis-
tration procedure is relatively simple but liquidation of company is very com-
plicated. First of all, the investor should make the economic feasibility study
on the project very well and then make a decision. When the investor starts a
company he or she should go to the State Registration office of Mongolia to
register the company. You don’t need to find an accountancy or intermediary
company for registration of the company. It is for avoiding any disputes. And
besides, you should calculate the expenses for engaging business activity very
well. However several taxes rates in Mongolia are lower and it seems that the
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investment profit is high but because of the working cycle of Mongolian gov-
ernment organization is long and the efficiency is low and the cost is high.

The most important problem is: today Mongolia has not formed national
system standard and the government organizations carry out inspection and
supervision according to different standard and norm. Thus, the actual cost of
engaging business activity in Mongolia will be very high, especially; recon-
struction project such as mineral resource and infrastructure establishment
project require higher cost because of climate reason and construction period
of every year is short in Mongolia. If the enterprise does not study the actual
condition of Mongolian market very well, the enterprise will be in a dilemma.
Chinese Mongolian joint company faces many problems and in case of any
dispute it’s difficult to resolve. Therefore we remind the Chinese companies or
individual who want to establish Chinese Mongolian joint company to be very
careful and to protect from any risk.

3. Mutually beneficial cooperation and contribution to people’s liveli-
hood. Chinese Mongolian economic and trade cooperation, especially invest-
ment on a larger project , Chinese company should prefer mutually beneficial
cooperation and should focus on improving Mongolian economic develop-
ment, promoting industrial development and making contribution to people’s
livelihood. As for type of cooperation, we should use many types of coopera-
tion such as to combine mineral resource prospecting with processing indus-
try, to combine investment with trade, and to combine construction contract-
ing with production etc. Chinese enterprises should be open and tolerant. In
this way, Chinese and Mongolian economic and trade cooperation can be ex-
panded from bilateral cooperation to multilateral cooperation.

4. Take care of environmental protection. Mining work is more harmful
to ecology and environment. If Chinese enterprises carry out mining work in
Mongolia they should put the environmental protection issues in the first
place, respect the religious belief and traditional custom of local people. They
should guarantee the interests of local residents through making ecological
recovery. China and Mongolia are neighbor countries and two countries share
ecological environment. While two countries implementing larger project in
Mongolia, Chinese enterprises should protect natural environment very well
and protect Chinese northern ecological environment, too. Both countries can
achieve mutual benefit and mutual victory through successful bilateral and
multilateral cooperation. Moreover it will help to promote industrial develop-
ment, technical progress, improvement of people’s living standard and socio-
economic sustainable development of Mongolia.

5. Transfer positive energy. First of all, Chinese enterprises should un-
derstand all kinds of conditions of the country. The best and most appropriate
way is to get information such as economic policy, related laws and regula-
tions from the country’s embassy in China, especially the Economic and Trade
Counselor. And it’s possible to get related information from the official web-
site of Economic and Trade Counselor of the Embassy. In this way Chinese
enterprises can avoid wrong and unreal information. Chinese enterprises in
Mongolia did a lot of benefits to Mongolian people but broadcasting through
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local media is not enough. How to spread good news timely and to learn to
connect with local news media is the vital purpose of Chinese enterprises. The
branch office of the Bank of China in Ulaanbaatar city established «Chinese
Mongolian Education and Culture Fund» and «Chinese Mongolian Social De-
velopment Fund» and they have done a lot of good deeds for Mongolian peo-
ple such as giving stipends to students who are poor. Thus, they transferred
positive energy to local people and formed the good image of Chinese enter-
prises in Mongolia.
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HCCJEJJOBAHUE KUTAUCKUX KOMIIAHUM,
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Mownronus sBuseTcs OMU3KHM ceBepHbIM cocenoM Kwuras. J[Be cTpaHbl MMEIOT
oburyro rpaHuIly npotsbkeHHocThio 4710 kM. Hapsiny ¢ HenpepsIBHBIM yriryOiie-
HHMEM NOJUTUYECKUX OTHOLIEHUHM B TedyeHue nocienHux 10 jmer aBycTopoHHEe
TOPTOBO-2KOHOMHYECKOE COTPYIHHUYCCTBO MOJYIHIO CTAOMIBHOE pa3BUTHE. Bo
Bpems Busuta B Monronuto B 2003 r. npenceaatens KHP Xy L3unpTao yTBep-
IWI ABYCTOPOHHHUE MapTHEPCKHE OTHOIICHHS JOOPOCOCEICTBA M B3aUMOJIOBE-
pus, 4TO MNPUIATO CHUIBHBIA HMIYJIbC YKPEIJIEHUIO B3aUMHOTO TOPTOBO-
SKOHOMHYECKOT0 coTpymHHuecTBa. Kurait yxe 14 net moapsim mo 2012 r. Obin
KpyIHeiel crpaHoii-uaBectopoM MoHronuu. B Hacrosmiee BpeMss B MoHro-
nun neiictByetr 6onee 700 mpeanmpuATHH ¢ KHTAaHCKUM KamHWTalIOM, 00beM HX
WHBECTUIIMI COCTaBISET MOJOBUHY 00mero oobema 3apyOeKHBIX WHBECTHIIHM.
[IpennpusaTus ¢ KUTAHCKUM KaIlMTaJIOM, TJIaBHBEIM 00pa3oM, paboTaroT B TaKHX
obnacTax, kKak HeTh, TOPHOPYIHAS MPOMBIIIIEHHOCTH, CTPOUTEIBCTBO, ITepepa-
00TKa XMBOTHOBOIYECKOW MPOIYKIIMH, HHAYCTPHS YCIyT W MIBEHHAs MPOMBIII-
aeHHoCTh. [IpennpusiTus ¢ KUTAaHCKUM KalUTajIoM HpefocTaBmwin 6omnee 50 ThIc.
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pabodux MeCT IJIT MECTHOTO HAcCeJeHHUs, 9TO cocTaBisieT 6,25% obmero uncina
pabodeii cuibl o Bceit MOHTONNH.

B centsa6pe 2014 r. Cu I[3unbpnuH 3asBun, uyro Kuraii, Poccus u MoHromus
HaJla)KUBAIOT TECHOE B3aUMOJIEHCTBUE, aKTUBHO PEAIU3YIOT CPEIHECPOUHYIO J10-
POKHYIO KapTy MO TPEXCTOPOHHEMY COTPYAHUUYECTBY, KOTOPOE YK€ JaJ0 3HAUU-
TEIbHBIC PE3yJbTAaThl B TOPTOBO-3KOHOMHYECKON, TYMaHUTAPHOM, TPAHCIOPT-
HOH, TypUCTHYECKOH cdepax U B obmactu cnoprta. Kutail yaoBIETBOpEH TCH-
JICHIUCH TPEXCTOPOHHETO COTpyAHHMUYecTBa. [Ipw 3TOM HEOOXOIMMO AKTUBHO
MPOJABUTATh TPEXCTOPOHHEE COTPYAHUUYECTBO HAa OCHOBE COMPSDKEHUS CTPOU-
TENBCTBA KUTAHCKOTO MpoekTa «DKoHoMuueckuil mosic [llenxoBoro myTtm», poc-
cuiickoi crpareruu «EBpa3uilckKuil NyTh» U MOHIOJBCKON MHULMATUBBI «CTen-
HOM IyTh».

DKOHOMHYECKHH KOPUAOP JaeT OONbIIHE BO3MOXHOCTH HMHBecTOpaM. IlosTomy
9Ta CTaThs MOCBSIIACTCS TEM, KTO XO4eT HHBECTUPOBATH B MOHTOJIHIO.
Karwuessie ciaoBa: Mounronus; Poccus; Kurtail, npeanpusitus ¢ KUTaiCKUM
KaluTalloM; TPEXCTOPOHHEE COTPYAHUYECTBO; NMHBECTUIIHH.
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