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MONGOLIAN SUPPLY CHAINIMPORTANCE OF AND INVESTMENT OPPORTUNITIES
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 Laurenz Melchers, Chairman, Business Council of Mongolia
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Agenda
 Supply Chain – Definition
 Key Chain Links in a Supply Chain
 Road and Rail Network in Mongolia
 Major Development Areas in Mongolia where a reliable Supply Chain will be a key success factor
 Creation of new Urban Settlements
 Logistics in Mongolia today
 Example of a leading Supply Company in Mongolia
 Example of an integrated Supply Chain Mechanism to a leading Mine Site in Mongolia
 Value Added of a Mongolian based Supply Chain to both Customers and Country
 Investment Opportunities in the Mongolian Supply Chain.
 Closing Remarks.
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Supply Chain - Definition
 A supply chain is a system of
 organizations, people, technology,
 activities, information and resources
 involved in moving a product or service
 from supplier to customer.
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Key Links in a Supply Chain in the Mongolian
 Market
 Customers buying products
 Factories producing Products
 Distributors selling and servicing products
 Logistic Companies managing, storing and moving products.
 Planes, Trains, Trucks with which to move the product and companies
 who sell and service these.
 Infrastructure – Roads, Railways, Airports
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Road Network in Mongolia
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Railway Network in Mongolia
 http://www.toursmongolia.com/images/map_mong.jpg
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Major Development Areas in Mongolia
 where a reliable Supply Chain will be a key
 success factor
 http://upload.wikimedia.org/wikipedia/commons/6/69/Mg-map.png
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Creation of new Urban Settlements
 With new mines and surrounding infrastructure developments, a vast
 number of new jobs will be created.
 Urban centers will be developed to accommodate these jobbers.
 Urban centers require a broadened supply chain including local production.
 New urban centers provide further investment opportunities outside the
 mine site development. Examples: Housing, Hotels, Medical, Transport,
 Warehousing, Retail, Restaurants & Entertainment, Electricity, Heating
 etc.
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Logistics in Mongolia today
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Logistics Tomorrow
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Example of a leading Supply
 Company in MongoliaMongolian
 Melchers
 Star
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Example of a leading Supply
 Company in Mongolia
 The company started 12 years ago and employs 250 people today.
 We are among the top 50 tax payers since 6 years.
 MSM represents many of the top brand companies in the world and is
 involved in 3 main business activities:
 1. Mining, Exploration & Construction Supplies
 2. Automotive Sales & Services (Trucks & Cars)
 3. Consumer Goods Distribution
 Mongolian
 Melchers
 Star
 www.msm.mn
 http://www.msm.mn/
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Example of a leading Supply
 Company in Mongolia
 MSM represents among others the following world renowned companies:
 (formerly Humboldt Wedag)
 Mongolian
 Melchers
 Star
 www.msm.mn
 http://i671.photobucket.com/albums/vv72/princess-pinky-7/Mercedes-Benz-Logo.png
 http://www.droplex.com/images/construction/atlascopco_logo.gif
 http://www.flyingdoctor.org.au/IgnitionSuite/uploads/images/Boart Logo.jpg
 http://www.workingmother.com/BestCompanies/files/images/1/JJ_Logo_red.jpg?1252417448
 http://www.rock-supplies.com/images/Kimberley-Clark-Logo3.gif
 http://www.scottsdaleaz.gov/Assets/Public+Website/parks/parks+images/Mighty+Mud+Mania/Henkel+logo+small.jpg
 http://ordibo.be/htc/sponsorlogos/basf-logo.jpg
 http://downloads.german-pavilion.com/downloads/image.php?bild_id=12131&max_width=150&max_height=100
 http://www.trimergo.com/user_files/MTU logo.jpg
 http://www.msm.mn/
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Example of an integrated Supply Chain Mechanism
 to a leading Mine Site in Mongolia
 Oyu Tolgoi / MSM/ BASF Supply Chain
 Concrete is one of the core materials needed in any mine development.
 (Tunneling, Construction, Airport, etc.)
 Mines build their own batch plants in order to make concrete for their own
 needs.
 To make concrete suitable to specific needs, chemical additives are added
 as per formulation.
 At OT the speed of development is critical and therefore the need of large
 amounts of concrete on a daily basis.
 To satisfy this it was not enough to just import additives and transport them
 to OT. A more integrated process was needed.
 Mongolian
 Melchers
 Star
 www.msm.mn
 http://www.msm.mn/
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Example of an integrated Supply Chain Mechanism
 to a leading Mine Site in MongoliaOyu Tolgoi / MSM/ BASF Supply Chain
 The supply chain to satisfy this is now set up as follows:
 1. BASF builds a local factory, producing additives in
 Mongolia.
 2. MSM becomes the warehousing and supply company for
 BASF.
 3. MSM invests in staff, warehousing, stock and bulk delivery
 container tanks.
 4. BASF and OT work together on design and size of bulk
 storage at the OT mine site.
 5. BASF stations an additives specialist at the OT site to
 quality control and formulate add mixture design and
 workability on the spot.
 Through this mechanism a reliable in time supply chain can be
 guaranteed to the end user.
 Mongolia benefits on this value added process in terms of
 investment, employment, local know how and taxes.
 Mongolian
 Melchers
 Star
 www.msm.mn
 http://www.msm.mn/
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Value Added of a Mongolian based Supply
 Chain to both Customers and Country
 It is important to build up supply chain know how and capacity in
 Mongolia. It would be wrong to take the easy way now and to just
 import everything from suppliers in countries where the supply
 chain is already fully working.
 An up and running Mongolian Supply Chain ensures that Mongolia
 as a country benefits on the complete of investment. A local supply
 chain offers possibilities of local production, local employment,
 local tax payments and therefore further increase in local economic
 activity.
 Economic activity is what a government needs to make investments
 in crucial sectors such as education, health care, infrastructure etc.
 To the customer a Local Supply Chain will mean faster and easier
 access to products needed in the daily business cycle.
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Investment Opportunities in the Mongolian
 Supply Chain.
 Logistics (Supply as well as ore transportation)
 - Warehousing
 - Trucking
 - Air Cargo
 Infrastructure Construction (Road, Railway, Power Plants, Industrial Parks)
 New Urban Development (Housing, Hotels, Entertainment, Retail)
 Mine Contracting
 Medical
 - Hospitals
 - Emergency Evacuation Services (Helicopter/Fix Wing Planes)
 - On site medical services.
 Education
 - Vocational Training Centers
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Closing Remark
 Mongolia is at the start to become a mining destination with an abundance of natural resources.
 Building of infrastructure and of a capable as well as reliable Supply Chain will be key to a successful mining nation.
 Creating a Supply Chain with its base in Mongolia are a further key factor to success. This benefits both customer and country.
 There is an abundance of investment opportunities in the Supply Chain. ‘The early bird catches the fly.’
 Mongolia is peaceful and its people resourceful.
 Diversifying your portfolio to include investments in Mongolia now should reward you for your entrepreneurial instinct.
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Thank you for your attention!
 www.bcmongolia.org
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