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I see that the Mongolian startup ecosystem is currently in a fascinating
stage of development. First of all, this ecosystem is undergoing the
crucial phase of self-identification and definition, with investment
structures and key players in the ecosystem emerging rapidly. An integral
aspect that evolves together with this, is startup valuation, which offers
numerous benefits such as market recognition, benchmarking, investor
and founder agreeing on valuations, and development of valuation
methodologies.

The primary characteristic of Mongolian startups is their inclination to
operate in one or more markets right from the outset. While this
inclination is influenced by the limited size of the domestic market and
the competitive landscape, the eagerness to venture into international
operations is more pronounced compared to founders in other countries.
It is commendable that in recent years, several startups have
successfully expanded beyond domestic borders and are operating in
other markets, which exhibit true inspiration, experience and knowledge
to others.



CONTENTS

1. The basic information of the Mongolian startup ecosystem
1.1. Executive summary
1.2. Companies’ field of operation and founders
1.3. Startup company founders, by gender and level of education
1.4. Training institutions the startup company founders attended
1.5. Number of startups operating in Mongolia
1.6. The most attended startup and IT events
1.7. Accelerator and investment programs supporting startups and entrepreneurs
1.8. Startup co-working spaces operating in Mongolia
1.9. Investment funds and funding institutions
1.10. Education and training programs for students
1.11. Research institutions
1.12. Startup Ecosystem Influencers

2. Analyzing the current situation, challenge and potential in Mongolian startup ecosystem

2.1. Company governance

2.2. Shareholding structure of startup companies

2.3. Number of employee, per startup company

2.4. Period of time starting to earn incomes from company operations
2.5. Customer and market information

2.6. Market research time periods

2.7. How client data is stored

2.8. Number of active clients, by percentage

Copyright Notice

0
 §
2

R RRPROVDONSOOG W

14

15
15
16
17
18
18
19
20

-4

jlca’ > sTART

2.9. Company valuation
2.10. Valuation amounts, by MNT
2.11. Company valuation status
2.12. Valuation related problems
2.13. Investment
2.14. Source of funding
2.15. Seed funding amount, by MNT
2.16. Cooperation
2.17. Specialized training
2.18. Accelerator program outcome
2.19. Business challenges
2.20. Key challenges when running a business
3. Proposing future ideas for the Mongolian startup ecosystem
3.1. Required support
3.2. Essential types of assistance for startups
3.3. Conclusion
3.4. Silicon Valley
3.5. Japan Startup Ecosystem
3.6. Estonia's Emergence as a Global Startup Powerhouse
3.7. Policy documents related to startup, entrepreneurship, and IT fields
2024 Mongolian Startup Ecosytem Map

This report is protected by Mongolia and International copyright laws. Reproduction and distribution of the report without written permission of the sponsor is prohibited.

©2024 Japan International Cooperation Agency & Start Venture Builder

21
21
22
22
23
24
24-25
27
28
28
29
29

30
31
32
33
34
35
36-39
40



venture builder

- 9
Mongolian Startup Ecosystem Report 2023 Jic } b 2 START

1. The basic information of the Mongolian startup ecosystem

1.1 EXECUTIVE SUMMARY SEED AND SERIES A VALUATION

The baseline survey was conducted based on the questionnaires completed by the
founders of 91 startups and the key stakeholders operating actively in the Mongolian GLO BAL & MONGOLIA
startup ecosystem. The sample stakeholders include non-governmental organizations, @ Mongolia @ Gilobal

coworking spaces, accelerators, development banks, corporations, and professional
associations.

The surveyed startups have raised MNT 127 billion through an average of four rounds of 40,000,000 |--rrrrrrrrmn it gt
fundraising, and the market valuation of those companies has totaled MNT 443 billion.
On average, the valuation of the pre-seed, seed, post-seed and series A stage startup
have been MNT 609 million,MNT 1.1 billionMNT 3.1 billionMNT 16.6 billion, 30,000,006 |iaaa-izrr 2 a1k 0 dee B .
respectively. The surveyed startups have created a total of 1,021 jobs, and have
operated with 12 employees each, on average. 36 percent of the startups surveyed have
started their operations in 2020 and 2021, while the 80 percent of them started their
businesses to solve the challenges that arose from the COVID-pandemic and to meet
the needs of their users.

The survey results reveal that three types of challenges have been encountered by
startups: the lack of skilled human resources, small market size, and high taxes and 10"000. 0008 T anc v T s i
social security payments.

20/080,0001 Eet = ae e e

Seed Series A

©2024 Japan International Cooperation Agency & Start Venture Builder
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CHALLENGES AND PROBLEMS IN DEVELOPING STARTUP ECOSYSTEM

aamm o -
Lack of coherence in
legal environment

Unfavorable and under developed
investment environment

Skilled human resources,
lack of founders

CHALLENGES ENCOUNTERED BY STARTUPS

® 24% Market environment, sales and marketing issues
22% Skilled HR and finance related issues
21% Finance, tax and relevant legal framework issues

8% Investment issues

® 6% Lack of team building and own expertise

©2024 Japan International Cooperation Agency & Start Venture Builder

Moreover, 80 startups that participated in the "Mongolia
Startup Ecosystem Baseline Survey" conducted in March
2022 have created the total of 1,318 jobs, and for them the
most pressing issue identified at the startup level was
human capital formation (63%).

As of the Mongolian startup ecosystem stakeholders, there
are 8 organizations actively investing, 3 venture studios, 5
accelerator programs, 3 co-working spaces and 8
professional associations. During 2011-2015, international
and local hackathons, competitions were predominant,
while during 2015-2019, Pre-Accelerator programs, IT
conference, business events and shows and government
projects were also actively organized. During 2020-2023,
startup accelerator programs, venture studio models,
investment funds and co-working spaces became more
active.

Moreover, 80 startups that participated in the "Mongolia
Startup Ecosystem Baseline Survey" conducted in March
2022 have created the total of 1,318 jobs, and for them
the most pressing issue identified at the startup level
was human capital formation (63%).



1.2 COMPANIES FIELD OF OPERATION jicaZ >p AN

91 startup companies participated in the survey, while analysis was made based on the data of 81 startups that provided complete answers. the majority of these
companies are it companies, such as service software development, e-commerce, health and education, while companies engaged in physical product
development alone compose 10 percent.

Companies’ Areas Of Operation
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1.3 Startup company founders, by gender and level of education

o O o 14% of the respondents

® © ¢ ¢ & o ¢
are women, 86% are men,
64% have a bachelor's
degree and 36% have a
@]

® Male86% Female 14%  master's degree.

NUM
MUST
Other local
Abroad
MULF
MNUMS

' 26

0 5 10 15 20 25 30

Regarding the training institutions they have attained their degrees, 19 graduated
from National University of Mongolia; 26 from Mongolian University of Science
and Technology; 1 from Mongolian National University of Medical Sciences; and 1
from Mongolian University of Life Sciences and 15 people received their
education abroad.

1.4 Training institutions the startup company founders attended

® 64% Bachelor’s ® 36% Master’s
% Degree Degree

In terms of occupation areas, there are 18 gained occupation in Business
Management, 14 in Software, 9 in Information Technology, 10 in Engineering,
4 in Banking and Financial Management, and 3 in Law respectively.

Regarding the salary level, 36 people earn an average up to 3 million MNT,
25 people earn between 3-5 million MNT, and 5 people have an average
salary of over 5 million MNT.

over 5 million MNT 3-5 million MNT up to 3 million MNT

Compared to the previous year's survey, the percentage of women among
the startup founders changed from (35%) to (14%). Please note that some
institutions surveyed in 2022 are different from those in 2024.



1.5 NUMBER OF STARTUPS OPERATING IN MONGOLIA

A Number of startups operating in Mongolia ; o
Number of startups actively operating in Mongolia was estimated by counting publicly known and active organizations that operate as startups in different sectors.

158 STARTUPS
1 2 1 1 3 11

AR VR tech Blockchain Cloud computing tech Database tech Delivery Edtech
11 2 10 5 2 3
Fintech Gaming Healthcare tech Hospitality tech Insurance tech ToT
4 1 1 3 10
Legaltech Logistic tech Marketing and advertising Marketing tech Media
2 2 3 2 13 2
Metaverse Navigation tech NFT Marketplace Point service Product Protech startups
13 1 6 3 15
Retail and E-commerce Ride Hailing Tech Service Social Networking Saas
2 3 12 1
Talent Tech Telecommunication Tech Crypto Exchange Funding Tech

Compared to the previous year startup survey results, there were no significant structural changes in the areas of startups activities.
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1.6 THE MOST ATTENDED STARTUP AND IT EVENTS

{.Ct ﬂ -H-leug SUMMIT startupweekend a2
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1.7 ACCELERATOR AND INVESTMENT PROGRAMS
SUPPORTING STARTUPS AND ENTREPRENEURS

M‘Storﬁ é SOCRATUS MON ! .

startup studio

MEBINIA  YXe. &

Star Venture
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1.8 STARTUP CO-WORKING SPACES OPERATING IN
MONGOLIA

INNOVATION mgice ‘%’

PROSPACE

cowork

TERMINAL

10
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1.9 INVESTMENT FUNDS AND FUNDING INSTITUTIONS

INFORMATION AND
COMMUNICATION
TECHNOLOGY

G\ TESO ICT

GUND INVESTMENT investment GRDUP

MCS\VNTURS /N ANDGLOBAL  Synergy

A True Fintech Company
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1.10 EDUCATION AND TRAINING
PROGRAMS FOR STUDENTS
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1.11 RESEARCH INSTITUTION

m@ Insightful

Innovative

AXiOm B E Strategic
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1.12 STARTUP ECOSYSTEM INFLUENCERS

$0480
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ENKHBAT BAT-OKTYABRI ZOLBAYAR GANJIGUUR ZOLZAYA MUNKHTSOG ERDENEBAYAR
DANGAASUREN DAVAASUREN ODONSUREN NATSAGDORJ JARGALSAIKHAN ALTANKHUU SAINJARGAL
Founder of Datacom, Director, Ecosystem CEO of Mezorn, UBCab Co-founder at Director at IT Park CEO of Socratus CEO of TESO
Business.mn Development at Techstars Holding, UBCab llc Fibo Cloud Startup Studio Investment

S

[

BAT-IREEDUI SAINBILEG BATTAMIR BAYARSAIKHAN MENDBAYAR DAVAAJAMTS TAMIR
JARGALSAIKHAN MANDAKH ADILBISH VOLODYA TSEVEEN CHOINDON BAYARSAIKHAN
CEO of Gund Investment President of CIO President of Founder at Co-founder and CEO of CEO of Mstars Director of MOSA
Holding Club MOSA NGO TOMYO Shoppy Intelmind LLC HUB NGO
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2. Analyzing the current situation, challenge and
potential in Mongolian startup ecosystem

2.1 COMPANY GOVERNANCE

98 percent of the companies that participated in the survey have been

registered as Limited Liability Company in Mongolia.

2.2. SHAREHOLDING STRUCTURE OF STARTUP COMPANIES

Jointly owned with a foreign company 12% 39%

Jointly owned with other companies 2%

10%

® Supported by a parent company 10%
® Founder 35%

Jointly owned by co-founders 39%

—
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Based on the data provided by the survey participants, the companies
employ the total of 1,021 people. Companies are divided into following
groups by their number of employees:

- 30 companies with up to 5 employees

- 18 companies with 6-10 employees,
- 15 companies with 11-20 employees.

47,6%
Up To 5 Employees i 30
iﬁé%
6-10 employees 18

23,8%
11-20 employees 4 15

In addition, companies with more than 10 employees mainly focus on
service software development (Saas), fintech, and communications,
while companies with up to 10 employees are evenly distributed in the
areas of product development, health education technology, law,
human resources, capital management and customer services.

15
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2.3 Number of employee, per startup

Unknown l .
No employees
Upto5

6-10 employees
11-20 employees
21-30 employees

31-40 employees

Over 40 employees [ I 3 ; ; .
0 5 10 15 20 25 30 35

According to the "Law on Support of Small and Medium Enterprises and Services" approved on June 6, 2019, "Micro-enterprises and service providers" are
defined as "micro-enterprises and service providers" with up to 10 employees, operating in the fields of production, trade, and services, with up to MNT
300.0 million of sales income per year. More than half of the organizations involved in our survey belong to this "Micro-enterprise and service provider”
category.

As for the composition of startup company founders, the company founded by a single person or jointly by 2-5 individuals compose the majority or 74% of
survey participants, while there is an increased trend of startup companies jointly owned by individuals and companies, jointly owned by number of
companies, and those supported by a parent company.

©2024 Japan International Cooperation Agency & Start Venture Builder
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company operations
36 months e ' : : Considering the period of time when the startup companies started
24 months - : earning from their operations, most or 35 startups started earning some
. . ; income immediately after starting operations, while a total of 23
18 months ”, 1 / / ' startups started earning operating income within 6 months. Most
15 months m 1 / ! prominent areas of technological development of these companies are
. in service software development, e-commerce, product development,
12 months _ 10 and health and education services. However, for travel and hospitality
11 months - 1 / ; ; platforms, there is an indication that revenue has started after 24

months or even longer.
10 months i 1

8 months ;1 ; . :
: _ ; In the survey conducted last year, 64 percent of the participating
7 months ;1 : ; ' startups began generating profits within their first year, while this
/ ' year's survey revealed that 85 percent of all partlclpants achieved

6 months 4 .

X prohtability W|thin 12 months.
3 months B )
2 months D S

1 months I

0 month m 35

0 5 10 15 20 25 30 35 40
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2.5 CUSTOMER AND MARKET INFORMATION

In terms of customer attainment, 13 of the total
respondents operate as B2C type, 26 as B2B, and 43
operate as a combination of B2B and B2B types.

Moreover, regarding the survey question on whether or not
a similar business exists in local or international market, the
participants responded in the following way:

- 54 companies or 66% of all participants answered yes.

- Only companies developing capital management and
travel platforms answered no, meaning that the business
models they offer are unique in the market.

2.6 Market research time periods
24%
!
Longer than 12 months ! . l

 47%

6-12 months

® Up to 6 months

According to last year's survey findings, the primary market segment identified by startups
was B2C (75.3%), followed by B2B (65.4%), and B2G (18.5%). The total number may have
duplicate counting as startups cater to multiple customer types. Essentially, a significant
portion of startups serve a hybrid customer base comprising both B2B and B2C clients.

When the participants were asked about the time they spent on market research with regards to
starting a business, 24% of the participants launched their products and services on the market
based on market research for up to 6 months, 47% for 6-12 months, and 28% for more than 12
months. The average length of time that all participants have performed market research is 13
months.

Regarding the possibility of expanding their current business internationally,
78 companies believe that it is possible, while 2 companies have already
started selling their products to consumers in the United States and China.

As for a startup companies that develop social platforms, they have initially
planned for an internationally open market, while for startups dealing with civil
registration and customer finance and credit database systems, they have
initially planned for domestic market only, so their products and services are
not accessible internationally.

0 5 10 15 20 25 30 35 40
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2.7 How client data is stored

When asked how clients’ data is stored, the most common form used by survey participants is to store it in files in their own databases and in AWS. As for the
2 companies that provide services by connecting to the civil registry and the bank account information systems, the client data is stored in the National Data
Center.

In response to the
question if they pay
any software licenses
fee, 42 companies
answered that they

pay regular license Digitalocean
> Clovddes : w AWS

Own server

Microsoft excel

National Data Center
4.3
Microsoft Excel

___Google Cloud

A e e e T A e
©2024 Japan International Cooperation Agency & Start Venture Builder
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2.8 Number of active users, by percentage

More than 100,000
10,000-100,000 36.8
5,000-10,000

1,000-5,000

Up t0 1,000

0 5 10 15 20 25 30 35 40

Based on survey results, more than half of companies have up to 10,000 active users, while e-commerce, education and healthcare technology
development companies have the most number or over 10,000 active clients.

©2024 Japan International Cooperation Agency & Start Venture Builder
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