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Actual Conditions of Ulaanbaatar’s Listed Companies
in Mongolia

Kanichi [IJIMA
Professor, Graduate School of Commerce, Faculty of Commerce, and

Social Systems Research Institute, Chuo Gakuin University

Abstract

In June of 2011, a project team of professors from the Social Systems
Research Institute of Chuo Gakuin University and professors from the
Mongolian Academy of Sciences and Corporate Governance Development
Center conducted a survey, in cooperation with the Financial Regulatory
Commission in Ulaanbaatar, to investigate corporate governance in the
Ulaanbaatar municipality.

Our project team had three objectives. First, we wanted a firmer grasp of
the corporate frameworks of Ulaanbaatar’s listed companies. We therefore
had to understand a company’s type of business, capital size, employees,
gross sales per year, etc.

Secondly, we intended to approach Mongolian corporate governance
from a general viewpoint, studying not only the innovations of independent
directors, advisory boards, and accounting advisors, but also the actual
conditions of corporate ownership.

Thirdly, we studied how listed companies are coping with environmental
problems, based on responses to our questions about their basic approaches
toward the environment and the measures or initiatives they are
undertaking to combat environmental degradation, etc.

As of May 2011, there were 335 listed companies, including 22 state-
holding companies, on the Ulaanbaatar Stock Exchange. We focused on 140
companies among them, receiving 100 responses to the surveys we asked
them to complete (response rate: 71.4%).

Based the results of the survey, we came to the following conclusions:

From the viewpoint of corporate governance,

(1) Many companies are characterized by being owner-managed, i.e., they
have major stockholders who are the founder or founder’s relatives.

(2) It should be pointed out that almost all Boards of Directors of listed
companies have outside directors and independent directors.

(3) It is a very interesting fact that in 50.5% of companies, the directors are

not paid. This raises the question: Is the director itself an honorary post, one
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of the responsibilities of the major stockholders, or do other incentives exist
for the directors?

(4) There are relatively few listed corporations whose stocks are held by
the state in Mongolia, compared with that of China; as opposed to this,
many enterprises in Mongolia have been founded by investors from the
private sector.

(5) Formal and institutional conditions for the Board of Directors are
generally fulfilled: there are codified and enacted rules, they maintain
the required number of directors, and include Outside or Independent
Directors, etc. There is concern, however, if the Boards of Directors are
effectively functioning as management overseers, as at present more than
60% of Boards of Directors meet less than 4 times per year.

(6) These subjects should be studied in detail in comparison with

conditions obtaining in other Asian countries.



