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POVERTY ANALYSIS (SUMMARY)1

1. Although a decade of strong economic growth has substantially boosted average 
incomes, a large segment of Mongolia’s population continues to live below the poverty line. An 
estimated 39.3% of the population is living below the poverty line in 2010, with nomadic families, 
households headed by women, and recent urban migrants registering a high poverty incidence. 
Inequality is severe between the urban and rural areas, especially in the western part of Mongolia. 
This is reflected in poor and unequal quality access to basic social services in underserved 
suburban and rural areas, as well as unequal access to information, decent urban housing, and 
infrastructure. Inequality is rising over time, with the Gini coefficient increasing from 0.33 in 
2002–2003 to 0.36 in 2007–2008. Over time, poverty incidence has fallen more rapidly in urban 
areas than in rural areas. Interpreting income poverty figures is complicated by the large degree 
of economic informality and the strong incentives that households have to underestimate 
income and expenditures. 

 
 

 
2. Good progress has been made in reducing non-income poverty:  

(i) Maternal and infant mortality rates have steadily fallen since 1990.  
(ii) There is near universal literacy.  
(iii) Primary and secondary school gross enrolment is over 90% of the required 

cohort.  
Mongolia is well on-track to meet most of its Millennium Development Goal commitments, 
although the growth slowdown in 2009 and the 2010 dzud have resulted in job and livestock 
losses and cutbacks in spending on infrastructure and social services.2

3. The 2006 participatory poverty assessment identified a number of factors that contribute 
to poverty and vulnerability. These included high prices of basic staples, lack of access to credit, 
remoteness, and limited access to clean water, transport, power, and markets. The key causes 
of poverty included loss of livestock due to severe weather, illness-related financial stress, and 
natural or economic disasters. Other factors that were identified as contributing to poverty 
include a poor work ethic and alcoholism. The most vulnerable are perceived to be those who 
have lost all assets, the disabled, the elderly, orphans, the homeless, and single-parent 
households. According to the 2009 participatory poverty assessment update, the major factors 
contributing to poverty are debt and the lack of education, employment, social networks for 
assistance, and registration for migrants.  

 
 

 
4. The Government of Mongolia operates about 60 different social transfer programs. Few 
of these are targeted specifically to the poor, and surveys suggest that a large share of the 
transfer payments go to non-poor households. There is considerable overlap among the 
programs, and they are costly to administer. The amended social welfare law passed in January 
2011 includes an emphasis on poverty targeting for benefits such as food stamps, health and 
education subsidies and a new poverty benefit. The National Statistics Office has approved a 
methodology for poverty targeting that is being used by the Ministry of Social Welfare and Labor 
for identifying poor households. The methodology, called proxy means testing, is an indirect but 
scientific and reliable way of measuring a household’s welfare using a simple questionnaire. 
The Asian Development Bank-funded targeted food stamp program is rolling out the proxy 
means testing methodology nationally to create the initial database of poor households. The 
                                                
1 This summary is based on Richard Marshall et al. 2009. Mongolia Country Poverty Assessment. Ulaanbaatar; and 

World Bank. 2009. Poverty Profile in Mongolia. Washington, DC. 
2 Severe winter conditions and shortage of animal fodder resulting in a local natural disaster is known as a dzud. A 

grant of $2.5 million from the Asian Development Bank's Asia Pacific Disaster Response Fund was used to help 
those most affected by the 2010 dzud. 



 

 

Human Development Fund, established in 2009 has distributed some of the mineral wealth 
equitably to each Mongolian. This has been particularly helpful to poor households but when the 
transfer ends in 2012, a targeted social welfare program will be necessary to protect the poor.   
 




