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Abstract

This article provides a concise overview of the critical intersection between resource nationalism,
environmental protection, and economic development in Central and East Asian nations, particularly
focusing on Kazakhstan's legal disputes with Shell Oil and the implications for Mongolia's resource
governance. It highlights how nations rich in natural capital, such as Mongolia, can navigate the
complexities of international resource agreements by learning from countries like Kazakhstan, which
has successfully challenged powerful multinational corporations to uphold sovereign rights and
environmental standards. This analysis underscores the importance of stringent regulatory frameworks
and robust legal challenges in ensuring equitable benefits from resource extraction and mitigating
environmental degradation. It further examines how states can effectively leverage resource
nationalism as a political doctrine to assert greater control over their natural resources, thereby
fostering sustainable development and addressing historical inequities. However, the landlocked nature
of Mongolia, coupled with its vast but sparsely populated territory and the nomadic lifestyle of a
significant portion of its population, presents unique challenges to infrastructure development and
economic diversification beyond its mineral wealth. These geographical and demographic factors
necessitate innovative policy solutions and targeted investments to unlock Mongolia's full economic
potential and integrate its remote regions into the national and global economy. The analysis has shown
that Mongolia faces a critical juncture where resource extraction must be balanced with the imperative
of environmental sustainability and the preservation of traditional nomadic livelihoods. This
necessitates the development of sophisticated government-led policy frameworks that integrate
ecological preservation with economic diversification strategies, moving beyond a singular focus on
GDP growth to encompass broader societal well-being.

Keywords: Resource nationalism, environmental regulation, economic diversification, international
arbitration, sustainable development

Introduction

This paper examines the complex interplay between resource nationalism, environmental
protection, and international corporate accountability, using Kazakhstan's legal disputes with
Shell Qil as a primary case study, and drawing parallels to Mongolia's burgeoning mining
sector. This analysis will delve into how such legal challenges reflect broader tensions
between multinational corporations and host governments over resource sovereignty, fiscal
regimes, and operational compliance, particularly within the context of rapidly developing
East Asian economies (Obydenkova, 2024) 8%, This discussion will further explore the
ramifications of these disputes for environmental law and corporate social responsibility,
particularly considering the precedent set by rulings favouring host nations in challenging
corporate environmental transgressions (Bello, 2021) [, The Stockholm ruling, in particular,
signals a potential shift in the balance of power, empowering nations with rich natural
resources, such as Mongolia, to assert greater control over their extractive industries and
safeguard their ecological integrity against foreign profit motives (Schoderer, 2023; Simpson
& Collison, 2024) 8 71 This assertive stance by host nations is crucial for promoting
sustainable development and ensuring that the economic benefits of resource extraction are
equitably distributed while minimizing environmental degradation (Hatcher & Grégoire,
2023) B4, The Mongolian mining sector, a significant contributor to the nation's GDP and
exports, faces similar environmental challenges, including soil erosion and contamination
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from heavy metals, underscoring the urgent need for robust
regulatory frameworks and accountability from foreign
investors (Sodnomdarjaa et al., 2024) "4, This article will
therefore analyse whether the current regulatory and legal
frameworks in Mongolia are adequate to prevent similar
ecological concerns and contractual disputes to those
experienced by Kazakhstan (Schoderer, 2023; Yamamoto,
2024) 8 71 Fyrthermore, it will consider the efficacy of
international arbitration mechanisms in resolving such
complex disputes and their implications for future
investment agreements in resource-rich developing
countries (Dezalay, 2021) 2%,

This research aims to provide a comprehensive analysis of
the legal and environmental challenges encountered in
resource  extraction, offering insights relevant to
policymakers, corporations, and international legal bodies
operating within East Asian economies. Specifically, it will
investigate how the enforcement of environmental
regulations and contractual obligations can impact the
operational strategies of multinational corporations and
influence the long-term sustainability of extractive projects
in the region (Phillips, 2025) [¢2],

This paper explores the strategies employed by host nations
to assert their sovereign rights over natural resources and
compel foreign companies to adhere to national laws and
international environmental standards. This includes
examining the efficacy of environmental impact
assessments and the legal recourse available for ecological
damage (Li, 2022) U8 In addition, it will evaluate the
evolving role of international legal frameworks and
arbitration in mediating disputes between states and
multinational corporations, particularly in safeguarding
environmental interests (Kuandykova et al., 2024) [,
Finally, this study will consider the socio-economic
implications of such legal battles, including their effects on
local communities, national budgets, and the overall
investment climate in East Asian countries, particularly
Mongolia (Mosusu et al., 2023) B4, This analysis will
specifically address how Mongolia, despite its significant
foreign direct investment in mining and substantial
contribution of the sector to its GDP, struggles with
widespread poverty and environmental concerns, mirroring
some of Kazakhstan's predicaments (Bruijn et al., 2022;
Dezalay, 2021) 1% 20 These issues underscore the critical
necessity for robust environmental governance, transparent
contractual agreements, and effective judicial systems to
ensure equitable benefits and mitigate ecological harm from
extractive industries (Kalina et al., 2022; Nurgozhayeva,
2024) B8, Therefore, this research posits that strengthening
international arbitration clauses concerning environmental,
social, and governance factors in energy contracts could
provide a more robust mechanism for dispute resolution,
offering both substantive and procedural pathways to
address climate change and energy-related issues effectively
(Giupponi & Figueroa, 2024) 29,

As this author has been both promoting Mongolian
increased economic gains and strategies inclusive of
promoting its academics on the world stage, we need to
explore how Mongolia learns from the Kazakh recent
interventions in prosecuting the Shell energy company for
violating its ecological laws to seek a profit-only
mechanism. This comparison will highlight strategies for
Mongolia to leverage its abundant, yet underexplored,
natural resources while adhering to sustainable development
practices, thereby avoiding the environmental degradation
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and contractual disputes experienced by other resource-rich
nations (Baitha & Chatterjee, 2021) 61, This paper will
specifically delve into the mechanisms through which
international  arbitration, particularly influenced by
UNCITRAL case law, can serve as a crucial tool for
resolving complex energy disputes, considering both
commercial and investment facets (Heffron & Fontenelle,
2023; Shami et al., 2025) 5 70 This will include an
examination of jurisdictional issues related to environmental
claims within investment arbitration and how environmental
arguments can be employed to promote compliance with
ecological obligations by states and corporations alike
(Farnelli, 2022) 281,

Literature Review: This section critically evaluates
existing scholarship on the intersection of resource
nationalism, environmental protection, and international
investment law within the context of Central and East Asian
extractive industries. It synthesizes findings on contractual
disputes, environmental regulations, and the role of
international arbitration in mediating conflicts between
multinational corporations and host governments (Giupponi
& Figueroa, 2024; Heffron & Fontenelle, 2023) [2% 351 |t
also examines how scholarly discourse has addressed the
efficacy of current international legal frameworks in
upholding environmental standards while accommodating
the economic imperatives of resource extraction in
developing nations (Brauch et al., 2022) [%, Furthermore,
this review will scrutinize the limitations of existing
arbitration frameworks in adequately addressing climate-
related risks and ensuring equitable outcomes for host states,
considering the potential for investor-state dispute
settlement to challenge environmental regulations (Brauch
et al., 2022; Heffron & Fontenelle, 2023) 29, This critique
will specifically investigate whether the current system
inherently favours investor rights over environmental
protection, potentially creating a "regulatory chill" where
states postpone or weaken environmental legislation to
avoid costly arbitration (Heffron & Fontenelle, 2023) %1,

It will further delve into how the Energy Charter Treaty,
despite recent critiques regarding its alignment with climate
goals, continues to shape investment protections in the
energy sector, potentially complicating efforts to reconcile
international climate law with existing investment
agreements (Hinrichsen, 2024) B, It is crucial to identify
interpretations of treaty regimes that allow states to comply
with both the Energy Charter Treaty and the international
climate regime simultaneously (Hinrichsen, 2024) 71, This
analysis  will further consider how evolving legal
interpretations and state practices are attempting to bridge
this gap, especially through the integration of environmental
clauses in new investment treaties and the application of
systemic interpretation principles in arbitration (Gémez-
Moreno, 2022; Hailes, 2024) [0 331,

Methodology

This segment outlines the research design, data collection
methods, and analytical approaches employed to investigate
the complex interplay between resource nationalism,
environmental protection, and international investment law
in the specified regional context. Specifically, this research
will employ a mixed-methods approach, combining
qualitative analysis of legal documents, arbitration awards,
and policy frameworks with quantitative data on
environmental impact and economic indicators. This
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approach will facilitate a comprehensive understanding of
the multifaceted challenges and opportunities confronting
Central and East Asian nations as they strive to balance
economic development with environmental stewardship and
sovereign control over natural resources (Aziza et al., 2023)
Bl The qualitative component will involve a rigorous textual
analysis of relevant international investment agreements,
national legislation, and arbitral decisions to identify
prevailing legal norms, interpretive trends, and their
implications for environmental governance. Concurrently,
the quantitative analysis will involve statistical assessments
of environmental degradation metrics alongside foreign
direct investment trends and economic growth rates, aiming
to establish empirical links between investment activities
and ecological outcomes. Furthermore, case studies of
specific investment disputes, particularly those involving
environmental claims against multinational corporations in
the region, will be meticulously examined to discern
patterns in legal argumentation, judicial reasoning, and the
effectiveness of remedies awarded.

Results

This section will present the empirical findings derived from
the methodology, focusing on identifying recurrent patterns
in legal and environmental disputes within the East Asian
extractive industries and analysing the effectiveness of
different dispute resolution mechanisms, particularly
international arbitration. This will include a detailed
presentation of statistical data and graphical representations
illustrating trends in environmental violations, financial
penalties imposed, and the outcomes of investment
arbitration cases. The analysis will encompass the types of
environmental claims brought before tribunals, the legal
bases for these claims, and the financial implications for
both host states and foreign investors (Uddin, 2023) 4,
Moreover, it will explore the evolving jurisprudence
surrounding environmental damage assessment in investor-
state disputes, highlighting precedents that define the scope
of corporate liability and the valuation of ecological harm.
This section will also explore how content analysis, a
critical method for interpreting textual information, can
reveal key themes and challenges embedded in
environmental policies and their implementation, offering a
thorough understanding of the dynamics within trilateral
environmental cooperation.

This analytical approach allows for the identification of
nuanced interactions  between  policymaking and
implementation, thereby aiding in the understanding of
policy impact and effectiveness concerning environmental
outcomes (Yuan et al., 2023) [#2, These insights are crucial
for discerning the impact of regulatory frameworks on
corporate environmental strategies, particularly in contexts
where penalties are imposed to stimulate environmentally
responsible development (Chang et al., 2024) 31, The data
analysis will also confirm a general trend towards greater
deference to host states' rights to regulate since the early
21st century, while also highlighting the persistent scarcity
of investor responsibility recognition in International
Investment Agreements (Ishikawa, 2022) B, This analysis
will further examine specific instances where state
regulatory autonomy has been upheld or challenged in
environmental contexts, providing a nuanced perspective on
the evolving balance between foreign investment protection
and national environmental sovereignty. This section will
further investigate the implications of these trends for future

~08 ~

https://www.geojournal.net

policy development and the refinement of international
investment law to better integrate environmental protection
(Adanma & Ogunbiyi, 2024; Esponda et al., 2023) [+ 271,

It will also consider how the incorporation of non-state
actors, such as private companies and non-governmental
organisations, might amplify the impact of trilateral
environmental cooperation in East Asia (Yuan et al., 2023)
821 This broader engagement could foster more
comprehensive and effective environmental strategies across
the region, moving beyond purely governmental initiatives
to include diverse stakeholder perspectives and resources
(Yuan et al., 2023) 4, Such multifaceted collaboration,
extending to global environmental governance and the
establishment of regional institutions, is crucial for
improving compliance and mitigating transboundary
pollution, particularly in regions experiencing significant
foreign direct investment (Mukti & Sobirov, 2023; Simpson
& Collison, 2024) 55 711,

This collaborative approach is essential for addressing the
intricate challenges posed by industrial expansion and
resource  extraction,  especially = where  Western
conglomerates operate and potentially face legal challenges
for environmental non-compliance. For instance,
Kazakhstan's lawsuit against Shell Oil highlights the
tensions arising from contractual disputes, environmental
violations, and alleged tax evasion, underscoring the
complexities of resource nationalism and the imperative for
robust environmental dispute-settlement mechanisms within
the Belt and Road Initiative context (Zhai, 2021) ®°, These
cases exemplify the critical need for enforceable
environmental laws and standards applicable to investment
and development projects undertaken by multinational
corporations in BRI countries, echoing concerns raised
about discrepancies between domestic and overseas
investment policies (Nurgozhayeva, 2024) B8, This situation
underscores the necessity for comprehensive regulatory

frameworks that extend beyond national borders to
encompass the environmental and social impacts of
international investments, particularly in resource-rich

regions (Erie & Zhang, 2022) 281,

The emphasis on environmental protection in international
investment agreements and the consistent application of
non-regression clauses are becoming increasingly vital in
safeguarding environmental standards against the potentially
adverse effects of foreign direct investment (Hoang, 2024;
Mitchell & Munro, 2023) B8 531, Despite the potential for
FDI to spur economic growth, it frequently introduces
negative externalities such as pollution and resource
depletion, particularly when foreign investors exploit lax
environmental regulations in developing nations (Su & Wei,
2023) [, This scenario often leads to a "race to the bottom"
where countries compete for investment by lowering
environmental ~ safeguards,  exacerbating  ecological
degradation and undermining global sustainability efforts
(Simpson & Collison, 2024) ™1, This phenomenon, often
termed the "Pollution Asylum Hypothesis," suggests that
foreign direct investment is disproportionately directed
towards countries with weaker environmental regulations,
thereby facilitating the relocation of ecologically intensive
industries from more developed to less developed nations
(Simpson & Collison, 2024) [, This strategy allows
multinational ~ corporations to  circumvent  stricter
environmental compliance costs in their home countries,
thereby externalizing environmental degradation to host
nations with  less  robust regulatory  oversight
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(Nurgozhayeva, 2024) [58],

Such practices have intensified the debate around the
efficacy of current international environmental laws and
investment treaties in preventing ecological harm,
prompting calls for more stringent environmental
conditionalities in foreign direct investment agreements
(Simpson & Collison, 2024) [, This situation is
particularly pronounced in developing nations, where
foreign direct investment often has a negligible or even
negative effect on environmental performance compared to
developed countries, which tend to see a positive impact
(Simpson & Collison, 2024) '3, This disparity highlights
the critical need for robust regulatory frameworks and
effective enforcement mechanisms in host countries to
ensure that FDI contributes to sustainable development
rather than environmental degradation (Qamruzzaman,
2023) 631,

As for Kazakhstan, its legal challenges against Shell Oil
highlight the need for international investment agreements
to incorporate more explicit environmental protections and
accountability mechanisms (Kopytsia, 2024; Mitchell &
Munro, 2023) 13 581 This case exemplifies the "Pollution
Haven" hypothesis, where foreign companies may seek out
regions with less stringent environmental regulations,
potentially leading to environmental deterioration if not
properly managed (Mursalov et al., 2025; Umukoro & lturu,
2024) B& 761 The legal proceedings in Kazakhstan,
particularly the Stockholm ruling in favour of the Kazakh
government, serve as a significant precedent, reinforcing the
importance of sovereign rights and potentially influencing
other resource-rich nations in Central and East Asia, such as
Mongolia, to uphold their environmental codes and
contractual agreements with foreign entities (Henry, 2024)
36, This highlights the urgent need for comprehensive
policy reforms that integrate environmental impact
assessments and compliance into the core of investment
agreements to prevent ecological damage and ensure
equitable resource management (Qamruzzaman, 2023;
Umukoro & Ituru, 2024) 63 781 This outcome underscores a
broader tension between the economic incentives of foreign
direct investment and the imperative of environmental
sustainability, particularly in regions where environmental
legislation and enforcement may be less developed
(Serikkyzy et al., 2024; Zheng, 2025) 6% 861,

This ruling also emphasizes the importance of robust
institutional quality, including control of corruption,
government effectiveness, and political stability, which have
a significant positive impact on FDI in developing countries
(Serikkyzy et al., 2024) [ Conversely, inadequate
institutional frameworks can deter responsible foreign
investment and  exacerbate  environmental  risks
(Qamruzzaman, 2023) %31, Host governments must therefore
establish effective "filter funnels" to attract FDI that aligns
with long-term sustainable development goals and manage
foreign-invested enterprises stringently to minimise adverse
environmental impacts (Ha & Nguyen, 2021) B2, This
approach necessitates a careful balancing act between
attracting needed capital for economic growth and
safeguarding environmental integrity, often requiring
innovative policy instruments to bridge this gap (Olabisi &
Wei, 2024) 3 Furthermore, embedding environmental
considerations into the investment decision-making
processes of institutional investors, as well as fostering
transparent regulatory frameworks and legal systems, can
significantly mitigate perceived risks and attract sustainable
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foreign direct investment (Qamruzzaman, 2023) (63,
Moreover, the evolving landscape of international finance,
with increasing emphasis on ESG factors, indicates a
growing preference among investors for projects that
demonstrate  strong environmental stewardship and
adherence to international  sustainability standards
(Qamruzzaman, 2023) 3, This shift suggests a potential
avenue for developing nations to attract sustainable foreign
direct investment by implementing robust environmental
policies and regulatory frameworks that align with global
sustainability benchmarks (Zakari et al., 2025) [, This
alignment can facilitate the transfer of environmentally
friendly technologies and practices, fostering long-term
economic growth while mitigating ecological impacts
(Mebrek & Louail, 2025; YILDIRIM et al., 2024) [0 81,
However, achieving this balance necessitates a multi-faceted
approach, including stringent environmental impact
assessments, transparent data dissemination, and capacity-
building initiatives to enhance regulatory oversight and
enforcement (Qamruzzaman, 2023) (63,

What can Mongolia learn from Kazakhstan? Mongolia can
derive crucial lessons regarding the imperative of
strengthening its institutional quality, particularly in
governance structures, transparency, and anti-corruption
measures, to effectively manage its abundant natural
resources and attract sustainable foreign direct investment
(Udemba, 2021) [®1, This proactive stance would enhance
investor confidence, mitigate perceived risks, and ensure
that foreign investments contribute positively to both
economic diversification and environmental protection,
aligning with global trends towards sustainable development
(Qamruzzaman, 2023b, 2023a) [63 641, By implementing such
reforms, Mongolia can better safeguard its sovereign
interests, drawing inspiration from Kazakhstan's successful
legal precedent against Shell Oil, which underscored the
critical importance of upholding environmental codes and
contractual agreements with foreign entities (Wu, 2024) L8],
This includes refining its legal and regulatory frameworks to
prevent similar disputes and strengthening its environmental
monitoring capabilities to ensure compliance with
international standards (Knysh & Ponomarenko, 2021) 12,
Additionally, the adoption of mandatory ESG disclosure for
public companies and state-owned enterprises, as proposed
in Kazakhstan's Investment Policy, could serve as a valuable
blueprint for Mongolia to enhance corporate accountability
and attract green investments (Nurgozhayeva, 2024; Zakirov
et al., 2023) 884, Such measures would position Mongolia
to leverage foreign direct investment not only for economic
growth but also for advancing its environmental stewardship
and long-term sustainability objectives, echoing successful
diversification strategies seen in Botswana and Kazakhstan
(Wu, 2024) I8, This comprehensive approach would enable
Mongolia to avoid the "Paradox of Plenty" by ensuring that
its mineral wealth translates into inclusive and
environmentally sustainable development, rather than
succumbing to economic volatility or environmental
degradation (Mosusu et al., 2023; Wu, 2024) B4 78
Furthermore, diversifying its economic base beyond reliance
on extractive industries, as highlighted by successful peer
nations, is crucial for Mongolia's long-term resilience to
global commodity price fluctuations and for fostering
broader economic and societal development (Gylfason &
Nganou, 2024; Mosusu et al., 2023; Serikkyzy et al., 2024)
[31, 54, 69]

To achieve this, investing in non-mining sectors like
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manufacturing, technology, and services, as well as
leveraging its agricultural and renewable energy potential,
becomes paramount (Wu, 2024) U8, This strategic
diversification, supported by robust institutional reforms and
transparent governance, will not only reduce economic
vulnerability but also create new avenues for sustainable
employment and innovation, fostering a resilient economy
less dependent on finite natural resources (Gylfason &
Nganou, 2024; Wu, 2024) B 781 This diversification
strategy, informed by the experiences of PEER countries
such as South Africa, Botswana, and Peru, would involve a
multi-dimensional approach to foster equitable growth and
enhance overall development prospects (Wu, 2024) [78],
Moreover, an emphasis on improving the legal framework
for documenting transfer pricing and enhancing tax
reporting standards across all industries, particularly mining,
is crucial to prevent revenue loss and strengthen national
budgetary integrity (Jamupan et al., 2024). This rigorous
fiscal oversight, coupled with investments in human capital
and infrastructure, can facilitate Mongolia's transition to a
more diversified and sustainable economic model, mirroring
the developmental trajectories of nations like Botswana
(Wu, 2024) 781, Such strategies would also involve fostering
technological advancements and digital transformation,
which are critical for boosting productivity and facilitating
economic diversification by promoting e-commerce and
improving public services (Doojav, 2021a, 2021b) [?2 231,

Additionally, a critical re-evaluation of existing economic
models and theories is essential for Mongolia to effectively
identify and address persistent socio-economic challenges,
moving beyond conventional approaches to foster a more
dynamic and equitable development paradigm (Doojav,
2021) 22, This includes rigorous analysis of macroeconomic

https://www.geojournal.net

policies to ensure stability and attract sustained investment,
moving away from an over-reliance on single-sector
revenues (Doojav, 2021; Gylfason & Nganou, 2024) 22 311,
Furthermore, developing robust financial regulations and
incentives for local businesses to participate in global value
chains can bolster economic resilience and foster inclusive
growth (Development, 2023) [, This comprehensive
approach, embracing economic diversification, stringent
fiscal management, and institutional strengthening, positions
Mongolia to achieve sustainable development and mitigate
the risks associated with commodity dependence (Deléchat,
2024; Development, 2023) 1271,

Scientific Discussion from past study - Qualitative

From this author’s previous study in 2019 into the Current
Mining Taxation Policy Implemented by both Mongolia and
Kazakhstan: The Development Comparatives between
Ulaanbaatar and Astana, it was concluded that Mongolia
was facing a deficit in taxable revenue from the same
foreign entities operating in the southern Gobi which were
also in operation in Kazakhstan.12 Sample resources were
analysed in the study.

The cumulative data illustrates that Mongolian Copper
extracted from the Southern Gobi Area is the only
commodity that is indeed subjected to any form of taxation.
Therefore, if we refer to Table 4 below, which has been
modified from Table 2 negating the final column for the
proposed 40% mining taxation on sales on exports entitled
“Flat Profit at 40% Taxable Revenue for Mongolian
Treasury $”, then we could calculate the statistical
differentiation via the model Standard Error of the
Difference, to highlight the differences in Mongolia’s
taxation policy compared to Kazakhstan.

Table 1: Extraction figures published in 2017 with Windfall Taxation and Ambiguous Rates at 10%

Total Extraction of 12 Sample Minerals Resources from Mongolian Land in 2017
Materials Quantiti_es Extracted Market Prices (US Gross Revenue from _ Flat Profit at Windfall_
Extracted Units: MT $) Dated: 05/0¢ct/2018 Exports of Pr(_)posed Mining [Tax Revenue for Mongolian
& Barrels Companies (US $) Treasury $

Silver 18 1,000,000/Mt 18,000,000.00 None Specified or 10%
Gold 20 38,000,000/Mt 760,000,000.00 None Specified
Tungsten 120 430/Mt 51,600.00 None Specified
Salt 1,300 35/Mt 45,500.00 None Specified
Molybdenum 2,000 26,000/Mt 5,200,000.00 None Specified
Coal 47,000 60/Mt 2,820,000.00 None Specified
Zinc 60,000 3,370/Mt 202,200,000.00 None Specified
Copper 150,000 6,262/Mt 939,300,000.00 375,720,000.00
Fluorspar 300,000 ~440/Mt 132,000,000.00 None Specified
Hyd. Cement 350,000 ~57/Mt 19,950,000.00 None Specified
Iron Ore 7,000,000 69/Mt 483,000,000.00 None Specified
Crude Oil 8,000,000 74/bbl. 592,000,000.00 None Specified
TOTAL 3,154,567,100.00 375,720,000.00

Source: Commodity Prices — Compliments of Index Mundi — Dated: 05/10/2017 - Montsame Report MMHI Batchimeg, B. (2017)

At the time that this paper is published, all of the twelve
cited commodities inclusive of minerals are being taxed
differently on sales between these two nations — inclusive of
policy.

This paper would have examined thus, determined
correlated revenue differences for all 12 raw materials
mined in both Kazakhstan and Mongolia to correlate this
data empirically. As previously stated on p. 54 Table 1.
Comparison in Sales Taxation on Extracted Resources
between Nations 2018-2022. The Republic of Kazakhstan
had signed and enacted the “New Tax Code” Deloitte, 2018.

Referring to the p. 54 tabulation, this year 2019, all mining
companies are being levied 40% on all resources extracted
from their sovereign land, however, the Mongolian model
remains unchanged or in fact, being levied at 10%. If we
were to use the 2018 taxation and Investment taxation levies
inclusive of Royalties Ref: “Taxation and Investment in
Mongolia” (Deloitte, 2018) i.e. Investment Tax =10% and
Royalties = 10%, thus, it is suggested the total 20% levies
could be imposed upon these mining companies to create
income for the Mongolian Treasury.
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Table 2: Raw Data from Potential Revenue if Kazakhstan’s Flat Rates were in Mongolia?

Resourced  |Gross Revenue from Exports of Kazakhstan 40% Fixed Flat Rate if Mongolia Wit_hout fixed flat Taxation
Materials Pronosed Mining Companies Levied on Mongolia’s Mining Levies. If Royalties and Re3|dent Taxpayers,
P 9 P = 9 be introduced = Net
Extracted (USS) Company Revenues = Net Revenue | totals 20% were to
for 2018 (US$) Revenue for 2018 (US$)
Silver 18,000,000.00 7,200,000.00 3,600,000.00
Gold 760,000,000.00 304,000,000.00 60,800,000.00
Tungsten 51,600.00 20,640.00 10,320.00
Salt 45,500.00 18,200.00 9,100.00
Molybdenum 5,200,000.00 2,080,000.00 1,040,000.00
Coal 2,820,000.00 1,128,000.00 564,000.00
Zinc 202,200,000.00 80,880,000.00 40,440,000.00
Copper 939,300,000.00 375,720,000.00 187,860,000.00
Fluorspar 132,000,000.00 52,800,000.00 26,400,000.00
Hyd. Cement 19,950,000.00 7,980,000.00 3,990,000.00
Iron Ore 483,000,000.00 193,200.000.00 96,600,000.00
Crude Oil 592,000,000.00 236,800,000.00 118,400,000.00
$3,154,567,100.00 $1,261,826,840.00 $539,713,420.00

Source: Calculated via Commodity Pricing from Index Mundi — Market Pricing Dated: 05/10/2017

Table 2 illustrates, if the Mongolian Policy-makers were to
introduce the basic levies imposed onto the foreign mining
entities it would easily finance its affairs of state as
Kazakhstan once achieved with the rebuilding of Astana
with limited pollution and to raise salaries for its working
population. Higher income ratios have led to sustainable
treasury income. In 2019, there has been little improvement
to Mongolia’s Mining taxation state of affairs. Referring to
the data, it is clear or unambiguous to see that even at 20%
from a combination from Royalties and Investment levies,
annual income for the Mongolian treasury could have
accumulated to $539,713,420.00 in net revenue.

Scientific Discussion

Given a statistical property known as the central limit
theorem, we know that, regardless the distribution of the
parameter in the population, the distribution of these means,
referred as the sampling distribution, approaches a normal
distribution with mean and standard deviation confuse the
standard deviation and the standard error, possibly because
the names are similar, or because the standard deviation is
used in the calculation of the standard error. However, they
are not quite the same, and it is important that readers (and
researchers) know the difference between the two so as to
use them appropriately and report them correctly. Biau, J.,
2011 [0 Therefore, SEM-SD was used for the arithmetic
tool within the following process.

(SEM) - (SD) Standard Error of the Difference in Revenue Acquired via Mining Taxation

SEp = SE1? + SE2?

SE 5D 2
SEm = 2)
SD = ZXZ (3)
N
Table 3: Value (n = 12) Commodities + Revenue £2X Tabulation Unit (Per Million $)

Resources Kz 40% Tax Model (X) >z Mn Tax Model 20% (X) 32
Silver 7.2 19 3.6 1.0
Gold 304.0 92416.0 60.8 3697.0

Tungsten 0.02 0.0004 0.010 0.001

Salt 0.018 0.0003 0.009 0.00008
Molybdenum 2.8 7.8 1.04 1.08
Coal 1.2 9.4 0.564 0.32
Zinc 800 645.0 404 1632.2
Copper 375.7 140625.0 187.9 35306.0
Fluorspar 52.8 2788.0 26.4 697.0
Hyd. Cement 79 4.2 4.0 16.0
Iron Ore 193.2 37326.0 96.0 9321.0
Crude Oil 236.8 56070.0 118.4 14019.0
Total for N= 1265.0 335905.5 540.0 64714.0

N = Number in Study: n = 12

Source: 20% Tax Model vs 40% Tax Model - (20% & 40%) Standard Deviation and Standard Error. Biau, J. (2011) [,
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Arithmetic for Standard Error of the Difference: Taxes (40% Tax Model vs 20% Tax Model)

K g, =25 = B8 _ Jne s

Mn:Mz———

. PR (4)
n 12

n 12
2
Kz: SD = '/ZX)/C_ -M? = \/% - 105252 =+/27992.12 - 11077.6 = V16914.50 = 130.06  (5)

2 64714
Mn: SD = /ZTX - M2 = ‘/T - 452 = /5392.83 — 2025.00 = /3367.83 = 58.03

The data correlated SD when Mongolia is correlated to Kazakhstan then SD =

Ky SE. — _SD_ _ 13006 _ 130.06 _ 130.06
UM IN—-1  dlR-1 N 3317
Mn: SE,, = SD 5803 _ 58.03 _ 58.03

The data correlated within the error, 20% Tax Model is
correlated to 40% Tax Model then SE,, = 17.50 / 39.21 =
0.45. Resulting data recorded above clearly illustrates that if
the 20% Tax Model were to implement credible taxation
policy then it could redevelop the system via self-financing
from revenue obtained at the treasury.

The sum of all data is calculated on Net Revenues if
Mongolia adopted the Kazakh fixed-rate model of sales
taxation. The suggested Mongolian fixed-rate combination

JN=1 «12-1 11 8317

58.03

130,06 = 043

=391 (6)

=17.50

of Royalties and Investment levies at 20% is calculated to
the 40 percentiles currently in place in Kazakhstan.
Therefore, the results of the Standard Error of the
Difference are from the raw data acquired from Table 3’s
last two columns to the right. The control grouping is
divided in Kz (Kazakhstan) as the control model and Mn
(Mongolia) as the proposed experimental group. The unit of
measure is defined as per million $ in target revenue base.

I Kz Standard Error

SEm Contractions on Taxation Policy

e Mongolia Standard Error

400000
300000

200000

100000

n=12 M1/2

0 /-\

v[(3x2)/N-m2] SD

SE Mean

Source: Standard Deviation and Standard Error. Biau, J. (2011) [°% Bell Curved

Fig 1: Standard Error Contraction only when revenue Mean increases 2018

From this author’s previous research 2018-19, only upon
which the data trail exceeds the revenue of Mongolia by
Kazakhstan, it is evident that the deviation occurs as
Mongolia’s taxation remit does not match the clear flat-rate
tools levied to the mining companies operating within its
borders. Individual commodity sales taxation below
$100,000,000 of annual revenue for Mongolian production
will suffer as mining increases, as there is no present
mechanism for corporation taxation throughout its
resources. Even a suggested 20% flat tax denominator could
assist their treasury, however, there is not any fiscal stability
for future operations, as the foreign mining companies’
operations in Mongolia, have prospered further via tax
avoidance. Thus, Kazakhstan’s taxation policies have a vast
advantage over its geographical neighbour. Currently, the
FOREX Rate for the Tugrik local currency has weakened
against the US Dollar since this author’s previous

calculations, thus these figures would be worse at today’s
rates.

How can Mongolia collect its deserved royalty tax
revenues from the foreign companies operating on its
land?

Mongolia can enhance its revenue collection by
implementing rigorous auditing mechanisms, employing
advanced data analytics to cross-reference reported
production with market prices, and enforcing stricter
penalties for non-compliance with its tax code and
contractual obligations, thereby mirroring successful
enforcement strategies observed in other resource-rich
nations (Mosusu et al., 2023; Wu, 2024) B4 78 This
approach necessitates a complete overhaul of current
auditing practices, incorporating real-time monitoring and
third-party verification to ensure accurate reporting of
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extracted volumes and sales figures (Doojav, 2021) [?2,
Moreover, strengthening the capacity of tax authorities
through specialized training in extractive industry
economics and international tax law will enable more
effective negotiation and enforcement of fiscal terms with
multinational corporations. Such measures would not only
secure a fair share of resource wealth for the nation but also
deter illicit financial flows and promote greater transparency
in the extractive sector, aligning with international best
practices for resource governance. Furthermore, integrating
advanced macroeconomic modelling with fiscal and
monetary policies is crucial for Mongolia to optimize
stabilization strategies and ensure that resource revenues
contribute effectively to long-term development goals. This
includes leveraging large Bayesian Vector Autoregression
models to assess the impacts of external factors like
commodity demand and global financial market shocks on
the Mongolian economy, thereby informing optimal policy
responses (Doojav, 2021; Doojav et al., 2023) ?2 %1, These
models can also help in designing an integrated
macroeconomic policy framework that ensures coherence
across fiscal, monetary, and macro-prudential policies,
clarifying instrument choices and stabilizing the economy
against external shocks.

Mongolian academics within their universities ought to
advise the government on the new mining contract policy.
Mongolia’s Legal and Economic departments must
regularly advise the state leadership on mining policy as the
Kazakh exemplar serves as a lesson for the future in
negotiating deals with overseas conglomerates.

Discussion

This comprehensive examination of Kazakhstan's assertive
legal posture against Shell Oil provides a pivotal case study
for Mongolia, particularly in addressing challenges such as
contractual disputes, environmental violations, tax evasion
allegations, and non-compliance with local content
requirements, which are commonly faced by resource-rich
nations ([lamupan et al., 2024). The insights derived from
Kazakhstan's experiences underscore the critical importance
of robust institutional frameworks and sovereign
assertiveness in safeguarding national interests against the
complexities of international resource extraction (Dmitry,
2021) [ This analysis offers valuable lessons for
Mongolia in developing its own strategies for resource
governance, emphasizing the need for comprehensive legal
and economic expertise to navigate intricate negotiations
and uphold national sovereignty in its dealings with foreign
companies. Kazakhstan's experience highlights the
importance of continually updating legal frameworks, such
as the Subsoil Code, to effectively regulate foreign
investment and ensure contractual compliance in the mining
and hydrocarbon sectors (Dmitry, 2021) 24,

Furthermore, the ongoing legal battles serve as a salient
reminder for Mongolia to prioritise strengthening its judicial
system and enhancing the capacity of its legal professionals
to effectively challenge and litigate against well-resourced
multinational corporations (Ybrayev et al., 2022) [, This
proactive approach would enable Mongolia to assert its
sovereign rights more effectively, drawing on precedents set
by other commodity-exporting nations that have
successfully navigated similar disputes (DeRemer et al.,
2025; Ybrayev et al., 2022) [8 8l Moreover, developing
robust domestic research capabilities, particularly within
universities and academic institutions, is crucial for
providing the government with independent, evidence-based
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advice on complex mining and resource policies, thereby
reducing reliance on external consultants and strengthening
national expertise (Wu, 2024) "8, This involves fostering a
collaborative environment where legal and economic
departments within academia can regularly advise state
leadership on optimal mining contract policies and provide
strategic guidance during negotiations with international
conglomerates (DeRemer et al., 2025) [8  Such an
integrated approach, drawing on both practical legal
enforcement and informed academic counsel, would
significantly bolster Mongolia's position in securing
equitable benefits from its vast natural resources, learning
from the varied experiences of nations like Russia, Ukraine,
and Azerbaijan in managing investor-state disputes
(Commander & Prieskienyte, 2022) 1,

This proactive engagement ensures that Mongolia can adapt
its strategies to evolving global economic conditions and
secure a fair share of its resource wealth while avoiding the
pitfalls of other resource-rich nations that have experienced
resource curse phenomena (Dezalay, 2021; Mikhalev &
Rakhimov, 2023) 2. 51 A deeper historical analysis of
Mongolia's mining boom reveals that its current challenges
are not novel, but rather a continuation of historical patterns
of external influence and the state's evolving position within
the global competition for critical minerals, suggesting that
current reforms must consider these historical precedents to
avoid repeating past errors (Dezalay, 2021) 2, This
continuity underscores the necessity for Mongolia to
develop robust domestic legal and regulatory frameworks,
along with enhanced enforcement mechanisms, to
effectively manage its mineral wealth and mitigate the
influence of external pressures (Dezalay, 2021) 9. This
involves a critical reassessment of existing agreements and
the development of new, more stringent frameworks that
prioritize national benefit and environmental protection over
short-term foreign investment gains, especially in light of
the country's immense, largely untapped mineral wealth
(Dezalay, 2021) 9. The early 2000s saw Mongolia
implement liberalized terms in its mining governance to
attract foreign investment, which led to significant state
revenue increases but also left the nation vulnerable to
global mineral price fluctuations and investment instability
(Hatcher & Grégoire, 2023) 4. This historical context
highlights the imperative for Mongolia to transition from a
reactive to a proactive stance in resource governance,
leveraging lessons from its own past and international
precedents to forge a more resilient and equitable extractive
sector (Burmaa & Ganbaatar, 2021; Hatcher & Grégoire,
2023) [12.34],

This shift necessitates the development of comprehensive
national strategies that integrate economic diversification
with stringent environmental and social safeguards, moving
beyond mere revenue generation to foster sustainable
development (Burmaa & Ganbaatar, 2021) [2. This
necessitates a thorough review of the Production Sharing
Agreement frameworks and the implementation of more
rigorous environmental and social impact assessments to
ensure that resource extraction genuinely contributes to the
nation's long-term prosperity rather than exacerbating
existing vulnerabilities (Yamamoto, 2024) [°1. Additionally,
the establishment of independent regulatory bodies with
sufficient authority and technical expertise is essential to
monitor compliance, enforce environmental standards, and
adjudicate  disputes  impartially, thereby reducing
opportunities for corporate malfeasance and rent-seeking
behavior (Schoderer, 2023) [®8. This approach is crucial for
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Mongolia, particularly given its history of struggling with
adequate regulatory frameworks and administrative
structures to manage the intensity of international extractive
interests (Schoderer, 2023) 81, Such reforms would not only
fortify Mongolia's position in negotiating with multinational
corporations but also ensure that the benefits of its extensive
mineral resources are equitably distributed and contribute to
genuine national development, rather than solely enriching
foreign entities (Reid-Shaw et al., 2021) (61,

Conclusions

These institutional enhancements are particularly pertinent
given Mongolia's significant mineral endowments, including
copper, gold, and rare-earth elements, which position it as a
resource-based economy for the foreseeable future
(Kurakova & Ponomarenko, 2021) 1. However, the
ongoing economic instability, marked by a budget deficit
and a persistent need for new financial sources, underscores
the critical need for robust institutional frameworks to
manage its mining sector sustainably (Burmaa & Ganbaatar,
2021) 2. This situation is compounded by a history of
political instability and corruption, which has often hindered
effective resource governance and led to public distrust in
government institutions (Dezalay, 2021) %, Therefore, a
concerted effort to enhance transparency, accountability,
and the rule of law within the extractive industries is
paramount to fostering sustainable development and
regaining public confidence (Doojav, 2021) [??1,

Moreover, addressing these entrenched issues will require
not only legislative reforms but also a cultural shift towards
greater ethical conduct and civic participation, as evidenced
by recurring corruption scandals and taxation disputes that
plague mega-projects such as Oyu Tolgoi (Hatcher &
Grégoire, 2023) B4, The consistent challenges faced by
mega-projects like Oyu Tolgoi underscore the urgent need
for a more transparent and accountable institutional
environment in Mongolia's extractive sector, particularly in
public procurement and contract awarding (Knysh &
Ponomarenko, 2021; Mosusu et al., 2023) 2 54 This
includes strengthening oversight bodies and implementing
advanced digital solutions for real-time monitoring of
contractual obligations and financial flows to mitigate
opportunities for corruption (Addison & Roe, 2024) 2, The
grievances at both local and national levels concerning Oyu
Tolgoi further highlight the necessity for comprehensive
socio-environmental  legislation and more stringent
oversight on mining rent collection and spending to ensure
equitable benefits for the populace (Hatcher & Grégoire,
2023) 341,

Such measures are critical for fostering public trust and
ensuring that the substantial revenues generated from
projects like Oyu Tolgoi, which is projected to account for
30% of Mongolia's GDP, genuinely contribute to national
development and poverty reduction, echoing the country's
past successes in lifting half a million people out of poverty
(Mosusu et al., 2023) 4. Despite these efforts, Mongolia
continues to face significant economic vulnerabilities, with
policies from 2012-2015 exacerbating import demands,
depleting international reserves, and fuelling inflation and
currency depreciation (Doojav & Luvsannyam, 2022) [24,
These economic pressures highlight the precarious balance
between harnessing natural resources for growth and
maintaining macroeconomic stability, further underscoring
the urgent need for prudent fiscal management and
economic diversification strategies to prevent over-reliance
on the extractive sector (Burmaa & Ganbaatar, 2021) 12,
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This delicate balance requires not only robust regulatory
frameworks but also a steadfast commitment to transparency
and accountability across all levels of governance within the
extractive industries (Knysh & Ponomarenko, 2021;
Zulkarnain & Paksi, 2025) [“2 &1 Furthermore, the
experiences of other resource-rich nations, including the
ongoing disputes in Kazakhstan with foreign conglomerates
like Shell Oil, offer critical lessons in navigating the
complexities of international investment while safeguarding
national interests and environmental integrity (Mikhalev,
2023; Sodnomdarjaa et al., 2024) 5% 721,

The challenges faced by Kazakhstan underscore the global
imperative for developing countries to fortify their legal and
institutional frameworks against potential exploitation by
multinational corporations (Asuncion et al., 2023) ¥, These
international precedents, particularly the Stockholm ruling
in favour of Kazakhstan, provide valuable insights for
nations like Mongolia in asserting their sovereign rights
over natural resources and enforcing compliance with
domestic laws (C6té et al., 2025) 161, Specifically, the legal
challenges mounted by Kazakhstan against Shell Oil,
concerning contractual disputes, environmental violations,
and tax evasion allegations, serve as a potent reminder of
the financial and reputational risks associated with lax
oversight and weak enforcement mechanisms in the
extractive sector (Macuane & Muianga, 2023) [, This case
highlights the complexities arising from private foreign
ownership of mineral reserves, emphasizing the critical need
for host nations to maintain robust fiscal regimes and
oversight (Raun, 2023) %51, Moreover, the legal battles faced
by Shell in Kazakhstan underscore the broader tension
between multinational corporations and host governments
regarding resource nationalism and the equitable

distribution of resource wealth (Jumambayev et al., 2025)
[40]

These tensions frequently manifest in protracted legal
conflicts over contractual obligations, environmental
compliance, and fiscal contributions, often exacerbated by
issues of corruption and weak governance within resource-
rich nations (Muyambiri, 2025; Vakulchuk & @verland,
2021; Hamupan et al., 2024) B% 7 Effective public
expenditure management, coupled with a strong rule of law
and an efficient judicial system, can bolster financial
stability and increase confidence among economic actors
(KUCUKOGLU & Geng, 2024) 1 This is particularly
relevant for states with abundant natural resources, where
the potential for resource curse dynamics necessitates strong
accountability mechanisms to prevent elite capture and
ensure that resource rents benefit the broader populace
(Baudot et al., 2021; Kramarz et al., 2022) [-44,

Kazakhstan's successful renegotiation of the Kashagan PSA
with foreign investors, including ENI, in 2008 exemplifies a
nation effectively safeguarding its sovereign rights and
economic interests (Dmitry, 2021) [3. This instance
showcases how a developing nation can assert greater
control over its natural resources and renegotiate agreements
to secure more favourable terms, despite initial challenges in
managing its own petroleum resources (Anna & Shishkova,
2021; Dmitry, 2021) [ 2. This approach demonstrates a
proactive stance in leveraging arbitration mechanisms to
ensure compliance with domestic regulations, especially
concerning environmental protection and local content
requirements (Dmitry, 2021) ?Y, This assertive stance by
Kazakhstan provides a significant precedent for other
resource-rich nations in Central and East Asia, including
Mongolia, demonstrating the viability of challenging
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powerful multinational corporations to achieve more
equitable resource management (Dmitry, 2021; Sahin, 2021)
[21. 671 The government of Kazakhstan, through the PSA
model, guarantees stability but reserves the right as a
sovereign state to implement new taxation legislation in its
economic interests, requiring mutual consent from both
parties for any changes (Anna & Shishkova, 2021) I,

This nuanced approach to Production Sharing Agreements
reflects a strategic balancing act, where initial investment
stability is assured, yet the sovereign right to adapt fiscal
frameworks for national benefit is preserved through
consensual renegotiation (Anna & Shishkova, 2021) [,
Such stability clauses within PSAs protect petroleum
investors' rights against legislative or administrative actions
that could adversely affect contract terms, though a
sovereign state can alter these terms with the contractor's
explicit consent (Anna & Shishkova, 2021) B, This intricate
contractual structure, while offering a degree of
predictability for foreign investors, simultaneously allows
for governmental flexibility in adapting to evolving
economic conditions and national priorities, thereby
mitigating risks associated with resource dependence and
ensuring long-term fiscal sustainability (Bhattacharya, 2024;
JHupanu & Ponomarenko, 2021) I,

Despite the initial intention of PSAs to safeguard foreign
investment from legislative alterations, the Kazakh
government has demonstrated its capacity to initiate new
taxation legislation for economic benefits, albeit requiring
mutual consent from both parties (Sahin, 2021) 7. This
practice showcases a delicate balance between honouring
existing agreements and exercising sovereign rights to adapt
fiscal regimes in response to evolving national interests,
especially considering that Kazakhstan has historically
sought to revise contractual terms to increase its share of oil
revenues (Dmitry, 2021; Sahin, 2021) [2%.67,

For Mongolia, these insights into Kazakhstan's proactive
resource nationalism offer a strategic blueprint for
enhancing its own regulatory frameworks and renegotiating
existing agreements to better serve its national development
objectives, particularly in light of its vast mineral wealth.
This approach requires a sophisticated understanding of
international law and strong institutional capacity to
effectively challenge powerful corporate entities and
negotiate favourable terms (Sahin, 2021) 7). The efficacy of
such a blueprint hinges on the development of robust
domestic legal expertise and a clear, consistent policy
framework that can withstand external pressures and arbitral
challenges (Anna & Shishkova, 2021; Commander &
Prieskienyte, 2021) B 1 This involves cultivating a
resilient legal and financial infrastructure capable of
navigating complex international arbitration landscapes and
safeguarding national interests against foreign economic
influences (Anna & Shishkova, 2021; DeRemer et al., 2025)
[3 181, This can involve strengthening domestic legal codes,
as mentioned earlier, to prevent profit shifting and ensuring
compliance with environmental standards, thereby fostering
a more equitable distribution of resource benefits (Anna &
Shishkova, 2021) B,

This strategic orientation ensures that the economic
advantages derived from natural resources are reinvested
into sustainable national development, rather than being
disproportionately repatriated by foreign entities (DeRemer
et al., 2025) (8, In addition, by drawing parallels with
Kazakhstan's green private sector initiatives, Mongolia
could implement similar strategies to encourage sustainable
practices among its nomadic herders and livestock owners,
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thereby safeguarding both environmental integrity and
traditional livelihoods (Wu, 2024) I8, This commitment to
sustainable resource management, aligning economic goals
with ecological preservation, positions these nations to
attract responsible foreign investment while simultaneously
mitigating the risks associated with rapid industrialization
(Obydenkova, 2022) [¥.  Furthermore, strengthening
indigenous businesses and promoting local content
requirements within resource sectors can foster broader
economic growth and reduce dependency on foreign
expertise and supply chains. Such policies are critical for
building a diversified economy resilient to global market
fluctuations and for ensuring that the benefits of resource
extraction are broadly distributed across the population,
fostering genuine economic empowerment and social equity
(Mosusu et al., 2023) >4,

These efforts resonate with the broader global movement
towards resource nationalism, where states increasingly
assert greater control over their natural assets to achieve
developmental goals and address historical inequities
(Burmaa & Ganbaatar, 2021; Macuane & Muianga, 2023)
[12. 491 This often involves re-evaluating existing contracts
and implementing more stringent regulatory frameworks to
ensure that multinational corporations operate in alignment
with national environmental, social, and economic priorities
(Wu, 2024) 781,

In summary, Mongolia should draw upon Kazakhstan's
strategic legal engagements and policy innovations to
enhance its own resource governance, fostering sustainable
economic development and ensuring environmental
protection amidst its significant mining sector (Mosusu et
al., 2023; Wu, 2024) B* 781 This includes leveraging
international legal precedents to secure fairer terms in
agreements and bolstering domestic institutions to manage
environmental compliance and local content requirements
(Kalina et al., 2022). Such an approach would facilitate the
transition towards a more diversified economy, moving
beyond a sole reliance on mineral resources towards sectors
like agriculture, renewable energy, and tourism, which offer
substantial long-term growth prospects and employment
opportunities (Gylfason & Nganou, 2024; Wu, 2024) [3%. 78],
Mongolia’s salaries would eventually increase if its
institutional capacity were strengthened to effectively
manage its abundant mineral resources and ensure a more
equitable distribution of wealth, drawing lessons from other
resource-rich nations (Mosusu et al., 2023) B4, This
strategic approach would mitigate the susceptibility to
external economic shocks and diminish the existing
disparities between urban and rural populations (Mosusu et
al., 2023; Wu, 2024) B4 781 Further, investing in human
capital and fostering strategic partnerships for foreign direct
investment, along with promoting regional integration for
increased trade, could significantly boost Mongolia's gross
national income per capita, mirroring Kazakhstan's and
Botswana's economic trajectories (Wu, 2024) 78],

However, despite these potential economic benefits, the
rapid expansion of the mining sector in Mongolia,
particularly projects like Oyu Tolgoi, has led to significant
environmental concerns, including water depletion and land
degradation, which disproportionately affect vulnerable
communities such as nomadic herders (Mosusu et al., 2023)
54, These ecological challenges necessitate a robust
regulatory response and vigilant oversight to ensure that
economic development does not irrevocably compromise
the nation's natural heritage and the livelihoods dependent
upon it.
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