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1. INTRODUCTION

The objective of the research:

e To conduct research on

— 1mpact of trade-related capacity building activities
— for SMEs 1in Mongolia

— using mixed and sequential methods
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MONGOLIA: COUNTRY INTRODUCTION

Population: 3.2 million . Pt "”7 __
Territory: 1.5 million Sq. Km | |
Capital city: Ulaanbaatar -

(1.2 mil. people) b foliini e

Copyright ©@ Ontheworldmap.com

The main economic sectors: Mining, Agriculture, wholesale & trade
GDP per person in 2018: 4,092 USD,
Economic growth 6.9%

Agriculture:
— Number of livestock in 2018: 66.5 million heads
— Sown area in 2018: 507 thousand hectare



SMEs in MONGOLIA

Legal
environment

Scope and
Employment

The role in
economy

Priority
products
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* The SME law of Mongolia approved year: 2007
* The law supported to set up policies for
- SME development and general measures to promote SMEs
- in order to ensure economic development and poverty
reduction.

- Number of SMEs : 56 thousand
- Number of jobs created: more than 400 thousand
people

- Contribution to GDP: 40%
- Contribution to the State Budget by taxes: 2%

- The main export products (excluding mining) of
SMEs: Cashmere and Meat

Source: Government of the Mongolia, 2016 5



SMEs in MONGOLIA

TYPES OF ENTITIES IN MONGOLIA IN 2017

>50 workers

20-49 workers 304

5%

10-19 workers
8%

<10 workers
84%

3/20/2019 Source: NSO of the Mongolia (2018)



SMEs in MONGOLIA

SME classification by division and their shares

Other community, social and personal services B 2
Health and social work W 2
Education 1 1
Real estate, renting and other business. . I 11
Financial services B 1
Transport, storage and communications Hl 5
Hotels and restaurants W 3
Wholesale and refail trade, repair of motor. . IEEE———————N 17 g o
Construction I 10
Electricity, gas and water supply = 0
Manufacturing HEEE 9
Mining and quarrying B 1
Agriculture, foresty, fishery and hunting R 7

SME by division

0 20 40 60
Shares in total

3/20/2019 Source: NSO of the Mongolia, 2018



2. LITERATURE REVIEW-1

Impact of capacity building activities on SMES’
performance

- The relationship between capacity building and performances of
SMEs remains uncertain (Sels et. al. 2006).
- SMEs differ by:
- business profitability,
- life span,
- sales volumes and
- 1nfrastructure (Kieser and Ebers 2006).
- Capacity building would support the good performance of SMEs
(Anne C. Mbatha 2010).

3/20/2019 8




2. LITERATURE REVIEW-2

The role of SMESs in poverty reduction

- SMEs are the “engine of economic growth and poverty reduction”
for the developing countries (Advani, 1997, & Beck et al., 2004).
- Poverty reduction can be achieved by developing the SMEs
(Cook and Nixon, 2000).
- Job creation in SME:s 1s low-cost,
- Because they are more labor intensive than the larger firms

(Leidholm and Mead, 1987, & Schmitz, 1995).
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2. LITERATURE REVIEW-3

Impact of trade on social and economic development

- Trade 1s a source of wealth generation and poverty reduction.
- Increasing export enables the SME to grow and sustain in the long run.
- Mostly to the low-income countries with small domestic markets

(Kate Higgins and Susan Prowse, 2010).
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3. METHOD-1

The Methodological Framework

3 Households Welfare
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3/20/2019 Source: Nguyen (2018)
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3. RCA method

* Revealed comparative advantage (RCA) approach was applied (Balassa 1965).

* The normalized dependent variable of the RCA index can be interpreted directly as
— A measure of the relative trading position of the country.
— The RCA index measures normalized export shares in, with respect to the

exports of the same industry in a group of reference countries.

Eij / Ei where:

EX nj / E n - Exports of j products of country i
- Total export of country i

- Exports of j products of the world
- Total export of the world

RCA index =

* [fRCA index > 1, then the commodity of the country has “comparative advantage”;
* IfRCA index < 1, then the commodity of the country has “comparative disadvantage”.

3/20/2019 12



4. RESULTS

- o sy -

Export of Agricultural Producfs in Mongolid; 2015 %%
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4. RESULTS: RCA by Products Exported of Mongolia

Product Label RCAIj
Code
Long name Short name 2011 2012 2013 2014 2015
51 WOOL, ANIMAL HAIR,_H(_)R_SEH;AII_R lAB'iA_NE F_AERLC_ o e e
5102 |Fine or coarse animal hair, not carded or combed i Cashmere 2127.8 25754 2 833.9 2293.2 2404.4
5101 |Wool, not carded or combed Wool 6.4 5.2 3.1 7.9 11.8
5111 |Woven fabrics of carded wool or of carded fine animal hair Woven fabrig 1.9 3.8 8.9 4.1 7.5
5105|Wool & fine or coarse animal hair, carded or combed Wool & hair 89.8 98.7 117.6 95.7 3.8
5103 |Waste of wool Waste wool 6.9 1.9 3.3 2.0 1.5
61 ARTICLES OF APPAREL, ACCESSORIES, KNIT OR CROCHET
6117 [Clothing access nes, knitted/croch Clothing knift 3.6 6.4 4.7 4.6 3.1
41 RAW HIDES AND SKINS (OTHER THAN FURSKINS) AND LEATHER
4104 I?géz&:tggr of bovine/equine animal, other than leather of hd Bovine leath 58 40 36 34 59
4106 |Goat/kid skin leather, other than leather of hd no 41.08/41.09 Goat skin 43.3 31.6 48.3 87.4 46.5
4105(Sheep/lamb skin leather, other than leather of hd no 4108/4109 |Sheep skin 144.6 144 .9 137.2 84.0 46.7
5 PRODUCTS OF ANIMAL ORIGIN, NES
504 |Guts, bladders and stomachs of animals other than fish Intestine 9.9 9.4 11.1 5.3 10.8
507 |lvory, whalebone etc., unworked Other anima 6.4 7.2 5.4 4.4 10.2
2 MEAT AND EDIBLE MEATOFFAL, _ o e e m
205|Meat of horses, asses or mules - fresh, chilled or frozen .l Horse meat 58.6 35.8 70.5 34.6 64.1
3/20/2019 Source: Computed results based on ITC data, http://www.intracen.Ong/




4. RESULTS: Export of Agricultural competitive products
in Mongolia (million USD)
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4. RESULTS: Meat Export in Mongolia (Ton)
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3/20/2015 Source: Custom statistics 2017 and Ministry of Food, Agriculture and Light Industry of the Mongolia, 2018
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Authorized Export of Meat in Mongolia 2015 /tons/

Name of plant Scale Beel Horsemeat | Goat meat Totd]
Datkhan meat foods Largs 116 613 18369
[ T\[2kh mpex Large 160 160
Mizkh export Large 24! LY,

ANDM [ SMET [ 20 | 0 | Y
[ on Tuva SME 100 200 100 400
Bum Nomm SME 200 200
sooton SME 100 20 34l
EDGS sME 120 120
Tota] 1676 0 100 4031

* Note: 56% for Large and 44% for SMEs

3/20/2019

Source: Ministry of Food, Agriculture and Light Industry of the Mongolia, 2018
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4. RESULTS: Government Policy

Number of veterinary sanitation documents for exporting livestock
and livestock products, by countries

Ne Country name Total N2 Country name Total N2 Country name Total

1 [Russia 8 |[10|South Korea 2 |19|lran 1
2 |China 29 |11 |Kuwait 1 |20|Kirgiz 1
3 |Kazakhstan 1 |12|Turkey 1 |21{Japan 2
4 |Ukraine 1 |13 |Paraguay 1 |22]|France 2
5 |Egypt 1 |14 |Belarus 1 |[23|Hungary 1
6 |Qatar 1 |15|Czech 2 |24|Canada 10
7 |Vietnam 3 |16|Australia 4 |25|Norway 1
8 |Tajikistan 1 |17 |Slovak 1 |26|England 1
9 |North Korea 1 |18 |Germany 1 |27 |Netherland 1

3/20/2019 Source: Ministry of Food, Agriculture and Light Industry of the Mongolia, 2018 18



Challenges to Meat Export

 2nd highest ranked export product of
SMESs 1s meat
(excluding mining products)
* The main rural livelihood source is
SR livestock in Mongolia.
=N 49 * Livestock sector (2017):
1\ — 10.3% of GDP
— 29.1% of total employees
— 19.2% of total households 1s herder

households
— 73.8% of total territory is agricultural land




Continue

* Number of livestock reached to 66.5 million in 2018 (RECORD)

« However, number of livestock 1s above the sustainable level and
— Its composition by livestock types is unsustainable (SDC, 2015).

* A majority of livestock is located in the central region,

— where its main potential markets situate at the biggest urbanized areas
— such as Ulaanbaatar, Darkhan and Erdenet.

— However, the pastureland degradation is increasing




Livestock number and production
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Density of Livestock Population in Mongolia (2016)
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Continue

* Traditionally, livestock sector intends for “Extensive
production”

— Increasing the number of livestock,

— But not focusing on improving productivity per head

* Value added per head of livestock was

— MNT 37.5 thousand MNT or 1500 USD in 1989,

 but it did not almost change in 2014 or even reduced (The Bank of Mongolia,
2016).

— Life weight decrease: Sheep by 1-2 kg, Cattle by 30 kg (2004-2014)
— Carcasses weight of small animals decreased by 13.9% (1990-2016)




Reduction of the livestock productivity could be
explained by:

— Environmental: pastureland degradation, dryness,
desertification, shrinking of water sources, climate change

— Behavioral: Increase of livestock loss, miscarriage due to animal
diseases, and unorganized breeding practices, and lessening
mobility

— Institutional/policies: Meat export 1s limited, hence slaughter
rate 1s low. The critical criteria for Mongolian meat export 1s
spread of animal diseases.

— Coverage of Extension Services: LOW, and herders have
minimal understanding,
(Ganzorig and Erdenechuluun, 2018)




Issue of Animal Health-1

The limited or low level of meat export also caused by

— Herders’ decisions not to slaughter the livestock at young ages
for meat production,

— Which resulted in increasing number of livestock.
* The most critical factor for limiting the meat export 1s

— the spread of animal diseases;

— because 1nternational hygienic standards could not be met.

,/./ |

brucellosis

Foot & Mouth
3/20/2019 Disease
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Issue of Animal Health-2

* Importer countries require

— livestock traceability to 1dentify 1f meat originated from disease-
free zones.

— This hinders MEAT EXPORT in Mongolia

* The risk of spreading livestock diseases has been
increased

— due to the higher livestock density caused by the increase in the
number of livestock, and

— Reduced livestock mobility or migrations



5. CONCLUSION-1: SMEs and Meat Export

* None of current literatures were specifically focused on trade
and export of SMEs in Mongolia
* Livestock sector was selected as the second promising sector
for export and
— Home of the most of SMEs 1n Mongolia
* The most promising export-oriented SMEs in Mongolia are the
processed animal-based products including meat
* The SMEs:
— The most SMEs have limited financial and human
resources,
— especially 1n the area of export marketing skills.
— The companies also have very limited links to trade with
overseas companies.

3/20/2019 27



5. CONCLUSION-2: Issues

 Public sector officials are bureaucratic and
— rarely business-oriented, and

— officials lack an understanding on what 1s required to
enhance export competitiveness.

* The 1nnovation, technology transfer and ITC
proposals should be fully supported, in order to

— to establish an effective trade promotion framework in
Mongolia,

— based on the country’s priorities in the trade sector,.



S. CONCLUSION-3: Challenges

* Challenges of meat export in Mongolia
— Not being able to control the diseases
— Low level of fulfillment of sanitation and hygiene standards

— Low level of meat quality control at slaughter houses and
processing plants

— Slaughtering, storage and transportation of meat is not traceable

— Breeding 1s done not properly by herders
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