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Abstract:  Worldwide coal consumption grew by 5.4% in 2011 against previous year and over 

6.6 billion tons of hard coal was produced. Coal accounts for 30.3% of global energy 

consumption, the highest share since 1969.  In 2011, North East Asian countries represented 

53% of the world coal production. It once again proved that Northeast Asia region is one of the 

promising destinations of the world coal market. China has been shifted to be net coal importing 

country same as South Korea and Japan. On the contrary, Mongolia and Russia are becoming the 

key coal suppliers in the region. Currently, Mongolia is under railway developments to boost 

coal export to Northeast Asia. 
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Mongolia’s export overview:  Foreign trade plays a crucial role in the Mongolian economy, 

with the value of foreign trade turnover almost equaling the country’s GDP. Mongolia has 

bilateral trade with more than 100 countries, including Russia, China, USA, South Korea and 

Japan etc. In addition, Mongolia is included in the GSP scheme (Generalized System of 

Preferences) of Japan, the USA and Canada, under which duty free entry is provided for goods 

and products. Foreign trade plays an important part in Mongolia's economy. Since acceding to 

the World Trade Organization in 1997, Mongolia has substantially liberalized its trade regime. 

This liberalization has involved the reduction of tariff rates and elimination of a number of 

import licensing requirements. Mongolia's overall trade policy objectives are to support 

economic growth through an effective trade policy, promote the industrial, mining and services 

sectors and increase country’s exports. More than 80% of our total trade accounts for trade with 

the Russia and China.  
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            Figure 1                                 Mongolia’s foreign trade (2002-2013) 

            

 

Figure 2.   Mongolian Export by products (2011) 

 

Source: Mongolian Customs Office 

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Export 690,3 790,9 1,019 1,177 1,435 2,061 3,244 2,137 3,200 6,598 6,738 6,357

Import 523,9 615,3 869,0 1,063 1,541 1,947 2,534 1,885 2,908 4,817 4,384 4,269

Total trade 1,214 1,406 1,888 2,241 2,977 4,009 5,779 4,023 6,108 11,41 11,12 10,62
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Mongolian exports are composed of few items, namely minerals such as coal, copper, 

molybdenum and fluorspar concentrates and gold and textiles. Minerals and textiles account for 

more than 60% of total exports. The country's main export destinations are China, USA, EU, 

Russia, Japan and South Korea. Mongolian export items enjoy preferential tariffs under the GSP 

schemes of the USA, EU, Canada, Japan and Russia. Trade with China represents more than half 

of Mongolia's total external trade - China receives around 90% of Mongolia's exports.  

Mongolia exports to China are dominated by mineral exports. Russia’s share volume to 

Mongolia’s foreign trade has been decreasing for past years. Mongolia mainly imports from 

Russia petroleum products and mining machineries. As to South Korea, metals and textiles were 

the main export commodities. Mongolian exports to Japan mainly minerals and textiles. In the 

outset of further robust economic development, the country is keen to further diversify its export 

markets. In this conjunction, Mongolia and Japan EPA/ FTA officially launched
1
 in 2012 and the 

first round of trade negotiations for an Economic Partnership Agreement.  

Mongolia’s coal potentials: Mongolia is estimated to have potential coal reserves of some 170 

billion tons
2
 and it accounts to 6-7 % of the world coal reserves. Most of these reserves are 

proven but have not been developed due to a lack of infrastructure.  

Tavan-Tolgoi is the country’s largest coal mine, containing an estimated 6.5 billion tons of 

coal
3
.  About a quarter of the coal at Tavan-Tolgoi is high-grade coking coal, a key ingredient for 

steel production. The rest is thermal coal. The coal reserves are massive and located in close 

proximity to the surface, which makes Mongolians easy to mine.   

Although Tavan-Tolgoi is one of the most impressive coal deposits in the world, Mongolia has 

even more to offer such as Nariin-Sukhait, Ovoot and Khushuut coking coal proven deposits in 

the Southern Gobi region of Mongolia. Mongolia has overtaken Australia to become China’s 

                                                           
1
 http://www.mofa.go.jp/policy/economy/fta/mongolia.html 

 

2
 www.mram.gov.mn 

3
 www.energyresources.mn 
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largest coking coal supplier in 2011 due to rapid increase of its coal production and competitive 

coal export prices.  Mongolia exported 20 million tons of coking coal to China in 2011 rising 

33.2% from a year earlier.                 

Figure 3.                                          Coal Resources Map of Mongolia

 

Influenced by the economic liberalization of the Northeast region, Mongolian economy is 

growing rapidly during recent years and growth peak reached 17.3 % in 2011. Mongolia’s 

economic development boom is caused due to the mining developments, especially the coal 

exports. In 2011, mining sector produced 18.6% of Mongolian GDP, where coal export 

accounted 47% of the country’s total exports.  

Coal-mining firms became prominent taxpayers that act as a main pillar to the economy and 

create new jobs. It is, therefore, coal sector has become the driving force of the economy. 

Reports say that around 23 mining resources and 7.8 tons of coal reserves that had been legalized 

in 2011. There are 85 officially registered coal mines in Mongolia, however, the quality of coal 

varies.  
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Figure 4.                      Mongolia’s coal production and exports (Million tons) 

 

 Source: Mongolian customs office 

 

Mongolian coal export initiated in 2003 and reached its peak in 2011 due to greater demand of 

Chinese consumption. Mongolia’s coal wealth attracts interest of foreign investors and 

multinationals.  

According to estimation conducted by the Mining Ministry, Mongolia will be able to export 

around 45 million tons of coal in 2015, 65 million tons in 2020 and 75 million tons in 2025. 

Mongolia is targeting China, South Korea and Japan as potential target markets for Mongolian 

coking coal.  (Figure 5) 
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Figure 5                        Mongolian coal export perspectives (Million tons) 

 

Source: Ministry of Mines Mongolia 

Other reserves in Northeast Asia region:  There are seven coking coal deposits with different 

capacities are located in Russian Siberia in proximity to Mongolian northern border. According 

to IMC Montan consulting firm, Russia might be able to produce nearly 80 million tons of 

coking coal by 2020 for local steel producers and for export, if currents infrastructure 

developments meet timeline. In 2012, the construction of the 402 km long railway road from the 

city of Kyzyl to the town of Kuragino was officially launched. The development of Eliga coking 

coal deposit in the  Republic of Tuva, in Siberia aims to supply coking coal to export to NEA 

market via Trans-Siberian railway.  

Today, the economic ties between Northeast Asian countries like Russia and China are 

tightening up, and it influences to increase Mongolia’s competitiveness, a landlocked country 

surrounded by these two giant markets. In September 2010, the leaders of Russia and China have 

agreed to develop its relationship into the strategic partnership. As a result, in 2012 the trade 

volume of 2 countries reached 88 billion USD and mutual investment has reached 4.1 billion 
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USD.  The statistics show that the majority of investments came in energy and coal production, 

natural gas, construction of oil pipelines and infrastructure projects.  

Figure 6.                                                  Coal Map of Russia’s Fareast

 

Table 1.                                   Russia’s coking coal perspectives by 2020 

 № Coking coal deposits Annual capacity (Million tons) 

1 Alsatskoye   6.8 

2 Elegest 18.0 

3 Eliga 24.0 

4 Mejegeiskoye 9.0 

5 Ulug hem 12.5 

6 Usunskoi 1 4.0 

7 Usunskoi 3 4.5 

  Total: 78.8 

Source: IMC Montan 
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In 2010, Russian Energy Minister and Head of the Chinese energy authority signed an agreement 

on Russia and China coal cooperation in Russian far eastern city Blagoveshchensk. According to 

this agreement, within 25 years Russia will be supplying coal from Russian Fareast to China. In 

order to reach the ambitious target of the coal cooperation, According to Russia’s new energy 

strategy towards 2030, Russian government is keen to move its coal export gradually from 

Europe towards Far east aiming Northeast market. Subsequently, current Russia-China intensive 

coal cooperation once again proves that Russia can be potential supplier of the coal to China and 

Northeast Asian  market in near future.   

Northeast Asian coal demand:  According to 2011 World Energy Outlook
4
, there are 861 

billion tons of coal reserves left in the world, equivalent to 112 years of global coal output. In 

terms of energy content, these reserves are approximately 3.2 and 2.5 times larger than those of 

natural gas and oil respectively. The International Energy Agency
5
 argues that coal demand is 

strongly correlated with economic growth. Faster economic growth normally results in faster 

growth in coal demand.  The power sector will remain the main driver of global coal demand 

between now and 2035.  The worldwide energy coal production reached 5.67 billion tons in 

2011
6
, of which China along produced nearly 50% and Russia produced 3.1% accordingly. 

China imported 146 million tons of energy coal from Indonesia, Australia, Vietnam and 

Mongolia in addition to its domestic production, while Russia exported 110 million tons to 

China, India, Japan and European market. Along these, Japan imported 121 million tons, South 

Korea 97 million tons of energy coal from Indonesia, Australia, Russia, USA and Canada. As per 

coking coal, worldwide production reached 967 million tons in 2011 (Table 2), of which China 

along produced 52.1%, Russia 8.1%, and Mongolia 2.1% accordingly.  As Chinese local 

productions had not met its local demand, China imported 38 million tons of coking coal from 

Australia, Mongolia and Russia. However, Japan imported 54 million tons, South Korea 

imported 32 million tons of coking coal from Australia, Russia, Canada and USA. Even though 

Northeast Asian countries represented more than half of the world coal production, major 

consumers such as China, Japan and South Korea imported 354 million tons of energy coal, 124 

million tons of coking coal from other markets.  

                                                           
4
 www.worldenergyoutlook.org 

5
 www.iea.org 

6
 www.worldcoal.org 
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Table 2.                Northeast Asian coal production/trade in 2011 (Million tons) 

Countries Energy coal Coking coal Brown coal 
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China 2831 - 146 504 3 38 136 - - 

Russia 178 110 - 78 14 - 78 - - 

Japan - - 121 - - 54 - - - 

South Korea - - 97 - - 32 - - - 

Mongolia - - - 20 20 - - - - 

World total 5670 - - 967 - - 1041 - - 

Source: World coal organisation 

As per Table 2, in the Northeast Asian region, only Russia and Mongolia exported coal to other 

markets. Thus table proves that, these two countries could be potential coal suppliers in the 

Northeast Asian region, because of their proximity. In 2011, some 19 thousand tons of mines 

washed coking coal from Ukhaa-khudag coal mine was successfully delivered to Japanese 

eastern port via Vladivostok sea-port in the Russian Far East. The shipment acted as initial 

attempts to supply Mongolian high quality coal to Northeast Asian market.  

Table 2 shows that Australia and Indonesia are dominating in the NEA coal market. Australia 

exports both energy and coking coal, however Indonesia exports mainly energy coal to the NEA 

market. Vietnam might impose limitations on its coal export even though it exported some 

amount of energy coal for China. The coking coal represented 19.2% of Chinese total coal 

import in 2011 accordingly 39% in Japan and 20% in South Korea. North American coal export 

amounted 15% of South Korea’s total import and around 4% in Chinese and Japanese coal 

import. 
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Figure 3.                         Sources of Northeast Asian coal imports in 2011 

  Coal imports Coal import sources Import(mln tons) Percentage (%) 

1 China Indonesia 64.8 35.2 

Australia 32.5 17.6 

Vietnam 22.1 12.0 

Mongolia 20.0 10.9 

Russia 10.6 5.7 

Canada 4.5 2.4 

Chinese total import:  184.0 100% 

2 Japan Australia 104.8 59.9 

Indonesia 35.5 20.3 

Russia 11.4 6.5 

Canada 9.6 5.5 

USA 6.3 3.6 

Japanese total import: 175.0 100% 

3 South Korea Australia 44.7 34.6 

Indonesia 40.3 31.2 

Canada 14.5 11.2 

Russia 12.7 9.8 

USA 6.1 4.7 

S.Korean total import:  129.0 100% 

Sources: China Customs Statistics, Trade Statistics of Japan, Korea Trade statistics.  

Russian coal is amounting 9.8% of South Korean import and 6% of Chinese and Japanese coal 

import In 2011, Mongolian coal export represented 10.9% of Chinese total coal import.  

Mongolia became the largest exporter of coking coal to China in 2011 by catching up Australia’s 

dominance. Thus, it has been evidenced that China is gradually shifted to be a net coal importing 

country same as Japan and South Korea, due to its increased domestic coal demand.  
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Prediction results of coal demand in Northeast Asia market as major market for Mongolian coal 

according to Ministry of Mines of Mongolia. As projected by World Energy Outlook, coal 

demand in of Northeast Asia increases at an annual rate of 1.6% from 2010 to 2025 and coal 

demand in 2025 will reach 4.5 billion tons 1.3 times as larger as in 2011. Looking at demand by 

coal type, coking coal increases at an annual rate of 4.6% towards 2025.  

Steel demand in Northeast Asia: Annual production for Asia was 1,012.7 Million tons of crude 

steel in 2012, an increase of 2.6% compared to 2011. The region’s share of world steel 

production increased slightly from 64.5% in 2011 to 65.4% in 2012.  

China’s crude steel production in 2012 reached 716.5 Million tons an increase of 3.1% on 2011. 

China’s share of world crude steel production increased from 45.4% in 2011 to 46.3% in 2012. 

Japan produced 107.2 Million tons in 2012, a -0.3% decrease from 2011. In 2012, South Korea’s 

crude steel production was 69.3 Million tons, a 1.2% increase compared to 2011. 

Table 4.                                        Top 10 steel-producing countries 

Ran

k 

Country 2012 (Mt) 2011(Mt) 2012/2011(%) 

1 China 716.5 694.8 3.1 

2 Japan 107.2 107.6 -0.3 

3 United States 88.6 86.4 2.5 

4 India 76.7 73.6 4.3 

5 Russia 70.6 68.9 2.5 

6 South Korea 69.3 68.5 1.2 

7 Germany 42.7 44.3 -3.7 

8 Turkey 35.9 34.1 5.2 

Source: World Steel Association 

Mongolia’s strategy to boost export: Mongolian government is keen to diversify its market for 

coking coal exports due to increased demand of coal in Northeast Asia region. However, the coal 

mining industry in Mongolia faces its fair share of problems and challenges like poor 
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infrastructure development, including railways, roads, and border passing stations with 

poor capacity. To tackle these issues, Government of Mongolia has adopted the infrastructure 

development policy which includes the planning to build up new railway connections linking the 

country’s major coal deposits in the Gobi Desert with Russia and China by connecting 

Mongolia’s existing rail network to the Trans-Siberian railway in the northeast and Chinese rail 

connections in the south in order to smoothly transport coal to China, South Korea and Japan.  

In June 2010, Mongolia’s Parliament approved a State policy regarding construction of the 

railway infrastructure and approximately 5,684 km of new railway is to be built between 2011 

and 2015.  

Planned routes are: Tavan Tolgoi-Sainshand 468 km, Sainshand-Huut 450 km, Huut-

Choibalsan155 km, Tavan Tolgoi-Gashuunsuhait 267 km and Nariinsuhait-Shiveehuren 46 km.  

(Distance from Mongolia to the Russian sea port is about 4,000 km while to the Chinese Tianjin 

port is 1700 km) 

Figure 7.                                    Railway developments in Mongolia 

Sources: Ministry of Road & Transport of Mongolia 
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Conclusion:  

• Northeast Asia region represents more than half of the world coal production/ 

consumption, and it will dominate in the world coal market within next decades.  As to 

predictions, the Northeast Asia’s coal demand will be 1.3 times as larger as in 2011.  

 

• Mongolia’s overtaking of Australia in Chinese coking coal import 2011 proves that 

Mongolia can be a potential supplier in China due to its promising coal reserves. Thus, 

there will be a tremendous opportunity for Mongolia to boost coal export to Northeast 

Asia. However, Mongolia’s major coal deposits are still facing the infrastructure and 

logistic obstacles. Thus, Mongolian government needs to expedite its infrastructure 

developments, especially the railway projects to link its major coal deposits with rail 

connections of neighboring countries.  

 

• As per Russia’s new energy strategy, Russian coal export is gradually shifting from 

Europe towards Fareast and Northeast Asia.  Recent days Russia-China strong ties in coal 

cooperation might lead Russia to become another potential coal supplier to Chinese coal 

market.  

 

• North American coal exports to the Northeast Asia market would decline gradually due 

to emerging coal exporters are appeared in proximity. It will give an opportunity for both 

Mongolia and Russia to dominate in the Northeast Asia coal market in near future.  

 

 

 


