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PREFACE 

Thi-. lndu .. 1n;1! D..:\dopml·nt R.:\i..:\\ ,,f \t.m!!••li;i i .. part 11f a non-.. ak-. .. ...-ri..:., aim..:d al 
,tr..:n!!lhc.:nin!! th:: "01untr~ f111,.-u,·· of l ·,100 acli\·:ti.:... Within th..: fram.:worL: ,,f th..: v.11rL: 
pn'!!ramm.: ,.f th.: R..:!!i•inal ;mJ c,1untr~ S1udi.: .. Bran.:h ,,f l"'IDO. which m11nitnr ... th..: 
intl.rn;1ti,1nal inJu ... tri;1li1.1!i1in pn•.:..:". th..: R..:\i..:\,., pn1\idc a ... un..:y and anal~'\i'\ of .:ach n1untr~\ 
indu ... 1rial d.:\clopm..:nt achi.:\.:nJL·nh. Th..: R..:\i..:w ... an: int.:nd..:d 111 pnnid.: a .,....n~cc It• th11-...: 
v. it hin l. 'I DO ;md ''' h..: r int..:rn;1t i1 •n;1l a!!.:ncil.·•;c1 mc:..:rn.:d v. it h indu ... 1 rial pt•lil:. plannin!!. pmj..:ct 
d..:\d11pm.:nt ;1m.J impkm..:n1a1i1•n. and It• Ix J n·ad~ -.ourn: of informatitm for !!•W..:rnm..:nh. 
im...-~h>r'. indu,tri.1li .. i.. . .:ntr..:pr..:nl·ur ... pt•lic~-mak.:r-.. in1..:rnati1m;1l nr!!ani1atit1n .... aid a!!cnci..:'\. 

ac.1d.:mi,· ... and r..:,..:;ird1 in ... 1i1uk-.. 

Th.: Rnil"\\' h;1\l.· t\\t• ,,·p;1r:tk but int.:rr.:bt..:d lll>jnti\c,: th.:~ ar..: d...- ... i!!n..:d It• Ltcililak ;md 
prnm1•t,· th.: adi\ itic' nf l .,, D< >. ·'' \\..:II a' 1t1 ":n.: ;1, ;m informaliw and an;1l~1ical docum..:nt 
for th.: int.:rnati11n;1l indu,tri.1l r1•mmunil~- Th..: ;mat~,,_., omtain..:d in th..: R..:\i'"'' ar.: int..:nd..:d 
It• ... upport th.: 1,·rhniral a ...... i,t;m.-.... pr••!!rammin!! fnr indu-.tr~ hy pro\idin!! indu-.11~ 'p.:cilic an;1l~"i" 
\\hich m;1~ ,.:n.: a-. an input I•• pn~r.1mmin!! .u:tiviti..:, ;mJ a ... a ha'•' for inft•!m..:d Ji ... cu ...... inn-._ 
Th.: R..:\i.:v.' ar..: :11,., J.:,i!!n..:d 111 ;1c.:1•mm11J;1t.: th..: n.:nl-. of a wid.: r..:ad.:r ... hip in th.: in1..:rnati1m;1l 
01mmunit~ ;1,,111.·i;1Li:d v.ith inJu,lr~. fin;mc..:. tr;1J.:. bu,in..: ....... ro1.:;irch and !!••\.:rnm,·nl. la~in!! th..: 
!!niundv.nrL: fnr und..:rtakin!! in-J..:pth ;tnal~,,_., llf 'Jll·cific a ... pn1 ... nf indu ... trial d.:\d11pmcnt tr..:nJ ... 

p.1lici..:' and ... 1r;1h:!!i.:-.. 

'!"hi' R..:vi..:v. 01mpri-...:' Ii\..: Ch;1pt..:r,_ Ch;1pt..:r I pr..: ... ..:nh an ,1\·..:rv1..:w of th..: ..:c11n,1m~ of 
\t11n!!11lia. Ch;1ptl·r II ;1n;1l~'c.:' polil.y i ... -.u...- ... and th..: in ... 1i1u1i,1nal fram..:v.tirL: for indu ... trial 
dc.:\c.:lopmc.:nl. The.: 'trul"lurc.: ;1ml ix:rformanc.:..: ,1fthc.: m;mufacturin!! -.c.:ctor ;1rc.: an;1l~o;c.:d in Ch;1pt.:r 
Ill. with p;1rtirnbr rdc.:rc.:n,·..: 111 !!rnv.1h ;tnd 'tructural chan!!..: . ..:mploym..:nt. prnducti\ity. 
11\\nc.:r,hip. lnc1tinn and tr;1J.:. Ch;1pt.:r I\" c.:x;1minc.:' th.: p..:rform;1nc:.: and pni,p.:ct" ,,f L:.:y 
indu,tri;1l hr;mch..:,_ Ch;1pt.:r \. pr.:,.:ilh up-to-J;1t.: information on n: ... ourc..:' for indu ... trial 
J.:\dopm..:nt. Data 1m m;icnin:1innmic: and inJu,trial tr..:nd<. an.: pn: .. cntcd in Ann..:x A. and 
For.:i!!n lm..:~tm..:nt Liv. and T;1x Liv. ar..: pr...- ... ..:nt..:d in Ann..:x B and Annex C r..:-.p.:cti\·cly. 

Thi ... R.:\i'"' v.a-. pr.:p;ir.:J in r11t•p.:ratinn with Dr. 'ichol;i, \tiddl.:ltm. l"'IDO wn,ullant. tm 

th,· h.1'i' 11f inf1•rm.11inn a\.1ibhl.: '";ii Jun..: 1'1'1.t 
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EXPIANATORY NOTES 

References to dollars (S) arc lo llnitcd Stales dollars. unlcs..o; otherwise stat:.:d. 

Datt'S di\idcd hy a slash ( ll1lH/lJ.!) indicate a liscal year or a crop year. Dart•s di\itkd hy a hyphen 
( 1'1l>l-199.!) indicate the full period. including the beginning and the end years. 

In Tahlcs: 

To1als may not add precisely hccau.sc of rounding. 
Three dots( ... ) indicate tbal dala arc nol availahlc or not scparalcly reported. 
A dash (-) indicates that data arc not applicahlc. 

The following ahhre\iations arc used in this puhlication: 

CES 
CMEA 
GDP 
GNP 
IMF 
NMP 
T 
MVA 
TR 
UNDP 
liNIDO 
UNSNA 
USSR 

Cenlral Energy Sysrem 
Council for Mulual Economic Assislance 
Gross domcslic product 
(jross National Prnducr 
International Monetary Fund 
Net material product 
Tugrik 
Manufacturing value added 
Transfcrahlc Rouhlcs 
United Nations Development Programme 
United Nations Industrial Development Organi1ation 
United Nations System of National Accounts 
Union of Smict Socialist Repuhlics 



BASIC INDICATORS 

BASIC INDICATORS I: THE ECONOMY 

GDP ( 1991) 
(constant 1986 prices) 

Population (1991) 
Growth rate (1979-89) 

Labour force (1990) 

Composition of GDP 
(per cent) 

Retail price index 
(1980=100) 

Exchange rate 
(Tugrik equivalents to SI) 

·----------------

a I n,I June. 
I>/ l'nJ Jul~. 

T 8.580.2 million 

2.1 million 
2. 5 per cent per anmJ11 

965,400 

Agriculture 
Industry 
Construction 
Transport 
Coomunications 
Trade and catering 
Other material sphere 
Non-material services 

1985 1986 1987 
103.1 102. I 102. I 

1990 1991 1992 
102. I 155.9 347 .2a· 

1986 1987 1988 
3.18 2.89 2.89 

1985 1990 
18.8 20.2 
32.8 33.8 
5.7 5.7 

13.8 11.3 
1.7 l.9 
9.1 9.1 
l.6 l.4 

16.6 16.5 

1988 1989 
102. I 102. I 

1989 1990 1991 1992 
3.0 4.67 40.0 40.o"I 



\111 Busk ltrdicutors 

RASIC INDICATORS II: 

Food crops 
(Thousand tonnes. 1991) 

Livestrck 
(Thousand head, 1990) 

Mining, precious metals 
(output not available) 

Hining, others 
(Thousand tonnes, 1991) 

Electricity production 
(Million KWh, 1991) 

a/ l'l'lO. 

h/ l'JSS. 

RAW MATERIAL RESOL'RCES 

Wh~at (538). 
Sunflower seed (132). 
Potatoes (98). 
Barley ( 48). 
Oats (7) 

Sheep (15 .'J8 3). 
Goats (5.126). 
Cattle (2,849). 
Horses ( 2, 262). 
Camels (538) 

Gold, silver, uranium 

Coal (7 ,009). 
Copper concentrate'1 (360). 
Fluorspar (251), 
Lime (76). 
Holr,bdenum co~centrateJ (3) 
Tin' (I) 

3,229 



BASIC INDICATORS Ill: 

Exports 

Total value (1991) 

Principal exports 
(T mi II ion, 1991) 

Hain destinations 
(per cent, 1991) 

Total value (1991) 

Principal imports 
(T mi Ilion, 1990) 

Hain origins 
(per cent, 1991) 

Current account 
($million) 

Gross international 
reserves (July 1991) 

External debt total 
(1991) 

Debt service ratio 
(1990) 

Basic Indicators ix 

FOREIGN TRADE AND BALANCE OF PAYMENTS 

$297 .4 mi Ilion 

Copper concentrate (161), 
Meat (31). 
r::ashnere (20), 
Fluorspar concentrate (13), 
5.?wn timber ( 12) 

Former USSR (68), 
People's Republic of China (15), 
Japan (3). 
Gennany (3) 

$327. 3 mill ion 

Machines, equipment and transport (855); 
Fuel, raw materials and metals (747); 
Industrial consllllE'r goods (595) 

Former USSR (66), 
Austria (5), 
People's Republic of China (5), 
Ger.:-rJl'y (3), 
former Czechoslovakia (3) 

1986 1987 1988 1989 1990 
-I.061 -991 -1,033 -1.231 -644 

$112.9 million 

TR 10,446 million 

13.4 per cent 



x Basic Indicators 

BASIC INDICATORS J\': ll'l'TER-COUNTRY COMPARISON OF SELE<.l~D 

INDICATORS 

Indicator Unit Mongolia China Viet Nam Lao Korea 
People's Petlple's Republic 

Republic of Democratic of 
Republic of 

I. Demgraphic indkators 

Population Plillion 2.1 1,134 66 4.1 42.8 
(mid-1990) 

Population Per cent 2.8 1.4 2.1 2.7 I. I 
growth 
(1980-1990) 

Area Thousand 1,565 9,561 330 237 90 
square m 

life Years 63 70 67 49 71 
expectancy 
(1990) 

II. £tona1ic indicators 

GDP (1990) S million 2,24oa/ 364,900 2,611 870 236,400 

GNP per capita s 370 200 5,400 
(1990) 

GDP growth Per cent 2.9°/ 9.5 4. 7<·1 9.7 
nte per annum 
(1980-1990) 

Agriculture Per cent 17 27 39d/ 9 
(1990) of GDP 

Industry Per cent 34 42 26d/ 45 
(1990) of GDP 

Planufacturing Per cent 38 31 
(1990) of GDP 

Services Per cent 49 31 20.i/ 46 
(1990) of GDP 

Exports of Per cent 23 18 10 32 
goods (1990) of GDP 

Gross domestic Per cent 30 39 12 31 
investment of GDP 
( 1990) 

---------- ---· ---

Sm1rce.· World flank. Wnrld /),,i·e/op1111•nr Report JW:!. 

a/ C'dli"ularcd ar official c'rhangc ralc of Tugnk .J.1,7 per doll;ir. 
h/ f'>R7-1 1J<KI. 
r/ Jl)RJ-11)!!'). L:\11)0 c'11ni;11c. 
d/ 1'18!! pcrrcnlagc nf grn'' ma1cnal prodU<'I (~- 7 per rcn1 of C il>P). 

---·- ---- --·---------- ----------------·--- -----···-··-·-·- - . -. ·-----·---·----. -



SUMMARY 

Mongolia has experienced marked and ahrupl changes in its political and economic status in 1he 
llJ«)()s. Afler sevcnly years of ruk hy a one-party go'·::rnmcnl O\'cr a centrally-planned economy, 
the country now has a multi-party democratic sysicm and is mlning towards a market economy. 
This transition followed lihcrali1a1ion in lhe former USSR. 1radi1ionally Mongolia's mentor, major 
aid donor and principal trading parlner, in the late 1980s. e\·enls which eventually led lo the 
collapse of the former USSR and the hreakup of the CMEA This chain of events has had other 
suhsequenl se\cre rcpcrcus.c;ions for the Mongolian economy during its transition, plunging it into 
a n:ajor crisis. Financial aid from the former USSR. which averaged 30 per cent of GDP during 
the 1980s. was ahruptly terminated. and foreign trJlk fell hy half. GDP fell, for the first time in 
many ye<m. hy 2.1 per cent in 11>'X). followed hy a 16.5 per cent decline in 1991, and the 
Mongolian people were faced with some completely new economic realities. Inflation, pre\.iously 
negligible in the tightly controlled central planning period, reached 52 per cent in 1991, and 
uncmploymc nt levels reached 8.-t per cent of the lahour force which had formerly been guaranteed 
work hy the government. 

Industry, which con1ributcd one-third of national income in 1990, was built up by CMEA donors 
from the 1%0s with an cmpitasis on capital intensive heavy industries. About half of all industrial 
investment during the 1980s was put into electricity generation, based on domestic coal resources; 
r1..lining of imported petroleum; and non-ferrous metals, with copper dominating. The joint 
Smict-Mongolian project lo exploit copper md molyhdenum al Erdcnct in the north generates 
aboul .it> per cent of export revenues. Most of this output is now bartered for Russian fuel 
imports, ahhough the "dollarizalion" of this trade has led to a 2J per cent decline in the value of 
copper relative to petroleum. 

Manufacturing operations, largely hascd on the processing of domestic agricuhural raw materials, 
arc concentrated in a few relatively large enterprises which arc localed primarily in three urhan 
areas. The wool and lextilcs suh-scctor, which doubled its output during the 1980s, is the most 
importanl source of export earnings although revenues have suffered in recent years due to the 
poor inlernational prices for products such as cashmere and economic decline in major markets. 
Overall. Mongolia's industrial exports, which are dominantly in 1he form •>f raw materials or 
partially finished products, have suffered from the collapse of the CMEA trading bloc. This has 
forced producers lo look for new customers, but enterprise management, unfamiliar with the 
workings of the free market, arc further hampered hy shortages of raw materials, outdated and 
suhstandard physical assets. a lack of spare parls, inadequate infrastructure, and output which is 
generally hclow world standards. Problems common to all industrial enterprises in the ICJIJfls' 
economic crisis, such as the lack of imporlcd inputs and energy shortages, have led lo declines in 
induslrial produclion across lhe hoard. 

l\'IOngolia\ agricuhural sector, the source of inpuls to many manufacturing enterprises, employs 
nearly 40 per cent of the total lahour force and is hy far lhc most imporlant employer in 1hc 
countryside, home ro more lhan half the populalion of 2.1 million. Agricuhi;re accounls for 44 
per cenl of exports. moslly from the livestock !\cclor, which comprises a national herd of 26 million 
animals, and contributes 70 per cent of agricuhurJI value added. Crop produc1ion, contributing 
' per cent of agricuhural value added, is hascd largely on cereal cuhivation, which was expanded 
;,, the 1%0.-; with a 'virgin lands' scheme. Agricultural oulput, variahlc under normal economic 
circumstances due to harsh, changcahlc weather condilions, has also suffered during the current 
cri,i.s as imported inpuls such as fodd..:r, ferlilizers spare parts and fuel have been in shorl supply. 

Privati1ation has proceeded apace since ll)'XI. Virtually all I he agricultura! sector is now in private 
hand\, along with mosl small enterprises, and the transfer of medium and large scale cntcrpri-.cs 
to lhe private sector is ongoing. The successful op<.:ration of newly privatizd enterprises is being 
hampered hy a numher of constrainls. There is a lack of familiarity, at all levels, wilh the 
workings of lhc market economy and 1h1.: ri~hts and rcsponsihilitii.:s of privale companic.~. In 
practice. many former state cnlcrpri-.es continue with lhc same management and arc slill lreatcd 



XII Summa~· 

as extensions of the go\'crnmcnt. rccei\ing outplit targets and prdercntial treatment in areas sm:h 
as credit a\"ailability. Certain aspects of the former ccntrally-planncd regime. such as the '>late 
order s~-stcm, \\ith go\"ernmenl prices significantly ticlow market price'>. and the practice of 
centrali;ring exports through slate trading operations. \\ith ohligation' to surrender a portion of 
foreign exchange earned. arc acting as disinccnti\"es lo those managers and workers who do h;1\·c 
entrepreneurial flair. 

Agriculture is expected lo lead the economic n.:co\·ery initially. although a resumption of the 
prc-191JOs annual gro"11h rates of awund 5 per cent \\ill depend to a large extent upon true 
lillcrali,ation of prices. Industrial output. which is ·;xpected !o remain oclow capacity in the short 
term as spare parts. raw materials and energy remain short. should tic imprm·ed in the medium 
term as aid flows and export earnings rise. Howe\"er, many sectors require suhstantial 
restrucruring, with the hreak up of many of the larger plants and the estahlishment of more small 
and medium scale ente•priscs. The continued importance of mining depends on the continuation 
of the harler agreement with Russia and the successful search for new export markets. Recovery 
and gro\\1h in all areas of the econ•lmy \\ill Ile dependent upon impro\·ements in transportation 
infrastructure. Investment o\"er the next few years will continue to tic at the hare minimum. as 
domestic :o.a .. ings and foreign exchange remain \"Cry scarce. and control of the money supply, with 
consequences for inflation. \\ill he an important factor determining the success and pace of 
recovery. Mongolia's position in world trade cam, for impnwements in lhc country's sub-standard 
transport and communication systems. The reliance upon imporled inputs will continue. and 
Mongolia's ability to pay for these will depend upon the successful penetration of new markets for 
its exports. 



I. THE ECONOMY OF MONGOLIA 

A. RECENT ECONOMIC TRENDS 

The 19lJOs have been marked hy ahrupl changes in M'.mgolia's economic and polilical silualion. 
Afi.:r ~ven decades during which Mongolia was a cenlrally-planm.:d economy very closely linked 
lo lhe former SO\iel lfnion (l.JSSR). Mongolia has a democratically elected multi-i•arty 
g1wernmenl which is introducing a marke1-nricnted economy. The reforms being introduced hy 
the gowrnment cover the entire spectrum of economic policies. hul the hrl!ak up or lhe former 
Sm.iet Union and lhc collapse or 1he Council for Mulual Economic Assistance (CMEA) sys1em 
have meant !hat lhesc reforms arc taking place in a climate of severe economic collapse. 

For mosl of its modern history sin1:e independence in 1921, Mongolia's economics and politics 
have heen extremely closely tied lo, and to a large extent directed from. lhe former Soviet Union. 
During this period the counlry has bcen transformed from a rural, Cl>.'ien1ially nomadic, economy 
10 one "ith a large industrial sector producing mainly semi-processed raw malerials. 
lndu .. 1riali;1a1ion was financed through large loans and im·estmenls from lhc former Smiel Union, 
partirnlarly in the early )')80s. wi1h the annual aid during that period tolalling in the region of St100 
million. In the lath:r half of lhe 1970s lhe former Smiel L:nion prO\ided an estimated 11 per cent 
of Mongolian c;NP. During the l'Nls mw 85 per cenl of foreign trade was "ith the former 
S1wie1 Union, and the annual llade deficit. which amoun1ed to ~5 per cent of CINP, was almo'\t 
entirely financed hy 1he former Sovicl Lni.m. 

The situalion bcgan In change in the mid-l'ISOs. and some economic reforms were ini:iated from 
l'>Ht•. The increasing pace of'"Perestroika" and "Cilasnm.['" in Inc former Smiet Union ga\·c hir1h 
to a vociferous reformisl movement in Mongolia, culminating in 1he country's first ever muhi-party 
democralic elections in July 191JO, after popular demonslrations and the resignation of the 
Poli1huro in March of lhat year. Economically, the government is commined to a rapid 
lransformalion from a cenlrally-planncd regime lo a markel syslem. wi1h a comprehensive 
pro!!rammc of reforms, including priva1i;1ation, price lihcrali1ation and the c!'ttahlishment of new 
ins1i1•11ion' for macroeconomic m.magemcnt. Key milcMones in this prnces!'t include: 

a. a new foreign inveslmcnl la" offcrin~ tax incentives lo foreign Ctimpanics, full repatriation 
of prnfils and a guaranlec againsl asse: sequcslration; 

h. price liherali;1ation, allowin~ everything except eighteen essenlial items, which arc slill 
ralioned al fixed prices, lo he hough! al a free price while suhsidies arc heing phased out; 

c. freeing of trade reslrictions. eliminating lhe monopoly of slate enlerpriscs, :tnd allowing 
domC'lic husin~:sses lo opcralc wi1hou1 govcrnmcnl authori1a1ion and impor1-export 
licenses; 

d. a lough monetary polil"y where lhe ccnlral h;ink curhs credit grow1h hy issuing trea,ury 
hills and hond' ralhcr rhan loan' acdi1, 10 conlrol hudget deficils; 

c. tough hudgcl' for slate enlerpri,cs. ml·;·~i"!! lhat loss.:' will no longer he covered 
aulomalically; 

r. the ongoing priva1i1a1ion "r 70 per cenl of slalc asset'; 
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!!· a new two-tier t>ankin!! -.y ... l\."m \\ilh the: \fon!!tll Bank and l·i!!hl ncw commncial t>;mL.,. 
plus th\." fat·ilily for forci~n t>;inh 1t1 ;tpply for tir;inch tllfa·c-.: 

h. a ... in!!k fl\lat!n!! cxchan!!i: rail' allllwin!! all in1foidual' amt pri\atc firms frcd~ l\l l'Xl·h;tn!!'-" 
tu!!rik for conwr1ihk currency. \\hik th\." !!twi.:rnml·nt'-. pri:krcntial dtlllar exch;tn!!'-" rah: 
for harh:r trade wa<, ahandtmnJ in April 1'111~: 

t. ni:w lax laws to cakr for lh\." n\."w pri\al\." rnmpanic-.. 

The: <lifficuhics inhcrenl in such a witk-r;tn!!in!! ccon11mic lran-.ftlrmalinn. c-.timatcd on 1hc tia-.i-. 
\lf expcricnn· in ca ... rcrn Eurt1pc h• an:ount fllr a fall in Ci DP by:' per ccnt to Ill per cent in 111'11. 

haw been exaccrhaled hy twn scri11u-. cxtt:rnal .. hock ... Fir ... 11~-. due In ec•mllmil· <lifficuhie ... ,,f ih 
own. the forma S11\ic1 l'nion al>ruplly ended ih lin;tncial and lechniral a-. ... istancc lo \lon!!11lia 
\ln l J;muary 1'1111. cxcepl for compktilln nf nng.11ing. turnkey pwjcch. Scnmdly. the: oillap,l· nf 
the CME..\ .. ystcm in l'l'>l ha .. scriou,ly di-ruph:d \longnlia·., external lradc. A ... a Ctln .. .:4ucnce. 
annual tra<lc and hudg.etary linann: from the: formcr Smict l'nitm 'h•p('l·d. lr<tdl· \\ith thi.: fnrnKr 
S•wict t:ni11n kit hy 50 pcr n:nl. "upplics of e'-'cnlial cllmmndilil', .. uch a' fcnili1crs. pctwlcum 
an.I 'pan: p;irts hcc;tme innca,ing.ly irrq!ular. and the: formcr So\icl rn·hnician-. withdrcw fnm1 

l\long.11lian cntcrprisc" and fach1ril's. 

Thl· cc••nllmic collap-,e cau..,cd hy thcsc cxtcrnal ... h11Cks is ... e,·crl·. Fin;mcin!! ;iid. ;ilmtl-.I en1ird~ 
from the: formcr Smi::t l'nion. ;l\'cr;ig.cd -"' ix:r 1xnt nf (iDP during. lhi.: l 1NI .... an:ordin!! Ill 
!!"'i.:rnmcnt data. falling lo 25 pcr ccnt of C iDP in l•)'Jtl. hdnri.: rhl· h:rmin;ttion in l')'ll. Thi ... 
inll11\\ of ncl fori:i!!n ri.:ceipb tnok the: form 11f tradl· ltian ... (~per t·i.:nl of< iDP in l'.11111). fin;snl·ing. 
of 1urnki.:y projcch (Ill pcr cent 11f Ci DP). ;mJ linancin!! ,,f cquipmcnt purrh;1si:" (7 pa l·cnl of 
CiDP). The intal curtailment of 1hi' ;iid ha-. mcant that m\lsl ime,lmenl projects ha\c stopped. 
many c""'-'ntial parts and equipment f11r key indu,rric' ;ire: m•w un;1\;iil;il-ik. ;imJ imporh of 

rnn.,umcr g.nod., ha\·e dcdincd .. h;1rply. 

Th..: t:ollapse of thi.: C\1EA trade: rq?imc ha., -.ci:n a .,criou-. J.:1cri11r;iti1rn in tcrms of tr;1de with 
the former Sll\iCI Union as relative: imptlrl ;ind exp••rt rrit:e ... h;t\C heL·n re\·iscd ltl rdkct thcir 
dollar values. The prit:e 11f cnppcr. \tnn!!nli;1\ principal cxpon. ldl hy 21 per cent rclali\e Ill lhl· 
prit·e of pctwkum. the: principal imp11rt. Projccti.m, rrom 1r;11k \1llUmes during lhc lir-.r .. ix 
mnnth., of 1991 indic;1tc thal lhc purch;i,in!! p11wer of \111n~11li.m export... in term .. of pclrnkum 
pwJucls. ha<. dcclini:J ny S7."! milli.•n pa y\.";ir (cquivak::ll Ill h.h pcr n:nt of CiOP1. 

Thl· bck of trade ncdir.. ;md the .. horta!-!c of rnm·crtihlc cum:nc~ ;imong f1lrmcr l'\1EA rnl'mhcr 
... 1;1tc., has rc,uhc<l in a collap.'c in 1he \·olunH.· of 1r;1Jc. fl,11h with the fmrni:r S.t\ict l'nion .... 1ill 

th.: maj11r rra<lin!! partm:r. and •.11hcr lradin!-! p;arlncr.... :\ 55 pl'r cent Jcclinc in export' '"'' 
rel'ordcd in 11.1111, and a h:'i pi:r ci.:nt dcclini.: in imporh. I'h.: r..:mainin!! trade: i-. domin;itnl by 
i.:npper l'Xport., ;ind pc1r,•kum product imp11rh. \cry I.tr!!.:!~ ;Kcnuntnl f11r h~ a harti.:r deal \\ilh 

Ru, .. ia. 

lkclinin!! lradc h;1., rc,ultcd in 'en·re .. h11rl.1!!c' 111 p.1rr... ra\\ m;11.:ri;1l' ;sod lcchni<:al a .... i .. t;mrl' 
neednJ 111 npcrall' all an:;1-. nf indlhlry. k;ulin!! 111 .. ulhlantial decline, in prnduction. ;l\era!!i"!! 20 
pl·r l·cnt in 111'11. For the fir..t h.1lf of l')'I~ ind1i-1ri.1I produlli11n ldl h~ ~4 per i:ent wmpar,d I•• 

the ""mi: pt.:riod in 111'11. 

Tri~l·rcd hy 1he~c fortor .... thi: '.\11t0!!11li;m rrnnomv -.11Hcrnl " ,h,1rp dl·clin.: in rc.11 inn1m,· in 
fl)l)J. the \Gtlc of whi<:h hil' 11nly been ri\alfcd hy the dedinl· np,·ricnn·d in \\'c,tcrn n1t1nlril·, 
Jurin!! the !!real dcpre"'ion or "' ;1 rc,ult pf w;irtimc di:,tnll'tion. Thl· dcdin.: in rc.11 inrnml·, i' 
c ... 11malcd to hc i:quiv<1kn1 111 40 pcr rent 111 511 pa n·n1 of C il>I'. or in thl· ran!!c of $.J511 million 
to ~5.'ill million. Thc"l' fi!!ure·, arc ha,l·d 1m wn .. cr\.1li\e c,1im.1ll' of lhc \;1fue of thl· f11rml·r 
So\·ict fin;1ncin!!. ;\.,a proportion of 1111<11 doml·,rir cxpcndirurc' f( il>I' plu, nl·t foreif!n finanrinl!). 
the: dcclinl' ;, lo the lunr 11f .'41 pcr rcnl to Vi per •enl. 

C iDP kit. for thl· fir,I time in many yl·;ir,, hy ~.I per ccnt in l'l'>tl. followed hy ;1 lh5 pl·r r,·111 
dl·dinl· in 11JIJI ('cc Tahlc I. I). Thc l'C lfl1101ir ,Jo\\d11\\n ha' l·rl·;1lnl uncmpl11yml·nt ;md inn.11inn. 
phrn11mcna which were unhl·<trd 11f in \111111.!olia hd11re :hl· 111'>11 ... t ·ncmpl11ymen1 ... 11111d al X.-l 
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per cent ur 1he lahour forl·e in 1'1'11 and r-. .: -~'-ed an eslimated I! per cenl in mid-1992. lnllalion 
was 5! per cenl in l'~IL 

Tahir I.I. GnM1h ofNrt Matrrial Product t!'\MPl and <;ross Domrstic Product tGDP) 11 
at constant 11986) priers. 1987-1991 
( Pcrcenlage) 

1987 1988 1989 1990 1991 

NMP 3.4 4.2 9.7 0.1 

Industry 2.8 3.7 ll.4 0.7 -20.1 
.l\gri cu I turf' -6.4 2.4 13.8 -0.8 
Construction 19. l 11.B 9.6 -14.6 
Other 6.6 4.2 6.6 -16.0 

GOP 1.5 5.1 4.2 -2.I -16.5 

s,,,,rn·_· '\lnngohan authonucs. 

I,' 'cc "' 1tcs to Chapter I. 

As Mongolia ha!t pursued ih rein1egra<ion wi1h lhc inlernational community it has attracted 
growing inlen:st from multilaleral and hilateral Jonors !tince 1991. Pledges totalling S22'> million 
in lhl'. form or sofl loans, cash granls and aid-in-kind had been made hy Octohcr 1991, with the 
lar!!cr parl scheduled for di!'.hurscmcnt in 1992. This aid has helped to relieve the govcmmenl's 
cri1ical posi1inn. Dishur-.cJ aid in l'l'll was used for purchase of equipment for small-!'.calc 
cn1crpriscs (7.4 per cent), import or spare parts and other goods (77.8 per cent) and for ha!ancc 
or paymenls support ( 14.X per Cl·nt). The proportion for 1992 disbursement is expected lo he 
~imilar, with a !i>lighlly higher proportion for halance of payment support. By far the largest single 
donor is Japan, who pledged 27 per cent of the $229 million. 

C iovernment estimate~ for financial requirements in the llJ'>.2· 1'>93 period arc $836 million. 
Foreign aid funds accounting for $8.15 million were scheduled for dcli,·cry in 1992, and export 
sales primarily of copper and minerals lo Russia were expected lo reach S300 million in 1992. 
This leave!'. a !'.hortfall of $4511 million, which may he revised downwards after ncgotiati•ms wi1h 
the World Bank and IMF (Mongolia hccamc a mcmhcr of the World Bank C ,roup in February 
l'rJI). 

The economic crisis has aln.:ady had poli1ical implications for M11nJ!nlia's ncdgling democracy. The 
country·s second parliamentary clcctiom, in June i')IJ:! returned the .-.uppnscdly cx·communi-.1 
Mon)?olian People"s Revolutionary Party lo a landslide \iclory. More help will he needed to !'.CC 

the wuntry overcome this immi.:di;1lc \evcrc economic cri!'.is a''oci;1lcd wi1h economic transition. 

B. ECON0!\11C STRt:CTURE 

Ahh11ugh lhc Mon!tolian economy ha.• experienced rnm.iderahk industriali1ation, particul;1rly in 
rel·.;nl tlec;ulcs. the ;1wicuhural "l·ctor rem;1ins the had.hone of the economy, with it!'. 20 per cent 
share of CiDP (\CC Tahk l.~i- Animal hushandry .md crop rnhivatinn arc lhc major activities, 
whirh employ •)_l per cent ol lhl· ruroil pop!llation and W per cenl of the tolal li1hour force. 
l .ivc ... 1ock prmlm·tion acwunh for 70 pn rcnl of a)!rirnhur;1l v;1luc added and rrnp cultivation 111 
per cent. Agrirnlturr arc1111nh fur 44 per rent of total export,. most of which arc livc ... tock 
produr1 .... The scrlor oibo has important linka)!l'.' with lhl· rest of the ccnnnmy, providin!t inplll!t 
into many prnc1.·"inJ! industric" such as i1";11hcr <ind shoe manufacture, wool proccs:r.ing, milk 
protludion and hrl·ad makin!!. 
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Tahl~ I.!. Compmilinn of It~~ dnmhlic pntdul1 al currrnt fac.1or- cn~t. 1985-1990 
( Pi.:rn:nla!:!e) 

1985 l981i !98H 1989 l '}'JO 

----·------ -

GDP at factor cost lOG.O 100.0 100.0 ICO.O 100.0 IOO.O 
of which: 

19.-1 20.4 70.2 
33.0 34.1 33.5 

AgricuHure 18.8 21.8 19.'> 
Industry 32 .8 32.8 33.':i 
Construction 5.7 6.2 6.3 7.? /.0 5.1 
Transport 13.8 13.5 13. ! 17.7 11.fi I l .3 
C011111Jnications !. 7 !. 7 1. 7 1.8 1.8 I.9 
Trade and catering 9. l ':i.3 5.6 .'.1 7. I 9.1 
Other material soheri' i.6 1.8 !. 7 !.':i 1.6 1.-t 
Non-material sphere i6.6 Ii .0 ll. l FA 16 . .i !li.5 

--------------------- ------- ---

.·\!!ricuhural producliim i, ~uhject In the \"ag<trie" of the \lnn!!oli;m dim;iti.: \\hich j., ch;u;u.:kril'ed 
hy very 1,,\, winter h:mpi.:r;:lme .... a ... hurt !:!n>~in!:! ... i.:a .... m and hm. i.:rr;uic precipitation totak 
Production. 1h.:rdori.:. j, marked t>y 'i.1mific;tnl ycar-on-yi.:ar 'l.;1r;;i1ion'. ;tnd after an impre,.,i\·i.: 
.mnual $era!:!c !:!ro\\1h rail: ,,f 7.1 per cent f11r !:!W" ;1~ricuhur.1I t•utpul in thi.: l'>Sl-ltll-.5 1'-~riod. 
the r;11e 'ank lo 11.7 per ci.:nl in l'ISt.-1'1911. 

The .-um.:nl ~·cnnt•mic ui'i" ha, hit th~ a!!ricuhur;1l ... cdor hard. Phl(]uctiun ;md impt>r.~ of m,,.,, 
f1111J ill:m., fdl in l'l'JJ dui.: lo inllnihk pricin!! pi•licie .... the bck ,,f 'p;ir..: p;irr ... fcrtilil'i.:r ... ;md 
111hcr input .... ;inJ a ... harp Jmp in Jern;tnJ. Other chr11nio.: pn•hkm' h;1\·.: h;1mpcre<l prnduc1i"·i1y. 
indudin~ in;idequak f,,Jtkr production \\hirh h;1., re,ultcd in h.:;1\·y winter li'l.l.>h>ek Io, ... e, and ;;n 

1wer-rdiancc on imp.-rtcd fodder. P•'"r n:lerinary .-.cnin-.... ;i 'h11r1;1!!.: of \t.:lo.:rin;1ry mcdicinc ... ;ind 
11\L"r!:!r;ll'ing in ... ome area,_ A pri\;llil';11i1in pr1;grammc lor thc 'e("lt•r. "hich w;i<. l'>c!!un in !•IS5. 
j, now virtually 01mpkle. with more than till per cenl of live-rod; in pri\ak hanli, ;ind the former 
70 'lah: farm' t>cin~ hrokcn down into !.'«I private C1•mpani..-.... 

\tonl!oli;1·, inc.Ju,1ri;1l 'cclor aco.:ounl'i f1>r ;1hou1 t>m.:-rhirJ ,,f n;itiunal ini:.1m.: anJ cmplny ... around 
a fifth of the country" .. cmplo~ed bh1>ur forci.:. lndu ... trial value added n"c (!radu;illy lo~ per ccnl 
,,f ( iDP in l1NO from 211 per cent in 111811. rclkcting inuc;1 ... c<l imc,lmenl' in electricity ~cncration. 
mining. forestry proJuch, wn ... 1ruc1ion ma1cri;1b •. mct;11lur(!y and machinery. Hair of \fnn!:!1>lia·, 
!!fl"' inJu,lrial 11u1pu1 in l'l:ON w;1s ;1ccountcd for h~ he;avy indu .. 1ry. while li~hl induslr;c.-.. \lKh "" 
lcalher. textile,, carpel manufacturing and ,hoc,, ;iccnuntc<l for 25 per cent and food inJu,tri"·s 
20 pi.:r cent. 

l. ntil the l'>'lth inJu,1ri<1l dc\"cl11pmcnl look the form of imc,tin~ in c;ipilal-inten,i\e ''"'e 
cnlcrpri-;c,. whi,·h arc h1:a,ily JcpcnJcnl upon irnvorlnl inpurs anJ 11pcr•11l: with outd;iteJ 
ll:chn11ln!!~- /\1 lh~ cml of t•rJO. 'hl·n: were some .itlll larf!c 'l;ile cnkrpri,n. mo'I oper;1ting at 
a 111.-. .... Thr.: private m;rnufaclurinµ "eclor ha' only reccnll~ ,l;srll'd and in mid-1 11'12 arc11un1cd f11r 
j11'I :;.1 pcr cent of imlu .. trial output. 

( iro-., industrial 11u1p111 ~rcw ,;gnilicantly throu~hout 1he l'J~o ... ava•1gin!! ahout 11 per cent pcr 
annum during the lir..t half of the ~kc;1de. and :'i per ccn! 1hcrc;1fler. Bur , • ., ;n the a(!rirnhural 
'cclor the early 1'>')11~ han: .,cc:n ''"!:!nation ;md decline ;ii:rn" all arc;i-. of \1iing11lia11 indu,tr~. 
In l'>'>I total indtNrial nlllpUI dr11ppcd hy ~II pcr rent a' Lid.; of 'PMl' part.,, of input' and of 
ointinucd in\c\lmcnt hit hard. 

The mininµ 'cctor account' fnr .ill pa n:nt of export n .. ·\cnuc,, mo'' 11f "hich i• for r11ppn. The 
joint Sovict-Monµolian initiati\"c lo exploit wpper ;ind m••lyhdenum al Frtknl·I in lhl· north i, 1inc 
of lhc mo'I important rcn·nt ckvclopmcnh in the \fon(!oli;m l'n•nomy. The prPjn·t rcquirc.t 1hc 
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c.•n ... 1ruc1ion nl a n'-'"" 1->ranch lint: h• thi.: tr;m .. -\t1•n!!nlian rail""a~ -.A.hich "'-t:nl into O(l\.'ration in 
pr;-"· with thi.: tlri.: o•nn:ntralt•r o•min!! on-lini.: at thi.: \.·nJ tlf 1'17'\. [)c.,,pilt.· thi." .. ignificant \·i.:nluri.:. 
thi.: minin!! -.cch•r h;1-. haJ limi1i.:J Ji.:\·d1•pmi.:nl t.1 Jaic. 1->ul !!t:••locical .. uni.:~" -.u~i.:st ii ha:- an 
import;ml futuri.: a.. .. a SUUrt.\: or for\.·i!!n i.:tchan!-'t.'. Poti.:nlial r..-.. uun:i.:-. induJ.: Cll(l(l\.'f. nu1•r-.par. 
!!"IJ ... il\cr_ co<iL uranium. anJ nickd. t>ut Jcwlopmi.:nt or thi.: -..:t:l1•r i., Ji.:(l\.'nJ\.'nl upon foriht:r 
i.:xploraliun anJ will ri.:quir\.· ,u1->-.1anlial inw .. tmcnl Ju.: '" thl" poor infr:i.. .. 1rm.1urt:. rarticubrl~ 
roaJ, ;mJ rail ... cn·i1·i.:,. 

Tran-.purl accnunti.:J for 11 (ll·r ccnl uf (iDP in l'l'•l anJ ,., ..... •yi.:d a!->.•ul 51.ll:iO pe1lpk. Th\.' 
...:ctur i-. char;u.1cri1.:d 1'~ ;1n inaJ.:quah: inf~~ 1ru,1urc. whi"; \\ill 1'c .1 ...:ri1•u-. im(l\.'dimcnl lo 
1.:n>nomit· grnwth anJ 1k\·dopm..:nl. hinckrin!! the n.m t pwJu.:ti1•n inputs anJ oulpul 
di-.:ritiution. Thi' will he a -..:ri•'U' r.:slraint to lh.: dc\d••rmcnt of the dome,lic marL.cl anJ a 
chall..:n!!ing 1llts1ade lo polcntial pri\a!e im·e-.lmcnl ahcr lhc pr\. 'i.:nl (Ti!->i-.. which ha..-. hit the -.el1nr 
hard. (-.>nlrach:J fud 1ldiwrie-. wuri:h ~till million "'°er.: Ju.: h• Ix· ,_i..:li\·..:r\.'J tu \lnn!?-nlia from lhc 
Ra .. -.i;m FcJ..:ralion in the lir-.1 h:ilf of 1'1'>~. hut ;1 .. hurla!!'-° 1'1. lnri.:ign .:xchange mi.:anl lh<it only 
2-• per ccnl of thi!>. .. upply wa-. m\.'t. -.i.:\·crdy reJm:in~'. ;111i\il~ in road. rail and air 1ransporta1inn. 

S1>ci;1l -.cn·i1e' h;m.: occn !!in:n hi!!h prinrily in lh\.' pa-.1 and nntahk Khicwmcnls ha\e OCt.'O m;1di.: 
Jc,pik· thi.: fact that M1•n!!1•li<1·, pt•pulation or ~-1 million ~- snri.:.:J owr a \·a-.t ari.:a. A 
wdl-Ji.:\·dnpeJ hc.:;1hh .;;c.:nice infr:1 .. 1ructun.: c.:li-.h. anJ \lon!?-nli<i compare-. wd! to oth..:r ,.\,i;m 
n;11i,,n, in li.:rms of lif;: cXpel1ancy 1t,_\ year._) anJ ho-.pilal t>.:J., per lllJIOil pt•pulation (et). 

\lt>n!!nli;1 hJ, hi!!h lc\dS or m;1(c.:rnal morhidil! ;and mortalily. hoWC\Cr. Jut: IO the pr,;\jou_, 
n;11i.mal l"'lic~ 11f cncour;1!!in!! popubtion !!rt1wth. wmbmeJ wilh 1hc ·.-cry limilc.:d a\·aibti1li1y of 
c.mlr;te\.'plinn which ha ... l..:J to the dc\d••pm.:nl of a C!dc.: 1•r muhiplc hir1:1-. with link control o\er 
ltinh -.p;tt:in!!. Di.:li\t:ric!'. of imported dru!!-' and prepar;itinns haw t>.:cn .1fkcteJ lty the currenl 
cn•n,•mic ... i1u;11ion. lmpt•rh which were.: \·alucd al ahout S211 millinn a yi.:.1r in rc\.'c.:nl year .... f..:11 
hy _ju .. t 1>\..:r h;iU in 1'191. The frci.: pr.w~-.ion ,,f hl·ahh car.: i' hein!! rcpbccd hy a !'>~·.,1c.:m ,,f hi.:;1l1h 
in ... ur;ml·c anJ u ... i.:r fee,_ 

Edu1·;1li1m·, br!!•: -.li\.'c of the.: ,1;1tc huJ!!c!. ~5 rcr ccnl in 1'1'10. i:- p;irtly du.: 111 the fact that li11;1rd 
;md l11d!!in!! cxp\.·n ... c-. for l·hildrcn 11f n11madic fomilic-. arc paid for. The education syslc.:m i!'. 
.. ·h;1r;Klai1.:d hy wry hi!!h ;idult li1cr;iry ('f7 pc.:r c..:nl). high c.:nrnlmcnl rali11s anJ compulsory free 
nhK;11inn. bul a n.1rrnw r1 .. ·u, of technical. \"11Ca1i.mal and ler!i;iry curricula. The -.ystc.:m h ..... 
pr••dtKcd a rdatiwly wdl-l"duc;ll..;11 btinur force. oi which I<> per ci.:nl h;1., cnmplcled secnmfary 
cducalinn ;md lh p1:r ccnl h;1w r..:l·i.:iwJ ... omc form of hi!!hcr i.:ducalion. The g1wc.:rnmcnl has 
d:.:cidi.:d lo rc.:pl;icc th.: C'~rillic v:ripl. u-;ed ... ince 1he 11>-4ils. wi1h the lradition;il \tongoli<in ... cripl 
hy 1'1'14 . 

. ·\ h h11uch .\lonµnli;1 ·, populalion i, ,m;1ll at 2.1 mill inn. ii' r;ipid ;annual !!fll"1h ralc 1•f 2.5 per cenl. 
;ind ii' ynulhful -.1ruclurc (+l per ccnl an.: llc.:low lhc.: a!?-e 11f 1:1) will put increasing ... 1rains nn .,,Kial 
,l·nicc' and on the ccnn.,my in lhc.: near future. The lah11ur force p;1rticip;1tinn rate.: j., rcl;1li\cly 
hil!h due 111 lhc !!"\°Cfnml·nf., former wmmilmc.:nl In pnwiJc.: jnh., fur all. 1he high kwl nf 
.:duration. ;1,1d lhc prnminenl k\d of \\omc.:n·., imnl\·cment. Bui pa ... 1 Je\dopmcnl cmpha'c' on 
rapi1;1l-in1t.·n,ih· imlu<.lrics. plus 1hc wiJc,prc;1d l;ind-inicn,iw herding ... ..-c1or me;tn'\ lh;sl lhc.: 
cl"1mnmy·., ahili1y In ah ... ,1rh ihc.: µrowinl! l;ihnur force i ... r;tlher limilc<l. 

Rdnrm anil hdl-li!!hlcning in the public ,t..l"lnr will m.1kc up a m;1jor p;irl of lh.: -.olutinn In lhl· 
n1rrcnl l·rnnnmic rri'i'. Mongolia h;i' long run a -.uh.,t;mtial hud!!el ddicil. which a\c.:ra!!cd ahnul 
It• pl·r n·n1 nf c;DP in the.: \enmd h;1lf nf lhe 1'>1'11' (,l.l' Tahk Ll). l 'n1il l'IX."1 the ... e hud)!elary 
ddicii-. wl·r,· finan.-,·d cnlirdy h\ 1he former S11\it:1 1 ·ninn 1hr11ul!h ronl·i:"i11n;1l loan ... while in 
l'IS•i and 1'1<>0. 1h.- fnrml·r So\icl ;1id n•vacd •10 p\.'r ccnl and XII per ccnl 11f lhc.: finanrinl! 
r..:,pc.:diH·ly. The h•lal cc-.,;11i11n 11l 1hc form..:r Smii.:I aid .11 1hc hq~innin~ of 1'1'11, cumhini.:d with 
1h,· ,(owdown in l.'t"nn11mic arli\ily and lhc.: in1rnduc1i11n of fi,ral reform' ha., ml'ant r;1pid m;1jor 
1·h;11ll!C' in puhlir finance .... Thl· ;1hrupt decline in lradc.: with ("\lb\ wuntric,, particul;1rly lhe 
f11rmer S11\ie1 l :ni11n. mean! 1ha1 1r;1de-h;"cd laxc .... which 1raditinnally conlrihuted one-third 11f 
hudcd rl·\cnuc,. fell h~ fif1y per n·n1 in the fir-.i h;1lf of 1'1'11. Revenue from c11rpora1c inromc 
l;1xr' and turn1w1·r l;1xe-. "'"'declined. while new revenue in,lrumenh arc undcr-.1andahly !akin!! 
lime 111 hec11ml· fully 11pn;11ional. "' ;1 re-.ull, !!m-i:rnmenl rnenue fell from an awra!!e 11f ~7.:'i 



per l-Cr1l ,,f CiDP in the pc.:rioJ l'ISh-l')IJO to .itL~ per c1.:r.1 in l'l'>l. :".flh,•u~h cuts wc:r1.: made: in 
~wral area.' 1•f expc.:nJitun: indudin~ c:on'\tnJl1i1tn. put>lic mana~.:m1.:n1 and th.: ~ientifo.:. cultural 
anJ health '\l."l"h•I'!'. further cuts ha\·e hcen hard ht male ... imx curr1.:nt expenditure .. a\"crageJ al-..1ut 
7X P'=r cent 11f th1.: total during l')SO- l'l'ltl. Ahout 50 per cent of the l·tirrcnt expc.:nditun: .. wnc in 
sull.;.idie" anJ tran.,fcrs ht h,lu:>chttlJ .. anJ non·prufit organi1ation., anJ while this demi:nl of the 
hudgct is hcing re'itructureJ ht fall in lini: with thi: market economy .... uch cul'\ han: ht he cardull~ 
ph;s."«.:J in. particularly in such Jiiticult tim.:s. {kerall. g\l\Crnffi\."RI cxpenJitun.: fdl rmm a high 
tH P'=r cent of GDP in !9~1-l'1'lt) ht 5•J.~ per \."l:nt in 1'>91. llut the Jelicit dimhcJ ht I'> per cent 
or CiDP in 1'191. 

--------- ---·----------

TabkU. Summary nf statr budgd. 1980-1991 

1?80 1986 1981 1988 1989 1990 1991 

{Iii 11 ion tugrik) 

Total rever.ue 3,452.6 4,33!.J 4,511.3 4,650.6 5,71 I.] 5,334.0 6.06'>. l 

Tax 3, 12~.J 3,911.4 4, 052 .3 4,204.2 4,715.4 4,4ll.O 
Non-tax 327.3 419.9 459.0 446.4 495.9 923.0 

Total expenditure 3,988.6 5,977.7 6,330.6 6,660.9 ] ,017 .3 6,744.6 8.')29.J 

Current 3,337.0 4,845.9 5,038.0 5, 146.1 5,382 .e 5,468.5 
Capital 651.6 l, lll.4 1.292 .6 1.51·L8 l,li29.5 1,276.l 
fixed capi1al 461.8 446.3 416.8 441.8 412.5 
Capital transfers 669.6 8.t6.J I.098.0 l, 187 .1 863.6 

Overall deficit -536.0 -I.645.9 -1,819.J -2 ,010.J -1.801.0 -1.410.6 -2,864.2 

(Percentage of GDP) 

Total revenue 51.l 46.5 46.5 45. l 4A.6 '>!.O 40.2 

Tax 46.3 42.0 41.8 40.8 44.0 •l2. l 
Non-tax 4.8 2.5 4./ 4.3 4.6 8.9 

Total expenditure 59.0 64.2 65.? 64.7 65.3 64.4 'i'U 

Current ·l9.4 S2 .0 'il.9 'lO.O 50.2 52.3 
Capital 9.6 17.7 13.3 14. I l'i.? 12.2 

Fi ~I'd c.1pita 1 5.0 4.6 4.0 ·1.1 _).9 
Capita 1 transfers T.7 a.' 10.' 11. l 8.3 

Overall defici! .J. '} -11. l -llLR . ! 9. 5 -16.8 -13.'l - l'J.0 

.\011r(1· \finmr. <>( hn;in.-c 

Thrnu!!hout I'll>! thi' dclicit w;1' financed hy monc.:~ cn:;11i1in. untii '"me limited habnri: of 
payment' \Ufporl w;1., forlhcomir.!! frnm wc ... lcrn muhil;11cr.1I ;inc.I hilatnal d1m11r., lo1A.;mJ, lhl· c·nd 
of the ~·car. Durin~ lhc fir.,I li\'c month' of 1•1111 ha-.c monc~ inac;"cd ;11 an annu;1l r;11c: ,,f I 27 
pi:r n:nl. ;inc.I duri'I!! April and \lay ha'i: l'lonc:y c:xp;tnlkd al .m annual r;11l' of 211 per n·nr. In 
rnn,cq111:nn:. lhl· \aluc 1•f lhc tU!!rik on the p;1r;1lkl markcl 1kprcfi;1tnl h~ 11111 per fcnl in 1hc 
middle: ,jx month' of l'r>I. ;1nli 1hc economy i, r;ipidly hc1·1•min!! d111l.1ri1c:d. h'lnl prin·, h,1\c 
hn·n m;1intainc:d hy lhc \L1h: for mo'I '''cnli.11 n•mmoditic'. h111 'l'\l·rc 'h11rla!!c' ha\l' rl·wh,·d 
from lhl· ckdin .. · in 'upply du,· !11 111\,,·r imporh .ind pr111lurrion in r11mhin .. 1ion with 1h~· r;1pi1l 
l!rowlh of money. R;1tioning wa' introilurul in .lanu;ir~ 1111>1. 
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Re,1rain1 of the runawa~ !!W\\lh in lhl'. money ... uppl~ j., ,me of the immc:di;ilc: priorities for lhe 
re.,lructured t>ankin!! ...C:l1or. Prior 111 the l"'lO-.. \tnn!!<llia llperatc:d a monoh;inkin!! system. with 
hnth n:nlral ;ind cnmmerl"i;1I h;int..in;? fonction ... carried out hy 1hc: State: Bank with aho~t 400 
hranl·hc:-.. The \ton!!ol Bank i .. llt:in~ rc:or!!ani.1c:d In rdkct the: structure: ;tnd mk of n·ntral h;inks 
in othc:r market oriented eo•nomic: ... nl>W lhal lq~islalion ha._ 1'.:c:n pa .... wd Ill permit a two-tier 
t>;inl;in!! ... y-.tc:m. and alrc:ad~ ei!!ht n•mmc:rci;il hanh haw 1'.:c:n formed. \kchani-.ms to control 
cn:dit !!W\\lh arc: 1'.:in!! introduced t>~- lhc: Mon!!ol Bank. 

forei!!n trade is another aR·a of 1hc: economy undc:r!!oin!! major lran•.rormation. Mc:rchanJisc: 
exporr... and imporh ;iecounll·d for ;ill(•Ut 22 per cc:nl ;ind 50 pc:r cent of< iDP r-~.,pc:cti\-c:ly al lhc: 
end of the: 1'~1-.. \lon!!olia"s forc:i!!n trade:. l1m!! run al a chwnic Jdicit. is charactcril'ed hy a \c:~· 
limited ran!!C: of export pwduct-. dc:-.1ined for a limited ran!!c: 1lf marker.... and a limited numhcr 
of -.upplic:rs nf imporh. Two calc:!!orie ... 1>f g1ltld .... mineral-. (\c:ry largely coppc:r and lluorilc:) and 
othc:r nnn-f1ltld r;1w m;ilc:rial' I m;iinly cashmere:. Wllt>I. camel h;1ir and hidl·-.) accnuntt:J for more: 
1h;m 711 pc:r cc:nl of tolal c:xporl c:;1ming.o; in 1111'19. \\ilh coppc:r concc:n!ralc: alone: c:arnin!! 511 pc:r 
cent. The: former So\"iet l :nion w;,., lhc: major trading partnc:r. accountin!! for 78 pc:r cent 1lf lrade 
turnowr in l'l'lO. The: cullap .. e of trade \\ith the former Smict l'.nion. comhined \\ilh declining 
price:' for Sllmc: of the major export .... such a.' coppc:r and cashmere:. ha\·c: Ix-en a prima~ cause 
of the: curn:nl economic cri ... i.... In 1he short lc:rm there: is a ckar m:.ed to find new market" for 
O.(l(•rh. The scak of thi-. la-.k i-. formioahlc: gi\·en Mongolia\ .-emolc:nc:~-.. (l(ltlr lran-.port 
infr;istructun.: ;iml inc:xpcric:nc:e in hasic markc:tin!! skills. hut Sl•mc succcs' at di\·c:rsifying lhc 
rn-.tomcr prolik ha ... Ix-en achic\·cd in t'1c: l'l'IO-. with eXptlrts to the Federal R.:puhlic of Ciermany. 
J.1p;m and p;irtic:ularly the: Pe••plc·-. Rc:puhlic of China incre;i~ing rapi<ll~. llt: it frnm a low hase 
le·. el. 

Ext.:rnal .. ,.,i ... 1ance i' ckarly going ~o play ;1 \"ital rnlc: hoth in helping '.\fongolia through the 
l·urr.:nt cc.momic cri"i' and in fotur.: de\·dnpm.:nl a-. a market .:conomy. Financial """i-.1;incc: 
... ince l'l'll ha ... Ix-en largely ;iimc:d ;ii the.: .:mc.:rgc:n'-!. and halancc of payments ... upport. ahh••ugh 
!he: dcli\-cry r;ilc: h;i' Ix-en 111\\ (25 per cc.:nl in l'l'>I ). amid lran<.port;tlion prnt>lc:m-.. poor 
coonlinalion hy the: !!•Wc:rnmc:nl ;ind worric.:s 1•\c:r it-. implc:mc:nlalion cap;icily. Technical assi-.1;mce 
to ... trl.'n!!tht.·n puhlic and pri\·;ite or!!•tni1ation-. in 1hc: long term ha-. ri .. c.:n ... harply startin!! from 
l'l'>I. l ''.'DP highli!!hl three hi!!h-prinrity -.c.:ctor-.: h\"c: ... tock ;ind agricuhurc. which has ;1 high 
growth p••lenti;il: m;in;1gc:mc.:n1. p;irticubrly c:co11omi;: mana!!c:mc.:nt: and energy. which ha ... great 
pt•lc:nti;il lor forci!!n in\"c:stmc:nl. Howc:\·er. there: is -.1ill concern in the c:xtc:rn;1I sector mer the 
,t;ilus ,,f \lon!!••lia·-. large: dc:ht 11u1-.tandin!! lo th.: former So\iel Union. which shxld al 1115 hiilion 
1ran,frr;1hlc: rnuhk" ;11 the end of June: 1'1'11 and i-. \lilt the.: .-.uhjc:cl for negoli;ition' O\"Cr 

r'-·p;iymc:nl. 'c:r\"icing and ;1ppr, 1pria1c: c:xchan!!.: r;1lc:,. 

C OVERVIEW OF THE \IA~l'FACTURl~G SECTOR 

E;1rh 1k\clopmc:n1 of 1hc.: m;inul<tcluring ... eclor <falc:-. hack In tht: 1'120-. ;ind Jl)_,o .. wi1h lhe 
l·ounlry ·, lir-.! ... uh-.1;mti;il imlu,tri;il in ... 1alla1i11n rnmin!! into opc:r;ition in l ll;ianh;Ml;ir in 19.'4. The 
Ch11\h0tl,;in '"'it w;" lhc:n known) indu,lri;il cnmhin.: cnmpri ... c.:d of la:mc:ric:s. a wool .. wurin!! 
mill. ;ind do1h faclorie, powc:n:d hy ii... own power .. talion. and prtlllurcd a rar.gc.: d )!ood ... 
induding fool\\.:ar. \\or-,1.:d. hlank1.·i... fc:h. k;ith.:r rn;i1.-. ;ind -.o;ip. lndi\·idual plan!., were: added 
I•• \lon!!olia\ imh1,1rial lan;l,1;1p.: -.uh,.:qu.:nlly. until 1hc.: 1%11' markc.:d ihc full.,l·;ik 
ind11,1ri;ili1ali11n of lhc country. whi.-h foll11w'-·d the wmph:tion in lhc: 1'1511-. of lhc.: lrans-\1nngolian 
rail\\;1y. \"irtually ;ill rn:w pbnh \\We linann:d and huill hy the former Smiel l'nion or .:a .. t 
Lurnp'-"''° rountrie,. l 'l.i;mhaat;1r·, l';1rly pre-eminence a-. the main indu,1ri;1l centre h;" hecr. huih 
up1111. "hik the: northl·rn ril~ of lhrhan ha ... !!rnwn 111 h.:come \lon!!olia·, -.i·cond cily ;ind 
indu,trial 1·'-·ntre. The dnclopm1·n1 of wppl·r minin!! ;it Erdcnel in lh..: 111711, h;i, produced 
Mon)!nli;i', lhird m1"1 important imhl\tri;il n·ntre. 

\t,inufacturin!! i-. hl·ilvily cnnn:nlr;itc:d in lhc'c thru· lo1·aii11n' and in a .. mall numh..:r of 
l'lllnpri'l"'· wit11 many hr;1nrh..:' 11p:.:ra1ing "' m11n"p'11ni,1ic huycr-.. :-.;c:;irly half of all c.:mpl11yce' 
Wllrkim'. in indu,lry ;ire in l 1laanha,11;ir, ;tnd wh.:n w11rkr:r-. in the citic:-. of l>arhan and Erdc:nc.:f arc: 
;1dd.:d. th•· proporti-in of the lot al imh1,1ri.1I t1h .. ur fore . .: j, "·'per rc.:nt. The tcx1ilc indu .. try. which 
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account.. for lh per c.:nl tlf inJu,.trial \·;1lu.: aJJ.:J. Ctimpri,.i:-. ju't 15 main ..:nti:rpri,. .. ·,.. ;1 n•tl 
untypiGtl Jq!ri:i: of 1.·unn:nlra1i,tn. Su(·h a c••nc.:ntr;ilcJ -.1ru1.·1lm: j,. ;1 Ji,;1lh:mt;1~.: fur inJu,trii:-. 
pi-l'<.·e,.sin!! inputs which :m: widd~· ;i\·ailabl.: throughtlUI th.: ctluntry anJ '.:n:in!! J1>m.: ... 1i1: mark1.:h. 
such as liw-.to~:k prnJuch anJ nm-.truclitln mal.:riak 

Capital inwstmi:nl ha,. traJitinnally Ileen sll'aJy. llut th.: ri-.ing capital-nulpul ratio has nnt ll\:i.:n 
m;irked lly increa-.ed prn<lucti\ity. Thi: hi:avy iml.'s!mi.:nt in capital int.:n.,i\.: l.:chnolllgy Jurin!! the 
1'>70s and l'>SOs has ntll llci.:n usl.'J dlicienlly. and the rciianc:.: 1tn imptlrh:J turnk.:y prnjech ha.' 
handicapped the d.:\·dopmcnt of a Jomc-.tic engine.:ring cap:illility. Since the nn-. .. ·1 tlf the 
economic crisis in the l1>'JOs. inwstm.:nl has fallen si!!nificantly. with furth..:r C•'nn:n1r:1litln in the 
energy and mining sectors. In the J.:trimenl of manufacturing. A lack nf dmnc-.1ic credit. and 
Jiflicuhi::s of ;1cccs.' for pri\·a1t: cnmpanic' fonhcr .:x.1ccrlla11..·,. the ,,i1u:11i •. n_ In the lt•n!! r..:rm. 
e\'i.:n with a n.:tun. to normal lcwb. nf inwstmcnt. \fon!!t1lia is likdy ln r1.·m;1in hi:a\·ily Jqx·n<l1.·nt 
uptm importi:d machinery. i:quipment and '>pare parls sine.: the small -.iii: ••I the horn.: market \\ill 
pr..:,·ent Jomc<.tic mJustries from a(·hic\ing thi.: neci:s,.;iry economic:-. t•f \c<tk. 

Manufacturing accountcJ for t.15 per cent of industrial \·aluc: adJe<l in t•J'I I. wi1h lh.: fnoJ intlu,try 
fly far the greatest contriflulnr. acrnunting for~" per cc:nl of indu,.1rial \·alui.: ;1dJc:J (sl.'c T;1hlc 1.-t)_ 
Other than mi:at. ;ill proJuction in th1: fooJ -.;.:ctur is for the Jome-.ti<.· marl..i.:1. anJ tl\\:r;ill. opnrt.. 
n:pre!'>cnt only a small ptlrtion of industrial output. The: textile and garmc:nh firanch. which !!rcw 
rapidly during !he l'~i... m1•re th;in douMing grt•s.-, tlUtput. i" the lc;1Jing -.oum.: of f,1rcign 
exchange in !he manufacturing 'iector. Exports from this hranch ;ire Jomin;1ti:d hy i:a'ihmcre w11ol 
and ;:.irm•:nts. 

Tablr IA. Composition of industrial '°aloe added. 1991 
( Pi:rcent;1gc) 

Al I industry 
flectricdl power 
fuel 
firm-ferrous meta 1 s 
Engineering and metal ~orking 
Chemicals 
Construction materials 
rimber and wood-working 
Glass. china and pottery 
Textiles 
Clothing 
I eat her. fur and shoes 
Printing 
food 
Others 

Al1 industry at current prices (Thousand tugrik) 

Per cent 
value ddcted 

100 
10 
5 

16 
7 
l 

" 3 
0.'> 

!6 
'> 

13 
l 

?A 

" ~.880 

All 1.r;1nchc' pf manufol'lurin!! imlu,lr~ face th1: 'aml· r;tn!!C: of pr11hkm' in th.: pn-..l·l·l·ntr:1ll~ 

planned cra: -.horta!!c' of r;1w m:1kriak l;ick nf 'p;rre p;rrh: 11utd;1tnl ;iml nfkn indficicnl ,·,1pit:1I 
""ch: 11utpul hd11w intl·rn;itional 'land;1rJ ... : ;ind i11alkqu;1tc infr;i,lrurlurl'. lhl·,c prnhknh h;l\c 
contrihur..:tl lo 1h1: ,j~nific:int 1kdini.: in 011tr111 i.:xp.:ricm·.:d in \irtually ;ill :trl·;i-. of m;inufodminc 
in rhe 1'>'>0-.. <tnd pr11d1Kti1in ort 'l•mc l·ntcrpri,i:-. hot, -.111ppul. \\ hik priv<1ti1;1tion ;in.I 1hc 
adoption of a m;irkcl i.:ctinomy hi:r;ild' ;1'hak.:-up11f lhc m.1nuf;11:turirt!! 'cdor. c\tlt:ri1.·nc..: Ii• il.1r..: 
'"'·' hn:n m:1rrnl "' thl· pri>hkm' 11utlini:d ;iho\\: plu-. :i ranµL· 11f 11th1.·r n•n,1r,1inh \\hid1 ,km 
from m,·;i,1m·, lakcn ln comh;11 lhl· rurrl·n1 l'l'on11mir nj,j, .ind the r11111in11in1.:. d11min;incc 111 lhc 
'I ale for new f11rcicn marki.:1, "' lraditional C '\1Ft\ l'll,l11ma' haw fotlnl. ,\ bl'k 111' l'\fll'rirnn· 
in the workinµ-. 11f a m..rkl'I economy ;ind thr ri!!hh and rc,p11n,ihili1ic' .,f pri,:111: 1.:11mp:111i1.·, j, 

;il-.11 provin!! lo he ,1 hindr;inri.: 111 lh•· ~lll'l'.:,,fuJ H.:1li!!nm1:nl of m;11111L1t'lurinµ ,·nll'rpri"·'· 
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Fig. I.A. Growth of gross domestic 
product (GDP) and industrial output, 

1987-1991 
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Fig. 1.8. Structure of GDP by sector of 
origin, 1985-1990 
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Fig. l.C. Current account deficit, 
1986-1990 
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Fig. 1.0. Index of retail price, 
1985-1992 
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Fig. I.E. Exc~ange rate, 1986-1992 
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Fig. l.F. Composition of industrial 
value added, 1987-1991 
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NOTES TO CHAPTER I 

1/ Mongolia's nalional accounts slalistics ha\"c been compiled usin~ lhc malcfrtl balances 
approach lo cslimale Net Malcrial Product (NMP). which has ~en con\"crlcu lo liDP 
according 10 !he United Nations Sysrem of Nalional Accounts ( lfNSNA). Caution needs 
to Ile exercised O\"er rhc derived GDP figures, howc\·er. for the folln"ing rc;mms: a) since 
NMP fails lo lake into account lhc impact of \·aluc added hy non-material s::n"iccs anJ 
the dcprccialion t)f capital stock. these items arc cslimalcd and may b~ suhjcct hl a 
considerable margin of error; b) gro\\th may have been tn-erestimatcd in past offic1al Jara 
as !he pre\ious regime sought to show MongoliJ as a de\"dopcd anJ industriali.1cd 
country; c) valualion problems arise due lo 'cslimatcs al currcnl rriccs· not always using 
prices aclually paid by :.:nd-uscrs and the lack of price indexes 111 arrive al wn .. ;tanl price 
cstimales of GDP: and d) lhe difficullics of arri\ing al appropriate exchange rales for 
com:erring GDP cslimatcs in lugriks lo dollars. 
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FOR 

INSTITUTIONAL 
INDUSTRIAL 

A. CURRENT POLICY ISSUES AND INITIATIVES 

Prices 

Until the end of 1990, !Vongolia's price structure was prescribed by a rigid system of price controls 
and distribution !hrough state channels. designed to prmide cheap basic necessities and to contain 
final consumption, so generating large funding levels for capital intensive industrial projects. 
Hence, energy prices were low, food and housing were subsidized, social services were free, capital 
goods chear;. and consumer goods very expensive. Housing rent-;, including heating, were about 
20 per cent of an average wage, and the price differentials on imported consumer goods, which 
accounted for about half the total -;upply, amounted to an estimated equivalent tariff of 250 per 
cent. 

Although significant steps have been made in the direction of price liberalization, starting in 
January 1991 and continuing with government resolutions in 1992 to remove all price controls, 
except for bread and flour, there remain a numhcr of inter-related state mechanisms which .Jistorl 
prices to varying degrees. Most of these mechanisms centre around the state order system. The 
continuation of this system, a hangover from the days of central planning, is designed to maintain 
domestic supplies for the ration system and domestic manufacturing ind\lstrics, and to generate 
foreign exchange or its barter equivalent, through centralized exports, in order to pay for 
cen1rali1ed imports of rationed goods and essential goods such as spare parts and fuel. 

The importance of the state order system for the distribution of agricultural produce is indicated 
(sec Table 11.1), which showr, that state procurement for 1992 exceeded 1991 production in mosl 
products. A major problem is the fact that the gover:iment pays below market prices for 
production bought through the state order syMcm. Many suppliers continue to rely on government 
for transport and other essential services, so that they have no option but to accept the prices 
offered. But the disincentives of poor prices for the produccn; arc indicated by the affect on 
amounts actually procured, which show a marked decline for the first half of 1992 over the first 
half of 1991 for mosl products, res:ilting in widespread shortages. Some 11f this fall can be put 
down lo declines in production, which arc partly due to shortages of inputs, but arc also a function 
of the below-market govcrnm.;;nt prices thcmselve:r.. Shortages of agricultural produce affect the 
processing industries as well as the consumer. 

State procurement also figures largely in the sale and distribution of manufactured products, 
particularly those destined for expor:. All major mar1ufacturing enterprises arc still issued with 
explicir orders hy the state prescribing the proportion of output which is lo he exported and, of 
this, the proportion to be exported centrally. Table 11.2 gives an indication of the extent to which 
the state order system pre-determines the distribution of exported production in a selection of 
major enterprises. 
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Table II.I. PlaauaN state procurement, 199.?. and production, 1991 

Product 

live animals (thousand tonnes) 
Pork (thousand tonnes) 
Horse (thousand heads) 
Hilk (million litres) 
Butter (thousand tonnes) 
Poultry (tonnes) 
Eggs (million pieces) 
Grain (thousand tonnes) 
Potatoes (thousand tonnes) 
Other vegetables 

(thousand tonnes) 
Wool (thousand tonnes) 

Sheep's ~l 
Camel wool 
Cashnere 

Skins (thousand pieces) 
Camel 
Horse 
Cow 
Sheep 
Goat 

1992 
planned 

procurement 

173.9 
4.0 

45.3 
49.5 
3.0 

279 
33 

555 
70.5 

80 

17.3 
2.2 
1.5 

35.5 
191 
554.8 

4.786.2 
1.237 .8 

1991 
production 

166.8 
3.8 

28.9 
104.7 

3.1 
275 

26 
595 
96.5 

22.7 

18.7 
2.3 
1.5 

23.0 
88.2 

364.6 
2,975.S 

935.8 

S"urce: Consullallon,. wilh Dos1on Consulting Gioup. S1a1c S1a1i,.1ical Office. 

1992 procurement as 
percentaye of 1991 

procurement first half) 

64 
16 

65 

41 
106 

57 
97 
90 

50 
32 
39 
56 
64 

Government prices paid for centralized manufaclUring exports arc arlificially low, since they arc 
calculaled at the official citchangc rate. This makes exportation unattractive and reduces the 
competitiveness of exported products, as higher dollar prices will be required to justify rising costs. 
Al present, supplies for the slate trading organi1.ations arc ensured through regulating the issue 
of export licenses, with applicaD!s somelimcs asked to prove that they have fullillcd their state 
quota before their application is considered. A further disincentive to export is manifest in the 
foreign exchange surrender system, which requires all state enterprises and majority 
slate-controlled enterprises (hence including many 'privatized' enterprises) lo surrender from 40 
per cent to 80 per cent of foreign cxchan _; eJrnings, depending on the product, to the state at the 
official exchange rate. This ruling applies 1 :l hoth exports channelled through ccnlralized state 
control and direct exports. 

Prices of goods imported centrally, which arc also calculated on the official exchange rate, also 
result in distortions in the dome~tic economy. Domes1ic prices arc often significantly Jess than 
world market levels, encouraging inefficient usage. This applies particularly to goods imported for 
the rat~on system. Domestic rationed goods, procured hy the slate, also lead to price distoriions 
hccause the slate price is often hclow domestic market prices. The rc~uh has hccn the gro~1h of 
a parallel market (sec Tahlc JU), further cxacerhating shortages. 

Al present mcfuslrial development and individual enterprise initiatives arc mn!ltrained hy this 
inter-related sci of state imposed mechanisms, the existence of which rcnects holh the pace of 
change from the planned approach to a full market economy and 1hc special needs of the 
economic crisis. Bur only with the almlition of the slate order syslcm, the climina1ion of rationing 
for all hut the ahsolutc social necessities, the pha.,ing out nf the foreign exchange surrender sy!>lem 
and the adoption of a market exchange rate can industry hl'gin lO evolve in a true free market 
climate. 
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Tab~ 11.2. State planning control in sdtttrd exporting enterprises, 1992 

Enterprise Planned exports Total planned Centralized export 
as per cent of export value allocation 

output (":Ilion dollars) (Percentage) 

Erdenet copper 100 220.0 55 
Ptongo l/sovtsvet meta I corporation 100 27.3 70 
"°'1gol/czechoslovak metal 

corporation 100 I.0 70 
Coal corporation 2.4 2.6 80 
Gobi 100 27 .6 80 

Arisimpex 
Leather g<>nnent factory 87 14.6 so 
Fur factory 56 3.1 so 
Sheepskin factory 57 11.3 50 

lloos impex 

Wool knitwear factory 23 0.5 40 
Spinning factory 11 1.3 0 
Textiles factory 70 5.4 40 
Carpet factory 68 19.5 40 
Heat plant 100 6.1 0 

."iouru: Consultation ... ;1h Boston Consulung <in>up. S1a1c Sratisrical Office. 

Table 11.3. List or rationed products, July 1992 

Item l.lnount Amount Period Fhed unit Parallel 
per person per fc1111i ly price market 

(Tugrik) price 
(Tugrik) 

Heat 
beef or 
mutton 2.7 kilogram P'-r n•mth 28 80 

Flour 3.2 kilogram per month 4.2 20 
Rice 0.3 kilogram per month 18 80 
Sugar 0.2-0.5 kilogram per month 20 130-140 
Vodka 1-2 bottle per month 80 600 
Bread 1-2 pieces per 2 days 3 
Hatches 10 pieces per month 2 4 
Vegetable oil I I itre per month 66 258 
Soap 2 pieces per month 14 45 
Tobacco I parcel per quarter 110 250 
Hilk powder 0. I kilogram per moilth 84 
Plate tea I pieces per quarter 110 400 

------ ·------ --------
Sourer: "•a•c .'i1a11~11ral omrc. pcr~nnal IOICl'VICW~. 
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•·orrign uchange 

Foreign exchangi: is currendy in i:Mrcmd~· short supply in Mongolia. \tin~· entcrpris\.·s ha\·;.: no 
ac,cs.<, to foreign exchangi:. and thus arc fon·cd to indulge in unproducti\e internalion;il 1r~1Jing 
tu gener;ite h;inl currency capit;il. Further. the acute ahsolutc short;igc j_, highlighted hy thi: fal"1 

th;it cvi:n those enterprises \\ith fori:ign exchangi: Jcposi1s in thi: St;ilc Bank International arc 
often un;ihlc to draw on them. ;inJ ari: routinely required to put up still more hard curren~· hcfori: 
hcing allowed to Jo so. The lack of confid:.·ncc in the hanking .. ystcm. \\ith regard 10 forcign 
exchange acces.'- has led 10 some inlcrnational trading or~aniJalion.o; Jepo-.iting foreign exchangc 
in owr~as accounls. adding lo the shortage. The amounb in\nh·cJ arc hard 10 quantify f11x·au~ 
although pos."'-·o;sion l'f such accounh i_o; not illegal. depositor\ ari: wary afllmt disclosing lhcir 
existence for fear of possihlc future pt:nali1ation. 

r onign innstment 

Mongolia's turn toward-; coun1rics outsiJc lhe former (.'!'.IEA for in\·i:stmenl ha-. hccn facilit;tlcJ 
hy the enactment of a foreign in\·cslmcnt law. which ha.o; already produced more lhan 1211 joint 
vcnlun:s anJ a handful of wholly forcign-o\\ncd companies. The anral-tions of foreign inwslmcnl 
for Mongolia arc ofwious: an inflow of foreign exchange: new lechnology am.l lraining: ;ind fu1urc 
cxJM.•rt earnings. Attraction \lf more foreign interest in Mong\llia \\ill dcpt:nti u~in a numhcr of 
improvements. particularly in the legal framework. infra~ructural facililies. and .1dministrati11n and 
promo1ion. 

The foreign investment law. which came into effect on I '.\tay 11>911. in the early day~. of reform. 
is now widely regarded as hcing inadcquale. and a draft for a rcplaccmenl was in circulati11n in 
mid-l'J'>~. The conlinuing C\-olution of the legal and r.:gula1m1; framework gmwning forcign 
im·estmenis is cau.-.ing some potenti;1I foreign im·cstor-. to hold hack un1il currenlly unclr.:;ir amt 
cnntradictory regulations arc resolved. The new law io; still deficient in a numhcr of rcspt:ch: ih 
list of indu.o;lries in which foreign im·estmenl i-. prohitiitcd is vague and in some pt.cc' 
conlradiclory; the g1wcrnancc of joint \·cnlure companico; anJ wh11lly for1:ign-own1:<l cnlcrpri'1:' is 
suhjcct lo contradictory rules; thc inccnlivcs offered lo for.:ign inve.,lor' arc undc;1r ;and 
contradictory: and a numhcr of 1ypically cm·cred legal is..,uc-.. such a;, quc ... tion' of l;ihour ;1nJ 
procedures for terminating. liquidating or dissolving joinl-vcnlun: rnmpanic ... arc no! rn\cn·J. 

!\fongoha·s inadcqu;11e ph~"l">ical infrastructure:. in area' .. uch a" lran,port. cm.:rg~ ;md 
cnmmunic;ition. is anolhcr source of concern for potenli;d foreign investor .... ;is ;irc 1hc 
undcrdcvclopt:d sen.ice and financial sectors. The propo.,al to e-.tahli .. h a dcvclopmcnl /1 nl· for 
foreign and joinl venture companies would go some way to dispt:lling thc .. c prohkm ... 

Admini!'.:ration and promotion is ;in <1rca thal also needs immediate ancnlion. The 1:,t;ihli .. hr.1,·nt 
of a 'one-stop' agency for foreign inwstor.'>. where all necessary permit-. c;m hc oh1;1ineJ a' \\di 
as information on potcnlial domestic parlners, would considcrahly improve !\fongolia·s ;1hili1~ 10 
a1trac1 foreign in..-cslment in whal i., " .. ·cry rnmpt:1i1ive marker pfacc 

One cnn ... idcrahlc adv;mtagc which Mongolia h<1s over 11thc:r pro,pcclive hiddcrs for foreign capit;il. 
in an itrca appropriate for development, is in Mongolia\ acce'\'\ 111 European. lfnilcd St;ile' ;ind 
fap;tncsc markcls for textiles ;md garments. Al present Mon~olia h;1s nn quot;1s for cxporh 11f 

lhcse products and is lhcrdon: an attractive de~1ina1ion for the eslahli.,hmcnl of factnrics financed 
hy entrepreneurs from olhcr A"i;in producers where cxporl quot;is <1rc full. If ii new Muhi-Fihre 
Agreemcnl continues with a quol;i system. Mon~nl!;1 can cnntinm: lo exploit ih competitive 
advanlaJ.!e in !his respect hy ncgoliatir.J.!" m<1ximum level. ahove their current co1paci1y ;ind thcn 
offer quota all1Kations to forcij.!n invcslor' willinj.! In eslahlish joint \·rntur...:., or grecnlidJ ,jl\",_ 
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Pri\"atization 

The pri\-<tlifalic>n of slah:-o'-'11cd a."-'\c:ls and enterprises. one of the linchpins nf et."'Onomic reform .. 
i..; expected to :i.chie\·c a rapid lran.,formalion of the Mongoli;m cconomy. The firsl pha.\Cs, 
in,·nl\ing pri,·ati:1alion of hct'A-ccn 4,0llll and 5.1100 agricuhural unils and about 1,600 small 
husinc,\Cs., arc largdy complc1e. and lhc final pha.o;c, 1he pri\"ati:1.ation of some 450 medium lo 
largc-scalc cnlcrpri.o;cs. is in prugn:s..;. By Aug.U-'>l l'N!. 70 of lhesc larger enlerpri.o;cs had 
lran.o;krrl·d rwm puhlic 10 pri\"alc ownership. 

The s1;11c ha." maintained some dt.·gree of ownership in about one third of pri,aliz.cd enterprises. 
with shareh,lldings ranging from )) per ccnl hl 51 per cent. The aiill or this c~nlinucd 
inmh··:menl in areas such as speciality products (c.g .. alcoholic he\l!rages). food (e.g .• bread and 
conicctione~"). and con..'ilrUl'lion malerials (e.g .• hricks). i.o; lo conlinue managing lhe supply and 
price" of these key products. The gm·ernmcnt in1cnd" to liquidalc ils inlcrc"l in rhcsc cntcrprisc.·s .. 
By the i:nd of August 1'>'>~ .. the shareholding.'> of 1he Slalc. employees, and other pri,·a1e 
shan:holders in pri\·atl/ed medium- and large-s.cak enterpri.\Cs were appwximalcly 23 per cent. 
X per ccnl and ti') per cenl, respectively. 

Allhough much progre~c; ha.'i hcc.:n made on paper in lhc pn\-alv~tion programme, it is clc:ar that 
in practice many newly priva1i:1cd. former slate-run enlerpriscs ha·.-c changed liulc. lncumhcnt 
managerncnl U.'\Ually remains. for lack of allcmafr•es. and both lhesc.: managers and their 
employees. whn arc inexperienced in the \\'Orkingli or 1hc market economy and the righls and 
respon:;.ihilitics or private companies. have liulc idea of what to do next. Hence former praclices 
and manag:emcnl slra1egics remain unchanged. \\ith many nc\\iy privali:1ed enterprises conlinuing 
lo hehave and he lrcatcd a." extension..'\ of the government. Government dircctin~s an: ~till 

received and carried oul in many areas tha1 should now he self-determined. while favoured 
1rcalmc.:nl is still prO\idcd hy government in areas lhal should now he compc!iti,.·cly operated. such 
as the cosl and a\·ailahility of credit. and access to export liccn.o;cs and foreign exchange. 

Many of lhcse prnolems of lhe newly privatized cnlcrpriscs arc no! surprising gi,·en the lack of 
famili;1ri1y al all le"-cL" wi1h the: operation or rhe market economy and rhc continued s1;11c.: 
in.ef\·enlion in !he economy. hoth a.' a hangover from ccnrral planning days and a'i a known 
mechanism for dealing \\ith the currenl economic crisis. Difficulties inhcrenl in the poorly timed 
sequencing of rclarcd reforms 'Aili he cased 111.ith the phao;ing our of prac1ices such as the slalc 
order sysrem. hu1 confusion sh:mming from inexperience is a mcm· intran.o;igcnl prohlcm which will 
need governmenl effor1s lo dispel. A move lc>\\ards more effective managemenl of cnterpri'>cs 
could he made hy rc\ising corporale law lo require companies lo haw a hoard of directors. 
acwunrahlc 10 shareholders. \\ilh lhc.: authorily lo appoin1 and direct managemcnl. A similar 
s1ruc1ure ~hould he pul in place in slate-owned enterprises in lhc run-up lo priva1i:1a1ion. 
Meanwhile. other needs of the: m.-w private sector will abo ha\.·e lo he addre~o;cd hy government. 
The'>c include efforts lo ensure thal companies arc nol excluded from available credit, and to help 
with new and unfamiliar tasks such as hookkceping. :cchnology acquisition. environment and 
health and safely. r\1 lhe same time. rhc.: government needs to devise and implement policieo; on 
compdition ;ind lhe possihlc ahuse<. of monopolies, particularly imporlanl in the Mongolian 
economy where 1radi1ionally many producls have hccn 1hc concern of a .. inglc or small numher 
of enterprises. 

Public !>rctor managrmrnl 

Mana!!emcnl of 1ho,1: l"nlcrprisc<. which remain in puhlic owncr,,hip will ha\c 10 he modified and 
improved in acwrdance with rhe wnrkin~., of the market. Appropri<ile J!m.-ernance is essential 
h111h frnm 1he fiscal viewpoint ;ind hecause the~c en1erprise., ;ire re.,pnn .. ihlc for C\senlial inputs 
intn the pri\alc 'cctor. To dale. hnwcvcr. the ru1ure workin~.-. nf puhlic 'l'l'lor cntcrpris..:s .. eems 
to have hcen µiwn link thou~hl. P;1r1icular consideralion need~ 111 "'..: ~iven lo several area<,. 
Thesl· include adjuslment of larirr, and user char!!e" hl achieve full c11 .. 1. recovery; appropfr11c 
~lrm·tures for prcventin~ admini,1ra1iw interference in 1hc d;iy-10-day runnin~ of cnterpn.-.c.,; 
apprnpri;1le ways in which ~ovcrnmcnl can cxcrrisc ii., owncr ... hip function ... .,uch as •hmuECh hoard.-. 
of director'\ or hnlllinJ.? companies; ;ind mclhnds In c.:n . .-.urc thal rhc poorer \eclinns of "'cicty 
con1inuc lo have acre'·' In puhlic \eniccs. 
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Export promotion 

\fongulian cxporls arc ni1i.:ally importanl in 1.:arning foreign cxch;mg.: fur 1hc ccim••my. 
Al·cnrdm!! It• a rcccnl report cummi:-.,ioncd ti~· 1hc A'.\ian Dc\dopmcnl 8;1nL.' .. inci: cxpt•rt gr.•\\th 
,,rfcr'.\ a !!rcatcr poll"ntial impact t•n th.: \fon!!ulian .:cunumy 1h;111 impt•rl .. uh'.\1i1u1i11n. 
cncour~cmcnl and facililalitm of c\pnrl inJu,tril·:-. 'houlc.l tx· a dc;1r !!t•\anml·nt prinril~. 

With the collapse of the C\1EA lrading t>: • ...- ;mJ the: economic: dilfa·uhic'.\ I-icing faced lw 
Mon!!ulia"'.\ tradi1i,•nal lraJin!! parlner:-.. \1ongt1lia i .. lolllin!! 1t1 find nc\\ c:u,1t1mcr:-. and cxplt•il 111.:w 
markets. Jfowe>1.:r. indu.'>trialisb haw link cxpcricncc of markcting 'incc the formcr mont1t't1li,1ic 
in11:rn;1tinnal 1rade systcm was handk·d t.~- fi\c '.\lale-,1wned foreign 1raJe 1•rgar:i1atit1ns. Tw.• of 
lhc-.c urgani:ntion.'\ dealt wilh npurb: Mnngulimp..-x. whit:h was re'.\p.m,ible for tr.iJc wi1h the 
n•unlrie'.\ in lhl· cnn\·crlihlc currcnl·y arca. formaly :11-..•ul 5 pc:r n·nl of 101al lra<le: and 
\fongnkxpt•rl which handled ;111 cxp••rl'.\ lo the C\IEA wuntrin. The cxp..-rli-.c nf lhnc: forml·r 
,late organi1ation.-. '.\hnulJ he l·;irdul!~ cuhi\alcJ. pc:rh;1p' hy lr;tn'.\iormin!! thl·ir wle'.\ in :1d\i"·~ 
;anJ prnn111tional dirn:liom. Th..-~. nr ahcrnali\c gn\crnmcnl in,1i1uti,1n,. l·1•uld al'.\t1 help in lhl· 

field of information pnwi,ion ... incc acce, .. 10 knowledge nf market... ;1gcnl' ;ind potcmial 
CU'-h•mcr' j.., scwrdy limited in Mon~nli:1. \k;mwhilc. :1n dkcli\·e '.\l"l of policie .. need .. 111 ll\: 
Jc,igned In help cxptlfling indu'.\tric'.\ m 1hcir difficult t;1,L.. 

Fi .. c;1l rdid j, <>RC arca 1h;1t mighl ll\: addre"'-'cd. :\! prc....-nt n\."ilher ktl-..111r n.ir dcprn·iati,1n ;1r\." 
'uhjecl lo t;1x rdid. a "i1u;1li11n \\hich clfi:clivd~ rai'.:' produn·r """ rdati\e 111 \\<•rid 
n1mp.:ti1w ... A more lcni1.:nt l:a' l·,.J..: for .:'.\p<•rl .ir npt1r1-11ri..:n11.:J l·nti:rpri .. es. either allt•\\in)! 
full JeJuc1ihili1y ol e\jlCnse" on t:'.\pt•rl pr.iduch or lax crl·Jih ft1r .. p..-cific l:'\(1tir1 rd:iti:J ;11.:!i\ili'-"'· 
wtiuld improw lh.:ir ;.:ompclili\·l·n..: .. , ••n w.irltl mark..:h. 

{ 'rl·di1 i' ;molhcr i'\'iUI.'. which mw.1 I"'· ;1,ldrl"'"··J. Thl· n1rr1.:nl hi;i, ,,f .-11mmeri:i;1l h;ink' ;1~!;1in,1 
pri\ak en1··rpri,c-.. l1t•lh in term' of ;ic.-i:,., ;inti inlcrol r.11...--. ch;u!!..:11. i' ;an un;1n·epl:ihlc hunkn 
on llnl!!ling .:\pt1rtin!! en11.:rpri, ... -, ;mt! \\•>uld nt·..:d tn c ... ·;1w. 

lmpo•rl Jui~ rdid 110 m;u:hincr~ .... p;1rc p;1rt-. ;tnd r.1w m;lli:riab. ;cll11\\in~ pr..:krl·n1i;1l ;ice..-" "' 
n:-... •url·o. i, ;i fur1hcr lool which et•ul.t hi: 11'.:1! Iii imp~·•\e exporl intl11,1rie-.· l·,impt:tili\t·n,·"· 
Elimin.11! .. n 11f duti1:· .. currenth- ;1t t'i p..:r cenl for cu ... 1.1m,. plu, ;1 Ill p ... ·r cent 'urch;uf!c. f11r 
rc-exp••rtnl r;1w m;t1...-ri;1l'.\ ;tnd'11r '°'l'••rt produrin).! l·quipm..:nl. l·••ultl hc ;1d1innl J-.y 1;1\ '-"'•mr1i11n 
1 ir rd•;ll i:,. 

Trc:hnol•~ and maintrnancr 

In 'irtu:ilh all ;1r'-""' of 1h1: manuf;Kluring 'i:i."lor. \1onc11li;1 ha ... imrort ... ·<l e11uipmt·n1 ;ind 
ll·chnolog\ on ;i lurn-key b;,,j,_ ;md ···•nlinui:' lo he hc;1\·ily r.-J;;int upon imporh f1•r -.p:irc p;1rh. 
n.1w ;i C••n'.\ido.:r;ihk <lr;1in on f11rn)!n l'".:h;in!!l" r ... · ... n\\."'. 1>11m1: ... tic c.1p:1hili!y lo upgr:1d ... · or 
line·lllne m;id1in...-ry j, \cry limi1nl. Pbnh h.1\1.: hl·en dc .. i)!n,·d in 11th\."r C \IEA c11untril·, ;iml 
\111Rf!llli;in i:n).!in.:cr' h,1\:.: ll'.\lt.11ly pb\1·tl a •cnin<l.1ry rok in th...-ir l:'l;1hli,hmcnl, wi1h lillk 
11pp11r1uni1y f11r \1on)!nli;m lt·chnici;tn, I" 1k\dop lhc r\."q11i-i11.: .. L:ilk \fainkn;m ... ·i: l·;1p;Kily i, 
li~o.'\\j,l• fimilnf. hein!! C<mfinnl hl ;1 'm;ilf numhcr pf r.-p;1ir 'h"fl'· jml ••Rt" ,·;1ch f11r ;1!1 \."nkrprj,_., 
in lht· k;11hn prnc.:"in!! ;tnd w1•ol procc"inc ,cl"lor'. f,,r ,.,,1mpk. Th,· '-'"\ernm1·111 h,1, .1 

1o.·dmol11c~ m11dani1ali1m pr11f!r;1mmt·. whid1 gi'c' pri.1ri1y '" "·"-:r.11 in,h1,1ri;1l wctor': ,·,111•n 
prodm·h ha,nl on <lom1:,1ir r.1w m;ikri;1k mininµ: r1•n,lrul"li•in m;i1,·ri.1k dicmil·ai indlhlric, 

11,inc dom\." .. lic rc,ourrl·'· ... ud1 "" ph<1,ph;i1i...- kr1ili,..:r': nippcr prndurh: ;mil 111hcr ml·1.1l 
produrh. Thl· "'urn.:' of lh.:'e impn•\l'1l 1.:chn,1luf.!i...- .. \\ill cn111inul· 111 h ... · l·,fl"rn.11. ,inri: 1h ... · ,m;1ll 
,j,.,· of lhr domi:,ti1· m;1rL.e1 "ill rwl ;1llo\\ doml·,1ir intlu .. rri~-, I•• ;ichic\ .... lhl· nn·l·,,;ir~ t·conomic' 
of 'c;1lc. hul furlhl·r !!n\crnml·nr inrl·nli\r' ;1rl· nt·nlnl 1,1 ;ill11\\ m;1nul.1llmin!! l"nll·rpri,,·, lo 
imporl ncw n111ipml·n1. Howc\rr. n1·w tcrhnolll!!ii:' al11n1· will nnl ;m'wl·r ;ill thi: 1flll"'li1111' 
h.111).!in!! O\l'r \1,•n!!11lian pro<lu,·tion. :\i:w m;in.1!!cmcnl and w11rk\."r pr;ir1iri:' .ind lhl· ahilil\ ''' 
11pi:r;1ll· and main1ain nt·w m;1d1inl·r~ mu ... 1 hl· impkmcnlnl ;11 lhl· ,,mw 1 imc. The l!ll\L"rnmi:nl 
fl"l"P!!nitl'' 1h1· ni:nl to rompk1dy r1·11ri...-n1 lhr ft·rhnir.il .inti \11r.1ti1111.1l 1r.1inin!! ')<'Inn lo llh'\'f 

1ww ncnf,, .ind frt·'h ,,kill 1kvd11pmcn1 pro)!r.1mnll·, ;1rr n1rr1.:n1l~ h1·in!! dndnpnl h\ 1hc 
mini,1rit·, of l;1h11ur ;ind nlur;1tion. 
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THE l~STITl"TIO~AI. 

DE\"El.OP'.\IE'.\T 

------------------------- --~ --

FRA'.\IEWORK FOR ISDl"STRIAl. 

Prit•r to the aJt•ption of a market 'Yslc:m. fj\·c· Yc.;r Plan_, ".:re: Jrawn up hy the Coun,·i! ,,f 
\fini,lers. prim;arily lhrnu~h the \lini,1~- of Finant.·c anJ the Stale Cl)mmin.:c for Social ,mJ 
fl·••n••mic Dcwlopments_ Thc:-;c: induJcJ plan-; for the Jcwlopment ,,f particular hranchcs ,,f the 
natit•nal cconom~- proJut.-cu hy the rde\·3nt mini'1rics anJ c-cntral departments_ Plan.-; for the: 
dc:\·d·•rm,·nt of town.-. and prn\incc:"' wert• passed Jo\lllT. It• he: implc:mcntcJ under the Ct>ntrol of 
loc:al ht.Jies. which in turn in.o;.truch:J indi\i•Jual enterprise.:., on their pre~-rihc:d production anJ 
financ.·ial pl;ms and tar!!ets. Ccntrali,ed state ht)()ies allocated foreign exchange and other s.:an·c 
rest•urcc"' on the hasi-; of scc.:toral hu~cts. and organiTcd procur.:mcnl. distrihution and marketin~ 
htllh dt•mestic and owrsca_s_ 

Di-;mantling of the strut.1ures of the planned economy has proceeded apace, hut althou!!h the 
principles of lhe new market s~-slcm haw hc:.:n announced. a_<; ycl few arc opc:rational. While 
:•umc slale·ownc:J cnlerpri-;e, ha\·c hc:cn pri\·a1ized. for ex.1mplc. their mana~cmcnt remains the 
same. and they haw litllc idea of ht)W lo Wtlrk in the new s~-slem. Indeed. managers arc nft.:n 
C•>n\lr<tined in any new dforb they do make fly prac1iccs and mechanisms \\hich arc ~-cl to change. 
'loch as the slate procurement sy-slem. Hence. Jlthnugh on the face of it many a.-;pccts of the 
planned cnmom~.- ha\"e gon~:. in practice the old ideas and menlalit~- arc pro\ing more difficuh 1t1 

d1<1nge_ Al the same timl· as this dramatic transition i'> being implcmenred. the econom~ is ha\ing 
lo sur\i\·e rhe traumalic e:\1crnal sho~:li.s imposed upon it hy the rnliapsc of the former USSR and 
1h.: t"\IE-\ trading hlnc. 

R.:,..iJu;tl a,..pt:cb of the olJ s~-slem. logcrher \\ith new interventions dc,..igncd to allc\iat..: the 
present SC\·ere shorlages anJ economic collapse. haw comhim:J 111 crcale an extcnsiw anJ 
intcr-r.:bted wch of allocation and price di!'.h•rtions in the economy_ These Jis1nr1i,,ns. whil·h art­
institutinnali,.·d through a nclW1•rk of state-org;mi1ed pwcedures and methodologies. need lo he 
unlangkd bcf11re a clim<1le conduci\·c h• appropriate indu'\lrial d.:vclopment can he: achic\·ed. Thc 
slruclUral etmstraints to lhl· proper functioning of the marlct sysfl·m indude the 'llalc ••rder 
syslL·m. the syst.:m for centrali,ing npt•rts. e:\port licensing. fon:ign cl{changc earning surr..:ndcr 
rcquirL·mcnts. the ration syslem. price Ct'nlrol.s and <,uhsidis1:d encr!!)'- prices. These closely rd;t1.:d 
limitations arc all. in turn. associated with the tl'-Cf\alucd exchange rate ;md the Iacl of intern;1I 
comwtihility. 

Currently. the clear need for \1ongolia lo 1:ncourage small- and m..:dium-,..c;de indu•rri;1I 
L"nlcrpri"c"' is h;1mpcred f.y sc\·eral critical ,-onstraints: 

(<1) Most ,..mall-scale: mJnufoc1urers an.: ~ev.:rdy l;1cling in lhe appropri;11c experience and 
tr;1inin!-? m:ccs'i;1ry lo cst.1hlish themscln:s properly. 

(h) Rmk lin;ml·in~ ;., cilhL·r n1•t ;1\·ailahlc or Ji,aiminalory a!!ainsl private S\:"clor comp;mie'. 
whi1:h arc ~-hoiq.?cd much hi~hcr inlcrt:\I r;ue' lh<m compc1ing public enlerpri"c~. 

(c) \fo,I small rnmp;mii:~ mu .. t lir,..t import cquipmcnl ;md r;1w m;1krial'.'I hcf1,rc produr1inn 
r;m \lotrl for L·irhcr J,,mc,1i.- or cxporl m;1rkch, hut lori:i!!n <.:Xlh;m!!l" i' una\·;1il;1hli: 10 
rhcm. 

:\, ;1 ninwqul·m·c. mo'I nc\\ ~·nierpri'i:' "hich h,1\c hc::n c,rahli,hcd in lhl· manufoclurinl! SL"rlor 
ari: forrcd In en!tdttc in sm.111 'ralc traJinit simply to ... uo·i\·c Jntl ~r.:neratc enough harJ ~urri:ncy 
111 sci up prollm·tion. \\"hik not hdi11lin)! thc imporl;mrc ,,f tratlingp1•r w i~ not a had rhinJ.!. thi, 
... rah' nf affairs n-Oah thc I.Kl or allL·ntion ;tnd iml"\lnll"OI nenlcd 111 llC\clop the indu;..trial 'l"•lnr. 

Whik lhl· c11\crnml·n1 j, awarc ,,f many of rh1.: diflirnhil·, brin~ imlu,rrial llcwlopmcnl. nirr1:n1 
ninn·rn, nwr thl· L·ronnmir cri'i' ;ind lhL· nenls or 111ha kn- rronomil· "cfh1r, ar,- mer·ridinl!. the 
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dc\·dopmcnl of a comprchcn..-.ivc puli~- for indu...rrial dc\·dopm"·nr. The gtwernmcnt"s reform 
progTamme pn:scnled al the donor con..-.uha1i,1n mceling in l"laanhaalar in Ot.1obcr N'H. indud1.·d 
programmes for nine key sectors.. Among lhesc were encr~~- and m!nin!!. hut S(l\:cific n:fc:n:ncc 
hl manufacturing. indu.-.u·~· wa.c; included t\nly within lhc 1.·mplo~mcnt a"-1 pri\alinlion pacb!!e­
Apparcnlly. the only iniliali\-c S(l\:eificall~· de..,igncd to aid indu.<olrial de\·1.._\pmenl slems from !he 
idcn1if1cation of small-scale enlerpfr<oes a." a sc1.1or of high gr,t\\th f"ltenlial and lhu.<o high 
employment generation. To encourage ;md promote lhi.' sector. a l\•ordinaling l"•'Un1.·il on 
Oe\·dopmenr of Small Enlerpri<ocs. Trade and Sen-ices has hccn cslahli.,hed under lhc 
chai~an.o;hip of the Vicc-Mini..-.1cr of Lahour. and a Cenlre for Small Enterprise Pr,tm•ttion 
crcared in the Minic;try of Lahour. 

The immediarc gtwernmcnr priorities mu.o;t he lo facilitare rhe grn\\th and dc\·dopmenl of inJu-.u·~· 
hy di.c;manlling rhe structural and instirurional c,mstrain1s outlined aflm·c. Further lo these.:. lhere 
arc a numhcr of o<hcr arca.c; in which governmcnr direct action is ncce~sa~-. These.: indmk help 
and I raining \\llh accounling and financial reporting. creation and promotion of \·ocalional lraining 
courses. es1aMi.c;hmcn1 and monitoring of h~l_ricne standardc;. and cstahlishmcnt and enforet:mcnt 
of indu.-;trial standards 10 rai.c;c quali1y and help lo secure cxport markers. While rejection or lhe 
old ccnlral planning s~-stcm has hccn emphalic. lhere i.c; slill a need for ins1i1utional direction of 
macroeconomic and dc\·dopmcnl policies. This need ha." hcctlme increasingly ckar in n:t:ent 
limes as minislrics which arc no longer directed from ahtwe ha\·e in some ca.c;cs \·enlured out in 
difkrcnl directions wi1houl adequate intcr-mini.c;lcrial communicalion. A key area in need of 
imprO\·cmenl and modificalion of practices in 1his respect is lhe puhlic sccfor invcslmenl 
pnigramme. Project apprai.c;alc; made hy 1he Mini..,try or ~alional Dewl11pmcn1. esiahlished aflcr 
the aholition in 1990 of lhe Srale Commilh:c for Social and Economic De\·dopment. will need to 
t-e modified to fir lhe new slruclure of lhe ecomtmy. Current methods wncentrale on mc..:iing 
oulpul largets and on payhack periods. paying ~can! allenlion lo cconomic hcncfils and to cosl 
minimi1ation. As 1ime progresses. lhc Ministry of :'liational Dc\dopmcnl will h;iw to dncl11p its 
capahility to form medium and long term dnclopment slrategics for lhe economy which \\lll 
clarify the direction in which indus1rial dewlopmenl \\ill procced. 

financial institutions 

Mongolia·s financial senices sector is highly undcrdewloped. Ahhough the stale hanking 
monopoly has hcen hroken. lhe new commercial hanking sector is ha\ing trnuhlc adapling to the 
new market-oriented approach. Mosl of the new commercial hanks arc conlntlled hy stale-owned 
enterprises, and I heir practices dearly operate in favour 1lf lhe slate sector. The currenl .-.yslcm 
of inlerest rales is hiased Inwards state-owned enterprises. which recei\·e chea(l\:r credil lhan 
private enterprises. In one major hank. mid-1992 interest rares for puh!ic enterprises were 12 per 
cent while lhose for pri\·a1c ompanies ranged frum 24 10 2X rer ccnl. Indeed. lhc syslcm allows 
slale-owned cnlerpriscs to nrrnw funds and make lhese fund ... work for 1hem hy depo~iting 1he 
money al 1hc same hank. Puhlic enterprises accounted for more th;m lhrec quarler' or 
outslanding commercial credi1 from hanks in mid· IW:!. The current ownership Mruclure of h;mh. 
eomhincd \\ith the small numhcr of inexperienced personnel dealing wi1h credit evalualion. 
together make lhe presenl allocalion of capilal incffcc1ivc. 

Another fundamenlal prohlcm in lhc hanking ~ectnr is lhc lack •lf crcdi1 availahlc in th~ ,~,l~m. 
Total personal sa\ing..-. arc equivalenl lo ahout $5 million. le.-..-. tha11 rhc )!11\ernmcnl's fi~cal di.:ficir. 
Ahout 10 per cent of the deficit wa~ financed hy a ~ovcrnmenl domc,lic hond i.-..-.uc in IWJ. 
totallin~ ahoul T 2111 million. Mos! of the rcsl of pcr.-.onal ,a.,ing' arc Jcp11.-.itcd in the hanking 
sy.-.tcm, hul the insignific~inl amounl <'annot finance any .• criou.-. invc~rmcnl. Since real intt.:rc<,l 
rah:' arc negative. there i.-. li11lc inccnlivc for personal .-.avings. Som..: .-.rate cntcrpri'c' arc 
genera1ing savin~" Jnd have hq.~un lo pay hack dcht.-.. hul losses al olher 'late cnlcrpri-.e' arc 
hclicved lo more than off.-.ct these profr1s. leaving the .-.rate !oCCtor as a net drain on capital. 
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NOTES TO CHAPTER II 

l / The Boston Con..'iulting Group. Reconstru .. -cion and dn-elopment of the industrial sed<>r of 
rhr Republic of Mongolia. Drart Report. t7 August ltJ9:?.. 



III. STRUCTURE AND PERFORMANCE OF THE 
INDUSTRIAL SECTOR 

A. GRO\\TH AND STRUCTURAL CHANGE 

Early dewlopmenl of !he manufacluring !>CClor dales hack to !he 1Q21ls and 1930s which was !he 
fiN identifiahlc stage of l\longolia's pos1-revolu1ionary economic de\·elopment. characteri7ed fly 
limiled malcrial and industrial manpower resources. Hence 1hc lighl and food induslry de\·clopcd 
gradually. hy processing lives1ock produce. concentrated in 1he main market and lahour resen·e: 
l'l;ianhaatar. The coun1ry's first suhslantial industrial installation came iato operation in the 
capi1al city il'l 19.'-I. The Choylialsan (as it wa.' then known) industrial comhine comprised 
tanneries. a wool sc1luring mill and cloth factories powered hy its own power stalion. and produced 
a r;in!!e of goods including footwear. worsted. hlankets. felt. leather coats and soap. Ulaanhaatar 
also hccame the centre for coal mining and electricity generation during this early period. 

The economy diversified during the period 19~J- llJ(10, inlo lhe fields of ore-mining. metalworking. 
1imhcr-processing and further consumer goods production. Ulaanliaalar·s position as the country"s 
industrial huh was re-enforced hy the Sovie1-financed rehuilding and upgrading of the industrial 
cnmhine. estalilishing specialil'ed plants for tanning. sheepskin cnal manufacture. shoemaking. 
wool-washing and worsted doth and felt manufacturing. In 11Ht4l. 56 per cent of Mongolia's gross 
industrial product was produced in 1he capilal cily. 

The 1%0s marked 1he full-scale induslrialil'ation of 1hc country, wilh a trend towards 
decenlralil'alion as new induslrial and mining cenlres were developed and aimak (prmincial) 
cenlres sci up !heir own nour mills and food-processing fac1nries. This followed 1he complc1ion 
in 1'>55of1he tr;ms-Mongolian railway line from the horder \\ith the former USSR lo 1he horder 
wi1h the People's Repuhlic of China. in a decade in which an economic cooperation agreement 
with Chin;i s;aw Chinese lahourer~ improving hasic infrastruclure such as housing. roads and 
hridgcs. Mongolia\ relations wi1h 1hc People's Rcpuhlic of China waned during lhe llJfiOs. hut 
a new era and inten~ifica•ion of exlcrnal innuences on economic development was heralded with 
Mongolia's entry into 1he CMEA in 1%2. Despite Mongolia's nominal independence. virtually all 
new planls in !he three dec;1des until l'J90 wen: financed and/or huih hy the former llSSR or E;i<;I 

Europr.:;m countries. 

In the l'Hills in lJlaanhaalar lhe former Cierman Democralic Repuhlic huill two meal-packing 
planb. a woodworkinµ cnmhine wa' huih oy Poland. and Hunµary construc1ed ;1 clothing foclory. 
The nnrlhcrn cily of Darhan wa, filled out with a cemenl worh huih hy the former 
( ·,e,·ho~lovakia. and Hulµarian lahour was hroughl in lo huild a meal-packing plan! in Chnyhalsan. 
A hou<.e·huilding rnmhinc. a wnol scouring mill and a <;pinning mill were among the aid projccl<; 
wmpktrd in Darhan hy the former l :ssR in the l;11e 11170<;, and the emerging indu<;tri;1l city wa<; 
further developed hy Poland (W'ith a µlue factory and two distillerie<;), Hungary (a clothing factory 
:111d a nnur mill). the former C'1erho ... tovakia (a ta1111ery) and Romania (a comhine producing 
furniturl· and cardhoanl). 



2-1 Stntclllrr and Perf<Nmann' of tire Industrial Sector 

Some diversification of industry look place in the llJ:-ltls. "ith !hi: lisl of traditional prodm.1s fx:ing 
added 10 huy m.·w goods of export quali1~·. These include l·arpcls. lmi1wcar. schotll uniform~ 
leather and shet:pskin coats and cashmere swt:all:rs. A large new cemenl and lime complex.. a 
joint Smicl-Mongol project. was constructed al Holol. between Darhan and Erdcnet. in the 
miJ- l'>SOs. Ii now produces the country's total need-; for these products and cemcnt has bcwme 
a major export. 

Di,-tding the industrial sector between hea11y induo;tries. producing capital or producer gonds. 
known a.o; "Group,\" indu..<;trics in the socialist terminolo~·y used until recently in Mongolia. and 
light industries producing Consumer goods rCiroup 8" industries). the rclati\·e cuntrihutions lo 

gnls.o; industrial output have changed little over the la..o;t decade. Ciroup A indu...,trics accounted for 
563 pa cent of output in JIJIJO. and Ciroup B industries ·U.7 per cent. T;1hlc 111.1 shows that the 
food industry accounted for the largest lir:mch contrihution (UC~ per cent). followed h~ electrical 
and thermal ener~ ( 123 per cent). non-ferrous metals ( 12.2 fl\=r cent) and textiles ( 11.5 per cenl). 
B~· l'l'>l. when the economic crisis had taken hold. food\ contrihution to output had risen lo 27 . .t 
per cent. since it was one of only two hranches thal greY. in 1'1"ll (sec fx:low), the contrihution of 
the other, the leather. for and shoe industry. increased from 10.h per cent in l'}')0 10 B.9 per cent 
in llJ9l. Building materials. which con1rihu1cd I0.8 Jl'=r cenl in 1990, fell to .t.8 per cent in IWI. 
as output in the sector declined significantly (sec Tahlc 111.2). 

Table Ill.I. Br.mch composition of gross industrial product. 1987-1991 
(Percentage) 

1987 1988 1989 

Tota1 industry 100 100 100 

Electric and thermal energy I l.2 12 .0 11. 7 
fuel 3.9 4.2 3.8 
Engineering and metal working 3.7 3.7 3.6 
Non-ferrous metal 12.6 12.3 11.4 
Building materials 10.8 10.9 10.6 
Wood processing 7.3 1.0 6.9 
Textiles ! 1.4 10.9 12.0 
Clothing 4.6 4.5 4.9 
Leather, fur, shoes 9.5 9.5 9.6 
Printing 0.9 0.9 0.9 
Glass, faience 0.4 0.4 0.4 
Food 19.0 18. 7 18.8 
Chemical 3.6 4.1 4.1 

-----·-- ---~---------- - ------- ---------- -- --- --

Sourct·: 'i1a1c S1a1"1"·al Offi<c. 

1990 1991 

100 100 

12.J 13.0 
3.6 3.5 
3.2 I. 7 

12.2 10.8 
10.8 4.8 
6.0 4.1 

11.5 9.8 
4.7 4.6 

10.6 13.9 
0.8 0.8 
0.4 0.3 

18.2 27 .4 
4.2 2.0 

~- ----· --- ---~ 

Industrial development prior lo dcmocrali1ation and rhe 1hrust Inwards a m;1rl.:ct economy 
occurred 1hrough investment in stale enlcrprise)I l;1id down hy annual plans and rargcts. Rudgclary 
fund.-. and credih were provided hy 1he govcrnmenl, hnbtcred hy frn;inci<tl and h:chnical assislan(·c 
from the ('MEA rnun1rics, par1icul<1rly the former USSR, while domc~ric prices ;ind tariff~ were 
fixed. Through this central planning syslem, go11ernmcnl suh~idited outpul from ~omc enlcrpri,es, 
while for olhcr)I price)! were cost plus, with lhc maq~in pr1widing stale n:venue. By lhc end of 
ll>'>fl, rhere were more than 4110 large public entcrprisc)I, mn'I 11f 1hem opcraling al a lo .. )!. 

The annual avcraJ!c growth in gro..,)I induslrial oulpul Wil)I rapid in lhc Jl>70)1 (<1vera1-1.ing 1>.'i per 
ccnl) and firs! half of 1hc l'>Xlls (8.-l per ecol), hul slowed to .H1 per cent in 1he period Jl)X(,. )•)IXI 

(\cc Tahlc 111.1). Somc of the htrg,· ... 1 recent incrcase)I in output were )lccn in lextiles, energy, ;snd 
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huilding materials, all of which recorded annual grov.1h rates in excess or 10 per cent in the 
1981-1985 period. The non-ferrnus metal industry 1~ojoycd the highest ar.nual gro\\1h rate during 
this period ( 19.1 per cent). after the Erdenet combine producing copper and molybdenum came 
into operation at the end or 1978. Through the latter half of the 1Q80s the non-ferrous metal 
industry •~ccountcd for 12.5 per cent ur gross industrial output on a\"eragc, up from 4.2 per cent 
in 1970. 

Table 111.;. Output or selected c-.ttegorin or industrial products, 1987-1991 

1987 1988 1989 1990 1991 

Electricity (million KWh) 3,348.7 3,544.l 3,568.3 3,347.9 3,228.6 
Coal (thousand tonnes) 7,765.3 8,605.8 8,044.5 7, 157 .0 7,009.3 
Fluor spar (thousand tonnes) 543.? 522.7 578.2 455.9 250.8 
Bricks (mil:ion pieces) 169.8 180.6 172.8 151.l 107 .7 
Cement (thousand tonnes) 541.4 502.l 512.6 440.8 226.8 
Lime (thousand tonnes) 114. l 122.2 95.0 103.0 76. l 
Installed metal constructions 
(thousand cubic metres) 154.7 156.6 165.l 166.8 75.4 
Plywood (thousand cubic metrP.s) 4.8 5.8 4.9 3.4 I.9 
Cardboard (tonnes) l,210.0 943.7 1,026.6 819.4 968.0 
Sawn wood (thousand cubic metres) 580.:i 540. 7 553.1 509.0 270.4 
Scoured wool (thousand tonnes) 10.4 9.6 10.1 9.7 7.2 
Carpet (thousand square metres) 1,809.4 1,813.8 2,128.l l,971.2 1,400.2 
Knitted goods (thousand pieces) 3,163.8 3,942.2 4, 110.5 4,248.6 2,808.7 
Felt (thousand metres) 630.4 631.1 849.7 745.0 583.2 
Felt boots (thousand pairs) 469.1 486.2 592.3 588.5 444.2 
Over coats (thousand pieces) 99.4 101. 7 89.7 108.7 51.4 
Suits (thousand pairs) 168.6 152 .0 182.6 201.8 30.2 
Hides large (thousand tonnes) 0.9 0.9 1.0 1.0 0.8 
Leather footwear (thousand pairs) 3,517.3 3,920.6 4,140.0 4,222.5 4,085.9 
Leather coats (thousand pieces) 49.5 31.4 41.6 35. 7 29./ 
Sheepskin coats (thousand pieces) 161.2 lBl .6 180.2 138. l 111.5 
Meat and meat products (thousand tonnes) 54.7 62.0 61.7 57 .8 49.6 
Sausages (tonnes) 4. 782. l 5,284.7 5,824.3 5,686.7 5,825.4 
Flour (thousand tonnes) 193.7 196.4 199.7 189.8 174.4 
Bakery goods (thousand tcnnes) 68. 7 69.9 66.7 63.3 63.2 
Confectionery (thousand tonnes) 37.2 41.8 45.7 41.7 33.5 
Milk and dairy products (million 1 i tres) 55.6 59.0 62.0 59.6 50.4 
Mixed fodder (thousand tonnes) 156.4 177 .4 212 .2 119. l 102 .1 
Hou·;eho 1 d soap (thousand tonnes) 3.7 2.5 3.3 2.6 0.7 
Toilet soap (million pieces) 5.4 6.8 10.3 10.2 5.3 
Publications (million signatures) 363.3 3B2 .2 376.6 312.8 174.6 

!inur.-e: S1a1c S1a1is11cal Office. 

The economic !'>lowdown in the lat.: 11J80s, which has hecome a crisis in the earlv 1990s, has had 
a predictahlc impact on industry as spare parts. raw materials and technical as~istancc became 
short and markets collapsed. (iross industrial outpul declined hy 20.1 per cent in 1991 and output 
for the lirst hair or 1992 showed a furlher decline or 21.7 per cent over the lirst hair or 1991 as 
production at many plants has slowed or stopped (sec Tahlc llU). All hut two of the tJ branches 
rccogni1cd hy the State Stati~tical Office rc;orded declines in production in 1991. The largest fall 
was in the huilding material industr~ (64.J per cenl) as con:r.truction all hut ceased in Mongolia, 
hut disastrou:-. declines in output wac also kit in the chemical industry (61.5 per cent), 
engineering and metal-working (:'i7.8 per cent), wood processing (46.2 per cent) and textiles (32.0 
per cent). The sh<trp fall in output continued in the lirst half of 1'>92, wilh declines in outpul 
rcla1ivc to the lirst half of 111111 r1.0cordcd across the hoard, with the exception of non-ferrous 
metals which held production constant, although r1lr 11>91 as a whole output declined hy 29.2 per 
cent. 

The recent growth in certain manuracturing hranchc~ is rcnl'Clcd in the change in the structure 
of manufocluring value added over the l'IH0-1990 period (sec Tahlc 111.4). Through the lirst hatr 
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of the 1<>80s. food processing dominated, which together with lca1her processing and wood 
products. accounled for 65.1 per ccnl of Iota! manufacturing \·aluc added in 1980. The "igorous 
growth of lcxtilcs, and lcs.c; vigourous gro\\1 h of non-metallic mineral products. increased the share 
of these branches to more than 10 per cent by 1990. 

Table 111.3. Annual average increase or gross industrial product by branch, 1971-1992 
(Percentage) 

1971- 1976- 1981- 1986- 1990 1991-
1975 1980 1985 1990 1991 1997a/ 

Total industry 10.8 8.25 8.35 3.55 -20.01 -21.7 

Electric and thennal energy 12.75 10.75 11.05 5.95 -15.8 -7 .8 
Fuel 8.80 10.01 9.30 3.00 -22 .7 -12.2 
Engineering and metal working 12.ZO 7.01 26.90 0.90 -57 .8 0.1 
Non-ferrous metal 14.00 101.05 15.90 1.50 -29.02 -1.9 
Building materials 13.01 8.08 19.45 11.00 -64.3 -48.6 
Wood processing 9.45 7 .05 10.15 -2.05 -46.2 -54.2 
Textiles 12 .45 5.75 16.65 2.95 -32.0 -23.6 
Clothing 16.70 10.15 4.55 2.25 -22 .1 -89.2 
leather, fur, shoes 6.55 6.09 -2.60 5.15 4.4 -37.7 
Printing 9.05 7 .65 1.05 3.85 -19.8 -60.7 
Glass, faience 14. 70 0.35 23.95 3.85 -34.l -28.4 
Food 11.00 2.90 1.25 1.30 20.0 -22 .5 
Chemical 23.05 11.8 18.45 8.90 -61.5 -16.2 

Sourct>: State Statistical Office. 

a/ First half. 

Table 111.4. Structure or manufacturing value added b~ industrial branch, 1980-1990, 
selected years 
(Perccntai;e shares) 

------
Branch 1980 1985 1990 

Food, beverages and tobacco 43.0 41. 7 27 .5 
Texti Jes 6.6 10.9 16.4 
Wearing apparel other th~n fur and footwear 8.0 7 .2 7.5 
Leather, footwear and fur wearing apparel 11.2 9.7 16.7 
Wood products 10.9 10.5 7 .9 
Printing 3.4 3.1 2.0 
Industrial and non-industrial chemicals 5.3 '1.2 6.3 
Pottery. china dnd glass 0.3 0.6 O.A 
Non-metal 1 ic mineral prod•Jcts 6.4 7 .0 10.5 
Metal products. machinery and equipment 4.9 5. i 5.0 

So11ra: C:\IDO Regional and Counrry Srudic' Daraha~c. 
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R. OWNERSHIP, SIZE, DISTRIBUTION AND PRODUCTIVITY 

Li ntil the recent changes :111 industrial enu:rprises wen: state-m..-ncd. \\ith some joint \'Cnturcs \\ith 
CMEA wuntrics. livc of which. most in the minerals sector. have continued (sec section C ~low). 
Initial cnnmr;1gement of pri\·ate enterprise came in 19&~ with the promotion of private sector 
cooperati\-cs under the new Law on Cooperatives. and has spread Y.ith the promulgation of the 
company law. hankruptcy law. consumer protection law and anti-monopoly law in 1991. Private 
coopcrati\·es numhcrcd 180 hy the end of 19~. emplo)ing 3,51Xl people, and had increa:>cd to 
nearly ~.000 in 1991, employing more than 20.IXXl (excluding liveshlCk coopcrati\'es). More than 
~.000 other private firms have hccn set up since the reforms hegan, emplo)ing some 32,000 people. 
Most of these companies arc involved in seni•;cs and the production of light consumer goods for 
domestic markets. In 1991, a total of 56,IXlO people were employed in the private sector (including 
~.tltlll self-employed). making up 8.6 per cent of the total numher of employees. In mid-1992. 
private manufacturing enterprises acrnuntcd for 5.1 per cent of industrial output. 

The government's privatization programme is one of the cornerstones of the economic reform 
package. and aims to be completed by 1994. The programme is hcing carried out using a voucher 
system similar to that used in Poland. former Czechoslovakia and Romania, with a stock exchange 
cstahlishcd in 1991 which is initially acting to facilitate the privatization process by distributing 
shares and will eventually concentrate solely on a traditional share trading function. Each citizen 
is issued with two vouchers, a blue voucher worth 7,000 tugrik to he used for purchasing big assets, 
and a green voucher containing three 1,000 tugrik tickets for the purchase of small assets. This 
voucher scheme covers the majority of the 1,600 small enterprises and the 340 hig enterprises that 
arc heing completely privatized, as well ao; .364 firms to he partially privatized. The book value of 
the big enterprises is put al 10.8 billion tugriks, and the small enterprises al 5.6 billion tugriks. 
Agricultural assets and livestock, valued at 3.8 hillion tugriks arc also covered by the green 
vouchers. making a total value of assets to he privatized of 20.2 billion tugriks, approximately 
equivalent to the total value of vouchers issued. The state will maintain ownership of enterprises 
in minin!;\. energy, rail and air transport. communications and water supply, which although small 
in numhcr arc large in terms of assets. By the end of July 1992, 175 enterprises were listed on 
the Ulaanhaalar stock exchange. Of these, 50 had been wholly privatized, about 30 of which were 
industrial enterprises. 

Table 111.5. Size distribution of manufacturing enterprises, 1991 

Number of actual 0-49 50-99 JOO- 200- >500- Total of Output Tota 1 number 
workers 199 499 enterprises (Thousand of employees 

tugriks) 

Metal working 5 4 9 3 0 21 233, 375 2,673 
Chemicals l 2 2 l I 7 267,421 3,401 
Construction materials 0 4 9 7 3 23 350,750 6,870 
Wood processing 6 9 4 11 4 34 309,903 9,053 
Glass 1 0 1 1 0 3 35,118 525 
Wool and wool garments 0 2 l 4 9 16 675,381 8,631 
Clothing 1 1 2 7 2 13 163,013 4,274 
Leather 2 1 2 6 5 16 647,036 8,919 
Printing 26 4 3 0 0 33 57 ,884 1,323 
Food 3 5 20 11 8 47 I, 447, 603 13,096 
Other 1 4 3 1 0 9 101, 301 1,205 
Private 0 1 3 8 9 21 216,413 9,860 

Total 46 37 ~ 60 41 243 4.505.198 69,830 

----- --·--- - ------------------ ----------------· 
Sour«1': :'.linis1ry of Trade and lndus1ry. and rnnsullations w11h Boston C'onsult1ng (irnup 

------ -------- -- ---- --------- --------- --------·-----------------------
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Table 111.6. Size distribution and producth;ity of manufacturing enterprises, 1991 

Size Output Total Productivity 
(Numbe;- of NIJllber of (Thousand (Number of (Tugri ks/ 
employees) enterprises tugriks) employees) employee) 

Metal .orking 
<50 5 28,211 177 15'i,384 

50-99 4 11,836 302 39.192 
100-199 9 132 ,334 1,275 103,791 
200-499 3 60,994 !!19 66,370 

>500 0 0 0 0 
Subtotal 21 233.375 2,673 87.308 

Cheaicals 
<50 1 173 38 4,547 

50-99 2 4,290 115 37,302 
100-199 2 30,203 237 127 ,439 
200-499 1 20,156 384 52 ,489 

>500 1 212.600 2,627 80,929 
Subtotal 7 267,421 3,401 78.630 

Construction 11aterials 
<50 0 0 0 0 

50-99 4 5, 193 311 16,698 
100-199 9 58, 102 1,435 40,489 
200-499 7 114,227 2,027 56,353 

>500 3 173,228 3,097 55,934 
Subtotal 23 350,750 6.870 51,055 

Wood processing 
<50 6 11, 997 254 4 7. 232 

50-9'} 9 17,581 648 27, 132 
100-199 4 10,411 563 18,493 
200-499 11 155, 124 4,092 37,909 

>500 4 114, 789 3,496 32,834 
Subtotal 34 309,903 9,053 34.232 

Glass and fibre glass 
<50 1 2,993 40 74,835 

50-99 0 0 0 0 
100-199 1 5, 140 182 28,239 
200-4119 I 26,985 303 89,058 

>500 0 0 0 0 
Subtotal 3 35.1J8 525 66.891 

Wool and .aol garwents 
<50 0 0 0 0 

50-99 2 3,305 131 25,231 
100-199 1 6,352 124 51,223 
200-499 4 70,693 1,411 50,101 

>500 9 595,032 6,965 85,43? 
Subtotal 16 675,381 8,631 78.251 

Clothifl!: (Sewing) 
<50 1 1,094 21 52,086 

50-99 1 2, 137 88 24,288 
100-199 2 9,970 355 28,085 
200-499 7 104,/80 2 ,358 44,436 

>500 2 45,032 1,452 31,014 
Subtotal 13 163,013 4,274 38.141 

leather 
<50 2 4,544 60 75,735 

50-99 1 704 90 7,827 
100-199 2 19, 177 316 60,688 
700-499 6 238,441 1,777 134, !82 

>500 5 384, 169 6,676 57,545 
Subtotal 16 647,036 8,919 7l,S46 

(continued) 
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Tahir 111.6. (continurd) 

Size Output Total Productivity 
{Nllllbe:- Jf Niinber of {Thousand {Nmber of (Tugriks/ 
employees) enterprises tuqriks) employees) employee) 
--·· 

Printing 
35,342 <50 26 23,891 576 

50-99 4 15,662 283 55,343 
100-199 3 18,331 364 50,359 
200--t99 0 0 0 0 

>500 !l 0 0 0 
Subtotal 33 57.884 1.323 43.752 

Food 
<50 3 5,798 106 54.702 

50-99 5 23,485 421 55,000 
100-199 20 200,037 2/J77 69,530 
200-499 11 527 ,036 3,489 151,057 

>500 8 691,247 6, 197 111,545 
Subtotal 47 I.447.603 Il,096 ll0.538 

Others 
<50 1 734 30 24,473 

50-99 4 18,465 286 64,564 
100-199 3 78,503 496 158,272 
200-499 1 3,598 393 9, 156 

>500 0 0 0 0 
Subtotal 9 IOI.JOI I.205 84,067 

Cooperatives/ 
Private Co's 

<50 0 0 0 0 
50-99 l 2,570 91 28,236 

100-199 3 23,772 529 44,937 
200-499 8 76,437 2 ,777 27,525 

>500 9 I 13,635 6,463 17,582 
Subtotal 2I 2I6,413 9,860 21,949 

Source·: Compu1cil from \tinis1ry of Trade and lnduMry l>ala. 

Some of the difficulties hcing faced hy !he priva1i1alion programme and newly priva1i1ed 
companies include the pace with which related reforms arc keeping up wi1h the programme, the 
ii.sue of the outstanding dehts of firmi. to he priva1i1cd, the macroeconomic effects given the 
numhcr of firms operating al a los.<;, and the lack of accounlancy and auditing ski!ls in the country. 

Mongolia's manufacturing indus1ry is characteri1ed hy a predominance of large enterprises (sec 
Tahle 111.:'i). In Hong Kong and Taiw;in Province, two successful market-based areas, enterprises 
employing less than 100 employees conlrihute ahoul half of indusrrial output, ""hilc in Mon~olia 
!'!Uch small cnlcrprises accounl for less lhan 15 per cent. For some economic activities such high 
eoncenlrarion of production is hcneficial, hul expcriem:e from other developing countries sugge~ts 
that lhis is hy no means applicable to all aclivities. As Tahlc lll.6 indkates, some hranchrs show 
significantly heller productivity in smalkr cnlerpriscs. 

In lhc wool and woollen garmenls hranch, for example, 81 per cent of enterprises employ 2!1.l 
people or more, and these B enterprises employ 98 per cent of employees in lhc ~ctor and 
produce 98 per cenl of the oulpul (sec Tahlc 111.7). Productivity in the larger enterprises is 
grcaler, the oulput per employee in the enterprises employing more than 500 hcing more than 
three times lhe productivity in the sm;illesl enlerpri~es with k:,s than 50 employees (sec Tahle 
111.<1). In leather goods, where m per n:nl of cnlcrprises employ 200 people or more, accouflting 
for '>5 per ccnl of all employees and% per cent of our put, economics of scale arc not so clear cul. 
Productivi1y in enlerpriscs employing 21Kl-49CJ workers is 77 per cent greater than in the smalle.~t 
enrerprises, hut lhese smal!e.~I enterprises have heller produclivity than the larg1..sl enterprises 
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Tabk 111.7. Manufacturing induslry sitt distribution output and t-mplo~ftS. 1991 
( Pcrl-cniagc) 

------------ ------~---- -- -- ----

Size 
(Nu.11ber of ~loyees) NUlllber of enterprises Output £111p l oyees 

lletal ..-ting 
<50 Zti 12 l 

50-99 19 5 ll 
100-199 43 57 48 
200-499 14 26 34 

>500 0 0 0 
Subtotal 100 100 100 

Chmicals 
<50 14 0 l 

50-99 29 2 3 
100-199 29 11 7 
200-499 14 8 ll 

>500 14 80 17 
Subtotal 100 100 100 

Construction .aterials 
<50 a 0 0 

50-99 ll 1 5 
100-199 39 17 21 
200-499 30 33 JC 

>500 13 49 45 
Subtotal 100 100 100 

Wood processing 
<50 18 4 3 

50-99 26 6 7 

100-19? 12 3 6 
200-499 32 50 45 

>500 12 37 39 
Subtotal 100 100 100 

Glass and fibre glass 
<50 33 '} 8 

50-99 0 0 0 
100-199 33 15 35 
200-499 33 77 58 

>500 0 0 0 
Subtotal 100 100 100 

Wool and .ool ga,_...ts 
<50 0 0 0 

5\l-99 13 0 2 
100-199 6 1 1 
700-499 25 10 16 

>500 56 88 81 
Subtotal JOO 100 100 

Clothing (Sewing) 
<50 8 1 0 

50-99 8 1 2 
100-199 15 6 8 
200-499 54 64 55 

>500 15 .?8 34 
Subtotal 100 100 100 

(cont i micd) 
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Tab~ 111.7. tcoatinunt 

Size 
(NUllber of iamployees) NIJllber of enterprises Output E11111>loyees 

Le;ither 
<50 I] I I 

50-99 6 0 I 
100-:99 I) 3 4 
200-499 38 37 20 

>500 JI 59 75 
Subtotal 100 100 100 

Printing 
51 <50 79 41 

50-99 12 27 21 
100-199 9 32 2S 
200-499 0 0 0 

>500 0 0 0 
Subtotal 100 100 100 

food 
<50 6 0 I 

50-99 11 2 3 
100-19') 43 14 2Z 
200-499 23 36 27 

>500 11 48 4! 
Subtotal 100 ICIO 100 

Others 
<5G 11 I 2 

50-'.:'I 44 18 24 
100-1'19 31 17 41 
200-419 11 4 33 >5(/) 0 0 0 
Subtotal 100 100 100 

-~------

StnlTct•: Cnmpurc:,1 from \t1msrry nf -r raJc: anJ lndusrry f>ar;i. 

-~---

(employing more lhan 5110 workers) and lhosc employing 100-199 workers. Some hranches or lhc 
le;tthcr goods scelor arc concenlraled in very few enlerprises. Hides arc processed in a single 
pre-lrcalmenl facili1y feeding just lhrcc major lannerics, which supply mosl of Mongolia's outpul 
or hides. Vir1ually all of rhc nalion's ~hoc\ arc produced in one huge lilaanhaalar foc1ory which 
has ii capaci1y or.'\ lo ..J million pairs a year. 

Jn lhc clothin~ sector, where (JI) per cent of enterprises employ 21!11 or more workers. accounting 
for X'J per cent of all employees ;md 'J2 per cenl of outpur. the economics of scale arc rever,ed. 
flighesl produc1ivi1y j, achiewd in lhe .\mallest enlerpri .. es, as is lhe ca'ie in the ·~·ood proce.,.,ing 
;mcJ mc1;1l-working induslries. which h;1vc more even site di<ilrihulions. The poor pro<luctivily of 
lcir~cr enlerprise.'> i., ;11 leas! in parl due 111 pasr policies which guaranlccd employment for all and 
lhus kd lo on:r-manning in m;my in<luslrics. Many of lhc larger manufacturing induslrics would 
hcnclil from hcing hrokcn up into !>Clf-~u!\laining unill' of cntcrpri!°\c ha...cd on either proce~ .. t•r 
product divi'>ion. The clo1hing '>CClor i~ ;1 prime candidate in 1hi-; rc.,pccl: wmpanic., wi1h lcs'> lh;m 
100 employee~ <lomin;1lc ~armenl nulpul in mml countric~. 
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C. l'.\VEST~tE~T 

The impending ecum•mic l.Ti'i' meant 1hal in..-c ... lmcnl in lh'-· in~u,1rial ... n\or wa.' ~..-cn:ly n:Ju.-'-·J 
in l')'JtJ. t>y .it per cent ,wer 1%") lc\"cJ<,. anJ the appan:ntl~ high 1'1'11 kwl i-. dct>a...cJ h~· the fall 
in the ,·alue ,,f the tugrik. Bea') indu.,try has loni:: l>cen the chief l>cndiciar~• ,,r indu,trial 
i0\·c<,t1T1ent {sec Tahlc 111.S). v.ilh energy. ~trnkum refining and non-fcrrnu' mctab re.:ei'.in!! -N 
per n:nl ,,f total indu.'>lrial inwslmcnl in l'l~N. The le~· role ,,f the~ inJ!l,irie ... in the ec,•n•·m~ 
during the cri'i.' of 1'1'10- l')'H i.-; indicaled lly the ri'\C in their share nf imc ... rm .. ·nt hl fill per n·nl 
in l')'lt) and 7X per cent in IWL 

lnwstmenl v.ill c"ntinue lo he limited lo lhe hare m1mmum in lhc rnming kw y1:ar<,. with 
continued empha_,j-; on lhe<.;; cs....cnlial o;cctors. a.' ~\ini,? ... and foreign citchange remain ..carce. But 
dlicicncy gain." from the economic reform programme ... huuld generate !!rnwth wirh nnly luw Ind' 
of inwstmenl of lhe order of 1.i per cent of c;OP act.'"\mJing h• World Banl c'\timate .... Thi" k,·d 
rnnlra.,ts lhe very high rares of inwstmcnl that chara'-1ai;red lhe l'r.ifb.. when ...cvcral major hi!!hly 
capilal-intensiw projects in the mining. power anJ lransportarion '\Ct.1ors were carried •lUI 10 
incrca.'\C copper prnJuction and proccs..,ing. In 1'11'l•. in,·cstmenl v.a.' ttts.5 r..:r cent uf c iDP. 
declining to ahoul .i:; per cent in l'IX7 and remaining al rhi.' level in 1•.is.-; and l'IX'I. The main 
source of re,·cnuc for iO\-c<,lmenl in !he medium term is cxpeclcd lo hc from external .,,,urcc,. 

The encouragement of foreign investment wa.-; put on a firm footing with rhe pr.•mulgation nl a 
new Foreign IO\·cslmenl Law in l'.NO. This includcs prmi,ions for unrt.•<ttrictl·d repatriation ,,r 
capital and rs:millance of profits and Ji,idcnd-;. By the end or the firo;I h;1U of J•)'I!. licen.<.e'\ had 
hccn i-.. .. ucd to 1.i•> cnlcrprises. with promi. .. ed in\·eslment rrom :!~ countri.:,, totalling S32J1 milli,m 
(.-.cc Tahlc 111.9). !\.fongolia·s imr1...:diate neighhour ... headed lhc li<,t of foreign in\·e!'olors. with 
Ru. .... ,ian Fcderalinn participating in 72 jninl vcnrures v.i1h imcstmcnts totallin~ Sl.J . .i millinn. 
followed h~- the Peoplc·s Repuhlic of China 01 \·cnlures). ahhou!!h in terms of \·aluc ,,f 
in,·e.,lmt.·nts. the Lrnih:d State.-. is second hchind Ru., .. ian F.:dcration wilh a promised St1.h million. 
Thir1y four enterprises had started acti\"itics hy mid-1'1'>2. most in commoJitie., ~uch it.'- cashm....-r1.:. 
camel h3ir (wool). horse hair, meat. and mining. with .-.umc in "cr\iccs and rrade. To date all ... uch 
\·cnlures inml\"c Mongolian inputs. alrhough in 11)92 <.ome interest wa.<, tx:ing shown in 1h1.: 
as.,cmhly/proces.o;ing mode so popular in other A<,ian cnuntrie-;. One new \·enlure in Claanha;1!;1r. 
for example. invol\·e:-. a wnolkn garments factory wholly u.<.ing external inputs lo take ;1dvan1;1cc 
of 1he fact that Mongolia has no quota'\ with imporling countries for d.11hing pwduct ... under lhc 
Multi Fihre Agreement. In addition lo these new jninl \enlurcs. fiw existing cnlerprises. slarh:d 
with for.:ign capital during the days of central planning. continue to operate. Th .. ·y include the.: 
Erdcnct mining operation. and th.: Claanha;itar railway company. holh joint Ru,..<.i<tn Feder;uion 
\"enlurc.-.. 

The gm-crnmenl is considering the c.-.1ahlishmenl of Jevdopmcnt mnes lo stimulate furtha 
projects. and there would appear to he a good argument for esl;1hli ... hing a single lncalion 
spccilically geared to export cnterpri.-.es. with coordinated lran,port. cm:ri,.•y and wat:.:r .. upplic,. 
Slrcngthening or the admini.">lralion dealing v.ith direct foreign inwstmen; and ... del·ti\1: promoti•m 
arc areas which need special attention. A sinrlc :igency which will deal v.ith all n...:c1:";1ry 
~rmi.,.-.ion' and hdp Co identify loc;1l partners would1?re:i1ly facilirar..: polenti;1I forei~n inw,lm~·nr. 
while <,elective promotion is also needed. lar!?eling approprioih: inve.,tor-. for \fong11li;m export-.. 
giwn the counlry's rc;1l ;md pcrcei\cd remolen.:.,,. In the .\hort term. ;11 lc;"I· foreicn imolwmcnt 
i.-. likcly lo follow the rc.:cenl pattern, wi1h mo.,t ;11ten1ion hcing p;iid lo ,·nkrpri'e' ~-nich add value 
lo !\.fon~olia"s n<1tural resource.c,. e.,pecially in anim;1l prmluch. 



Tablt' 111.8. lnnstmt'nl in industry by subst'clor, 1977-1990 
(Million I ugrik) 

---------·-------··---···-----------------··------ ---·-- - --·-·--· --- - -···--·-- -· 

1911 1978 19/9 1980 1981 1982 1983 1984 198!J 1986 1987 1988 198'1 11190 

--------- --------- -----·----------·--·-··-~----~· -------·--- ----··------------------·--------
Generation of electric 

ene~~y and hedting 318.il 188.0 l!0. 7 81.? 412.6 616.0 761.2 686.2 588. 7 588.4 391.6 169.4 382.0 316.1 
Petroleum refineries 97 .2 202.9 240.9 707.0 274. 7 332.8 295.8 719.1 104,/ 212 .8 188. I 196.4 110, 3 153.9 
fngineerinq 96.4 142.8 224.2 201.0 ... . .. . .. 104.7 212.8 . .. . .. 110. 3 
Nonferrous metals 611.9 7R3,5 135.6 168.2 76.7 376. 7 5!J.4 84.6 115.5 143. ! 105.1 214.8 235.6 87.6 
Ketal working 88.3 48.9 25.5 58.2 15.1 11.7 6.1 14.3 28.9 25,0 26.0 n.2 33.0 31.0 
Chemi ca Is !. J 67.3 1.8 79.4 84.0 180.7 172. I 19?. .4 168.2 258.2 UiO. I 9/ ,6 48.1 44.fl 
Building materials l81.8 133.1 79.5 381.6 525. 3 162 .1 106.7 190.2 283.7 262. I 212 .1 l76.9 214. 4 151.2 
Wood processing 46.6 105.4 56.6 56.6 83. l 65.4 /4.8 63.7 58.0 110.2 121.5 41.6 4.1.? 0.3 
Textiles 19.9 86.8 175.4 161.6 164.3 86. 7 38.0 27.7 1:'3.9 69.!i 77 .5 122.6 11?.3 13.2 
Glass ... . .. . .. 3.3 1),0 1.1 ... . .. . .. O. l 0.1 !. 5 0,5 
Clothing 1.2 0.1 1.6 ... 2.4 3.3 2.9 1.0 2.6 7.5 II. 5 25.0 
Ledther, fur 29.3 32.3 45.5 31.6 58.3 29.I 24.0 41. 5 43.9 55.6 0.3 45.5 ID. I 
Printing 0.3 I. 5 0.9 0.3 ... . .. . .. !. 7 3.5 I. 3 3.3 10.4 0.8 
Food 14.3 16.6 22.3 29.5 ':i7 .2 144.5 191.0 104.5 109.9 117. 5 16.8 101.4 136.1 71.1 
Other 7.1 23.1 11. l 40.6 6.9 7 .6 ... . .. . .. ... . .. . .. . .. 5.4 

Jot•l V>19.4 1,832.3 1,131.6 1.462.1 1,767.2 2,011.5 l, 1?8.4 1,626.6 1,632.8 2,062.0 1,400.8 1,260. / 1,471.J 936.1 
--~---·------------·-·------- -·---------·-- ---------~------------------------- --------... ·----------
Souh·c·: Sc;uc S1a11Mll"ill l>ffrl'C 

-------~- ----------------·-- ------ - - ---~-- ---------------- --------~------ .. - -·----··- .... 
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-~ SrnKCllf't" a!ltl Pafomra11n- of tht: lnc.lmtrial St•ctor 

Taa. 111.9. Status of fctrrign in\nlmmt b~ countr, up to I Jul~ 199.? 

Country 

Russian Federationa 
China, ~eople's Republic of 
Japan 
Hong Konq 
United States of America 
Crechos 1 ovak i a 
Taiwan ~rovince of China 
Germany · 
Switzerland 
Republic of Korea 
Singapore 
Viet Nam 
ROlllolnia 
Georgia 
Kazakhstan 
Hungary 
Canada 
Un it ed Kingdon 
Hacao 
Uruguay 
Belarus 
Austria 
Tot~I 

Snur.·.-- S1;atc r~011u.111nn <"•>mm111cc_ 
;a. h•rmcr L·s..;R 

N\Jllber of economi::: 
ur.its 

12 
31 

10 
z 
2 
2 
2 

I 
I 
2 
2 
2 
1 
I 
I 
l 
l 

149 

Share of foreign investor: 
(Doi lars) 

l-l,3'.i0,91C 
3, 107, 9'.iO 

373,900 
3. 963,700 
6,620,000 

103,600 
389, 400 
299.100 

l.390,000 
268 . .t50 
?5,000 
'l0.000 

.;10.000 
250,000 
62,000 
11. 340 

550,000 
21.600 
89.000 
56,COO 
56,000 

7 ,'JOO 
l1.S99.450 

h l'nrmcr 1-cJcral Rcpuhhc of <i~rm~n:- anJ (jcrman lkm.xr.111< Rcf'ubiK 

Industry i!\ ~ major employer in \1ongolia. In Jll'II. when 1hc total employed lahour force ~!tll-.d 
at hXK 100. indusu;.- employed ~I per cen!, rcpre~enting t.i5300 pcopk. Of th;;sc. ahout 70.11110 
were employed in manufactrring ('•cc Tahlc Ill.Ill). The distrihution of employment hc1wccn 
hranchcs h.ts lx:cn severely di~rupted l>y the recent ccnnllmic ~itui1ti1,n. Joh" in the cn~ineerin~ ;md 

------- ---------
Tahir 111.10. Numhrr of employers by branch, 1987-1991 

(Thou..,and) 

19~7 1988 1989 
-- --------- ·- - - ---------

Total industry 100.7 10/.3 107.3 
£lectric and thermal energy 8.2 9.8 8.4 
Fuel 4.1 4.3 4.1 
Engineering and metal working 6.8 6.4 i;.6 
Non-ferrous metais s.o 4.7 4.9 
Building materials 11.8 12 .7 I? .2 
Wood processing 11.1 !0.7 10.1 
Textiles 8.? 8.0 8.3 
Clothing u.o 17.6 10.1 
leather, fur, shoes 9.7 9. 7 9.3 
Printing 1.9 7.0 : . 3 
Glass, faience o.s o.s 0.6 
food l l. ~ 14.0 14.? 

·~--.- --- --

-'""'(( 'ii.tic Statl\l1cal Offirc 

1990 1991 

10~.9 11? .l 
JS.6 21.8 
4.3 4.6 
3.8 J.S 
4.8 4.8 
9.2 9.1 

)l .4 l~.4 

9.0 8.2 
12.6 13. 7 

7.2 8.6 
l. 7 1.7 
0.7 (). l 

11.4 l'i.9 



St"ltctun.· un,f Pt'ffomrunn~ of tlrt' fn,hmriaf St>ctor _'\5 

m.:1:11-\\Wling inJu-.tr~ fdl h~ almt"I half from 1•1s•1 tn l'l'lll_ and v..:r.: .. tightly rcduc.:d ag;iin in 
l'"'l. Employm~·nt in the huildin~ m;1tcrialo; indu-.tr~ al-.t> fdl from (•IS'> h• 1'1'111. h~· 2-i (l':r Cl"nL 
Empl·•~mr.:nt in thr.: wo,iJ pnlt:.:,,in!! indu-.tr~ incr.:a,r.:d hy 5.'i p.:r cent frnm l'll\"I lo }lJ'lll. h• fall 
b~ 12 p.:r 1:1.:nt the follt•wing year. Snmc of thr.: Jr.:dinr.: ... in manufacturing cmplo~mr.:nt arc likdy 
to hc a fundi"n t>f ll\t:r-manncd .. 1;i1r.: inJu_,1ric.• shedding la"'•ur. in addition lo cntcrpri"'cs slo\\ing: 
;ind in 't•m.: ca'c' stoppin!! prti<lu.:1ion due to -.h.,rla!!.:" of cm:rgy. 'p;in: parts and oth.:r inpul'i. 
anJ 1h.: ,,,l1;1p'.: t•f lradl·. Some propt•rtinn uf worker-. laid off from stair.: .:nll:rpri~-. ha\·.: hc.:n 
;mJ will n•ntinur.: to hc ah..l>rt>1.:d inio th.: pri\all.: '.:ch•r . .:mplo~m.:nt data for which arr.: nnt 
l-urrr.:mly a\·;1ibbk. 

Thr.:rr.: ar.: !!raw ~·nnccrns nn:r thr.: futur.: for man~ li!!hl indu ... tri.:' .. inc.: in l'l'll and 199~ many 
r.:xpoirtin!! .:nt.:rpri-..: ... particularly in l.:\tik\. carp.:h. fo,iJ pniJuct\ anJ dnthing:. wen: continuing: 
Ill pniJuo: !!o"d" hut wa.: un;1Mc 111 ,r.:11 th.:ir pr,iJuction. lknc.: final good'i inwntoric" ar.: 
ri-.in!!. ;mJ unk ... , th.:-..: manufat.1urin!! industri.:s ;ir.: ahl.: to r.:nri..:nt their production tow;1rd'i 
d11mco;tic ;tnd m1.:rnational m;1rk.:h. lhr.:y v.ill hc forc.:d to c.:a-.r.: ••p.:ration\, v.ith con.'iequ.:nl sr.:\t:rt: 
impal·t-. on joh oppor1uni1i.:\. Thr.:rl· io; al-;o conc.:rn •W•:r th.: eff.:ct on 1he joh mark.:t nf 
pri\ati,ali••n and 1h~· streamlining ,,f f,irm.:rly indfici.:nt stall.: cnll:rprises. a .. well as the inahility 
,,f lhr.: cn•nomy to ahs,1rh the natur;1l !!rov.1h in th.: la"'mr supply of a rapidly g:ruv.ing: ~·oung: 
population. Lahour-intcnsivr.: industrir.: .... such as li!!hl indu-.try and th.: r.:tail !".t:Clm. haw hc.:n 
l·nn-.traincd hy th.: form.:r cmphasi ... 11n capital-intcn..,ivc hca\"y indust~·- The !".ocial effects of th.:sc 
tr.:nd" v.ill he scwrc in a .:nuntr~ hroug:ht up on a policy of g:uarant.:.:d empln~m.:nL 

l"n.:mplo~m.:nt. -.landing at SA p.:r l·cnt in 111'11. had risen to approximatdy 12 (l':r cent in 
mid-1 11'12. \\ilh a rale in Cb;mhaal;ar ;approximately douhlc the national figure_ 

E. 1\IPORTS A'D EXPORTS OF '.\1A,l:FAC1TRES 

\1nn!!olia·., foreign !radc !>itualion i ... in a state of tran-.ilion as form1. - CMEA markets and 
-.uppli.:'. formerly the source of •)) p.:r cent nf \fongolia's trade. haw coi!apscd_ The la'k of 
.cr.:ncratin.c new 1radc partner., is h;1mpcred hy a lack of f1m:i.cn exchange and the shortage of 
cxpcrir.:nccd pcr ... onnd. Somc in.:r.:nti\.:s for further trade lhcrsificatinn ha\·e hccn ohtained hy 
\tost Fa\ourcd :"'at ion .. tat us trcatic' h.:ing signed with Japan. L' nitcd States and lhe R.:puhli.: of 
Korc;1 and ;1 coopcr;tli\·e agrel·m.:nt wilh lhc European Cnmmunity_ 

\fonµnlia· ... cxporh arc dnmina1cd hy mineral ;md li\c-.tock r;1w materials with winimal pniccs ... ing. 
Prior to the current economic cri ... is. fuel. mineral' and mclab (mainly copper and fluorite). and 
raw material ... f,,r 1hc food and 111h.:r inJu,tric, (mainly ca,hm.:rc. wool. camd hair and hides. and 
m.:at 1 acwunicd for 71 per ccn1 or l·.11porh in l'lS.'\ (sec T;1hlc llLI I). \1anufacturc<,, which 
;a\cr;11.!cd 25-.\11 p.:r cent or ;ill exports through the l'lXll ... i ... dominated hy textiles and dolhing. 
Thi' branch r.:gi,tn.:d a fall in ii' prnponion of tol;1I m;mufoctured exporb. from X5 per ccnl in 
l1>St1 111 ti2 per .:.:nt in l1l'JO. a' a r.:,ult of economic r.:cc ...... i1•n in ih European m;irkch. mild 
uinkr, ;ind a foll in the int.:rnational price of high·l1u;1lity .c11od' such a-. ca ... hmere. The pni...pcl·ts 
for di\.:r,ifieati.in of 1radition.1I export' ;ire limit.:d in 1hc 'hort lcrm. There i"' a projcclcd 
continu;alion in the exec'' 'upply 11f nipper on lhe \>orld markcl. ;ind in the weak demand for 
""hmer.:. whik :\longnlia·., meal protluch arc of ;a l11w quality. Meanwhile, Mongolia\ serious 
tran,pnrlalion problem, will continue In hinder divcr-.. ification pro,pcch. Capilal good.,, and fuel. 
minl·ral, .and nll'lal ... have long dominakd \f11ngolia\ imporl inv.:ntory. accounting for(..$ per cent 
of a 1111al import hill of TR 7-iti.I millinn in llJx.'\ (.,cc Tahlc 111.12). \lanufacture., made up S2 
pn n:nl of imporl' in 1•1:-<•J and •11 per cent in l'l'lO. :\fanufarlurcd import-; ;ire dominalcd hy 
m<1chincr~ and equipm.:nl. '1Cl:.1un1ing for -~ per ccnl in l'l'lO. and 1cx1ilcs ;md clothing, 27 per 
ccnl in l'l'lll. \f11ngoli<1'• 1. ·;:!r<11i11n \\ilh lhc economy of the former l'.SSR. makin!! ii heavily 
rdiant 11n imp1•rh ,,f fnamn ·"ovi.:t l''lllipmcnt. 'poarc p0trh ;and critical inpuls has produced an 
<1hn11rm0tlly hich import /C il>I' r.1ti11. \\ hich \I nod ;al 52 per cent in l'l;.(.'\/IN. This com pan: ... 
11nfo\1111rahly with imporl/C iDI' r;alio' for broadly ,jmilar market and "Kiali ... 1 economic ... , which 
ave a .sl!c aho111 '" per n:nl for Paragu;ay. P;ipua !':l·w ( iuinc;1, Romania. fhsl~aria and Vietnam. 
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Table 111.11. Composition of exports by end-use, 1980-1990 
(Millions oi transferable roubles) I c.i 

---------- ·----- I ~ 
1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 

g 
~ 

----- ---------- --·- ·- ~ 
Total 269.9 314.0 3}6.4 408.6 453.9 461. 7 479.8 481.0 495.2 483.4 442.7 ~ 

Cl4£A 260.4 303.7 363.6 396. 7 476.6 436.0 4!11. I 451.1 455,8 436.7 402.5 ~ 
Non-CHEA 9.5 10.3 12.8 11.9 2/,3 25.7 28.1 29.9 39.4 46.7 40.2 t Capital goods 0.7 0.7 0.5 0.7 0.7 O, / 0.2 0.1 0.5 0.1 ... 
CHEA 0.7 0.7 0.5 0.7 0. 7 0.7 0.2 0.1 0.5 0.1 ... 

~ Non-CHEA ... ... 
Fuel, minerals and metals 71.3 107.9 147 .0 160.2 187 .4 195.0 192.4 189.3 206.5 206. 7 lt 3.0 ~ 

CHEA 71.1 107.6 146.6 159.5 187.0 194.1 191.3 188.2 205.2 206.7 208.5 ~ 
Non-CHEA 0.2 0.3 0.4 0,7 0.4 0.9 I. I I. I l.3 ... ll.5 s. 

Chemical fertilizers and rubber ... ... ... 0.0 ... 0.1 ... . .. 0.3 . .. 2.fj " 
CHEA ... ... ... o.o ... 0.1 ... ... 0.3 . .. 0.6 ~ 
Non-CHEA ... ... . .. /,0 l t!ui lding materials and elements I. 1 1.6 1.9 3.4 4.6 3.0 19.2 21.9 17.0 19.5 11. l 

CHEA 1.1 1.6 I. 9 3.4 4.6 3.0 17.6 21.9 17.0 19.5 17. I ti' 

Non-CHEA ... . .. . .. ... ... ... 1.6 ... ... . .. . .. -
A1i111als (live) ... ... ... 0,4 ... ... ... ... . .. ... ... ~ 

CHEA ... ... ... 0,4 ... . .. ... ... ... ... . .. ~ 
Non-CHEA ... ... ... ... ... ... 

Raw materials for food industry 36.3 30.0 31. 3 34.8 39.3 28.3 45.1 36. 7 39.9 31.4 73.4 
CHEA 36.3 30.0 31. I 34.6 38.5 ?7. I 44.0 35.2 39.2 30.6 77.9 
Non-CHEA ... ... 0.2 0.2 0.8 0.6 I. I I. 5 0.7 0.8 O.'.i 

Other raw materials 83.4 86.3 91J. / 104.5 107.7 113.5 96.3 106.0 113.0 99.1 68.6 
CHf A 74.6 77 .4 88.2 94.8 82.3 90.9 18.1 84,6 80.3 58.8 48,0 
Non-CHEA 8.8 8,9 11. 5 9.7 24.9 22.6 18.2 ?I. 4 32.7 40.3 20.6 

food 51.4 53.'.i 49.5 49.5 52.1 43.4 52.6 51.0 40.1 42. I 79.7 
CHlA 51.3 53.0 49.3 49.3 52.1 43.2 41. 7 47.4 38.2 40.3 71. 7 
Non-CH£ A 0.1 0.5 0.2 0.2 ... 0.2 4.9 3.6 1.9 J.8 1. 5 

Other cons1.111er goods 25.7 34.0 46.5 55. I 62.6 77. 7 74.0 76.0 77.9 84.5 88.8 
CHEA 25.3 33.4 46.0 54.0 61.4 76.3 72.B 73.7 75.1 80.7 17. I 

Non-CHlA 0.4 0.6 0.5 1.1 1.2 1.4 I. 2 7..3 7.8 3,8 I I. I 

--------------------------------·-. -·-----·--- ---- --- -- ·-----
Sourer: State Slall'llral l lffll'c. 

-- -·-·-· ··------. -· -- .. 



Table Ill.•.?. Composition of imports by end-use, 1980-1990 
(Millions of lransfcrahlc rotilcs) 

-
1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 

Total 361.0 41L5 529.9 621.9 653.4 134.0 763.6 140.1 746.1 645.4 619.0 
CHEA 355.4 459.3 514.4 605.7 636.6 715.4 738.7 707.7 713.7 597 .1 542.6 
Non-CHEA 11.6 12.2 l!i.5 16.2 16.8 18.6 24.9 32.4 32.4 48.3 76.4 

Capital goods 121.4 164.7 187. 7 221.0 223.4 266.1 275. 7 238.6 225.5 191. 3 192.4 
CHEA 117 .9 162.3 184.7 216.7 220.0 261. 7 270.2 232 .1 ?18.4 119.9 172 .2 
Non-CHEA 3.5 2.4 3.0 4.3 3.4 4.4 5.5 6.5 7. I 11.4 20.2 

Fuel, minerals and metals 88.3 115.2 152.2 183.7 195.5 210.5 216.5 227 .8 250.0 176.4 168.2 
CHEA 88.3 115. 2 152.2 183.6 195.5 210.5 216. 5 227 .8 250.0 176.4 168.2 :,,., 
Non-CHEA ... ... 0.1 . .. . .. . .. . .. . .. . .. ~· 

Chemical fertilizers and rubber 23.1 23.7 30.2 28.2 36.7 43.1 41. 5 45.4 41. 7 40.4 32.5 .... 
CHEA 22.3 21.9 28.0 25.7 34.5 41. 3 39.3 '13. 5 39.6 36.0 2!i.O ;:r 

Non-CHEA 0.8 1.8 2.2 2.5 2.2 1.8 2.2 1.9 2 .1 4.4 7.5 ~ 
Building materials and elements 6.8 7.8 7.4 6.9 10.1 10.6 9.7 14.4 10.7 14.8 11.9 § 

CHEA 6.8 7.8 7.4 6.9 9.8 10.5 9.6 13.2 8.8 13.0 7.3 ~ 

Non-CHF~ ... ... . .. . .. 0.3 0.1 0.1 1.2 1.9 1.8 4.6 ::p 
Animals ( l i 11e) ... ... . .. . .. . .. . .. 0.5 0.8 1.4 0.6 0.1 ~ CHEA ... ... . .. . .. . .. . .. 0.5 0.8 I. 4 0.6 0.1 

~ Non-CHEA ... . .. . .. ... . .. ... . .. . .. . .. ... . .. 
Ra" materials for food industry 10.6 23.1 9.6 10.1 7.7 10.5 7.9 9.9 0.7 5.3 1.6 § 

CHEA 10.6 23.1 9.6 10. 1 7.7 10.5 7.9 8.9 0.7 5.3 0.8 .... 
" Non-CHEA ... . .. . .. 1.0 . .. 0.8 ~ Other raw materials 8.8 9.5 10. 7 11.8 15.0 20.7 17.9 18.8 24.8 2!>.9 23.7 

C11t:A 8.7 9.3 10.1 11.6 12.4 17.0 13.5 16.2 19.1 18. 1 16.0 s. 
" Non-CHEA 0.1 0.2 0.6 0.2 2.6 3.7 4.4 2.6 5. 7 7 .8 7.7 :::-

food 31.0 35.8 38. 7 42.5 42.0 46.0 48.3 48.0 53.5 49.4 54.7 ~ CHEA 30.1 35.0 36.8 40.6 39.5 43.7 44.4 43.4 49,6 45.0 47 .o 
Non-CHEA 0.9 0.8 1.9 1.9 2.5 2.3 3.9 4.6 1.9 4.4 7. 7 s 

Other consianer goods 77.0 91. 7 93.4 117.7 123.0 126.5 145.6 136.4 137 .8 141. 3 133.9 ~· -CHEA 70.7 84.7 85.6 110.5 117 .2 120.2 136.8 121.8 126.1 122.8 106.0 ~ 
Non-CHEA 6.3 7.0 7 .8 7.2 5.8 6.3 8.8 14.6 11. 7 18.5 27 .9 

~ 
Souro•s: S1a1c S1a1islil·al Offi,·e and the WorlJ Han~. 

...,, 
-..j 
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The Mongolian cwnomy· ... do ... c dcpcmkncc on that 11f the former l 'SSR ha ... abn rc-..uhcJ in high 
import dcpcmkncy. the per cent r;itiu of import-.. to total Jumc ... tic supply. in certain sector,, -..ul·h 
"" food. Import Jcpcm.knce for milk product... i' 55 pcr crnt. n:gr.:tahk-.. and fruits 75 pcr ci.:nt. 
c~s 50 pcr ccnl. -.ugar 1110 pcr cent anJ \'egclaMc nil 11111 pa rent. A gn:;1tc:r proportion of milk 
products and q~s could he prmidcd Jnmcstically. ;tnd 111 ;1 k~-.cr extent \-egl·tahlcs and fruit. while 
the production of sugar from irrigated heel is acti\'cly l'l\."in!! in\'esligaled. 

F. REGIONAL DISTRIBUTIO~ 

Mongolia is typical of many dc\'i:loping countries in its l·haraclcri ... tic of primacy. in which a hc;1\'y 
concent•ation of popul;1tion. infrastructure. lahour ;tnd marL:t... arc ;111 found in a ... ingk cily. 
lflaanhaalar. situated at the huh of the country's dumc ... tic ;md internalional tran-.porl nctwnrk. 
contains a quarlcr of the rnuntry·s population and nl·arly half of Mongnli;i·., industrial lahour furce. 
When the workers in the cities of Darhan and Erdcnd the two other main cities and indu ... trial 
centres. arc added. the pmportinn of 1he total indu ... trial lahnur forn: in these thn.:c n:ntres 
n:achcs Ci:\ per ccnl (sec Tallie Ill.I~)- Ul;ianhaatar ;ind D;irhan an:nunt for mo ... t of Mongnlia·s 
production of clcclric pnwcr, capital materials such a-; cement. hrick-. and w;ill panel .... and 
consumer goods. including food, drink. leather goods. china. w•ceh. and so;ip. Manufacturing 
industry i ... also hea\'ily concentrated in a small numhi:r of enterprises. most of which arc in the 
three main cities. The textile industry. for example. which account... for lh pcr cent of inJu,trial 
value added. comprises just 15 main enterprises. and the leather. fur anJ shoe indus1ry ( L\ per 
cent of industrial \'alue added) wmprises lti enterprises. 

Such concentration is understandahlc giv1.:n Mongolia's sparse, sc;1llered p11pula1ion and prnhlcms 
of transport, hut for industries processing inpuls which arc '>'idcly a\'ail;ihlc thmughout the country 
and scr\'ing domestic markcls, such as livestock products and construction m;itcrial .... this strul"lurc 
i~ a disadvantage. Small new processing industries in lhc countryside .... i.:r\'ing local and domc-.tic 
markcls would he dc~irahlc and could have a high gro-w1h potcntial and thi.:rcforc allract pri\';1lc 

im·estmcnl. 

Table 111.U. Number of employees engaged in industry hy aimak and city, 1991 

Aillilk 
Arhangay 
Bayan-Olgiy 
Rayanhongor 
Rulgan 
Gobi-A ltay 
Oornod 
Dornogovi 
Oundgovi 
Dzavhan 
Ovorhangay 
()nnogovi 
Sukhb;iatar 
Selenge 
Tov 
IJvs 
flovd 
flovsgol 
Hent iy 

City 
Oarh<1n 
f. rdenet 
1Jlac1nh<1iltilr 

Iota I 

·---------------- -·---~- -·------------- - ---·----

1.4fi3 
2,30'l 
l,38B 
\,lfifi 
1,464 

Rfi4 
],fl7fi 
7,00'1 
3,0/'l 
7. 344 

R'i4 
811'1 

II, 'l'i? 
7. I l'l 
7, 1011 
1,8·18 
(,jQf, 

I,]/'> 

/, !00 
fi,Rll 

ill,/<)/ 

91,191 



Stmctun· u11J Pt•rfom1ance of tlit• bidustrial Sector 39 

---------------- -----------------

t'IG. llL\. GRO\\TH o•· INDUSTRIAL OUTPUT BY PRODUll. 1971-1992 
(Annual average in pcrcenl;ige) 
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Leather products 
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Engloec:rlng and metal working 
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Fig. 111.D. Number of employees by 
industry branch, 1987 and 1991 
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IV. PROBLEMS AND PROSPECTS 
MANUFACTURING SUBSECTORS 

A. FOOD AND BEVERAGES 

OF 

Food and bc\-crages is the leading manufacturing sub-sector. In 1990, it accounted for an 
estimated 25.9 per cent of total manufacturing output. 27.4 per cent of MVA, and 215 per cent 
of manufacturingjohs. It has slrong backward linkages lo the economy and a low level of import 
dependence. Meat is currently the only food export product and is the only one with further 
potential for de\"Clopmenl a.'i an export. All other food products arc limi1ed to supplying the 
domestic market. 

The food industry L'i hampered hy both high year-lo-~-car fluctuation.<; in agricultural output, 
conscquc:il upon Mongolia's erratic precipitation lc\·el<;, and a marked seasonality in supply. Milk 
production is concentrated in the summer, wheal is han-csted in Septembcr/Cktobcr, and most 
livestock is slaughtered in three or four autumn/winter months. Hence, food processing factories 
have a relatively short production season. operating for su~tanlial parts of the year al very low 
outpul, since slorage facilities for mos( products i'i inadequate. Al present this docs nol appear 
to affect levels nf employment. Most prnces.'\ing units operate with outdated equipment, a problem 
which prohahly requires gO\ernment intervention. and pay liulc allcntion to sanitation and hygiene. 

The problems of supply 10 the food industry arc aggravated by the status of the agricultural sector 
which L'\ production ralhcr than market oriented. Allhough agricuhural privati7.<llion is virtually 
complete there is liulc conception of what the n.:w priva1ized agricullural structure should be. For 
example. the slate con1rols up lo 70 per cent of agricultural output through the state order system 
which designates a supply quota to each company, paid for al floor prices. Although it has been 
promised that the state order system will be abolished, it remains yet. Restructuring and 
relaxation of price controls is an cs.-.cntial reform for the succcs.'\ful operation of the food 
proccs.'\ing industry in the new market economy. The prcscnl system means thai there arc no 
incentives for agricultural producers to improve quali1y since produc.ts arc purchased al a standard 
price. The fact that !his price is in many cases significantly lower than 1hc market price has also 
led lo acute shortages. 

The transition to a marker economy in chis sector will he a long and drawn oul process. At 
presenl, food processing factories arc de facto labour managed enterprises, so that they lend to 
avoid making the adjustments necessary lo improve production and efficiency, including lay-offs. 
Factory management also have a lack of knowledge regarding pricing !ilrategics, information 
syo;tems. marketing strategics, ad\·erfro;ing. distrihution, new product development, quality awareness 
and financial control. This area should he a prime larger for technical ali.'iistance. 

Meal production, which is highly seasonal (high in winter, low in summer), remained virtually 
stagnant during the llJ8'1s and stood al ahoul 500,000 tonnes live weight in 1990. About one 
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quarter of thi, offrakc enter' or!!;inl/cd mark1.:ling ch;mnds lo supply the main medl pn1':e-.. .. in!! 
planh while the rcmaindc; j_, accounted for ~· l1ical sbu!!hter hy hcnbmen anJ small-~ale 
hutchef!". Shonages of meal in lhc ciric' haw hccn l·11mmt1nplacc. Thc'C arc a function nf 
inaJt:qUate pril'l."S and a lad. of producer inccnli>c,. and poor di...rrihuli11n. \kal should ne\er fl\: 
in :o.horl supply in a n1un1ry of 2 million people ;ind a n;1lional herd 11f ~h million. 

Produclion in the Stale !\kal Or!!aniration i.' hi!!hly conccnlr;lleJ anJ c11n-.isi... of fi,c akt1h1irs 
(thret: hig and 1wo small) and two meal proccs.,ing fal1orie.... The 11r!!.;mi.ra1ion purcha....i;, li\e 
animal:-. at farm-gale ha.<;ed on li\"l: w-cighl al 1hc lime ,,f ,ale. Tht: thrt:1.: large ahalloirs anJ lht: 
1wo pniccs.,ing fal"tori1.:s arc all localed in the t!m:c main ci1i ... ·:o.. The comhincd :o.lau!!hlcrhou"-· and 
meal ~ro,·c~"ing c11mplcx in l "laanhaalar accounls for ahoul half 1•f all official!~· rewrdcd 
slaughlering.\. proce~'ing one million sheep. ~l.IXIO hl·;llf of canle JnJ 211.111111 pigs annual!~. Thi:-. 
cunccn!ration of prnces.,.ing facili1ics ;_., indfa;enl. since herd:-. h;l\c to he walked long Ji.,1ann::-. 
(21111-1.111111 km) from rural area,. oflen laking many m1•n1h ... The limih:J l·apaci1y ,,j slau~hter 

hou:-.1.:s. and lhe need lo sla~er 1h1.:ir intake. mean:-. animal., fr1•m .;omc rcginn, arri\·c for .. lau!!hlt:r 
al a lime when !heir li,·e wci!!hl has fallen well hclow i" summer ma'\imum. leading lo uulpul 
los.<;(.",_ <:old meal :o.lnrage capacir~· is low al 1'>.51111 lnnnc ... 

Sc,·cral new small slaughlering planb arc dc .. irahk to redul·e dri,·ing di,lann:s nf liw .. hick. a polil~· 
hcing pursued t>y gowrnmcnl. 01her neces.'a~ idorm .. in thi:o. hranch include the impnwcmcnl 
of li\l'Slock grading and the inlrnduction nf pa~mcnl dirferenli;1I, dcpcnding on carca.-.. .. qu:1li1y. 
A re\lrul1Uring of producer prices sh1•ald also exti:nd 1h1.: curri:nrly -..hnrt length nr lhc slaughlering 
sca:o.tm. A sunstanlial improwmenl of hygicni: slandard-. and in qu;1lity control i-. al'o cs .. cntial 
if Mongoli;m meat product-. arc succes..,full~ h• find new export markch. 

M"ngolia ha:-. or.c milk processing facto~". in t:la;ir.h;1atar. which produces pasleuri.rcd milk. 
yogurl. huller. ice cream. curd.'>. sour cream. dried curd.o; and milk powder for the domestic m;1rke1. 
Mo<.I aimaks al'o ha,-e a dairy unil. parl of the multi-prn<luct food prnccs.'\ing complex. ·vi1h 
limited pasteuri.ration capacity, calering 10 local markch. ~1ilk .. uppl~· is ample during 1hc sur: "llcr 
mnnlhs. hut wry low during "'inter. Only 1he Uaanha:11ar pniccssing factory i:o. supplil·d with a 
.. ignilicanl amounl of "'inter milk. from spcciali.rcd dairy farm' where production per cow;, low 
(ahoul ~.WO lilres a year). milk quality is low. fodder C<1'h high :md pro<lucli\ity of lahour i .. low 
lh-S cows per worker). 

Th1.: l 'laanhaalar factory 1urncd in an opcratin!! prolil of Tugrik Iii million in l')'JI) and Tugrik l.\.h 
million in l'NI. despite only \\Oorking al 5-J per ccn: cap;ici1y in l')'IJ. Ahn loix. .. ocial in,uroinci: 
;,-.J .. mall inlcrc~I repayments, the faclory gcncraled a ncl prnlil ofTu!!rik :! . .J million in t•)'J!J and 
Tugrik .J.h million in 1')'11. Since only 1 per cent of raw malerial co.,h arc for imf"1rted inpur.... 
and 1hc factory operate<. 1.1.i1hou1 any compcri1ion. a <,ilua1i1m 1.1.hich is unlikely lo chan!!c in rhc 
nc;ar fo1urc. the fo1urc loob !!ooJ. In the: lon!!cr term. new pnKc .. sinr. c;ipacity i .. nc:nkd lo 
reduce Mon!!olia\ import dependence for milk prnducl.' of 55 per ci:nl. 

The prnhlcm<. of poor !'.anitation and h~~icne plu., the l "l;i;mfla;ilar fac111ry"<, ou1da1ed equipmcnt 
may require !!'wernmcnt intervention. hul privali.ralion ;mJ lk-rcgulati11n. in wmhm.11ion "irh 
apprnpriare policy iniliali\·c<.. should <.oh·c .. ome of 1he othi:r problem .. inhcrcnl in thi' hranch. r\ 
markel-<,el winier /<,ummcr price differential. a<, opptl\cd lo lhc form•:r ... 1.mdard <,(;sic price. 'h11uld 
provide: incentive<; for 'peciali.red dairy farm-; lo mainl;iin winter 'upplic,, incrca'e qu;ility ;ind 
improve 'upplie.., .wer ;1 lon!!er rime period. C'ompelition ,hould ;ii"' imprmc prnduclion and 
qualir~. cncour;1gin!! heller fodder rnn,en·;i1ion practice ... ;ind impnwcd liH:,tock m;ma!!emcnt wi1h 
a 'peci;1I cmphao;i, on di,ea .. e con1rol. 

The prndurlion of flour ;snd feed for the domc,tic market t;skc' plotn· in Ill mill., di,lrihutnl 
1hrou!!.h11u1 the !!.rain irrowin!!. arc.1,, in lhc central and norlhcrn p;1rh pf the counlr). The 
monopoly on producrion held hv lhl· C'orporati11n of H11ur ;md Fcl'll \1illin!! ;, unlil.cly 111 
conlinnl·. with it, mill, hcinir hrokcn up into Ill 'qMralc ,·nmp;mic, t11 incrca'c marl.c:r 
wmpct1t1nn /\dtli1ional millin!! cosp;1city j, rct1uirc<l f1~r the future dc\d11pmcnt of the indu~try 
whi,·h will al'o depend upon new prmlurl devcl11pment and impro\·ed fcnl 11,n<1y. ( ·urrrntl~ kl·d 
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qualir~· is low due lo lhc lack of ingredienls 1ha1 must bc imported. such as oil seed cV.es and 
premixes_ 

The production of hcwragcs i_.,_ cnlin:ly for rhc dnmcstic marker in lhe ca.~ of hccr and sofr 
drink...._ and \·cry large!~· so in lhc ca."I: of \·odka_ Production is cnnccn1ra1cd in large enlcrpri..cs_ 
The counrry·s main factor)". in l'laanbaalar. produced b5 per crnl of Mongolia"s sofl drink ou1pu1 
in 1'190 and ..i5 per ccnl of nxlka outpul. Factory cquipmcnl is ou1da1ed and inefticicnl (energy 
aernuntcd for a high ~"\ per ccnl of 101.11 operaling costs al 1he Ulaanbaalar factory in 1991 ). and 
pnxluction is frcquenrly inlerruptcd hy breakdown..<; and work stoppages_ v,xlka oulpul rose from 
.J_9 million litres in l'»N lo 6.9 million litres in IQIJO. but exports remained al just 3 per cent of 
production. not through lack of demand but due lo the low qualiry of bonlc..-s. 

Dc,-clopmcnl of sl•mc new food indu..-;trics arc under considcralion by gtwcmmenl. These include 
a sugar industry ha."l:d on irrigated sugar heel and an oil seed proccs.-;ing indu..\lry based on rainfcd 
or irrigated rapeseed. Most cooking oil and all sugar i_c; currcntl~- imported_ 

B. LEATHER PROCESSING AND PRODUCTS 

Output from Mongolia"s slaughter hou..'iCs destined for the leather indu..\lry is all channelled 
through a single prc-lrcalmcnl plant. There arc three lanncrie~ Number One for sheep skin..., 
Numhcr Two for goal skin.-; and Number Three specializing in cowhide and horse skins. Some 
of their output is exported to former CMEA countries and the People's Republic of China. but 
most supplies domc.,tic garment and shoe factories_ Sheep skin coals and jackets arc 
manufactured in two main factories and ha\·c a relati\dy high export polential, although 
production is currently hampered hy shortages of imported inputs such as ;rjps and bunon..c;_ 
Poland and Slm-ak Repulilics remain important markets from the traditional CMEA cu..c;tomcrs_ 

Tab~ IV.I. Production, import costli of raw materials and forrign ncba• earnings in 
~at~r proassing and produds, 1991 

Enterprise Value of l111POrt costs Value of exported Nt-t foreign 
pr-oduct ion of raw materials production exchange 

(Hi 11 ion and parts (Thousa1111 income 
tugrik) (Thousand dollars) dollars) (Thousand 

dollars) 

Leather pre-treatment 346 91 459 368 
Tannery NIJllber 1 160 5,013 0 -5,013 
Tannery Nl.lllber 2 37 2,100 308 -1.792 
Tannery Number 3 123 3,365 0 -3,365 
Leather garments 873 9,800 16,500 6,700 
Leather garment 

accessories 68 766 631 -135 
rur produr:ts ?84 1,800 2. 700 900 
Fur products 

(Oarhan) 300 2 ,411 7,000 4,589 
Shoe soles 108 1,500 0 -1. 500 
Shoes (Ulaanbaatar) 158 7,962 0 -7. 962 
l.eather factory 

repcsir shop 1,324 0 -1,3{4 
------ -------------------

So11ra· "''""''l nr Trade and lndu•ll"}'. cnn•ullarion ,.,,h llo•ron C"on•ul11ng Ciroup. 

----------------------

In the mid- llJXO!\ leather export., collapsed, falling ~y a factor of ten in term!\ of revenue earned 
and share nf total manufacturing export!\, which !\lood al :W.1 per cent in 1984 and 4.0 per cent 
three years later. Bui !\ome parts of the leather prnce!\!'ling and product!\ value-added chain 
continue lo have good export potential. Analy!iir> of the hard currency cor.tr. of imported raw 
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materials and spare parts. compared to export values of olltput in the leather SCt..1or indicates rhat 
the tan11ing link in the ,-,.Jue-added chain is rhe b~est drain on foreign l."tlrrency rescm:s (T ilhlc 
IV.I). Export of pre-treated hides pnl\iJes a net gain of foreign currenl.-y. as dl.>cs export nr 
leather garments and fur products. The shoe manufacturing industry. which produces onl~· for the 
domestic market. rcprc~nts a net drain of $'>.5 million a ~-car. hut cxporrs will continue to ha\C 
limited potential until quality is improved. Mongolia·s main shoe factory, which emplo~-s ~.750 
employees. is large by any standards. and has an annual capacity or 3 to 4 million pairs a year. 

C. TEXTILES AND GARMENTS 

Textiles i.o; a rapidly growing manufacturing hranch. Bct\llt-ccn 1980 and 1990, the number or 
enterpri.o;cs grew from 9 to 15, more than doubling :he total work.force and gross output, while 
M\' A grew hy about 400 per cent. Thi.-; growth has meant its contrihution to total MV A has 
grov.11 from 6.6 per cent to 16.4 per cent O\-Cr the period. and its contribution to rotal 
manufacturing output from 10.5 per cent to 16.l per ccnl. Much of rhis gro\\th has been 
export-led. and textiles" share (dominated by cashmere) of total manufactured exports grew rapidly 
from 6.1 per cent in NHO to peak at 57.6 per cent in 1')87. In 11JtJO. it stood at :W.Q per cent. 

Most wool i.'i collected by hand and 15 per cent of .:olh:cted wool is e~ported in greasy form lo 
Europe. The remainder i.'i wa'ihed in three WlXll washing factories, with a wastage rate or 50 per 
cent due 10 impurilies. The wool washing factories use ouldaled equipment and suffer from 
shortages of spare parts and soap. Approximately 30 per cent of lhc washed WlX>I goes for cxporl. 
with a small proportion of 1he remaining 70 per cenl U..'>ed in fell production. Most or the washed 
wool which slays in the domestic economy feeds one spinning factory which supplies three carpet 
factories, two kniuing factories and a textile factory. Labour producti\ity at the spinning factory 
i.'i low by world standard.'i, lcs.'> than 2 tonnes per worker per year, which compares unfamurahly 
with Poland (3 lonnes per worker per year), lhe Republic of Korea (7), Italy (8) and Japan ( 17). 

The !,!armcnts industry. by conlra'il, i.s \\ith the exception of ca!'.hmcrc. largely geared to thc 
domeslic market .Some e)!;port of woollen garments was made prc\iously lo the former USSR, 
bui this lradc ha.'i declined recenlly. Garment production L'> dominated by a few large cnterpri.-.c;;. 
with low producti\ity. Some smaller privale factories arc developing. hul their ou1put to date is 
minor, and olhcr as.scmbly cntc.:rprises arc being cstahlishcd by Asian enlrcprencurs using no 
domcsric inputs. The mdu..'>lry is hampered by shorragcs or key inpuls such as needles, thread and 
iahric, and management has li1tlc idea of markeling slratcgies. 

Some succes.'i has been achieved in finding new cuslomers for exported cashmcre go.rmcnls 
however. Exporls of cashmere knitwear st1xld at about 270.000 unils in 1'>89 and l'.190, although 
the declining price of cashmere meant the value of these exporls fell from $17.0 million in llJX'> 
10 SB.7 million in 1990. In the first 1hrec quarters of fl)l)2, exporls were significanlly down, al 
~>.OOI> units, worlh S2.3 million, hut 95 per cent of the!'.c exports were to EC counlries, which 
represented a completely new export market. This is well below 1he planned exporls for 11)'J2, 

which aimed for an ambitious S24.1 million (Tahlc IV.2). 

Most of the value-added polential in lhe Mongolian wool and \\"ool processing sub-sector is al the 
finished g•xxis level. In facl. when lhc cosl 1lf imported raw material inputs and .spare parts is 
compared to lhe final foreign exchange \·alue of production for export. it is clear thal the export 
of raw and partially processed goods from the early !'ltagcs of the value chain represent a nel loss 
or forei~ exchange (Tahle IV.:\). Hence, it is clear that policies should encourage value added 
produc1ion to the finished goods slage. While the drain of raw and .~cmi-proce~scd goods could 
fie !'.lcmmcd hy the simple measure o( hanning exporl!>, the prderahle, hut more time·con!'.uming 
and co:r.lly, approach mu<,l he lo facilitate the capability for processing. In the medium and long 
term this is the .inly viable approach While Mongolian iahour co!ih arc low hy world standards, 
m;mufactured exports in this sub-sector, as in mo,-.t otha manufacturing hranchc~. ;ire constraim:d 
by outdated tcchnolo~. poor design. low productivity, the lack of marketing '>kills ;ind p11or 
inlcrnatinnal communication and tran~p11rt capacily. 
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Table l\"..2. PlannN output fn,m the 'Gobi· cashme~ and camel wool rnterpri~. 1992 

Produ::t 

Combed casl'lllere 
Castner~ tops 
Casl'lllere head hair 
Casl'lllere garments 

Camel wool garments 

Camel wool blankets 

Al I above (1992) 
All above (1993) 

Unit 

Tonnes 
Tonnes 
Tonnes 
Thousand 
pieces 
Thousand 
pieces 
Thousand 
pieces 

.fo11rn·: \l1msll! of TraJe anJ lndu'll!. 

Quantity 

100 
33 
80 

234 

25 

45 

Value of Proportion Value of 
production for export eKported 
(Hi 11 ion (Percentage) (Thousand 
tugrik) doi Jars) 

100 
100 
100 

79 

64 

71 

1,145 24.054 
1.150 24,500 

Table l\'3. Production, impor. costs or raw materials and fonign exchange earnings in 
wool and wool processing for export, 1991 

Stage Value of production Import costs of Value of Net foreign 
(Hill ion tugrik) materials and parts production exchange income 

(Thousand (Thousand (Thousand 
dollars) dol lilrs) dollars) 

------

Washing 72 415 400 -15 
Spinning 300 4,500 560 -3,940 
Weaving 380 2. 163 1, 760 -403 
Knitting 240 1,960 800 -1, 160 
Carpet 

manufacture 1.369 12,797 17,572 4,776 
-------------------· 

D. WOOD PROCESSING AND PRODUCTS 

Wood pmn:ssing and products ha ... heen declining in importance through the last decade. Its share 
or 101al manufacturing oulpul fdl from 1."\.IJ per cent in l'J80 to 8.:'i per cenl in 1990; and its 
con1rihu1ion 111 MVA declined from IO.IJ per cent in 19811 to 7.IJ per cent ten years later, as gross 
oulpul from the branch in constant 1'1811 tugriks was slighlly lower in l'JIJO than in l'J80. The 
declirn.: in wood prcice•"ing and products is a reneclion or the decline in production of sawn wood 
(including hoxhoards) which represcnls the largc"I por1i11n or the indus1ry\ output. Output fell 
\leadily through lhe laller hair or the l1J80,, from h8<1.llOO cu m in 11J85 lo 501J,fl1Kl cu m in l'l'Xl, 
and plummeted lo 2711.!KIO cum in l'NI. In the liN hair of l1N:!, output was hair that or the lir~I 
hair or 111111. Employmen1 in thi_, hranch ha.~ not folkn ;1ccordingly, however. The number or 
employee' peaked al 11,100 in l'>H7. hul had only fallen lo IJ,O~i.' hy 111111. The planned volume 
or sawn timhn produclion for 1'1'12 and l'l'H w;1s :!<15.41Kl cum, wilh 11 per cent of this produrlion 
for export (Table IV.4). The projecled forei~n currency income from the~c exports wa~ expcl·lcd 
lo ex;1c1ly covcr lhe need .. or imported spare part~. 
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Lumhcr i.-; i;iitially processed in nine enlerpri'>es. which produce the sawn timhcr. Sawn timOc.:r 
for in the domestic cconom~· is further proce~'ed hy C enti:rpri.,es. into ha.o;ic wooden furniture 
and con.-;truction materials and also feed a furniture fa<.·tory. a maich factory and a can.ll't1~inl 
factory. While procuction in the first half of 1992 was more or less stable al t•l'll lewis in the 
ca.x· of furniture. match production. like sawn timt>cr. was amund 50 pt:r n:-nl down (Tahlc 1\.5). 

Table IV.4. Plano~ output of sawn tim~r. 1992-1993 

Year Vol1111e of production 
(Thousand cubic 

metres) 

Value of production 
(Ki II ion tugri k) 

VollJlle of production Value of exported 
for export production 

(Thousand cubic metres} (Thousand dollars) 

1992 
1993 

265.4 
265.4 

Snura· '.\tmistr} of Trade and lnduslrJ. 

71.7 
71.7 

30.0 
30.0 

Table IV.S. Production or wood and wood products industry, 1989-1992 

Product Unit 1989 1990 1991 

Sawn timber Thousand cubic metres 553 509 270 
Furniture Thousand tugrik 38,058 31,231 34,554 
Matches :-ti Ilion boxes 33 26 29 

S1111rn-: '.\tm1~llJ •>f Trade ;sr.u lndu.\ll'J. S1a1c: S1a1is11c;,I <>Hice:. 

a/ h~I half 

3,900 
3,900 

l99i1
/ 

19 
17 ,978 

8 



v. RESOURCES 
DEVELOPMENT 

A. HUMAN RESOURCES 

Labour force 

FOR INDUSTRIAL 

Mongolia's populalion in 1991, eslimaled from 1989 census data, was 2.1 million, growing at a rate 
of 2.5 per cent per year. Approximately 1.1 million ( 49 per cenl of lhc populalion) were of 
working age in 1991, of which 688,100 were employed. gi\ing a ;>articipalion rate of 65 per cent 
for the population as a whole. This nigh participation rate is a reflection of the government's 
former commitment to pm~idc johs for all, the high level of education, and the high level of 
women's in\'olvement in employment. 

The rate of growth of the lahour force is \'Cry high due to Mongolia's young population (more than 
40 per cent of the population arc children aged 15 years or younger). A toti'I of 304,300 people 
were aged to to 15 years in 1989, indicating that the lahour force will he augmented by 30 per cent 
in the five years to 1994. The economy's capacity to ahsorh this growth in lahour supply is limited 
hy its current structure, reflecting past dc'liclopment emphases which have constrained 
lahour-intcnsive acti\itics such as light industry and the retail sector. The leading sectors - mining, 
mincral-hascd industries, and li'licstock - arc all capital- and land-intcnsi\'e activities. 

The economic slowdown of 1989, followed by serious declines in production in 1990 and 1991, have 
had an ad\'cr.-.e effect on employment while new entrants to the lahour force have hccn faced with 
an unknown situation: no guaranteed johs. At the same time, privatization and streamlining of 
former state enterprises have meant some redundancies, a situation which will continue. 
Unemployment is a new phenomenon in Mongolia. It stood officially al 8.4 per cent of the lahour 
force in 1'191, and the rate in Ulaanhaatar is l''\timatcd to he douhlc the national average. The 
situation has hccn offset, to s1lme extent, hy the growth of private enterprises which employed 
5<i,!Xl0, or 8.<i per cent of total employment in mid-1 1Jlil. 

Training 

Education's high priority in former government programmes has resulted in a very high overall 
literacy rate of 1n per cent. Education h. ~condary level (ten years of schooling in total) is 
compulsory and free, and enrolment rates in tne!-.c schools arc high (Tahlc V.1 ). Post-secondary 
education consists of voc;1tional schools, technical schools, colleges and universities. Training for 
a tr;1de in vor.ational schools taker. two years, consisiing of 40 per cent cla!>~room time and 60 per 
cent or the joh instruction. There arc 44 vocational schools, with ahout N,000 !\ludcnts in l'Jl)(J, 
and 2t1 rncational secondary schools. with 21,!XKI students. 

Education for the 18,IKKl students in the ~I technical schools is theoretical. Although practical and 
proL:ssional trainin~ is not offered, it can he gained thrnugh work experience. Industrial !iUhsccton; 



52 Resources for Industrial Dt•wlopmmt 

requiring skills in craftsman~hip. such as metal-working. suffer according!~· from ill-prepared 
workers. Mongolia's five uni,·ersitics arc all in Uaanhaatar: the Mongoli;m State Llni\"crsity: the 
Pedagogical University: the \kdical University: the Agricultural liniwrsity. and the Technical 
University. In 1990 the universities tx·gan a drin: llt impm\"c standards hy limiting enrolment and 
establishing higher entrance standards. induding entrance exams. The top .\II pt.•r cent of stud.:ni .... 
now receive a state grant. whik thc remainder arc self-supporting. At th.: end ,if l'l~IJ. I.3M 
students graduated Y.ith a c;mdidale of science degree and Ill,'{ students graduated with doctnratcs. 

Table \'.I. School gross enrolment r.tles. 1990 

Kindergarten 
Grades 1 - 3 
Grades 4 - 8 
Grades 9 - 10 

Snura: \1mi~t I') or Fdu•·a11nn. 

Age group 

3-6 
7-9 

10-14 
15-16 

Gross enrolment rate 
(Percen,age) 

28.5 
100.2 
94.2 
45.7 

The narrow focus of rncational and tertiar)· education curricula will ha\·c to he widened and 
restructured in line with the needs of the market economy. togcther with an upgrading of te;icher 
training and educational materials. An important aspect of this latter point stems frnm the 
government's re-introduction of the tradition;1l Mongolian script. to fully replace the Cyrillic hy 
199~. This will require the re-printing of all text hooh and re-training of teachers. 

l'laanhaatar also houses the Academy of Sciences. which encompasses h5 research institutes with 
a wor!; force of 5.000 research scientists and 2.000 support staff. Ail the researchers have slmfo:d 
ahroad. most in easlcrn Eurnpe or the former USSR. and a large percentage have doctorates. 
Their research is largely aimed at relevant Mongolian topics. and this applied aspect will need to 
he developed as government funding is cut. nccessilating the marketing of rcle\ant research results 
lo rhird panics. 

B. AGRICULTl'RAL RESOVRCES 

Agriculture pbys an important role in the Mongolian ernn11my. generating :!O per cent of CiDP 
and employing nearly 40 per cent of the 101;11 lahour force. Agricultural products provide 
imporr;mt inputs to many sectors of Mongolia\ manufacluring irulustry and account for +i per 
cent of total exports. mosl of these hcing from the livestock seclor. 

An estimat1·d land arc.i of l:!ti million hect.src'\ is used for agriculture. most of which is narural 
pasture for cxll.:nsivc livcstllck prnJuction. Ar;1hlc land tot;1ls ;1hout I . .t million hectares. of which 
ju"t over half is nopped annually. Thc liw.,tock 'eelnr rnnlrihute-. 711 per cent of agricultural 
production valm:. and crop cult1va1ion _,O per cenl. 

Mongolia\ severely rnnrim.:nral climate is thc mo-.1 imporrant factor inlluencing agriculture. Thc 
rnuntry experiences very low wintcr tempcratures. a short growing sea ..... on. and rainfall which is 
erraric and low ( HKt to .tlKI mm a year). The1,e rnmlitinns limit the numher of acliviries which ran 
he 'urn·.,sfully practised and aff1.:ct productivit~· in tho'e that arc practised. Severe winters affect 
livcstock survival rates and lhe short growing season means that bnd is typic11ly cuhivated in thc 
ye;ir preceding the spring in which it is lo he sown. ("Jimatic conditions arc an irnporlant farlor 
inlluencing lhe significant ycar·on·year variations in agriculrural produrti1m. Ourput declined in 
horh the livestock and cultivated sertors in the latter half of the 1'>711s. wh<.:rea.., thc l'>Xl-1'>85 
period saw an impressive annual a\erage grow1h rate of 7.1 per (ent for gross output. with a very 
high ;1verage annual rate of 20.h pcr cent recorded in cn-p prmlurtion (Tahlc V.:.!). The grow1h 



Rt·.wmn:s for lllJustriu/ Dn·dopmt•11c 53 

rah: "''"k Ill 11.7 per cc:nt in l<ISti-l'l'lO ;mJ the: Jc:dinc: in llUtput cllntinuc:d in !•I'll. as the: econllmic 
cri-.i-. hit harJ thrnugh the shortage: of imptirtcJ inputs and a slump in demand. 

l'ntil rco:ntly ;1!!riculturc: wa-. n:ntrally pbnnl·d with the state fully rc: .. pon-.ihlc for productilln. 
inpul supply. di-.1ribu1ion. -.aks and marketing. All land and mo.,t of the livc:stnck was mrncd hy 
the -.tah.: and arat>lc: farmin!! wa-. run by 711 stale farms and ~:'ih colkcli\c:s. A pri\ati1<1tion 
programme for lhc sector wa-. hq!un in l'JS5. and mnre than hll per cent of li,·estock is n,iw in 
private ownership. while state farms have hecn .. plit inhi 280 oimpanics and Slild off. Privati1;1tion 
of rh,.: n:maining cnllcclivc., is cxpcclcd to he complctc by the end of 199_,_ The rising proportion 
llf agricultural output produn:d hy the pri\atc: sc:ctm is indicatcd in Tahlc V.3. A price 
lihcrali1ation pro~r;1mmc has alsll hc:c:n initiated. to impnwc producer incenti,·cs. and an 
A!!ricultural Exchange: and an Agricultural l\:ntral Bank ha,·c bi:i:n cstahlishc:d. However. thc:rc 
is litrk conception in glwc:rnmi:nt llf what the newly pri\ati1cd agricultural structure should he and 
policy on mc:thodolo~·y and organi1;11ional slructurt: is conspicuous hy its ahscncc. 

Table \".2. 

Gross output 

Livestock 
Crops 

Uwstock 

Annual an-ragr gro~1h of gross agricultur.11 output, 1976-1990 
(Percentage) 

l97f.-l980 

-2.7 

-1.5 
-1.0 

!98!-1985 

7. ! 

2.9 
20.6 

1986-1990 

0.7 

2.4 
-3.0 

Animal hc:rding ha-; long been \1llngolia's traditional agricultural activity and still employs a brg.e 
majority of the rural working pnpulation. Li\cstllck pro\idcs the source of food. clothing and 
tran'>port for many pastoralists who live a morc-nr-lcss s• ... nsisti:ncc existcncc:. Production in the 
cxtcn-.ivc li\C:'\111(.:k sector. whid1 relics alml•SI complc1cly on natural grassland. is relatively cflicicnl 
and ml·at. li\cstock. Wllol. cashmere. skins and hides ;ire all important export comml1dities. 

lmprm·c:mcnh in 1r.1di1ional melhod., arc: largdy limiled lo 1hc provision of winter shelter and 
w;1lcr supplic-. in ari:as without adc:quatc ri\t:r. lakc or .. pring water. Animal numhers arc still very 
d1·pi:ndc:nt up11n dimatic condition., and h1"e' arc ofti:n as high as I million ncwhorn slock and 
alm11st as many adult sl11ck after sc\cre winter\. althou!!h 'Ur\i\al rate~ for ncwhorn stock have 
hl·l·n gcni:rally hiµhl·r in rcrcnt ycMs than in prl·vi1ius dee.Ille., (fahlc VA). Noncthclcs.,, the .,i1c 
of lhc: national herd of camel ... hlir.,cs. callk. shi:cp and goats 'hows considcrahk P•iati11ns. 
dc:pc:ndcnt largcl\ 11n climate. In 111•10. thc-.l· livi:stod; totalled ~5.1 1 million animab (Tahk \"5). 
!\.fongPlio1·., 11thcr doml",licatcd li\ntock indudi: yaks. found in the highland ri:gion and numhc:ring 
ah1nll 500.IMHI in l'IX-t. and small numhc:r., of poultr~ and pig .. ('cc hclow). 

Thcrc ha-. hl·c:n '>nmc dforl to cont ml endemic and para~itic di,casc ... hul general veterinary care 
i., inadcquatl". Thc rnrrcni c:conomic crisi., ha'> affected thi., area of animal care. 'ince mosl 
nwdicincs arc impllrti:d and Mon!!olia\ only wtcrinary medicine f;Ktory all hut dosed down in 
1'1'11 due to a lark 1•f .,pare parts. Onl" l"-.limatc puts the numhcr of death-. due to the \hortagc 
11f mcdirincs in 1'>'11 at llKl.OIML Winter livcstm·k 'urvival rates have al,o lwcn advcrsclv afkctcd 
hy a lark 11f fodder. lnadccp1ale dome,tir produrtion ha' kd 10 a heavy dependence 11n.imported 
f11ddcr, and to r11n.,cq11cnt '>h11rtagc'> cluring the: early !«l'IOs period of cconomir hard,hip. Fodckr 
i' rnrrc:n1ly produrcd 11n f11ddi:r form., and tran'>portc:d 11vcr long di,lanc:e.,. In the futurl" the 
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Table V.3. Net product of agriculture, 1980-1991 

I 
'C' .., 

(Million tugriks) ~ 
So 
s. 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 I ~· I -t::i 
~ 

CURRENT PRICES "' S" 
Total 838.2 1.007.7 1,219.5 1,3?0.2 1,250.2 1,237 .6 1,520. 7 1,405.5 1,510.0 1,722.9 1,686.9 3,452.7 l 

State Farms (j!i.8) 20.9 84.5 223.5 138. 7 165.8 221. g 148.6 203.3 231. 7 241.3 559.6 ~ 
Cooperatives 532.9 622.9 739.9 664.4 651.2 563.6 729.3 670.2 664.6 605.8 757.7 1,327.6 
Personal plots 

and private farms 341.l 363.9 395.l 432.3 460.3 508.4 569.5 586.7 642. I 685.4 687 .9 I, 565.5 

CONSTANT PRICES 1986 

Total 1,004.9 l, 181.9 1,348.9 1,347.7 1,232.4 1,348.l 1,426.6 l,33!i.7 1, 367 .1 1,556.3 1,525.6 1,696.8 
State Farms ( 44. 7) 15.8 89.8 270,4 150.9 227.2 195.0 182 .1 173.5 196.3 189.5 272 .5 
Cooperat i veo. 661.3 749.6 806.5 623.9 605.5 640.2 681.9 637 .5 622.2 755.3 710.8 625.0 
Persona 1 i:-' ot s and 

private ~ ac;ns 388.3 •116.5 452.6 453.4 476.0 480.7 549.7 516. J 571.4 604. 7 625.3 799.3 

s,·~4rt"t': State S1a11~t1•·al OffKc. 
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organi:ration of winter fodder -;upply should aim to produce a-; much as pm.sihlc from within local 
s1,um districts. with a concomitant effort at imprming d~ing facilities. which arc inadcquati: or 
non-existent at present. and introducing storage facilities. Hay stored in the open. as it is at 
present. is prey to the vagaries of the weather. llnseasonahlc rains were responsihlc for the lo-;s 
of a large part of the crop in )91)()_ 

Table V . .t. Sun-ival rates for younglings in the national herd. 1970-1992. selected years 
(Percentage) 

1970 1980 1965 

Al I animalsa/ 90.5 84.9 92 .5 

Soun·,·: State StatistJCal Offa·e. 

~I Young camels. foals. calves. lamhs and kids. 

Table V.5. Number of linstock. 1975-1990. selected years 
(Thousand head) 

Animal 1975 19P,'.J 

Camel 617.1 591.5 
Horse 2,254.6 1, 985.4 
Catt 1 e 2,427.0 2,397.1 
Sheep 14,458.1 14,230.7 
Goat 4,594.7 4,566.7 
Total 24,351.5 23,771.4 

Soura: State Statistical Office. 

1986-1990 
average 

94.9 

1985 

559.0 
1,971.0 
2 ,408.1 

13,248.8 
4,298.6 

22,485.5 

1991 

95.3 

1992 

94.9 

1990 

537.5 
2,262.0 
2 ,848. 7 

15,083.0 
5,125.7 

25,856.9 

Several other livestock issues arc currently on the government's agenda for the newly privati1ed 
herds. Legal reforms and the estahlishmcnt of new mcthodologics will have to he introduced in 
areas such as land tenure, lo ensure the proper management of leasing arrangements and 
communal gra:ring land, taxation, and rule.~ on livestock mo\' 

A few speciali1ed dairy farms exist to supply the Ulaw · ,..t · ;r~t~ ·rocessing factory with winter 
milk, the only milk produced durir.c t!; ... winter rr. .- ; f. '· -; ' ..; fums arc charactcri1ed hy 
outdated equipment, high fodder (impnr1,·dl wsts, Im .. - .! · .. of hygiene, low milk quality and 
poor lahour productivity and hence h,1\1 uch scope fo .... ,1rovcmcnt. 

Poullry, numhcring 126,200 in l'J<Xl, and pigs, 114,700 in 19'Xl, represent two other small suhscctors 
of livestock production. Both animals arc traditionally only reared hy Buryat Mongolians, who arc 
concentrated in the northern parts of the country. But the numhcr~ and distrihution of poultry 
and pig..-. were increased signilicantly from the early 11J80s when factory and oflice workers were 
encouraged to cstahlish small farms for these animals. Pork contrihutc!> only a very minor portion 
of the Mongolian diet, and as fcl'd costs arc high, !'lince most needs to he imported, this suhscctor 
i~ unlikely to he expanded in the near future. Further production of eggs, however, and to some 
extent hroilcrs, may he encouraged, especially around urhan areas. Output can he improved with 
imported feedstuffs such a~ rnrn, oilseed, and cake. 
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1-'ood crops 

Significant large-scalc a~ricuhure dates fr11m tht: 1.:arly l%1h Y.h::n lar!!t: tracts of 'vir~in· 

skppdand were ploughcd up m;iinly li.ir cereal cultiv;t1inn. Althnugh thi' e;1rly pnlicy met \\ i1h 
wi1kspread prnhkms of soil cmsion hy Y.ind, the sown an:;1 incn:;i.,cd fn1m 2h:'i.5llO hcctart:" ir. 
!'Hill to 7~d1MI hcctares in l'NO. and planting is now carried out in strip-.. \\ilh intcnening -..trip' 
of grassland providing prott:ction from the winJ during thc dry spring plnughinl! seasnn. Cnt:;1b. 
arc gwwn on ~n per cent of the snwn area. with fodder crop" acwunting h1r ;1 further 1.'i per cent 
(Tahh: V.t1). Some vcgetahlcs. mostly tnmatocs and cucumbers. art: grown 11n irrigatcd land whirh 
totals ahout :n.ooo hectares. Production nf all food crop.., ha ... grown ... 1t:adily 1wcr thc last 211 yc;irs 
(Tahlc V.7). Whcat is the main cereal crop and production re;icht:d a peak nf t.XX.500 tonncs in 
1985. three times the llJ80 production. Most of this impnwement came through intcnsiftcatinn. 
\ltith ~idds for cereals as a whole hcing dou:,lcd m-cr the period, although in ahsolutL' terms yidds 
arc still low. approximately 1 tonne/hcctare for cereals. Pmdudion of potatoes also incrcascd by 
300 per cent from 1980 to 19S:'i, also largdy through ;1 douhling in yields. lo ahoul 11 

tonnes/hectare. In normal years Mongolia is sclf-suflicient in wheal and pntaloes. hut produces 
only ahout one-third of it'> vcgetahk and fodder requirements and virtually no fruit. 

Table V.6. So"n area of major agricultur.sl crops, 1980-1992, selected year.. 
(Thousand hectares) 

---------· -

Crop 1980 198'i 1990 1991 1992 

----------- ·---------~-----~----·---

Cereals 'i57 .5 636.2 654.1 61').2 594.3 

Potatoes 7.4 10.3 I 1.3 9.8 8.5 

Vegetables 2.4 3.3 3.1 ? .'i I. <J 

Fodder crops 136.7 139.8 111.8 l'i. 7 •18. j 

Sourc1·: 'irarc Sra11s!1C<1I Offirc. 

The short growing '>casnn has mean! 1hat high levels of technological inputs have hi.:en made in 
crop cultivation, making unit production rnsts high. Mongolia·, ... tock of agricuhural cquipmcnl 
include' 1 l.21MI tractor'> and 2,5011 combine harvesters, all from former C\1EA rnunlrie,, mo't 
from !he former USSR. Previously, the former USSR .~upplied most of !he ~pare p:1rls. fuel, 
fc.:rtiliter' and pesticides, hut the collapse of the former Russian Ji,1rihution "Y'ler,1 ;ind \1ongolia·, 
short;ige of foreign currency have led to sevcre shortages of all thc'e inpuh in recenl year,. Al 
the end of llJ'JI hctween 40 and 50 per cent of agricuhural equipmenl wa, inoperative for l.u.:k of 
tyres, transmission hells, hallerics and other spare parh. Fcrtiliter import... whil-h r;tn al ah11tll 
1Xl,lMJO tonnes annually in n:cent years, wi.:r.: ri.:duced to 20.IHKI tonnes in 111'11. The dfccl on 
output has been d1 :•matic. The sown area of the main rnips has folkn only 'lightly, hut re<lul'tion' 
in planting of vegetable' and fodder crops have been signilicanl (Tahlc 5.<1). Pn11.lm·tion "' 0;1h 

in 1'>'11 wa'> 81 per cent down on the l'MI level. barley produrti11n ldl hy :'ti per rent O\"CT the 
i;ame period, potato producti1m fell hy .'\7 per cent. and wheat production hy 21 per cent (Tahk 
V.7). 
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- ----- ------- --- -----------------------------

Table \".7. 

----------

Wheat 
Haizea 

Barley 
Oats 
Sun f I ewer seeda/ 

Potatoes 

----·------

Production or major agriculturtll crops. 1980-1991. ~lttted ~nn 
(Thousand hinncs) 

1980 1985 1986 1987 1988 1989 1990 

229.8 688.5 663.7 543.3 672 .2 686.9 596.2 
l!J. 7 1.3 9.5 
35.2 132.4 146.0 102.0 100.2 108.5 88.9 
19.4 52.6 49.3 37 .8 37 .4 38.2 30.2 
23.9 306.2 246.3 204.2 148.5 222 .7 246.3 
37.9 113.9 132.8 147 .6 103.0 155.5 131.1 

Sourct·: Sti!IC Stall,!Kal Office. 

a' l'nr the \\:ill'- J'J';7. J<J'JI. ~unlfo,.cr '-CCJs and ma11c figure,; an: cumhmcJ. 

Forestry 

1991 

538.3 

48.0 
7.2 

131.5 
97.S 

Forcsb cover an cstimatcd t..i million hectares. or approximatcl~- Ill per ccnt of the country's 
territory. Most of the forests lie in th1.: northern mountain regions. al an altitude of between 1,700 
metres and 2.-tOO metres. with a prcJominancc on the welter northern slopes. Timber stocks total 
ahout 13 hillion cuhic metres. of which T!t per cent is Siberian larch, II (l\:r cent cedar and 6.5 
per cc.:nt pine. Just over half of thc 2A million cuhic mclrcs of roundwood removed annually is 
used ~<lr fuelwood. mostly in the countryside. 

I\;1tun: conservancy. and particularly forest protection, has hcen a common theme of puhlic 
intcrcst in thc 1'>711s and 1 1 >~1 ... ;md a Ministr-y for the Prote..:tion ·1f Nature and the Emironmcnt 
w;is cstahlishcd in 1987, Y.hich was n:-organi1cd as the Stale Commiucc for Environmental 
C"nntrol in 19110. Proper forestry methods arc a regular theme of the Stale Committee's work and 
somc succe<,s in rl.'planting has hc::n achil:vcd. But good intention<, in Ulaanhaatar arc often 
fruslratl.'d hy local indiffcrl.'ncc: woods arc often clear felled 'Ailhnut being n.:pl;inted; young wood 
i" cut for fuel. ;md fclkd timher is oftcn left to ml. increa<,ing the danger of tires. The rate of 
fcllin!! j, I .:'\,!MIO hectares a year with only ahoul a third of this area hcing rl'planlcd annually. 

C. E~ERG\' RESOLRCES 

The principal 'ource of energy in \1ongolia i" electricity. primarily generated in thermal po'Aer 
.,tations which hurn domcslically-minc<l coal wi1h <,omc imporlc<l fuel nil. Ahout 11 per cent of 
clectricily genernled j, supplied hy <lic<,cl generators. Ener!,'Y i.., also a m;ijor indu.,trial suh..,ector, 
accounting for 11 per cent of induslri;il value added in 11.l'XI and employing ;ihoul 20,IKIO people 
in l •NI. The gowrnmcnl ·., former indusl rialitat inn policy put heavy emphasi ... on the energy 
suh- ... eclor. "1 that ii received an ;iveraµe 1'1 per cent of indu-.trial investment during the l'JX().,, 

prrnlucinµ a µroY.1h in output which awr;1ged 11 per cent a year hctwccn J<),'\I and l'>X.:'i and fJ per 
Cl"nl a ye;ir from l1JHt1 to 1'1'10. -..;ewrthl'lc.,.,, l\1ongolia 'till imports electricity from the former 
'.'\11\id l "nion. duc lo thermal power slalions' inahili1y 111 rl.'spond quickly enough al times of peak 
dcmand .• ind exports <,mailer amounh lo the former '.'\ovii:I l inion during periods of cxcc<,s ... upply. 
lmporh accounted for ahout :-i per n:nl of a 101al w11 ... umplion of 2.7-'2 CiWh in l'>'Jtl (Table V.H). 
Avcr;1g<: pa capita cnerizy wn·-umption ""'' 1.~7 KWh in l'l<lO, comp;irahli.: to con!'.umption in 
middle inwme countrie.,, alth1•uµh ahout a q•1artcr of thi.: population, mmtly in outlying rural 
area,. r.:main' with·llll ckctri1:i1y. lndu,try and riin-.lruclion j, by for the larµl''t con,umer of 
dectri1:ity, ,1r.-ountinl! for''" pn n:nt ,,f lolal ninsumption in l'l')(J. 



Table \"A. Dn:tririty prnduction and con .. umplion. 19*1, 1985 and 1990 
({iWh) 

lotat generation 
of which: 

Coal-fired yeneration 
Oil-fired generation 

Electricity imports 
Electricity eiports 
Transmission an1 distribution losses 
Pcr.-er station use 

lotal CCJnSdllllion 
of which: 

Industry and construction 
Transport and c011111Unications 
Agriculture 
Households 
Others 

Socm-.·. Stale: S1a11~11l·a! Offi.-c:. \t1n"rry nf l·nc:rgy. 

1980 

1, !>66 

1,31 t 
Z5'i 
263 

0 
125 
267 

1,431 

813 
68 
96 

315 
75 

?,843 

?. • .iao 
363 
153 
53 

114 
4.\J 

2,380 

1,633 
l.+5 
85 

327 
190 

!990 

3,466 

3,068 
398 
na 

i6 
323 
563 

?Jl1 

1,803 
17.\ 
I 16 
349 
290 

Electricity is produced 1-iy two distinct -.ystcm-.. The Central Encr~ Sy.,tcm ({"ES). which 
produced Xt1 per cent 11f total output generaled in t•J<JO. c1wer-. 311 per cent 1•f \hingolia\, 1crri111ry. 
supplying the three.: main cities and ... ix aimah. when: half 11f \fongolia\ p11pulati11n li\c .... The 
('ES is fed hy five 1hermal .,l;itinns with a coml-iined capaci1y of h1l0 \tW. The-.c fi\e .. 1ation" ;m: 

in l flaa!ll-i;iatar (3 ). Darhan (I) ;md Erdenet (I). and their oulpul is augmented wilh imporh from 
1he former RU<,sian grid via a 2211 kW line to lrkursk. lmp11rh arwunted for al-iout •J per ci:nl of 
the l'ES"s 1ot;1I supply in l'J<lll and .J per cent in l'J<>I (T;1hlc \'.'l). ( irn.,., gcncr;1ti11n frnm the 
("ES incre;iscd hy 2-ill per ccnl between JIJXll ;md l'JXX. "' 1hc l 'laanha;1tar '.\o 4 power '>tat ion. 
the largest in the counlry. went in10 operation in !'IX:\ and ih capacily of .\°'IJ \tW d11uhkd 
\fongolia"s generating cap;icity. But grms gener;11i11n fell hy 14 per ccnl 1-iy l'llH. and wn-.ump1i11n 
ha., falkn hy 19 per cent in 1he tw11 ycar-. Ill 19111. primarily due to the dedinc in !!fl1'-. f!ennation 
"' wal supplic'> have folkn l-iceau-.1: of ... hnrt;igc-. of fuel and cxplo.,i\c'.\. ;md 511- ltMI \1W 11( 

rr111luctinn al the l 'la;mhaatar 1\o 4 power '.\l;1linn were -.hul down for lad of -.pare p;trh. 
Tran,.mi ... sion and di,trihulion lo.,se-. have al.,o ri-.c.:n in rcccnl year-.. from ;iround •1 per n:nl 11f 
lolal supply in l'IS'J to U.5 per cent in 1'191. Thc indfici4.·ncy nf the So\·icl-huilt ,1;1ti11n-. i, al": 
indicaled hy I heir high le\el of own u ... c ( llJ per cent in !'NI). 

lnJu.,trial consumption from 1hc l'ES .,tood al X'J per ecol in I'll.Ill. hul fell 111 X5.4 per cenl in 
l11'll, wilh pulilic and rci,idenlial u.,e acwunlinµ for the n:m;iinder (L1hlc \'.Ill). The hn:;skdown 
of coni,umption hy rqrion indicalc., th;1I l 'laanh;1;11ar ron,umi:., 411 per rc.:nl 11f .,upplic:'. 

Dc.,pitc it., indfi{·icncii:,. thi: <'ES operati:., ;ti ii profi1. with lariff., more than w\i:rin!! rn'h in 
1'>'11. Operatin!! profih in thL fir .. t h;ilf of l'J<l2 in<licaled 1hat prnfih for 1hc ~c;ir w11uld he.: nil 
hy mori: than half."" the rn ... 1 of impor1in!! dcctririty and fuel oil from lhi: formi:r ~mid l 'ni1in 
ro..,e from lh per cenl of domc.,lic rnal CO'.\h in ('I'll lo -l5 per cent in lhi: fir-.1 half of 1'1'12 (L1blc: 
V.11). 

Electricity 11Ut..,idi: lhc (TS i., ... upplic:d hy ii -.y .. 1em which rnmpri".:!> dic.,d powi:rc:d !!i:nc:r<sh•r., in 
11 aimak... with an in.,1;1lkd caparily of 11'1 MW plu., a _1(, MW coal fin.:d pbnl ;11 Dmnod. Thi., 
~y.,lcm i.:cncralcd ahoul ~IMI ( iWh in !'JI.Ill. ahoul 1-' per cc:nl of tolal domc:•.lif produflion. Thc: 
co.,I.., of lhi., dcccnlrali1ed 'Y'lc:m arc hi!!ht:r lhan in 1hc: <TS. hu1 while: lhi:..,c: hi!!hc:r w.,h arc: 
pa.,...c:d on lo indu ... 1rial U'>l',..., n:.,i1kn1ial usc:r., pav the ... ami: ;"<TS u~cr'>. The ,uh ... idii:' nn:dnl 
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In n1u;1li.1c rc,idcnlial t;1riff, ;1rc the largnl ilcm in the !'I'll !!"''ernment hudgd. accl\Unling lnr 
m .. r-.· th;in 511 p .. ·r n·nl ,,f h•tal "uh-.idie'. In m••n.: i,,,larcd area. .... not ... cncd hy cith.:r 'Y'!crn. 
\,,,.,J_ fll\•h. bu ... hc' ;md dried anim;1l Jung arc u ... cd ft•r J,•mc,tic fuel. 

L1p;1ci1~ i, ;m important l•>n!!·tcrm i.;,u.:. h•rcca ... r~ for fulurc Jcmanc.l arc diflicuh in lhc currcnl 
-.·cnnt>mic dim;llc. hul \\ilh an co•n••mic rc~t•\er~ a ddicil ,,f 1511-:~tlO \tW capacily hy I'>'~ i' 
lhnu!!hl lil..dy .. -\ nc\\ ~I \tW cnal-lin:d plan! j.., prc .. enlly under wn ... trm.·1i1>n in l"laanhaalar. and 
pr1•p<•,;1l, f.,r ;11.rlll \tW minc-hc;1d power .. 1a1ion al Ba!!a '.'uur arc tx:ing al·liwly· pur-.ued. Coal 
will rcm;:in th-.· lt•wc'I Cl"t .. ·ncr!-~ -.ource for "'me rim-.· h• com..:: \tt1ng11lia·, h•l;1I coal n:,..:nc-. 
;ire c'timal..:d It• tx: ""me lllll hilli.m tonne'· nnc of the large'! in the world. Current c11al 
pr • .Jut:1inn come' from 17 minc' which prnJu..-e ""me 7 million tonne" of coal annually (Tahlc 
\._I 2 I. °\c\..:rthek""· the l TS i ... at-. .. actin:ly im·e..,tigaling \tungulia"s hydrn-pt1\\cr p<•ll:nlial. The 
.. \,i;m De\dnpmcnl B;mk j, financin!! a kasihility ... tudy for ;1 tt.rl- ISO \tW hydrocl.:clric -.t;1ti1•n 
n..:;1r ln!!it111l!!"i 1•n th.: Ri\·.:r E!-~in in Bul!!an aimak in the north. and the d..:-.ign pha-.e has al'" 
h-.·c.:n ;1pp;1>\cd. The.: pn>jccl ha ... -.omc "PPo,ition from c.:mironmcntal group .... hut ii j, ht1pcd thal 
it \\ill ll\.: l·nmpkl..:d hy l'l'IS. 

:\hh,•u!!h \ton!!olia·-. hydro-ptiwcr potential ha-. nol tx:en comprehcn ... in:ly ... 1udied. ii has g1".J 
pr.,,pn:h for 'upplyin!! remolc area-.. Som..: sekclcd area-. have. howc\cr. already hel:n ... un·eyed. 
Suirahlc -.ire, fnr two -.mall hydrn·power ... 1a1ion .. \\ilh capacirics of 21lll-..i4111 K\\' have lx:en 
idc.:n1ifi..:d in lltw.,!!ul aimak. on.: on 1hc Dclg.:r River .... oulh·ca"I of \fornn. and a second on a 
1rihu1;1ry 11f rhc Ri\·cr l 'ur wcsl of Halgal. 8111h ari:as arc currently .,upplicd hy diesel gcncralors. 
hul h;m.: g111.J polcnlial for -.mall- ... calc agricultural procc,sin!! indu.,lrics (ca ... hmcrc. camel wool 
;md 'hcep 'kin') !!ivcn an en.:r!-~· ... upply. The CES i' (1,.1king for foreign inve,lmcnt 10 I urn the,e 
... chc.:mc' inlo r..:alil~. 

( iih:n \11•ngolia·, high tran,mi-. ... i,in and di ... 1rihu1ion lo"e'. and rhe high l'nil energy consump1i.m 
in ..,c.:\\:r;1l manufacrurin!! indu ... tric., (wool .. pinning. lcx1ilc linio;hing. fo1.J proce<,sing industric<i) 
cnc.:r!-'Y efficiency i' ;molher key area of concern. To 1his end. an cncr~·y audil. efficiency and 
Clln,c.:r\;11ion ... 1udy wa' co1rrie<l out in 1'>'12_ \tore efficient use and cffecrivc con,cn·a1ion of encr!-'Y 
-.h11uld ;ibll he encour;igcd hy a drive for correct pricing. \fongolia"s encr~·y price-. arc already 
l>eing ;1dju ... 1.:d Ill renccl lhe in1crn;11i11nal hard currency price.:' now hcing paid for imported energy 
pn•ducl'\. and lhc true inlcrnalional v;1luc of domc.:~lic coal. The gm·ernmenl ha:-. o;lalcd Iha! prices 
Ill indu ... 1ri;1l an<l ctlmrncrci;1l u,er~ will he rai,ed r;1pidly lo renect lrue co.,rs. hur price.., 10 
<lomc,lic c11n,umc.:r-. will he incrca,ed more gr;1dually. 



Table \'.9. Elrctricity generation and consumption in the Central Energy System, 1980-1991 
(GWh) 

--------··---
1980 1981 1982 l'l83 1984 1985 1986 1987 1988 1989 1990 1991 

---------·-
Gross generation (A) I. 311 1,320 l, 2 71 1,479 l, 958 2,480 ?,830 2,991 3, 169 3,090 2 '%6 2' 725 
Station use (B) ?58 260 210 294 378 430 460 494 525 519 538 574 
As percentage of qross 
generation (C=B/A) 19.7 19. 7 21.2 19.9 19.3 17.3 16.3 16.5 16.6 16.8 18.1 19.2 

Net generation (D=A-8) 1,053 1,060 1,001 1,185 1,580 2,050 2' 370 2,497 2,644 2,511 2,478 7.,201 

[lectricity imports (£) 263 505 760 679 410 169 61 n 75 158 278 84 
Electricity exports (f) ... ... ... ... 4 53 38 32 58 17 76 33 

Total supply (G=D•E-F) 1. 316 1,565 1, 761 1,864 },986 2' 166 2,419 2,53/ 2,661 2,652 ?,580 2 ,252 
Transmission and ditribution 

losseo; (H) 112 97 110 123 146 169 234 195 234 242 323 305 
A~ percentage of total supply 

(l=H/G) 8.5 6.( 6.2 6.6 7.4 7.8 9.7 7.7 8.8 9.1 12 . ., 13.5 
Electricity cons1111Ption (J·G-H) l, 204 1,468 1,651 1, 741 l ,840 I, 997 7, 185 2,342 2. 427 (,410 7,751 1,947 

--·--------------------------- --- ----- ---- .. --·-· -----·-· 
---------~----------

Solll"c:t• "'""'"' uf l'ncr~ 
---- ----------·------------- ----
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Table \·.10. Elt"ctricity t"on~ump!ion in the l "entral [ne~ Sy~ll"ll'I by l"onsunwr IYl>" and by 
~ion. 19119-1991 

·-. ·19111} ·-- - -- -- - -1990- -- --------~--

Constiner cateqory G!lh per cent GWh per cent GWh per cent 
- - ----- - - --~- - -----~ ~----- -- ----------

A. By~type 
Residential 109.3 
lnriustrial 2.103.3 
Pub I ic 191.2 
Iota I 2.409.8 

Olsirict -- ·-H.irn i>Oiiul.ifion 
(aimak) centres 

B. 
Central 
Buigan 
Arhangay 

By region 

o .. orhanqay 
Selenge 
Oornoqobi 
Iota I 

Ulaanbaatar 
[rdenet, Bulqan 
rsetserleq 
Arvayhaar 
Darhan, Suhkbaatar 
Baganur, Saynshand 

4.5 
87 .:! 
8.? 

100.0 

95.8 4.3 
2,009.4 89.0 

m.s 6.1 
2.256.7 100.0 

1990 
Gllh 

880.7 
770.3 

364.7 
241.0 

2.256.7 

per cent 

39.0 
34.1 

16.2 
10.7 

100.0 

120.5 
1,821.l 

190.9 
2.lll.1 

Gii!! 

855.4 
723. I 

320 
234.6 

2.Ill.1 

Table \·.11. lnrnme ~tatement of the CentrJI Energy Sy~trm. 1988-1992 
( \tillion IU!!rilq 

1938 1989 !990 1991 

- ---------------·---------------

Revenues from electricity 'i08.7 419.1 452.8 755.8 
Revenues from heat 296.5 31 l.l 318.1 465.1 
Other revenues 0.0 0.(1 8.1 23.9 

Total revenues 805.2 790.4 119.0 1.244.8 

Coal 197.4 183.8 185.0 379.5 
fuel oi I ?J.3 19.7 30.2 43.2 
o-.. n use of electricity 9.8 9.0 9.4 18.4 
f lectri city imports. 16.2 26.4 31.9 ll. 3 
Water 13.' 13.9 14.4 9.1 
Maintenance llldterials 5.6 3.5 5.8 10.8 
Salaries and wages 32.1 ?7 .4 33.4 140.2 
Technical personnrl 37.!i 28.8 34.) 58.0 
Administration 9.4 7 .5 7. 7 4.6 
!nsurancf' 3.0 7.6 3.2 18.8 
Depreciation ?19.5 710.6 715.9 251.9 
Rank charges 51. I 0.0 -19.9 

rotal costs 618.3 ~37.7 671.l 950.9 

Operating profit 186.9 l'>I. I 151 .9 293.9 
Other profit 7.3 2.6 2.4 5.3 

Total profit )89.7 760.3 160.3 799.2 

5.1 
85.4 
8.9 

100.0 

1991 
per cent 

40.1 
33.9 

15.0 
11.0 

100.0 

244.5 
254. l 

5.5 
504.1 

197.0 
32.5 
12 .5 
57.0 
8.0 

12 .o 
50.8 
18.5 
J.0 
6.8 

61 .9 

4!14. 7 

49.4 
7.4 

51.8 
-- - ---- --· ---~-·----

\n11rc 1• '\lin"rr. .. r I ncr!." 
;1, 1'1r-.1 h;1lf 

Oil wa' extracted in the l'l:'ill' ;1n<l l%0' from <lepo,il., in lhe 'outh and ea.,t, in Onrnogov ;1nd 
D11rnod aim;1k\, ;ind in l'lh[ dnme,lir prnduclion wa' s<1i<l 10 he 'ati,fyinJ.?, more than :'ill per ccnl 
of \fonJ.?,nlia"' need,. Thc,t· field' have now hccn worked out, however. Furl her .,urvcying for new 
d1.:p11.,i1' h;" hccn cO!rrinl 0111 hy Wc,lnn rnmpanic' rcccnlly. 
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D. HARD \11'.';ERAI. RESOl"RCES 

:\hh1•U!!h \fon!!11lia·, min..:r;1I-. inJu,1ry i' r.:bl;\dy nl.'\\. ii pb\' ;1 'i!!niti•;inl ruk in 1h.: n;11i11n;1( 
.:c11n1•IT'y. wi1h 1.''l:(l<•fh ,,f cnpp..:r c1>nc.:nlr;1h: pru\·idin!! 1h.: br!!.:'I 'im.:k "'ur.-:.: ,,f h•rl·i!!n 
.:xchan!!.: .:arnin!!'· Curr.:nl br!!.:-,,c;1k minin!! 11po.:rali1>n' ar..: n>nc.:nlral.:d 1>n •••pp.:r. c1•.1l. 
llunr,par. m1•lyll\knum ;md lim.:: \•hik ... malkr-,r;1k llp.:r;1li11n,., .:xpl.1i1 ,ih.:r. !!11ld. 1in. !Un!!'ll"ll. 
c;1"i1o.:ri1.:. uranium ;ind prn·i,,u, ,(tin.:'. 

\tnn!!••li;1 is \\dl-.:ndt•w.:d wi1h min.:ral r-:-.11urr.:': u\.:r hlMI lkpt"il' and t•.:curr.:nc.:' Ill m11r.: th.in 
Sil min.:ral IYP.:' ha\.: 1->.:.:n r.:cnrd.:d hy !!<.:1•h•gical nupping t.:;1m-. and pn"p.:l·I· ·: '· hul n111r.: 
t:xplt•r;1!illn i-. n..:t:dnl ll\·lorc any m.:anin!!ful c .. 1ima1.: 111" 1h..: 01un1ry ·, mint:ral pn1.:n1i;1l can h.: 
m;1d.:. < i.:t1h~ic;1l m;1ps. rt1mpiku .'.II y.:;1r-. ;1!!1>. ni\cr 75 p.:r ..:..:nl 11f !ho.: nalinnal 1..:rrit11ry at a 
,c;1k nf 1:2110JIOO •• ind ;1t:n•mJ!!nl"tic m;1p..; ;II 1h..: ,;1mc ,c;1k c1l\o.:r ju-.1 11\.:r h;11f lh.: country. 
:\irht•rn.: sp.:clrnm.:l.:r 'lll"\CY' uf 1..:,, than 25 ro.:r c..:111 ,,f !he Lind ;ir.:a h;1\.: h..:..:n carri.:d 11111 ;1t 
1:2:".1100 ;ind I:511Jlllll -...:ak.;. bu! lhl·r.: o.ir..: n11 ;1irh11rnc d.:cln•magn..:lic ,un.:: r.:n•nk Cir;1\ily 
-.un..:y' in th.: ca.;1crn and ca'! central part 11f 1h.: wunlry ha\.: h.:.:n carri.:d nu! al 1:25JKIO h• 

1:2tlll.(lll0. 

Table \".12. Coal balance !thttt. 1975-1~1. !>elected ~ear. 
(Thuu-.;ind lt>nn.:.;) 

197'.i 1980 !98'.i 1990 1991 

-----------~---~--·----------- - -- ------ ----

Sources 3,013 5, 107 6,537 / ,413 7,335 

Stocks at the beginning of the year ?35 729 ti 18.i 7;4 

Production 2,776 4,376 6,516 7, I'.16 7 ,Ofi I 

Imports 7 7 0 n 0 

Uses 3,013 5, 107 6,53/ I ,413 6, 9!>4 

for electric power stations l, 76.l 2. 184 3,679 4,3?3 4,9fl4 

Cons.J111ption 990 7.137 2,483 2,303 I. 911 

Industry 30· 1 I? 1.79 948 7')8 ,{ 

Agriculture 11 37? 40! 706 101 

Households ? 11 6!1 107 773 61 i 

Other 311 421 ].18 4?6 4fil 

lasses 15 0 () 0 0 

hports 0 775 51? !!CJ 

Stocks at the end of the year 746 19 I l~O 274 ?Ii? 

- ------- - ------ - -- -- ----------- - - ---- ----

°'"""'· ,., 'it.lie S1;1i1,u1·;il I lfh1c .1n1I \li.11'lr. n!· hicri,'\ 
- - ------- -·--- ---------- --~--·------~------ . --- -------- ---

( · opper and molybdenum 

Ali of \1on!!olia"s copper ;ind molybdenum arc produc.:<l from !ht: open pil rnim: al Er<ll·n.:1. Or.: 
i' pr1•c.:s-;.:d in ;1 mod.:rn conc.:ntrat11r which produc.:-. copp.:r conc.:ntrat.: av.:ra)!in!! 2'1 pn c..:nt 
wppn. and molyhd.:nit.: conn:ntral.: which ;1\.:ral!C' 50 p.:r c.:nl mnlyhJ.:num. In 1'1'11 .. "\l"~IJHlll 
tonn.:-. of copper conc.:nlrat..: and .\.'\lHl lonn.:-. of mol:hdcnil.: conc.:nlrat.: \l..:r.: prodm·.:d. Th.: 
rninin!! and millin!! op..:ratinn. whirh wmmcncnl pro<luclion in 1'17X. wa' huih with th.: form.:r 
S11\id c1pit;1l. thin!! th.: fnrm.:r Smi.:t .:quipm.:nt and t.:chn11lo1-'Y· .md r.:m;1in' a 51 pa n:o>' 
\1on!!olian. -N po.:r r..:nt Ru"ian hdcr;1tion·, j11int cnt.:rpri''· It i, a nwdcrn. v.·:11-.:quipp.:d 
op.:ration and run' dlicicn1ly. l"ntil rn·.:ntl~ .. ill lhl· wnccntrall' wa' .:xp11rll.:d to -.mdtn' in th.: 
former S11vie1 linion ;mJ accounle<l for .UI per i.:.:nt 11£ f\.fon1mlia'!. export revenue!.. Thi!. i!o. ;.till 
wry lar)!dy th.: ca,.:, ahh11u!!h cnncl·ntr;it.:' ar.: nu\I. v;ilu.:d al h..rd curr.:ncy pric.:-. ;ind rq1rr,rnt 
\11 'n!!olia·, larcc't "1urci.: of f11r1.: icn .:xch;mci.:. ;ill h11ul!h in pr;1l'I il'l.'. Frd.:n.:I \ out put j, h;irll:r.:d 
for th.: Ru"ian fud imporh. 1 lov.nn. !ho.: "'k rdi;inc1.: on the Rth,i;in market 'h""' 'llllll' 'il!n' 
of l'h,tnl!in)! 'inn: ;in <t)!rt:.:mcnl r.:;Khnl with till' Ru,,ia ;illow' \1001!11lia I•> l"Xport ii' ,harl' 11f 
pr~lducli1in to th.: f11rm..:r non Ru,,i,in 'mdt.:r,, and 'mall quantiti.:' Ml' n11w .:xporlnl 111 .Ltp;in. 
~horta!!t.:' of .:xplmiv.:' .1ml llotation rl'Ot!!l'nh h;1\"l' hn·1101r <Kll't: in lhc ntrrl·nt Cl'onomic rri,j,, 
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A 'cwml. \·cry largo.: ;md a" yct uncxploit..:d dcposit o[ porph~T~ copper i.., locakd al Tsag;1an 
Su\;trga in D••rr.og;w aim;1k. s1•uth-cao;1 ,,[ l'laanh;1alar. The deposit. cstimatcd to contain i-:tc 
milli1m h•nnc' of copper. wa ... th..: -..uhjccl of prdiminary ncgoti;1tions \\ith Japan~se husinessmcn 
in th~· l•ISlls hut not pur.,ucd. Thc ;i\·cragc graJc is said lo hc 11.h per ccnt Cu· \fo. lowcr th;m 
th..: Erdcnct dqlt•sit. hut thcrc i ... m• availahl..: indication l•f th..: \·ariati110 of gradc '.\ith dcpth. 
\lon!!1•li;1's oth~·r known min..:ral d..:p11..,ii... arc summ:1riJ'cd. in alphah..:tical ordcr. as foll,,""'· 

( · onstrnction materials 

Thcn: arc 170 known dcpo ... its of granitc. marhk and othcr cons1ructi11n matcrials. of which 35 arc 

rnrrcntly hcin!! cxploitcd and annth..:r •JO ar.: in th..: proccss of dcvdopm..:nt. 

t"luor..par 

Production of fluorspar. most of which has hccn cxportcd lo thc formcr C1cchosl1wakia and 

formi.:r Sovi..:t met;1llur!!Y industries. has h..:en declining since l'>S5. Output stood at .t5h.llllO tonn..:s 
in l'l'lll and fdl to 251.11110 tonnes in l'l'll (Tahk \".!.\). Th..: larger fluorspar mim:s arc joint 
vcnturcs with thi.: former CJ'cchosim·akia and an: located in east-ci.:ntral Mongolia in the aimaks 

of Sukhhaalar. llcntiy and Dorno!!ll\. 

Ahoul 25.111111 ounc..:s of gold arc produc..:d annually in fi\·c placer op.:rations which process stream 
gra\..:b. The mines arc small. o\..:r-mann..:d and inefficient hy Wcstcrn standards. Recently. a joint 
\enture agreemi.:nl has heen sign..:d h..:twecn the Bureau of \tines and Morrison Knudsen. a 

l "nited Stah:s wmpany. to Jcn:lop an operation which will proce;,s two million tonnes of ore and 

produce thri.:c (!1nnes .ir gold a year. 

time 

Lime i ... mincd f11r dome ... 1ic cement production. rr.ost hcing supplied to the cement and lime 
complex al llotol h..:twccn Erdenct and Darhan. Production stood at just over Hlll,111111 tonnc ... a 
y..:ar during th..: l'IHOs. hut fdl lo 76.11110 lonnes in l'l'll as the construction industry slumped. 

Perlite 

Ikpo-..ii... of perlitc near Zamiin l 'ud in th..: ... outh-easl have hcen the suhjcct of rcccnl 
inve-..tig;1tions into appropriate methods for quarrying and grinding and the estahlishmenl of a pilot 
manufacturing plant. Propo..,cd u'c' of ..:xpan<lcd pcrlite and perlile products arc in dome ... 1ic 

building in ... ubtion ;ind a.., an input into fcrtili1crs. 

Phosphates 

Exten-..ivc depmih of phosphah: rock arc known to occur in l; pper Camhrian sedimenh ;11 
l "rando ... h in nPrlhweste: n Jlov ... gul aimak. Thrce deposih in the area were drilled in the l'lSO,, 
11u1lining ~Kl million tonne ... of 11pcn pil rnrk rnntainin~ ahout 211 per cent P205, but the total 
rl·-..erve w-;" e'timaled lo he more than two billion lonnes. A joint So\'iel venture lo exploit the 
licp.1,ih. indmlin)! minl''· wnn:nlratin!! plant ;ind a new rail spur lo the Tran~·Mon!!olian line. 
wa' announn:d in l'l~\t1 hut the \·c111urc nc\cr procecdcd. apparent!~ because of environmental 
concerns o\er the impacl of mining in the ;trl',1. 

Tin and tun~strn 

Showin!!' of lin and tun!!sll·n minerali1ation ;iri.: ahmdant. partirnlarly in the inlru,ive rrn:k~ which 

ho-..1 l h•· fluorilc dcpn,ii.... 
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lir.inium 

Sni.:ral uranium dept,sits ha\·l' lx:c:n ri.:porti.:d and 1ini.: mini.: wa ... di.:\d1•pi.:d in i.:nnpi.:rati1in with thi.: 
formi.:r l'SSR ni.:;1r the town of \tardaar. a purposi.: huilt sr.:llkmr.:nt with its own P''wi.:r st,1tion. 
Link i-" known puhlidy ahout thi.: JeP'isit othr.:r !han the fai.:t th;1t it is in "anJ,hini.:s. 

Wolfr.tm 

Wolfram dr.:(llisits ari.: lx:ing Wllrki.:d on a small scak in T1w and Sukhha;it;1r aimaks in thi.: ci.:nlral 
anti i.:astern regions. 

Zinc-lead-siln•r 

At least liw 1inc-kad-sih-i.:r dc(ll1si1s ha\"c hccn drilled in nmthcastr.:rn and r.:a,11.:rn arr.:as. Thi.:'c 
largdy low grade rescr\"es rangi.: frllm 75 lonnl's 111 -' million llinnr.:,_ A hpam:se gwup is 
rcP'irh:dly exploring 1hc.: de(llisih. reas.mahk access Ill which is pnwidl.'d hy the: r;;il link Imm 
Chllihalsan lo the Trans-Silx:rian railroad. 01hi.:r kad-1inc dcp11-.its h;m: lx:l.'n reporli.:d frllm thr.: 
Alma Altai mountains in 1h1: west. 

Table \'.B. 

Minerals 

Production of selected miner.tis, 1985-1991 
(Thousand tonnes) 

lqsr; 1986 1987 1988 198'} 

-~--------------- --------- ----------- - ---

rluorspar 787 592 544 523 578 
l imc 103 107 114 m 95 
Copper concentrate 353 

E. TRANSPORT INFRASTRUCTURE 

;9'}0 1991 

'1'J6 7'>1 
103 16 
3'>4 11i0 

[kspitl' rapi<l indu.,trial dc\"cl.•pml'nt in rl.'<."rnt Jl'eadl'-.. Mon~11lia·, lr;insp11rt infr;..,truduri.: 
rl.'mains ,l.'nou,ly in;1d1."qu;11c.:. Th.: Sl'ctm grc.:w ;1t .1 hc.:;1l1hy avn;t!!l' ').'i pi:r n:nt thrnugh lhe 1•1:-111, 
;1ml in l'>'>ll accountl.'d for 11 pl.'r cl.'nl of ( iDP and employed 51.tHKl pcopk. Ho\\1.'H'r. lhl.' currrnl 
ewnomi• cri,i-. and the collapo;e of in1crna1ion;1I lradl.' ha-. inl.'\'it;1hly mc;int thal 111ili1ati110 ral:.:' 
h;n·l' fallen in rl.'cc.:nl years. In l'NI. h11th the.: tolal frl'ighl tonnagl.' e;1rrinl ;ind thl.' frl'ighl lurnml.'r 
in tonn" kilometre wa\ ahoul half the 198.~ IPt;1l-. (Lthk-. V.14 .1nJ \'.l.'i). Alfrr th.: prl·,1.'nl 
l.'e1m11mic -.i1ua1inn irr.prn\c.:-.. !hi.' lack of infrastruelurl.' will hi.' ;i majnr t"on ... tr;1in1 on rcginnal and 
nalional l.'conomic lkvdnpml.'nl g1wn lhl.' cnun1n·, brgl' 'itt· ;inJ wiJl',prc.td di,trihution ,,f 
n· ..... 1urcl''. 

In ;1 nati1mal 1crri1nry of I.ti million squarl.' kil11m..:lrc ... 1hnc ;in: 42.!KH) kil11mi.:1r..-, .if r11ad, j;tn 

a\1.'ragl' nf ju\I :'.ti ml'lrl"' pcr -.quan: ~iloml.'lrl.'). of \\hich .\ pl.'r rt·nl arc p;1\cd and 7 per n:nl ;1rl· 
gr;nd- ... urfoenl. AhnHI a q11;1rtn o: lhl' tol;1l ro;sd knglh i' made.: up of 'lalt' rP;td' \\hirh (11n1i.·c1 
lhl: aim;1k •.:n1n· .... Rnad 1r;m,r111rt aremmh for 72 pl.'r cl.'nl of lrl.'i1!hl 111nn.1gc. hut only ~I per 
l'l.'111 111 frci_gh1 lurnml'r (Tahk' \'.14 anJ \'.15). ~l·;1rly t>ll per n·n1 ,,fall frl.'ighl r;1rri.:d h~ r11.1d 
i-. nin-,1ructi11n mali:riak ;mJ ii ha ... hn·n l''lim;1ll0 d thal lhl· poor roatl r11n·li1i11n' rai'l'' lr.in,porl 
r1i..h hy appr11ximardy ~lllO million a yl.'ar. M11ngoli;1\ nMJ lll'l'I ;, ;intiquall·•I. irodliril·n1 or idk· 
for l.1ek l1f -.parl.' 11;1r1-.. It rnn,;,,, of ju ... 1 40,fHM) v_.hidc.: .... 11f whid1 27.tlllll ;trl' Jrul·k,, 2,:'fll) flu'''· 
ti.IMMl rar\ and 4.IMMl agricultur;1l n:hidc,, mainly lr;ll"lllf,. Thnl.' Ml" aho .1h1111t 10,IHHI lr.1ikr .... 
l 'nlil l'IXX, ahoul l,000 lrul·k, wc.:rl.' rcplarnl ;1nnu;11ly. a \1.'ry low rate 111 k" th.in 4 pn •l'nl. h111 
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Table \".14. Freighl c-.1rri~ by ty~ or 1r.tnsport. 1988-1991 
(Million lonm.:s) 

1988 1989 
--~----·---------

Rdil 17.9 16.B 
Road 45.8 45.l 
Air 0.014 0.01 
River 0.044 0.056 
Total 63.7 62.0 

Stmrc:,·: State Statt•tu:al < lffKo: 

Table \'.15. Freight tumover by~ or transport. 1988-1991 
(Million lonne kilometres) 

1988 1989 

Rai I 6,241. l 5,956.l 
Road 2, 162.2 2.097.9 
Air 10.6 9.9 
River 4.9 5.0 
Total 8.418.B B.068.9 
-----
Snurct•: "itatc St•llt•llcal Office. 

1990 1991 

14.5 10.3 
39.4 26.? 
0.01 0.004 
0.072 0.000 

54.0 36.5 

1990 1991 

5,087.8 3,012.6 
1,870.9 1,362.5 

8.0 4.1 
4.9 1.7 

6.971.6 4.380.9 

since 1'>8'> regular replacement has slopped due lo hard currency shonages. Hence Mongolia's 
ncwco;I lrucks arc now five years old and almosl 50 per cent of trucks arc more lhan 10 years old. 
Ahout one third ,f trucks and huscs arc currently inopcrali\·c for wanl of spare parts, tyres and 
hancrics. One estimate suggests that a modcrni1cd fleet could save 25 per cent of fuel costs, a 
very imporlanl considcralion given the drain on foreign exchange which fuel imports rcprescnl. 

Mon~olia"s rail nclwork consists of 1,815 kilomclrcs of !rack plus another 200 kilometres of side 
track<. and shunt lines. The main rail artery runs north-south through Vlaanhaatar and Darhan, 
lhe two largest cities and in,Iustrial centres, wi1h two main hranch lines. one to the third city of 
Erdenel and a second lo 1he Baga Nuur coalfield. Another line joins the eastern city of 
Choyhalsan to the Russian rail network. The railway. which regularly shows an operating profil, 
ha<. hcen huilt and run as a joint venture with the former USSR, and continues as a joint venture 
wilh lhc Russian Federalion. The railways carry 2X per cenl of all freight, including virtually all 
in1erna1ional cargo, and account for 61> per cent of freighl turnover. Bui efficicnl use of the 
nclwork suffers from a shortage of energy and locomolives. and a suh-oplimal mix of rail car.,. 
In Jl)l>IJ, 5'> per cenl of rail freight was domestic, hul in l!J'>I dom..:slic frcighl accounted form per 
cenl. a.c, inlernalional rrade ir.lumpcd. Most of lhl· domeslic car~o i., coal, mainly for power 
starionir.. 

The gauge is the same as lhal of !he former USSR, hul wider 1han in China, and this difference 
will Ix: an important conslraint on Mongoli<t's future ahility lo lransport freight internationally, 
since lhe route through China nff.;rs the shorlest land route to the sea. While wheels arc changed 
henealh pa:,scngcr trains al the horrlcr w!!h China. an operalion which lakes a few hours, freighl 
is reloaded manually. Reloading lime<. currcnlly range from two weeks to rwo months per train, 
depending on lhe priority of lhc cargo. These times can he ~horlcncd drama1ically; reloading at 
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fn1ntia-. in Europe.: tah·" ;1 matlt"r nl h11ur .... With nwrt· dfo.:it·n1 r;1r!!" h;1mllin!!. till· rt·rydinl! ,,f 
0111l;1inn rar ... n1ulJ Jnuhk. The huildinl! 11f ;1 nt·w I milli1111 h•nnc rdn;1Jinl! f;Kilit~ ;il lht· fl,•nkr 
to\\O .,r Z;1miin l"uJ h;1., hci:n "U!4!l""tnl !11 1mpri•\i: tht· P""r lr.111 ... hipmcnr ... i1u;1ti1111. 

\11>nl!11li;1 ha·, an cx!l:n.,iH: d11mc ... til· air m:1w11rk whid1 link' the 2 I nuin p11pulJti1111 l"l"rtlrc ... ;111J 
lhO .,m;1lkr l"l·ntrl·'· \"cry lillk fri:i!!hl j, n111\cd hy air. ;1hnu14JHlll111nnc" in ('I'll. 11111 ... 1 11h,hi.-h 

\\;1., mail. hut !ht· ncl\\llfk j., ;in imp11r1;mt ~t·nirc for l11nl! Ji,lanrl· p;l\ ... t"lll!cr tr;1\d. rarninl! 

S.\11.tMlll p;1 ... -.en!!i:r" in 1'1'111 and hlll.IKKI p;i ... ,cnl!t:r' i'1 l'.1'11. Thl· nl"l\\11rk j., ... c.:n·io:J I>~ thi: 
n;1ti1111<1l airlim: \11.-\T. which ha-. 4:' 12--.c;itt·r airn;1h and tr. ~t1- ... c.:;1kr ;1irn;1h. n11i...111f whil·h ;1rc 
at ka't I'\ year ... olJ. In 1'1'12. thi: ,h11rt;1!!c nf fu..:l lnl t•1 tht· t·;111t·dbti11n .,f ;111 inrcrn<il llil!hh f11r 
;1 \•·i:i:k. ;ifti:r whirh ;1 n:Juri:d .. ..-nin: \\a" rc,un11:J. l"b;mh;1atar i-. ... i:nit·t·d in1crn;1linn;1ll~ hy 
\II.-\ T. Acroll111 and the< 'hinc ... c ;1irlinc ("A-\(·. with llil!hh Ill \1ii..nl\\. lrkut-.k ;mJ lkijinl!. tht• 

lath:r rouh: hcinl! intn1dun:J in 1'11111. Thcrc \\crc ... c\i:r;il llil!hh ;1 \h·i:J.. ti1 \111,nl\\ in !ht· l'ISlb •. 

hut thc ... e \\l"rt· eut had• 111 1111i: .i f11rtni!!hl in 1'1'/2. 
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T.tble A-1. Emplo)ment by sector, 1970-1991 
(Thousands) 

iS 
a· 

-- ~· 

1970 1980 1985 1986 1987 1988 1989 1990 199la/ -
~ 
~ ::::-

Total 387.4 !ill.2 561.6 580.9 598.4 616.1 633.2 6!il.4 688.1 
..; 

Sector 
11aterial 312.3 388.3 413.2 426.6 435.5 443.3 451. 4 468.8 492.3 

Agriculture 181.9 202.7 187.0 185.8 184.8 183.6 186.0 178. l 180.4 

Forestry 1.2 0.9 1.2 1.2 1.2 1.6 2. I 2.6 --
!ndustry 60.0 81.6 104.6 109.9 115.6 119.2 119.6 135.6 145.3 

Constructior. 22.5 30./ 33.9 35.!i 37.2 38.9 41. 7 51. 4 55.3 

Transport 18.0 32.3 38. 7 43.4 44.6 47.4 47 .o 50.8 53.7 

COl111lUnications 3.1 4.2 5.5 5.8 6.1 6 .1 6.9 7. l 9.0 

Trade (retail and wholesale) 25.4 35.0 41. 7 44.4 45.4 46.0 47.5 42.4 44. I 

Other material production 0.2 0.9 0.6 0.6 0.6 0.5 0.6 0.6 4.5 

Non-material 75.1 122 .9 148.4 154.3 162.9 172 .8 181.8 182.6 195.B 

Housing and municipal services 8.0 14.3 20.0 20.9 23.3 1,3 26.4 27 .4 29.4 

Science. research 
and oevelopnent 3.7 9.0 10.3 10.7 11. 3 l~.9 14. I 12.9 13.6 

Education, culture and arts 30.4 49.2 58. 7 60.4 63.l 70.5 74.6 69.5 74.2 

Health care, soc;al security, 
and sports 20.2 32.0 37.3 39.7 42.2 42.9 44.7 44.l 46.3 

Banking, finance, credit, 
and insurance 1.1 1.9 2.1 2.4 2.5 2.6 2.9 3.1 4.0 

Government 8.1 11. 5 13.9 13.9 13.9 12.8 12.3 20.8 73.0 

Other non-material 3.6 5.0 6.1 6.3 6.6 6.8 6.8 4.9 5.3 

Sourl~ ... _. State Stat1st1cal Offirc. 

a/ Pn\\iMcnal. ---------
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Table A-2. Gross industrial product b~· hr.inch, 1987-1991 
(Million tugrik. a\'cragc 1991 prices) 

------ -~-----------

1987 1988 1989 1990 1991 

Total industry 16.658.4 16,961.8 17.982.1 11.183.5 13.730.9 

Electric and 
thennal energy 1,865.5 l. 969.2 2 .100.2 2, 116.9 1,782 .2 

Fuel 650.4 708. 7 684.8 617.3 477.2 
Engineering and 

metal working 622 .4 620.1 641.5 551.2 232.8 
Non-ferrous metal 7,090.7 2,082.2 2,058.4 2, 103.1 1,488.2 
Building materials 1,797.2 l .8~8.8 1,905.3 1.859. 5 664.6 
Wood processing 1,211.3 1,186.0 1,241.2 1.034.6 556.5 
Textiles 1,900.9 I.856.0 2,166.1 l, 972 .8 l ,340.8 
Clothing !58. 7 757 .8 !!78.7 807 .9 629.7 
l:?dther. fur, shoes 1, 580.3 1,609.2 1,726.5 1.828.6 1,909.5 
Printing 142 .4 146.0 156.9 137 .5 110.4 
Glass, faience 59.3 65.7 75.0 62.6 41.3 
Food 3,157.l 3, 180.2 3,372 .0 J,!31.2 3,757.0 
Chemical 599.5 702 .3 745.8 715.9 275.4 

S11urn·: Stat~ Sta11stical Office. 

Table A-3. Installed capacity and number of employees by br,mch, 1991 

Total industry 

E.lectri ca I power 
fuel 
Non ferrous metals 
Engineering and metal-working 
Chemi ca Is 
Construction materials 
Timber and wood-working 
Glass, china and pottery 
Text i Jes 
Clothing 
leather, fur and shoes 
Printing 
Food 
Other 

Installed capacity 
(million tugriks} 

7,326.3 

I. 586.8 
323. l 
653.4 
160.9 
53.7 

650.0 
746.0 
24.7 

955.3 
220. 3 
688.5 

39.0 
I. 437 .9 

132 .4 

Number of employees 

91,i97 

19,979 
4,431 
4,848 
2.154 
3.057 
7.764 
8,653 

570 
8, 167 

13,/49 
8,558 
1.251 

12,824 
1.842 

- -·------------- ----

. --------·· --· - ----·---- - ·----------
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Table A-I. \'olume of gross industrial produd per one tugrik of productiw fixed asseh. 

1987-1991 
(Tu~rik) 

- -- - ------------------------------ - - ----- - - - - --- -- ------ - ----- ------

1987 1988 1989 1990 1991 

---------------------------------------- -------·- ----------

lotal industry 0.56 0.!»4 0.52 0.37 0.38 

[lectric and thermal energy O.'iO 0.20 0.20 0.18 0.1 'i 

Fuel 0.30 0.11 0.27 0.27 0.71 

~ngineering and metal ;oor~ing 0. 78 0.91 I.03 0.80 0.91 

lion-ferrous metals 0.51 0.50 0.46 0.04 0.21 

Building materials 0.4'i 0.44 0.39 0.33 0.24 

Wood processing n. 79 0.82 0. 7'i 0.49 0.41 

Textiles 1.15 !. 14 0.98 0.7'i 0.61 

Clothing I.'i6 1.36 1.33 !.26 1.06 

Leather, fur, shoes 1.44 I.28 1.21 1.03 l .O·l 

Printing 0.94 0.96 0.94 0.73 I.01 

Glass, faience 0.89 0.99 1.03 0.82 1.51 

Food I.06 1.02 1.01 0.95 1.03 

------------------- - - ---- -------- -- -

.\"uru·: Stale Stal1'1ll'al ( lffKc 

-- -- --·------ -------------- -

Table A-5. National consumer price index 
------------------ ------- -------- --- ----

16 January 31 December I June 
1991 1991 19<)7 

-- --- -- -- . - -

----- -- ------------- ------------ --- - -- -- ·-

Food brvcrages anri tobacco 100.0 131.0 347.'i 

Of wnich: 
Mrat and meat prod1. ~ 100.0 1?4.6 ?80.8 
Dairy products 100.0 l'ifi.3 SI I. I 
Grain and grain products 100 .0 1?·1.0 ?3'i.6 
Potatoes 100.0 100.0 4'>0.0 
Chocolate i00.0 114.6 !10.R 
Suyar 100.0 100.0 C)l'>.0 

Vodka 100.0 100.0 100.0 
Clnthinq and fabrics 100.0 148.4 436.0 
Men's suits and coats 100.0 114. 'i 1? 1. CJ 

Women's ~''its and dress 100.0 ??CJ.) ?36.0 
Mrn's and women's garments 100.0 113.'i Wl.1 
Childrrn's clnthinq 100.0 100.0 168.6 
Shors and boots !00.0 736.1 il'ifi.I 
Rrnt and ut i Ii ties 100.0 ll':i.'i 148.0 
Hnusrho Id qon1;s iOO.O 701l. 6 '>%.I 
Mr:Ji rr1 l c<1re 100.0 :00.0 1%./ 
l r,mspnrt and C()l1J!11Jrt i c<I! inns 100.IJ 111.1 ?18.'> 
f riuc,1! ion ,ind rrrrea! inn 100.0 ? 11 . I ~61. '> 
Other qnnds <1nd srrvices 100.0 I'>? .1 141. / 

Overal I indeJI 100.0 1!>7 .I 340.1 

\1Hff( ,. ...l.1lc ... l.11"11<·.11 I lll1• r 
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THE MPR FOREIGN INVESTMENT LAW 

The MPR Great People's Khural passed it 
on M~rch 23, 1990. It enters into force 
•:•n May 1, 1':390. 

ARTICLE 1 
PURPOSE OF THE LAW 

The purpose of the present Law shall be to establish a legal 
framework for foreion investment in the MPR on the basis of 
equality and mutual-benefit, and setting up rules governing the 
relations arising from these activities. 

ARTICLE 2 
DEFINITIONS OF THE LAW 

1. " A company with foreign capital participation " shall 
mean an enterprise or organization~ the contribution to the 
initial capital of wich bas been wholly or partly made by a 
foreign legal entity or foreign natural persons. 

~2. " A foFeign participant" shall mean a foreign legal 
entrty or foreign natural person. 

3. " A Mongolian participant" shall mean an enterprise or 
organization or natural person of the MPR, that participates in 
the foreign investment activities in the MPR. 

4. " Foundation documents" shall mean an agreement or treaty 
establishing a company with foreign capital participation and the 
charter of such a company. 

ARTICLE 3 
SPHERES OF INVESTMENT 

1. Foreign participants may invest in any sector of the 
national economy, unless the MPR legislation stipulates 
otherwise. 

2. Priority shall be given to foreign investments in the 
following areas: 

a. export-oriented or import substituting production; 
b. highly advanced and science-intensive production based on 

the use of modern techniques and technologies; 
c. deep processing of natural resources and raw materials of 

agricultural origin and production of finished articles 
as well as geological prospecting; 

d. development of economic infrastructure in the field of 
energy, roads, transport, communications and other 
spheres; 

e. development of international tourist industry and all 
corresponding services. 



ARTICLE 4 
LEGAL GUARANTEES 
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1. Companies with foreian capital participation shall 
conduct their activities in ~ccordance with the present Law and 
other legislation of the MPR. 

2. The MPR sha~l protect the riphts and interests of foreign 
participants in compliance with its legislation, internationally 
recognized norms, as well as the foundation documents of the 
company with foreign capital participation. Foreign investments 
in the MPR shall not be nationalized. 

3. If provis~ons of the present Law are amended after the 
entry into force of the foundation documents oi any company with 
foreign capital participation. it shall be up to companies with 
foreign capital participation to decide whether to apply the 
foundation oocuments or the amenoed provisions of the present 
Law. 

4. Foreign participants shall have the following rights: 

a. to take part in the management of any company with 
foreign capital participation; 

b. to transfer their riants and oolioations to other foreign 
or Mongolian participants; -

c. to have profit in proportion to their share in the 
company's capital as well as to possess, use and dispose 
of profit in accordance with their wishes including the 
transfer of the profit abroad. 

ARTICLE S 
FORMS OF INVESTMENT 

1. Foreian and Mongolian participants can invest in the 
following for~s: 

a. cash in foreion and/or national currencies; 
b. buildings, eq~ipment, machinery, tools, components, spare 

parts etc: 
c. patents, techn•.:•logy, tno::.w-r1°:0 i..1 c-nr::! tecf-1nical services; 
d. other mutually apreed forras of contributions. 

2. Contributions of foreign and Mongolian participants to 
the charter fund shall be valid on the basis of prices to be 
acreed upon depending on world market prices. 

ARTICLE 6 
ESTABLISHING PROCEDURES OF COMPANIES WITH 

FOREIGN CAPITAL PARTICIPATION 

l. To set up a company with foreign capital participation, 
its foreign and f1ongc•lian particioants shal 1 submit an applica­
tion and draft of the company's foundation documents to the MPR 
Council of Ministers. A permission authori~ing the establishment 
of the company shall be granted within 60 d~ys up~n the receipt 
of the application. 
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~ Th~ duration term of the company with foreign capital 
pa~ticipation and its extensicn shall be determined in the 
fcundation documents. 

3. Companies with foreign capital participation shall be 
subject to registration with the MPR Ministry of Finance. 

ARTICLE 7 
EXPORT, IMPORT ACTIVITIES AND SUPPLIES 

1. Companies with foreign capital participation shall 
conduct their export, import operations related to their 
activities through/or in cooperation with foreign trade 
organizations of the MPR and/or themselves. 

2. Companies with foreign capital participation shall settle 
their payments in Mongolian tugriks or other mutually agreed 
currencies on the basis of world market or agreed prices when 
buying raw and other materials needed for their activities from 
the domestic market and selling there their products. 

3. Relevant national orQanizations shall render assistance 
to companies with foreign ca~ital participation in procuring 
equipment, raw and other materials necessary for their 
activities. 

ARTICLE 8 
TAX,DUTY,AUD!TING 

1. Companies with foreign capital participation shall pay a 
differentiated tax from their profits reaped in Monaolian tuQriks 
and/or in foreign currency into the MPR budget. However, the-tax 
shall not exceed 40 per cent of the profit. Tax shall be paid in 
the same currency as the profit. 

2. Companies with foreign capital participation may be 
exempted from profit tax in the first three I 3 I years of their 
activities. 

3. A foreign participant shall be exempted from any tax in 
transferring its share of profit abroad. 

4. Goods imported by a company with foreign capital 
participation for its production needs and its export products 
shall be exempted from customs duties. 

5. Companies with foreign capital participation shall 
operate under the supervision of financial organization~ of the 
MPR, unless their foundation documents stipulate oth~rwise. 

6. Companies with foreign capital participation may have an 
account with the State bank of the MPR in Mongolian t~griks 
and/or any other currency. 
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ARTICLE 9 
EXPLOITATION OF NATURAL RESOURCES 

Companies with foreign capital participation in the 
territory of the MPR shall pay fees for the use of land, forest, 
water and other natural resources. They shall guarantee the 
environmental protection in conducting their activities. 

ARTICLE 10 
EMPLOYMENT, SALARIES AND SOCIAL INSURANCE OF EMPLOYEES 

1. Companies with foreign capital participation shall 
recruit engineers, workers and other personnel on the basis of 
contracts. 

2. Employees of companies with foreign capital participation 
shall pay income tax from their salaries and other income in 
accordance with the MPR legisiation. 

3. Foreign employees of companies with foreign capital 
participation may transfer abroad tax-free their salaries and 
c•ther income. 

4. Social insurance of employees of companies with foreign 
capital participation shall be regulated by the MPR legislation, 
unless foundation documents of the company stipulate otherwise. 

ARTICLE 11 
SETTLEMENT OF DISPUTES 

Any dispute that may arise in connection with the activities 
of a company with foreign capital participation between: 

- this company and Mongolian state, cooperative, public 
0raaniz~tions and enterprises; 

- com~anies with foreign capital participation; 
participants of the company; 

this company and Mongolian citizens - shall be settled in 
courts and arbitration bodies of the MPR, unless 
ioundation documents stipulate otherwise. 

ARTICLE 12 
MATERIAL RESPONSIBILITY 

Companies with foreign capital participation shall be 
s•.1bJt-ct t.:. m.=1terial resp•:•n<::·!.biiity fc·r any d'-=.mag.:> t•:> the 
Mongolian State caused by their activities in violation of the 
provisions of the present Law and their foundation documents. 
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RESOLUTION OF THE GREAT 
PEOPLES KHURAL OF THE MPR 

207 

The Government of the MPR resolutes the following: 

1. The Ministry of Trade and Industry is instructed to: 

a. carry out general policy regarding companies with foreign 
capital participation and coordinate its activities; 

b. Follow the principles that urge foreign investors to make 
their first investment to companies with foreign capital 
participation in hard currency. 

c. encourage companies with foreign capital participation 
and ioreign investors to participate in currency 
auctions. 

d. ellaborate and pass a procedure of the establishment and 
activity ot a company with foreign capital participation 
together with ministries and special agencies concerned. 

2. The foreign investment made to the production mentioned 
in the Annex 1 of this Resolution The establishment of a company 
with the initial capital of over 50 million tuoriks or on 100 Z 
foreiqn investment will be determined with tfie consent of MPR's 
Government. 

3. The list of productions and branches where the foreign 
investment is banned or maximum share of a foreign participant is 
limited is approved in the Annex 2 of this Resolution. 

4. The estaolishment of a company with foreign capital 
participation not mentioned in the provisions 2 and 3 of thus 
Resolution shall be decided by the Ministry of Trade and Industry 
on the basis at agreements with the Ministry of National 
Developwent and other organizations concerned. 

5. In order to 
establishment of a 
particular1y, small 
Ministry of Finance 
instructed to found a 
State export income 
G•.:.vernment. 

encourage Mongolian participants in the 
company with foreign capital partiripation, 
scale and medium scale production, the 

and the Ministry of Trade and Industry are 
special fund equal to up to 100 Z of the 

and use it as a credit source of the 

6. ln cor.netion witt1 the ad·:•ption of ttu.s Res 1
: 1 l1..1ti 1

:
1 n, tt"1e 

Resolution No.135 of the MPR's Council of the Ministers is 
considered invalid. 
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Annex 1. 

THE LIST OF PRODUCTIONS WHERE THE CONSENT 
OF MPR's GOVERNMENT IS NECESSARY FOR 
FOREIGN INVESTMENT 

C•f tobacco and alcc•hc•lic drinks; 

of explosives and pc•isnous ~ubstances; 

Prospecting, exploration and research of minet-als and its 
prc•duc t ion. 
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Annex 2. 

THE LIST OF PRODUCTIONS AND BRANCHES WHERE 
FOREIGN INVESTMENT IS BANNED OR THE MAXIMUM 
SHARE OF FOREIGN INVESTMENT IS LIMITED. 

1. Production and branchesd where foreign investment is 
banned: 

- production connected with the State and civil defence 
- telecommunication 
- mass media, newspaper, journals, radio and TV 
- possesion o1 gold and silver mines (if the element is 

main) 

2. Productions and branches where the maximum share of 
foreign investment in charter fund is limited: 

- exploration and producticn of minerals and agricultural 
raw materials ( no more than 49 Z ) 

- national culture and arts C no more than 30 Z ) 

COMMENTARY ON FOREIGN INVESTMENT LAW 
OF THE MPR 

Foreign investment shall be one of the most important 
prerequisites of the successful implementation of the MPR's 
social-economic development policy. 

The major purposes of foreign investment are: 
a. solution of the follouino tasks usinq advanced techniques 

and technology: - -
- production of industrial goods of high technologic2l 

standards; 
- increase of agricultural pYcductlon output; 
- enhanced processing of natural and mineral resources 

and raw materials of agricultural origin and production 
of finished articles; 

- development of economic infrastructure including 
energy supply, roads, transport, comffiunications, etc; 

b. development of to1·rist ir:d•.1stry ci.nd sanat•:•rium: fc·r 
local and foreign tourists, extension of all correspon­
ding services; 

c. training of highly qualified specialists; 

d. improvement of management and organizational set-up; 

e. expansion of research and scientific works. 

DEFINITIONS OF THE LAW 

1. " A foreign participant" shal 1 mean a fore1gn legal body 
participating in investment activity, including industri~l, 
trade, bank, finance, constr•.tction, transp•:.•rt, cc1mmunicatic0n •:•r 
service enterprise or institution, research institutes, priv~te 
or joint-stock company or natural person. 



2. " A Monaolian participant" 5hall mean a state or 
cooperative le~al body or natural person participating in foreign 
investment activity. 

3. Contract establishing an entity witt. foreign capital 
participation I hereinafter "entity"/ and the charter of an 
"entity" shall contain the following clauses: 

- participants's names 
- the name of the entity 
- the location 
- the duration of activity 
- spheres of its activity 
- total amount of the investment, capital contribution by 

each participant and forms of investment 
- rights and obligations of the participants 
- feasibility study 
- other cla1se~ subJect to mutual agreements 

The followino clauses shall be definitely indicated in the 
charter of the en~ity: 

- balance sheet 
- method of profit calculation and distribution 
- terms of terminating the activity and procedure of dissol-

vino the entity 
- man~gement and organi=~tion oi the entity 
- other issues inevitably to arise from the contract and 

further operation of the entity. 

SPHERES OF INVESTMENT 

The MPR gives priority to foreign investment which is in 
full compliance with the guidelines 2nd condition3 stipulated in 
paragraph 2 of Article 3 of the MPR's Foreign lnvestment Law I 
~ereinafter ''law"/. The -foreign capital may be invested in the 
fc•l lowing areas: 

- ~evelopment of aaricultural a~o fcod proouction with the 
aim of improving-fooo ~upply, aiversification of export 
resources, promotion of import substitution, which 
includes: 

- processing and production of meat and meat products 
- producti•:•n of milk and t·elated products 
- processing and s~orage of vegetables and reduction 

of their spoiling and waste 

- production technology with reduced industrial waste with 
its effecti~e utilization in agriculture/in cattle-breed­
ing, plant growing/, wood processing 

- production of consruction materials 
- mining and processing of mineral resources/ coal, 

copper,•:•il, ::inc, m219nes1te. etc./ 

- development of biotech~ological I rnicrob1ological I 
pri:1duc t ion 
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- deveiopment of tourist industry 
- development of veterinary service 
- production of medicines and related products 

expansion of light industry production output with the aim 
of diversification of export resources: 

- wool and cashmere products 
- worsted cloth 
- c lc•thing 
- leather and fur products 
- f•:•otwear 
- carpets 
- pottery and olasswear 
- packaging eq~ipment and materials 
- salvaoe utilization 
- produ~tion of mac~ine spare parts 
- production of industrial equipment, its spare parts 

and components 
- production of electr•:•nic g•:r•::>ds 
- transport and communication 
- solar and wind energy equipment. 

LEGAL GUARANTEES 

1. If provisions of Foreian Investment Law are amended after 
coming into force of the found~tion documents of an entity with 
foreign investment, such an entity can carry out its activity in 
accordance with the foundation documents at its own discretion. 

2. Any participant has rights to transfer, grant into 
inheritance or sell its share in the charter fund to foreion or 
Mongolian participants and to remit abroad the profit gained as e1 
result from such activity. The rights and obligations related to 
the transferred share will be delegated to another participant. 

CHARTER FUND 

Charter fund is a total amount of investmePt contributions 
of foreign and Mongolian participants. 

Required aggregate expenditures to implement the project 
shall be calculated by one or all parties concerned. The 
partiiipants shall determine the total value of investment upon 
the evaluation of these expenditures in mutually agreed currency 
using the current exchange rate. 

On the basis of the total amount of required capital 
investment, the foreion and Monoolian participants shall agree on 
their share in the chirter fund: 

ORGANIZATION AND REGISTRATION Or ENTITIES WITH 
FOREIGN CAPITAL PARTICIPATION 

The application for the investment licence shall be filled 
in~~ copies, in English and in M0:•n90:0 li.:in and sl1c;ll incl•.1de: 

- the participants's narr1es,thcir rc:-spectivi:' riz1tional..1.ties 
and addresses; 
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- the name of the entity, the f0rm of organization, the 
place of its registration, the location and the scope of 
its activity;. 

- the amount of the entity's assets, the capital contribut­
ion by each participant; 

- the manner of after-tax profit distribution and loss 
compensation;· 

- the intended duration of the entity with foreign capital 
participation; 

- organization and composition of the managing bodies: 
- information about foreign participants's financial 

standing; 
- feasibility study. 

In case of an entity with 100 percent foreign capital 
investment there shall be no Mongolian participant. In case oT a 
joint venture there shall be no restrictions on participants' 
share, either maximum or minimum. 

Within two I 2 I months from the receipt of the application 
with the foundation documents the authorised Monqolian body shall 
communicate its decision to tne entity. In case ~f positive 
decision Monoolian authorities shall issue an investment 
licence. If ~o written reply is given within tnis period the 
application for the investment licence shall be considered as 
rejected. 

Dependinq on the importance of the branch or sector of 
investment ana in respect of projects requiring large investments 
and a long period for construction or for recovery of the 
invested capital the duration of an entity with foreign 
investment shall be determined by mutual agreement between the 
participants and stated in the foundation docum~n:s. 

In case of the extension of the duration of the entity, the 
participants shall file an application to this effect with 
Mongolian authorised bodies for consideration and approval, at 
least six I 6 I months prior to the expiry oi the duration of the 
entity. 

The duration of the entity with foreign capital 
tion shall commence from the oate of the investment 
the certificate of registration. 

part i cl. pa -
licence and 

T~e entity with forei9n c~pital partici~ation shall bE 
s•_ibJEC"r t•:• registr.;t1.:•n ... ati1 the l'IPR i·iinist,-y ,_,; >-inancE· .:;,nci ::t-1e 
Ministry of Trade and Industry. 

EXPORT, IMPORT, SUPPLY 

1. Entities with foreign capital particip~tion may conduct 
import and export operations ~ut only in connection with the 
scope of their activity. The entity shall conduct at its own 
di~cretion such activities eith~r itself or through Mongolian 
f·:·reign trade c .. rgani~atic•ns. 
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Goods exported and imported by the entity for its operation 
st.al 1 be free of customs duties. Al 1 other impo:•rted and expc·rted 
products shall be subject to payments of customs duties currently 
in force in the MPR. 

When buying raw and other materials from the domestic market 
and selling its products the entity may do this independently or 
through relevant Mongolian organizatic•ns. 

Payments sha!l be settled in Monaolian tuori~s or in other 
mutually agreed upc•n c•JrYency on the basis of tt.e ci.!rrent ... o0rld 
or agreed prices~ 

The conversion of foreign currencies into Mongolian currency 
and vice-versa for purposes of inve~tment, remittance, transfer 
ot capital abroad and business operations of the entity st1al l be 
effected at the current official excnange rate announced by the 
State Bank of the MPR. 

3. Relevant Monaolian oraanizatic·ns st.all assist entities 
with foreign capital-participition by: 

- providing transport facilities 
- renderin9 the assistance of specialists and specialised 

oroani::ations 
- re~derina communication servi~e 
- facilitating customs procedure etc. 

TAXES, DUTIES. AJDITING 

1. An entity with foreign capit~l participation shall be 
liable to pay a corporate income ta~ on its profits in the 
currency of the earned profit. 

The taxable corporate income shall be net income in a tax­
year after dedyction of all ~osts and expenditures during this 
year. Expenditures shall cover costs of Yaw materials and energy, 
wages, salaries ~nd fringe benefits paid to the per5onnel, 
amortiza~1on of ;ixed assets, :ost~ of insurance of the assets of 
tr1e entity. 

An income tax shall be levied 0n an annual profit of the 
entity with foreign capital participation irrespective of the 
currency and shall not exceed 40 percent of the profit. The taxe 
rate to be levied to the entit/ with foreign investment shall not 
be nigher than tne rate for local ent1t~. Depending on the branch 
of investment, the amount of invested capital, the level of 
profitability, unfavo~rable natural, economic and social 
conditions the entity shall pay a differentiated income taxes. 

2. Ta!:ino into:• acco•Jnt ttre siqn!ficance 1:.f tt1e certain 
branch or sictor of investment, ihe scale of its capital 
investment the entity with foreign capital p~rticipation may be 
e;.;empted from income tax for up t.:• ttrn~e I 3 I '/eilr per·i·:·d 
starting from the first profit-making year. 
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In exceptional cases ~here encouragement of investment is 
needed the tax holiday period may be extended by the Mongolian 
authorities. 

In the event of re-investment of profit the relevant part of 
the profit shall not be taxed. 

There shall be no withholding tax on profits transferred 
abroad by the entity with foreign investment. 

Goods exported and ii:aported by the entity intented for its 
main c•peration shall be exempted fr•:om customs duties. Al 1 other 
imported, exported goods shall be subject to payment of such 
duties. 

The entity with foreign caoital participation shall open its 
account in Monoolian tuariks andi or in any other currency with 
the State Bank-of the MPR or abroad. 

EXPLOITATION OF NATURAL RESOURCES 

An entity with foreign i~v~sted cap1t2l Eh~il be liable to 
take necessary steps for protection of the environment end shall 
pav roalty for -.:tie use of land, entt·ails of tt1e earth, forest, 
wa~er and natural resources in accordance with the laws currently 
in force in the MPR. 

EMPLOYl'IENT, SALARIES AND SOCIAL WELFARE 

Mongolian citizens shall be given priority in the 
?"ecrui tment of engineei'"s, worJ:er·s and ott.er persc•nnel for the 
entity with foreign capital participation. 

Labour relations in such en~ity, including work hou~s. 
holidays, labour protection, labour discipline, ~ages and 
salaries, settlement of labour disputes shall be regulated in 
accordance with the Meonaoliar. leoisl2tion. unless the fc.1Jndation 
documents of the en::ty-st1pu!~t~ otherwise. 

MATERIAL RESPONSIBILITY 

An entity with foreign ~nvestment shall c~rry a material 
responsibility in the event it conducts any activity or commits 
any act which contradicts the terms of t~e MPP's Foreign 
investment Law ~nd its foun~2~:cn do~~men~=-

The liability of the participants shall be limited to the 
amount of their contribution to the charter fund. 
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TAX LAW OF THE MONGOLIAN PEOPLE'S REPUBLIC 

CHAPTER ! 

GENERA~ PROVISIONS 

Article 1. The Purpose of the Law 

The main purpose of the law is to guarantee the social duty 
of enterprises, organizations and individuals involved in all 
forms of ownership to ma~e an equal and fair contribution to the 
MPR's bvdoet - the centralized fund of state's e~onomic and 
social d~velopment, and to regulate relations arising from the 
carrying out of this duty. 

Article 2. Legislation regulating ta~ relations in the MPR 

Relations arisino irorn the payment of taxes /hereinafter 
•-eferred to as "the taxe~"/ shall be regulated by tt-.is law and 
other legal acts issued in conformity witn this law, unless 
international treaties .:•f the t•PR si::ipulate otherwi-::e. 

Article 3. Types of taxes 

The taxation of the MPR shall consist of direct and indirect 
taxes. Direct taxes shall be iffipose~ on the monetary incom~ and 
property of enterprises, organizations and individuals. 

Indirect taxes shall include turnover tax and payments for 
use of land and natural resources. 

The taxes shall be paid in cash or by written order. 

CHAPTER 2 

Personal Income Tax 

Articlr. 4. Taxpayers. 

The citizens of the MPR, foreign residents and 5tateless 
persons in ~he MPR shall pay income taxes, unless legislation and 
international treaties of the MPR stipulate otherwise. 

Article 5. Income and Property to be imposed by taxes 

The taxes shall be imposed on the folloving income and 
properties: 

1. basic and additional salaries ~nd wages, income in kind 
Creco9nized as sal~ryfwaqe), non-cash income, lease, 
rend, services cbta1ned, productivity bonuse~, pensions 
and allowances; 

2. lncome from activ1t1~~ a~d ~ervices rendered to 
enterprises ,or~ani:at10ns 2nd individuals besides the 
ma1 n Job; 
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3. shares received after enterprises and organizations are 
liquidated; 

4. income of self-employed; 

5. author's awards; 

6. income received in foreign currencies; 

7. inheritance in cash and in kind; 

8. income from sale of private livestock and agricultural 
products; 

9. other inlomes except tax exemptions under Article '3 of 
this Law. 

Article 6. Tax Rates 

1. Taxes are levied c•n cnontt.l y !.ncc•me envisaged in Article 5 
<1,6> at the following rate5: 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Monthly income 
( in t•.1gr iks) 

Tax Rates 

- - - - - - - - - - - - - - - - - - - - -

1001-1401) 

1401-1800 

1801-:24(11) 

2401-3000 

3001 -40•)0 

4001-5000 

5001-6000 

6001 -81)1)1) 

Qr)!)::. -11)(1-)1) 

10001-12000 

12001- above 

12.66 t9ks plus 2.4I of the amount of income 
~xceeding 1000 tugrik~ 

22.26 tgks plus 2.6% -·· - 1"1(1(1 tgks 

1 BOO 32.66 tg~s p!us :::.71 -··-
48.86 tgks pllJS 2.'3: -··- 2400 tgks 

f.6. 26 tgks ::ilus 3.5 ! -··- 3000 tgks 

lOi. 26 tgH: :J l 'J'.~ 5. tJ~! II 4(11)(1 tgks 

151.26 tg•~s pl •J:; 10.0 % -··- 5000 tgks 

251.:?6 tgks pl•JS 20.0Z -·· - 6000 tgks 

E.5 J. • :::t. tgks P! IJ~ 3;J. ·> i; -··- 80<)0 tgks 

1251. 26 tg~s pllJS 41). I) ., _,, _ 10000 tgks ,. 

2051.26 pl•JS 5(1. 04 -·· - 12000 tgks 

- - - - - - - -- - - - - - - - - - - -
Note: 1. The tax ra~e per mon~h sho1Jld not exceed 46 per 

cent of the ~ota! income. 

2. According to the pro~1s1ons 2-5; 7-9 of Article 5, 
the incomP •Jp to 1000 t1Jgr iks shal be taxed at tt"1e 
rate given in provision 1 of this Article. 
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Awards for scientific. liter~ry ~nd art work e~timated ep to 
3000 tugriks shall be ta~ed at tne rate given in provision 2 of 
this Article, awards up to 60000 tugriks - at the rate of 3 per 
cent, awards estimated e:t i,f11)(11 c-nd ab•:•ve shall ~e ta~-?d at ti-.e 
rate of 5 per cent. 

Article 7. Income from Self-employment or Contract work 
services 

Income received from tne contract wor~ and services executed 
by families or groups at enterprises and organizations, income 
from the contract work executed by individuals accordino to the 
Civil Code shall be devided by tne number of person5 involved in 
the contract and the number cf months with the ai~ to determine 
the monthly income per pers·:•n wicii s~1all be taxed ~t tt"1e r~.te 
Qiven in provision 1 of Article 6 with final tax set~lement to be 
aone at the termination of che contract. 

The procedure ot taxation of self-employment ~ncome or otner 
in~omes which are difficult to calculate, shall be defined by the· 
MPR Government. 

Article 8. Income Tax of Mongolian citizens Employed Abroad. 

Income tax of Monooli~n citizens employed abro~d and 
receivino their salaries tiom the MPR shall be determined by the 
MPR G·.:-vernment. 

Article 9. Tax-free Incomes 

The followina categories of income shall be exempted f~om 
personal income ta~: 

1. monthly b~3it ~ne c~~~~i0~~! s~l~r~~s an1 v29~s, income 
in kind lrecognised a5 salary, wagei; income received 
from self-employment~ work and services under contract; 
pensions and allouan~e~ up to 1000 tu9rits; 

·""".'• wage5 ~nd inc~me of ~:~:·bled persons of 5fG~P 
2 for being blina. c0. ~ ~nd dumb; 

~hildren allow~ncRs 2n~ otners , ex~ept of ca~es of 
temporary disabi!~ti• ~~egnancy and after-birth; 

4. all one-time ~wards ~·.c2~t 0f productivity bonuses; 

5. income from sales of oroducts of private holdings for the 
~tate 2nd local ce~tr2l1:~d procurement; 

6. recompence for bodily in;uries and health d~mages 
inc•Jrred to citizens d•.:Jin·;; t11eir wc•rlq 

7. compensations for dama9es from insurance agencies to 
citizens ; 

9. gifts and money presents; 



10. travel expenses and daily ailcwances; 

11. money and in-kind donations for humanitarian charity 
funds of nation's and social significance. 

CHAPTER 3 

TAXATION OF ENTERPRISES AND ORGANIZATIONS 

Article 10. Taxpayers 

All enterprises and organiz~~ions, notwithst~nding the form 
of their owners:1ip, st1ail be the te~.::puyers. 

Article 11. Taxable Income 

1. The ta~ahle income of t~e taxpayers shall be the amount 
remaininQ from the qross income aT~~r ~he costs of raw ma~erials, 
basic ci.nd auxiliary - matet· ia!s. ~en11-processed products, energy, 
fuel, packaging, spare parts, steam and uater, transport 
expenses, outside work and services, social security, payments 
for us~ of land and natural resourc2s have been deducted. 

~ The ~urnover ~axes ~hail be 
alcohol, vine, tobacco, j€welie~v ~ade 
precious metals ano stones. 

levied on sale of spirit, 
o;i t of g•:•ld, silver, 

Article 12. Tax Rat2s 

1. Annual income of enterpri£es and organizations shall be 
tC1xed at the following rates: 

0-1 (tc)(l(l(l(l 

1(101)(11)1 -51)0i)l)(10 

5000~)1-10000000 

10000001-20000000 

20000001-30u0000U 

BZ 

81).1) t~.•=••.1sand tgl:s plu~ 15 i. of 
t:l1<: .,,..,,.:;.,_int e:·:ceeaing 1 millic•n tgks 

680.0 tt1co1Jsand tgks p!•JS 22 % -"-
5 min tgks 

1780.0 thi:••.1sand tgl::s pl•JS 30 7. 
1<.I mln tgks 

o.J/8(1. (I tt1ousand tgks pl •JS 38 7. 
.,21.) rul n tgks 

_ .. _ 

_ .. _ 

8590.0 thousand tgks plusA6 % -"-
31) m~n ·,;gi~s 

Note: 1. In order to ensure equal economic conditions and 
balanced devek•pment tlii2' · inc·:·m~ •:if enterprises and 
organizations wich own the state property could be 
taxed at the rate increased by 20 units the above 
level by the MPR Government's coordination decision 



C.'O Tax Law 

2. Enter~rises wit~ iorei~n capital participation 
shall be taxed ~s above. Nevertheless, the income 
taxes shall not exceed 40 % of their profit. 

3. Turnover taxes and taxes for use of land and 
natural resources will ~e se~ by the MPR 
G·::>vernment. 

Article 13. Tax Rebates. 

1. Taxable income shall be reduced by: 

a. up to 60 Z of the amount of the taxpayers's own 
c.api tal and 1 ong:~er•ll ban:: c r-edi t p::::.·:.:mei1-::: wi Ci• ha ... e 
~een invested durin~ t~2 respec~ive year for 
production of hig~l~ ef~icient new products, 
designing, testing and introduction i~to production of 
advanced techniques and technologies, and for training 
of specialist; 

b. the amount ~pent on ensuri~g ~he ecological balance; 

c. contributio~s to hvm~n~tarian charity funds of 
nation's and soci~l significance. 

2. The taxes could be reduced by the following percentage: 

a. ta~es imposed on the income of agricultural 
enterprises - up to 60 Z; 

b. taxes imposed on meat, milk, flour, bread 
m~nuf~cturers - up to 60 %; 

c. taxe~ imposed on enterprises and organizations with 
disabled employees - by the percentage of disabled on 
the payroll; 

d. t~:·~s iw~~sed on small-sca:e enterprises considered 
as such by the MPR 1~9Lslat1on for 2 year from the 
commenceme~t of production and services - up to 50 Z. 

3. The Ministry of Finance and the executive administrations 
of the local People's Khural shall have the right to r~duce the 
ta~es in compli~nce with thiE Article. 

CHAPTER 4 

TAX PAYMENT 

Article 14. Tax payment procedure 

Enterprises, organizations and individuals shall pay income 
taxes to the appropriate budget 3nd suomit a report at least 
twice per month. 
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--- --- ---- -- ------ ·---------

The MPR Government wi!l dec~Ve the distribution of income 
I profits/ taxes imposed on entities with foreign capital 
participation and on· the state enterprises and org6nizations to 
the state and local budgets. 

Self-employed persons an~ c~t1zens with additional income on 
a nc•n-per-manent basis sha:i. l pay thei,.. income taxes qua.rter-1 y to a 
local budget. The annual ~ncome t~~ payment sh2ll be made on the 
basis of income-tax definition form. 

Article 15. Rights And Duties Of Taxpayers 

1. Ta>-;payer5 shal ! t.c-ve tr.~ -f,_,.:_ >:•· .. '.H1g ri9hts: 

a. to en;oy tax r~bstes ~~~ eYemptions according to this 
l c't'""; 

b. to male a comp~2in-:: t•: -3c,-.-,lni-=·tt-2i:ivE· b·:-dies .Otnd 
co~rts, should ~he ta·~~ imn~~ed be considered 
groudless. 

The· complaint shall not be d r~~son for no11-payment of the 
tci:.{eS. 

P.o.yment o·r the t2~'e5 c·:·i_•_}.j to:::· ~":=:;'er,ded th' the decision •:•f ~­
c0urt investi~at~ng thi5 c0m~la1nt. 

2. Taxpayers shall have the following duties: 

a. the enterprises and orQ~nizations snould send the 
~hedule of monthly aPd q~2rterly t~x p~yments to the 
state 2nd locsl bud0~t~ for the c0~in0 fiscal year to 
the aJpropri2te iinanr1c:l orqani:atior-s 2 months in 
adva ce at the end of the fi~c2l year: self-employed 
persons should senc tte income-tax CEfinition form 
which defines the c.:.lcui~tion of taxes to the local 
budget, to the f1n2nc:i2·1 •:•tgcini:::i"·.ti•:•r.~ 1o.'ltt1in 21 d.:..ys 
aft€·r the fisccil y.o,="r bz 0:;1:-i::; 

b. to report one's o~n ;nco~e truthfully and pay the 
taxes within the pYe~cr1bed time limit, to pr"ovide the 
financial org2.niz.:.tj.:0n •,•.ith tt.e c.:•rl'Esp.:1 r1ding repo:•rts; 

c. to inform the ~pprnpr~ate 1in~nci.al 0r9~Gi:et1ons 
about tr:e reasons .;.nd cc-lc•_•l.:.~;i•:•n ·:d' tc:> ;-et-i.:1tes to be 
made; 

d. to tcikE· immecliati;- me<:~<:•.'YC~» 1'c·r c•:•rri:·cti•:•n!'" •:•f 
infrinqements and defici~~c1es revealed by the tax 
controi agencies. 

Article 16. Tax Control 

The ta ~,; c ·=· n t r o 1 w i 1 l b C? -:: <• ·r ·r H· d ·=· u t by t I · e MP R M i n l. s t r y of 
FinC1nce I state. ta.,; agency/ Anc e:,12u1rjve adrrj.nj.'.::tr.at,io:•n5 •:•f the 
local People's Khural. The Ch~rter of the State Tax Agency will 
ba approved by the MPR Government. 



Article 17. The pena!ties tor Taxpayers 

The following penalties shall ~E ~orne by the State Tax 
Agency for the violation ct the td~ le~islation: 

1. shc••.ald tne taxai::J!e i_n.;._.:.'~· ~e r"'~duced intentionally or 
hidden, the tax p~yme~~ ~na:i ~e re~ouered and a fine 
equal to it shall c~ ~~~~~2d; 

2. for eacn day oft~~ ~=jm~~~ =~~av. 1 ! of the tax not 
paid completely, ~~:- ~~ ~ai~ ~s ~ forfeit; 

3.- the taxpayers, \W!°I·=· :JO:, .-,_.:_ 7zcr- the crimin:1l responsi­
bility for bein~ se!f-2m~l~ve~ in production and services 
banneo by tt.e l"!f:f.: le~i::: ~.: ! .:i..:or.. wi 11 be i ined from 700 tc• 
lOOv tuoriks with t;-,~ c .. -,'!'isc.ation of mee.ns C•f production 
and ser~ices anci th~ ~~=~ffi~ r~ceived; 

4. snc•ulci the ta.7-~u'ic?i'-~ .:•S: eno;;=::;el.' in producti•:•n and 
services not banneb ~Y the MPR legislation, without 
appropriate licence, ~hEy shall be fined from 500 to 800 
tugriks with the conf1sc~ti0~ cf income received; 

5. th•:•se, wtreo e·~·ade pa·,,~~,~, -rh~· t.:-~:es enc• f ir:es, shal 1 bt. 
fined f Yom 50<) ~·=· l •: .. :..:. ;- :. , ;;-- 1· i k:;. 



ANNEXD 
THE APPROVED AND/OR OPERATIONAL 
TECHNICAL COOPERATION PROJECTS 

OFUNIDO 



94 The ApprOl•ed and/or Operational Technical Cooperation Projects of UN/DO 

Backstopping 
Project Number Responsibility All.Ace.Code Project Title 

DP/MON/88/008* 10/T/MET 

SI/MON/90/801 IO/TIENG 

US/MON/91/105 IO/T/CHEM 

DP/MON/86/002* 10/T/CHEM 

Jl3207 

Jl3318 

Jl3422 

Jl3428 

Establishment of a mineral 
processing technological centre of 
mining industry 

Iuunediate technical assistance 
in laboratory tests for adopting a 
wind generator type for pilot 
production 

Preparatory assistance for the 
industrial extraction of indigenous 
medicinal plants and production of 
plant derived pharmaceuticals 

Establishment of a mineral pigments 
facility in Ulaanbaatar 
(continuation of DP/MON/82/005) 

-------------~----~ * Large-scale project (= total allotment $150,000 or above) 
** Total allotment iLmiJlj_Ql}_Q_r~povfl 
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SINCE 1988 

NON-SALES PUBLICA TIONS!J 

Ubttia: Resource-based industrialu.ation and 
rehabilitation 

Qatar: Toward, industrial di\'ersification of an 
oil-based economy 

Nepal: lndustriali7.arion. inremational linkages 
and basic needs 

Kenya: Sustaining industrial growth through 
restructuring anJ integration 
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prn.-ati7.ation and foreign in\'estment 

Nigeria: Industrial restructuring through policy reform 

Djibouti: Economic diversification through 
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Bangladesh: Strengthening the indigenous base for industrial 
growth 

Mauritania: Industrial reorientation and rejuvenation 
People's Democratic Republic or Yemen: 

Enhancing indu.'itrial productive capacity 
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Diversifying the industrial base 
lbe Sudan: Towards indu.-;trial revitali7.ation 

Cameroon: 
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Vid Nam: 
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Uganda: 

Utbuanla: 
Mongolia: 

Coping with reduced oil re\'cnue 
Second Investment Forum for the Pro:notion of 
Foreign Investment 
(Sales Publications forthcoming in 1991) 
Industrial de\'clopment at Independence 
Economic reconstruction and rehabilitation 

Industrial policy reform and international 
co-operation 
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Industrial Dn-rlopment Rniew Series Issues Since 1988 q7 

SALES PUBLICATIONS - Basil Bla~ll Publisbtts. Oxton¥/ 

India: 
Pakistan: 

Mala15ia: 
Poland: 
China: 

lbailand: 
Cz:rcboslovakia: 

Hungary: 

New dimensions or indus1rial gro\\1h 
Toward" industrial lihcraliTation and rc,1tali1ation 

Sustaining the indu...,trial in,-estment momentum 
Managing the transition to a market economy 
Towards sustainable industrial gro\\1h 

Coping with the strains of success 
lndu..<;trial transformation and regeneration 

Progressing towards a market economy 

---ooOoo---

SALE.~ PUBLICATIONS - Tht Economist lntdligenc:e Unit fEIU)V 

lndonnia: 
Mexico: 

Industrial growth and diversification 
(Forthcoming. 1993) 

A~;11lahlc al:«> 1n l'rcnch. 
Rcs1nc1cd. 

1990 
llJQO 

1991 
1991 
19QI 

IQ92 
1Q92 

1993 

1993 
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