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In September 2024, the Economic Council under the Open Society Forum held a discussion on Mongolia's budget planning and the draft budget for 2025. The following conclusions, recommendations, and proposals regarding budget planning have been submitted to the State Great Khural and the Government:
1. On the 2025 Budget Draft of Mongolia:
1.1. The macroeconomic forecast used by the Ministry of Finance for the 2025 budget draft is overly optimistic.
The Ministry of Finance projected an 8% GDP growth for the 2025 budget, estimating the nominal GDP at MNT 95 trillion. This is a significant increase of MNT 15.7 trillion from the expected 2024 GDP of MNT 79 trillion.
It is recommended that the Ministry of Finance take the following steps to improve its macroeconomic forecasts:
· Base GDP projections on the macroeconomic analysis and estimates provided by the Fiscal Stability Council;
· Provide alternative economic scenarios, such as estimating how revenues would be affected if coal exports do not reach the expected 80 million tons.
1.2. Investment planning for the 2025 budget needs improvement.
The 2025 budget includes a total of 639 investment projects, with 108 new projects and 531 ongoing ones. A total of MNT 4.1 trillion is planned for investment, an increase from the MNT 3.8 trillion allocated in 2024. The amount of budget investment has sharply risen compared to MNT 1.3 trillion in 2020 and MNT 2.86 trillion in 2023. Some projects initiated in previous years have experienced delays and cost overruns. Given the required workforce, capital, and resources, the government may face difficulties in implementing projects worth over MNT 4 trillion next year. Thus, the planning of investment projects needs refinement.
The government should encourage private sector financing for certain projects instead of relying solely on the state budget. For example, projects like oil refineries and steel plants would be better suited for private sector implementation.
1.3. External loan financing should be included in the investment expenses of the 2025 budget.
Separating projects based on whether they are funded by the state budget or external loans is inappropriate. External loans should be considered part of the budget, as guarantees on external loans constitute debt, and excluding them undermines fiscal integrity and debt sustainability.
1.4. A feasibility study Technical and economic justifications for the investment projects in the 2025 budget should be made public.
Efficient use of budget resources is critical. The 2025 budget includes many high-cost investment projects. Making the technical and economic details of these projects publicly available and providing full information to the public and members of Parliament will facilitate discussions and ensure more effective allocation of budget funds.
2. Measures for Improving National Budget Planning:
2.1. The methodology for planning state-funded investment projects should be revised, and the legal framework improved.
The following steps are recommended to enhance investment planning:
· Currently, Mongolia funds a wide range of investment projects of varying costs. Based on international examples, projects funded by national, sectoral, or local budgets should be clearly categorized. For instance, Vietnam’s Public Investment Law specifies which projects can be financed by the national budget.
· In Mongolia, construction projects funded by the state budget are managed by the heads of budget authorities. This should be changed by adopting the UK model, where a national investment corporation manages all construction projects funded by the state budget. This would allow budget authorities to focus on sectoral policies, improving national development strategies.
· Clearly define which sectors and activities the government will no longer finance.
2.2. The management of budget investments should be optimized.
In previous years, investment projects were often selected based on political significance and electoral priorities rather than an accurate assessment of social and economic benefits. This led to major policy failures in investment planning.
The following actions are recommended to improve investment management:
· Review the economic efficiency and utilization of buildings and facilities constructed with state budget funds;
· Enforce stricter quality and standards, as poor construction often leads to repeated and inefficient use of budget funds;
· Improve the management and registration of state-owned assets.
2.5. Legal requirements for government deliberation on the budget should be included in the law.
Given the evident need to improve budget planning, it is important for the government to carefully consider the budget submitted by the Ministry of Finance. Therefore, the legal requirements for government deliberation on the budget should be included in the Budget Law.
2.6. Tax laws should be discussed separately independently from the annual budget law.
Changes to tax laws directly impact the income and operations of citizens and businesses. It is essential to thoroughly review and decide on these changes, rather than rushing them through in the short time allocated for discussing the annual budget. Tax law changes should be based on detailed research, analysis, and public participationinvolvement.
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