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Preface 

The primary goal of the ILO is to contribute, with member States, to achieve full and 

productive employment and decent work for all, including women and young people, a goal 

embedded in the ILO Declaration 2008 on Social Justice for a Fair Globalization,
1
 and 

which has now been widely adopted by the international community. 

In order to support member States and the social partners to reach the goal, the ILO 

pursues a Decent Work Agenda which comprises four interrelated areas: Respect for 

fundamental worker‘s rights and international labour standards, employment promotion, 

social protection and social dialogue. Explanations of this integrated approach and related 

challenges are contained in a number of key documents: in those explaining and elaborating 

the concept of decent work,
2
 in the Employment Policy Convention, 1964 (No. 122), and in 

the Global Employment Agenda. 

The Global Employment Agenda was developed by the ILO through tripartite 

consensus of its Governing Body‘s Employment and Social Policy Committee. Since its 

adoption in 2003 it has been further articulated and made more operational and today it 

constitutes the basic framework through which the ILO pursues the objective of placing 

employment at the centre of economic and social policies.
3
 

The Employment Sector is fully engaged in the implementation of the Global 

Employment Agenda, and is doing so through a large range of technical support and 

capacity building activities, advisory services and policy research. As part of its research 

and publications programme, the Employment Sector promotes knowledge-generation 

around key policy issues and topics conforming to the core elements of the Global 

Employment Agenda and the Decent Work Agenda. The Sector‘s publications consist of 

books, monographs, working papers, employment reports and policy briefs.
4
 

The Employment Working Papers series is designed to disseminate the main findings 

of research initiatives undertaken by the various departments and programmes of the 

Sector. The working papers are intended to encourage exchange of ideas and to stimulate 

debate. The views expressed are the responsibility of the author(s) and do not necessarily 

represent those of the ILO. 

  

                                                      

1
 See http://www.ilo.org/public/english/bureau/dgo/download/dg_announce_en.pdf 

2
 See the successive Reports of the Director-General to the International Labour Conference: Decent 

work (1999); Reducing the decent work deficit: A global challenge (2001); Working out of poverty 

(2003). 

3
 See http://www.ilo.org/gea. And in particular: Implementing the Global Employment Agenda: 

Employment strategies in support of decent work, “Vision” document, ILO, 2006. 

4
 See http://www.ilo.org/employment. 

 José Manuel Salazar-Xirinachs 

Executive Director 

Employment Sector 
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Foreword 

High rates of GDP growth, yet little to show for it in terms of productive employment 

and poverty reduction has characterised the Mongolian economy over the past decade. The 

failure of economic growth to translate into more and better jobs and to bring any 

significant benefits to the large number of Mongolians who still live in poverty provide the 

backdrop and raison d‟être for the present study. The study explores the challenges of 

achieving inclusive and job-rich growth in a resource-rich country. Indeed, the main 

challenge ahead, as Mongolia braces itself for double digit growth based on the exploitation 

of the country‘s mineral wealth, is arguably to shift the development path from one based 

on natural resources to one based on and driven by human resources. This in its turn calls 

for a focus on productive employment and decent work at the heart of development 

planning. 

The need for a visionary development strategy and for a forceful role of government in 

shaping development in order to achieve such a break of the development trajectory is 

clearly recognised by the Mongolian government, social partners and society at large. It has 

inter alia been reflected in the organisation of a large National Employment Conference in 

2010 and in the declaration of 2011 as the Year of Employment Promotion by the 

Government. Mongolia is also a forefront country in the implementation of the Global Jobs 

Pact 

The present study was undertaken following a request by the Ministry of Social 

Welfare and Labour and the social partners in Mongolia, who also contributed generously 

with comments and insights in the course of the work. It is our hope that it will prove useful 

to our Mongolian partners in their endeavours to promote the achievement of productive 

employment and decent work for all in Mongolia. 

 

 Duncan Campbell 

Director for Policy Planning 

Employment Sector 

 

 

  



vi 

 

  



vii 

 

 

Acknowledgements 

A precursor to the present study entitled ‗Constraints and challenges for achieving 

inclusive job-rich growth in Mongolia: Initial diagnostic‘ was undertaken in late 2009 and 

presented and discussed with representatives of Government and social partners in 

Ulaanbaatar in 2010. Following a request from the Ministry of Social Welfare and Labour, 

a revised and abridged version of the study was prepared and presented as input into the 

National Employment Conference in Ulaanbaatar, October 14, 2010.  

The present study draws extensively on this previous work. It has been expanded and 

updated to include lessons from the recent economic crisis as well as from the period 

preceding the crisis and to provide a stronger focus on the challenges ahead and the broad 

policy conclusions that can be derived from these challenges. 

The work has greatly benefitted from comments and discussions with representatives 

of Government and the social partners in Mongolia and with colleagues within the ILO. 

The support and constructive advice of H.E. Mrs. Tugsjargal Gandhi, Minister for Social 

Welfare and Labour, State Secretary Mr. Urgamal Byambasuren and Directors Mrs. Nyam 

Ayush and Mrs. Tumur-Ochir Enkhtuya at the Ministry of Social Welfare and Labour, Mr. 

Chuluuntseren Otgochuluu, former advisor to the President of Mongolia, Mr. Sainkhuu 

Ganbaatar, President of the Confederation of Mongolian Trade Unions and Mr. Kh. 

Ganbaatar, Vice president of the Mongolian Employers‘ Federation deserves particular 

mention and recognition, as does the qualified research provided by Shagun Khare, 

Miranda Kwong and Leyla Shamchiyeva who supported the publication of the paper. The 

author bears the full responsibility for any remaining inadequacies and shortcomings. 

  



viii 

 

  



ix 

 

 

Contents 

Page 

Preface ....................................................................................................................................................... iii 

Foreword .................................................................................................................................................... v 

Acknowledgements .................................................................................................................................. vii 

Executive Summary ................................................................................................................................. 11 

1. The Dynamics of the Economy, Employment and Poverty ............................................................. 15 

1.1 A painful economic and social transformation in the 1990s .................................................... 15 

1.2 Rapid but unbalanced growth (2003-2008) .............................................................................. 17 

Economic growth was not inclusive... .............................................................................................. 21 

..and poverty remained high ............................................................................................................. 22 

1.3 The global financial and economic crisis ................................................................................. 25 

Pro-cyclical macroeconomic policies accentuated the crisis. ........................................................... 25 

1.4 Post-crisis developments .......................................................................................................... 27 

2. The employment challenge .............................................................................................................. 28 

2.1 The need to make growth more broad based both sector-wise and regionally ......................... 31 

2.2 The challenge of enhancing competitiveness ........................................................................... 32 

Putting competitiveness and productive employment at the heart of macroeconomic policies ....... 33 

Creating a more enabling business environment .............................................................................. 33 

Human resources development......................................................................................................... 35 

2.3 The challenge of making growth inclusive .............................................................................. 36 

3. Towards an employment-centered strategy for productive transformation ...................................... 39 

References ................................................................................................................................................ 43 

Appendix .................................................................................................................................................. 46 

 

 



10 

 

  



11 

 

 

Executive Summary 

Following a turbulent decade of painful economic and social transformation, the 

Mongolian economy grew at an unprecedented rate from 2002 until the onslaught of the 

economic crisis in 2009. However, the high economic growth in the past decade did not 

result in sufficient creation of new jobs and did not result in any significant decrease of 

poverty. Although, the economy grew by 65 per cent between 2002 and 2008, employment 

increased by no more than about 100,000, that is less than 11 per cent, which was much less 

than was needed.  

This pattern of rapid economic growth, but little growth in employment, can largely be 

explained by the sector composition of growth. Growth was primarily driven by a very 

rapid increase of revenues from mining and, to a lesser extent, by a recovery of agriculture 

after three devastating winters 1999-2001. The mining sector accounted for a mere 11 per 

cent of GDP in 2002, but for more than 26 per cent of the total GDP growth between 2003 

and 2007. Yet, by 2007 mining still only employed some 44,000 people.  

The most worrying aspect of the pattern of growth has perhaps been the lack of 

reconstruction of the manufacturing sector. Manufacturing accounted for less than 3 per 

cent of the GDP growth between 2003 and 2007, while employment in this sector 

continued to fall. Thus, by default, some of the service sectors – in particular trade, hotel 

and restaurants - became the main source of new jobs. However, the growth of production 

in these service sectors was much slower than the growth of employment, implying that 

employment growth took place at the expense of labour productivity. 

It may be concluded that there was a severe sector imbalance between economic and 

employment growth. The economic growth resulted in little new employment and where 

jobs did increase, it was often at the expense of productivity. 

Mongolia was hard hit by the global financial and economic crisis in 2009. Value 

added in sectors such as construction and trade fell dramatically, resulting in overall decline 

of GDP by 1.3 per cent in 2009. A dramatic fall in copper prices and in revenues from 

mining resulted in a fiscal crisis and forced the Government to seek emergency assistance 

from the IMF. However, the economy recovered swiftly as copper prices began to increase 

in the latter half of 2009 and robust growth was resumed in 2010. The years to come will 

offer both opportunities and great challenges. Economic growth is expected to increase to 

record levels in the coming years as a couple of new large mines are opened up. A rapid 

increase in fiscal revenue from the mining sector is expected to expand the room for public 

investments in human resources development, social security and in physical infrastructure.  

However, this unprecedented mining boom will also bring huge challenges. There is 

an obvious risk that Mongolia will revert to a path of high, but essentially job-less growth 

that characterised the past decade. The massive scale-up of mining will inevitably result in 

a strong upward pressure on the exchange rate as well as upward pressure on domestic 

wage rates and on inflation, all of which would further undermine the already poor 

competitiveness of the tradable sectors of the economy and work against economic 

diversification and a more broad-based economic development. Mismatches between the 

supply and demand for skills and a further concentration of growth to the capital and a few 

mining sites, if not addressed, may aggravate the already pronounced regional economic 

imbalances and inequality in access to productive employment opportunities. 

The main challenge ahead will be to shift the development path away from a growth 

based on extraction of natural resources to a sectorally and regionally broad-based 

economic development based on and driven by human resources. This will require a 

productive transformation based on four inter-related processes: 
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 Structural change aimed at broadening the economic base, with a particular focus on 

manufacturing and tradable services and with a view to develop strong value added 

chains and multiplier effects in the economy.  

 The adoption of more sophisticated technologies and knowledge and a move towards the 

production of more technology and knowledge intensive goods and services with a high 

value added. 

 A rapid development of the human resource base and of capabilities for development at 

both the individual and collective level.
5
 These capabilities determine the ability of the 

economy to assimilate and apply new and more advanced technologies and modes of 

production and to produce increasingly sophisticated products and services.
6
 

 A regionally broad-based economic development that allows the whole country to 

flourish and effectively reduces the present inequality in access to productive 

employment opportunities between rural and urban areas, different regions and between 

Ulaanbaatar and the rest of the country.  

The development of manufacturing deserves particular attention as manufacturing 

must play a key role in a shift towards more processed goods with a higher value added in 

total exports and in a move towards a knowledge and technology intensive economy. 

Furthermore, putting the rural economy and animal husbandry on a sustainable path of 

intensification and increased productivity and incomes will require a parallel development 

of manufacturing and processing that maximizes the value added of the produce of the rural 

economy and creates linkages between the rural producers and the rest of the economy. 

Two fundamental challenges stand out as Achilles heels that need to be forcefully 

addressed: competitiveness and inclusiveness. 

It seems that Mongolia‘s competitiveness deteriorated during the past decade from an 

already difficult situation. Manufactured exports fell from an already very low level, while 

imports of manufactured goods increased rapidly. By 2007 imports of manufactured goods 

were ten times larger than exports. Lack of competitiveness was a main factor behind the 

weak performance of the manufacturing sector, which in its turn was a main reason behind 

the very slow growth of productive employment. Real wages in manufacturing increased at 

a much faster pace than productivity after 2005. Competitiveness was also undermined by a 

significant increase in the value of the Tugrik compared to other currencies, primarily due 

to a rapid increase in the inflow of foreign currencies originating from the mining sector.  

The problem of competitiveness is complex. Broadly speaking the roots of the 

problem may be found in four main areas. 

1. Macroeconomic policies may not focus sufficiently on competitiveness. 

2. The enabling environment for enterprises and entrepreneurs, that is the institutional 

and regulatory framework, may need to be improved. 

3. Markets for goods and services, capital and labour may be poorly developed and 

inefficient, which results in high costs of operation for businesses. In such cases the 

government may need to step in and provide the functions that are not adequately 

provided by the market. 

                                                      
5
 Capabilities exist at both the level of individuals (education, skills, competences) and at the collective level of 

enterprises, government and society at large where they are embodied in routines, procedures, institutions and 

structures 
6
 For an elaboration of the concept of capabilities in the context of productive transformation, see Irmgard Nübler, 

Capabilities for productive transformation (Geneva: ILO, forthcoming). 
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4. Shortages of human resources with adequate and relevant education, skills and 

competencies may also be a problem.  

Increasing competitiveness needs to become a main objective of policies in all of these 

areas. 

The gap between the rich and the poor has increased considerably over the past 

decades. The most important aspect of increasing inequality has no doubt been the 

increasing differences in income and consumption between Ulaanbaatar and the rest of the 

country. By 2008 the average per capita consumption in the countryside had fallen to less 

than 60 per cent of the level in Ulaanbaatar. Inequality has also increased within the urban 

areas. The gains from economic development have benefitted some much more than others. 

Indeed, income poverty remains widespread, not least among herders, among the rural 

population and those with low levels of formal education.  

Productive employment is the main link between economic growth and poverty 

reduction. The differentiation of the labour force into winners and losers, into those who 

manage to get productive employment and those who do not, is largely an issue of poor and 

unequal employability and labour market access. 

The most important differences when it comes to productive employment 

opportunities in Mongolia is arguably along geographic lines. Those growing up and living 

in rural areas and, to a somewhat lesser extent, in soum and aimag centres are 

disadvantaged in terms of both education and skills and labour market access. The 

educational attainment of young people is much lower in rural areas than in urban areas. 

The rural labour force also has much more limited access to productive employment and a 

limited choice of occupations. Nevertheless, inequality in access to productive employment 

also has other dimensions. Despite the fact that young women tend to score higher on 

educational achievements than men, they often end up as losers on the labour market and 

the wage gap between women and men seems to have increased in the past decade.  

During the past two decades the Mongolian economy and society have undergone 

dramatic structural changes. The development of Mongolia in the years to come into a 

country with highly skilled human resources and advanced technology implies that there 

will be continued rapid structural change. Education and skills of high quality will be 

crucial to access the new employment opportunities created by structural change. However, 

it will not be enough. As the most dynamic economic sectors and regions are unlikely to be 

the same as those where the majority of the working poor and the unemployed are found, 

vocational, geographical and social mobility becomes crucial to access the emerging new 

employment opportunities. A well-functioning labour market offering equal access without 

hindrance is similarly important. 

The establishment of a comprehensive social security system that guarantees adequate 

social protection for all is fundamental to achieve economic development and structural 

change that is truly inclusive. Social and economic security is essential to achieve a high 

degree of labour market mobility for those who live in poverty and have the greatest need 

to access new and better jobs. Adequate social protection is also essential to capture those 

who for one reason or another fall at the wayside of development. 

The problem of increasing regional differences, with a dynamic development in the 

capital, but relative stagnation in parts of the rest of the country requires special attention. 

Addressing this issue is essential for reducing poverty and inequality in access to 

productive employment. The ambition should be to achieve sustainable and job-rich growth 

in the country as a whole. This will require forceful local and regional development efforts 

based on good analysis and backed up by suitable policies at the national level.  

The need for a visionary and forceful strategy to put Mongolia on the path of a 

sustainable and inclusive development based on its human resources is clearly recognized 
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and reflected in Mongolia‘s new national development strategy,
7
 which addresses the 

challenge of increasing competitiveness and avoiding falling victim to a ‗resource curse‘ 

head on and sets a gradual transformation of Mongolia from a natural resource based to a 

human resource based economy as a main long term objective. To this end, investments in 

human resources and a move to a high technology based society and economy are recurrent 

themes throughout the plan, as is the need for policies in support of economic 

diversification, export promotion and import substitution. With a strong and active role of 

the state and for development engineering, the plan also reflects a clear and welcome shift 

in development philosophy away from the dogma prescribing liberalisation, privatisation 

and macroeconomic stability as more or less sufficient prerequisites for economic 

development.  

This visionary development strategy implies a need for a sharp focus on productive 

employment. This has also been clearly manifested in a comprehensive process of tripartite 

consultations, in the form of large number of regional employment conferences at the 

aimag-level, organized jointly by the Government and the social partners, leading up to and 

culminating in a large National Employment Conference in October 2010 and in the 

declaration of 2011 as the Year of Employment Promotion by the Government. 

The ILO fully supports the Government and the social partners as they forcefully 

address the challenges of achieving productive employment and decent work for all. 

Following an agreement between Mongolia and the ILO, Mongolia has been selected as a 

forefront country for the implementation of the Global Jobs Pact, bringing the collaboration 

between Mongolia and the ILO to a new and higher level.  

  

                                                      
7
 National Priorities for Economic and Social Development for 2010-2015. Draft 
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1. The Dynamics of the Economy, 
Employment and Poverty 

 

1.1 A painful economic and social transformation in the 1990s 

During the socialist period Mongolia prided itself with having achieved full 

employment, even though it may not always have been very productive. A complex system 

of cross-subsidies and administratively set prices made any estimates of productivity near-

naught impossible and blurred the relationship between wages and productivity. 

Figure 1. Development of GDP 1990 - 2010 

 

Sources: Appendix, Table A1 

Remark: Population is estimated to have increased by approximately 28 per cent over the period. 

The collapse of the socialist system, the abrupt transition to a market based economy 

and the accompanying reorientation of external relations had dramatic consequences on 

employment as well as on the economy and society as a whole.
8
 In aggregate economic 

terms the rapid economic decline that characterised the first years of transition bottomed 

out already in 1993 (Figure 1). However, the subsequent economic recovery was slow. It 

took altogether twelve years to regain the level of economic production, as measured by 

GDP, of 1989. Growth picked up substantially after 2002. Between 2002 and 2008, the last 

year before the onslaught of the global financial crisis, GDP increased by 65 per cent, that 

is by almost 9 per cent per year. 

However, aggregate GDP data mask much of the drama that took place on the labour 

market and in the economy and livelihood of virtually every Mongolian household. Formal 

                                                      
8
 A number of good analyses of employment and labour market aspects of the turbulent years in the early 1990s 

exist. See for instance, Griffin (1995), Brun, Ronnås and Narangoa (1999). 
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sector wage employment declined precipitously in the early years of the transition at the 

same time as rampant inflation eroded the purchasing power of wages.
9
 The changes in the 

rural areas were no less dramatic. The main building block of the economic and social 

infrastructure in the rural areas was the herding collectives – negdels – which were 

multipurpose units meeting most aspects of the herding households‘ economic and social 

needs, ranging from free education and health care to veterinary and marketing facilities.
10

 

The collapse of the negdels in the early 1990s left a void that, two decades later, has yet to 

be adequately filled. 

The employment and labour market impact of the economic transition and turmoil 

took several forms (Table 1). There was a withdrawal from the labour force as employment 

opportunities lost were not replaced with new ones, resulting in an absolute decrease of the 

labour force despite an increase in the economically active age groups. The participation 

rate in the labour force, using a narrow definition of the economically active age groups,
11

 

fell from 80 to 71 per cent between 1991 and 1995 and would seem to have continued to 

fall, albeit at a slower rate at least until the end of the decade.  

Table 1.  Participation in the Labour Force 

 1991a 1995a 1998 2003 2008 

Total population 2,187.2 2,317.5 2,291.3 2,476.6 2,645.5 

Active age groups * 1,069.2 1,186.2 1,417.0 1,636.1 1,848.9 

- men   686.8 789.5 888.4 

- women   730.2 846.6 960.6 

Active population  851.1 839.8 839.2 958.0 1,071.5 

- men 446.1  435.8 482.9 524.9 

- women 413.9  403.4 475.0 546.6 

LFP rate % * 79.6 70.8 59.2 59.2 58.0 

- men   63.5 61.2 59.1 

- women   55.2 56.1 56.9 

Dependency ratio, actual 1.57 1,76 1.73 1.59 1.47 

Dependency ratio, age-based* 1.05 0.95 0.62 0.51 0.43 

*Active age groups defined as men aged 15-60 and women aged 15-55 in 1991 and 1995, but as all men and women aged 15+ in 
1998, 2003 and 2008. 

Sources: Brun, Ronnas & Narangoa (1999: 18); http://laborsta.ilo.org 

Remark: Figures for 1991 and 1995 (other than total population) refer to the age group 15-60 for men and 15-55 for women. Figures for 1998, 2003 
and 2008 refer to population aged 15+. All figures are based on official estimates. All figures refer to officially estimated de jure population. 
Note that total employment registered in the 2000 population census, presumably using a different definition, was 779.2 thousand. 

Actual dependency ratio calculated as non-active population divided by active population. 

Age-based dependency ratio calculated as population in non-active age groups divided by population in active age groups.  

  

                                                      
9
 Most of the existing state-owned enterprises, established as cogs in a centrally planned economy, collapsed at the 

same time as there was an uncontrolled shedding of labour in the public sector as the fiscal base dwindled. 

Consumer prices increased 18 times between 1989 and 1993.  
10

 For a detailed analysis of the transformation of the rural economy and society in the 1990s, see Bruun and 

Edgaard (1996). For an analysis of more recent developments, see Morris and Bruun (2005). 
11

 The official definition of the economically age groups was 15-55 for women and 15-60 for men. 

http://laborsta.ilo.org/
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The contraction of formal sector wage employment and the urban labour market also 

resulted in a large return flow of people from urban to rural areas and a resort to herding 

and to various types of informal sector activities in the urban areas. Between 1989 and 1998 

the share of the population living in rural areas increased from 43 to 50 per cent, while the 

share of agriculture in total employment increased from 32 to 49 per cent.
12

 The flight into 

herding was primarily driven by push factors, but there were also pull factors at play. For 

many it obviously offered the sole remaining option for making a living. However, a rapid 

improvement in the agricultural terms of trade - that is in the relative prices of agricultural 

prices as against the prices of non-agricultural goods and services - clearly played a major 

role in cushioning the negative implications on labour productivity and returns to labour 

from the rapid increase in the number of herders. The combined effect of a massive 

increase of the number of herders and, in particular, improved relative prices for 

agricultural inputs was an increase of the contribution of value added produced in the 

agricultural sector to GDP from 13 per cent in 1990 to 41 per cent in 1996 (Appendix, 

Table A2). The poor resource endowment of most of the ‗new‘ herders and the distressful 

circumstances under which decisions to take up herding often were taken are reflected in 

the fact that the average number of animals per herder household fell from 115 in 1990 to 

48 in 2000.
13

  

The flight to rural areas and to herding came to an end in 2000-2002, as three 

consecutive severe winters with dzuds took an extremely heavy toll on livestock and 

deprived many herder families of their means of existence.
14

 Following an increase in 

agricultural employment, i.e. mainly herding, by some 54,000 people between 1994 and 

2000, agricultural employment actually fell slightly between 2000 and 2003 (Appendix, 

Table A4). At the same time, the urban to rural exodus was reversed and in-migration to 

Ulaanbaatar picked up speed. 

 

1.2 Rapid but unbalanced growth (2003-2008) 

The long period of sluggish growth, which came to an end in 2003, was followed by a 

period of exceptionally high GDP growth, which lasted until the onslaught of the global 

financial crisis in late 2008. By 2008 GDP had increased by 65 per cent over 2002 and by 

73 per cent over 1990 (Figure 1). 

Unfortunately, economic growth, when it finally arrived, did not deliver on job 

creation. All in all employment increased by no more than 100,000, that is less than 11 per 

cent, between 2003 and 2007, as the employment elasticity of growth fell to a mere 0.26 

(Table 2).
15

 This was far short of the need to meet the demand for employment resulting 

from an increase of the working age population by almost 200,000 in the same period, let 

alone to reduce the backlog of discouraged workers and unemployed. A rough estimate 

based on data from household income and expenditure surveys also suggest that the large 

aggregate increases in productivity were only to a limited extent translated into any broad-

based increases in incomes from employment. According to official statistics the 

percentage of the population living below the poverty line remained virtually unchanged 

over the period, which would imply that the number of working poor actually increased 

somewhat in absolute terms.
16

 

 

                                                      
12

 Griffin (2001: 77, 81). 
13

 Griffin (2001: 82). Calculated as ‗standard units of livestock‘. 
14

 Dzud is the collective name for a variety of climatic conditions during the winter and spring that prevent animals 

from access to grazing, such as very deep or icy snow.  
15

 The employment elasticity measures the percentage increase in employment resulting from a one per cent 

increase in GDP.  
16

 Based on figures from the 2007/08 Household Socio-economic Survey (National Statistical Office [2009]). 
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Table 2. Employment elasticity of growth 

 2000-2003 2003-2007 2000-2007 

Agriculture 0.06 -0.01 -0.11 

Mining 52.76 0.69 2.37 

Manufacturing 0.01 -1.06 -0.10 

Utilities 3.19 2.30 2.86 

Construction 0.46 3.29 1.01 

Trade & restaurants 1.39 1.28 1.40 

Transport & communication 0.30 0.14 0.16 

Other 0.85 0.28 0.51 

All sectors 1.18 0.26 0.46 

Source: Appendix, Table A4 

Remark: Negative figures reflect a decline in employment despite growth. Figures above 1 indicate employment growth, but falling labour productivity. 

The failure of the economic growth to translate into any commensurate increase in 

productive employment after 2003 can to a large extent be explained by the sector 

composition of growth. Growth was primarily driven by a very rapid increase of revenues 

from mining and, to a lesser extent, by a recovery of agriculture and a rebuilding of the 

herds of livestock after three devastating winters 1999-2001. Value added from the mining 

sector increased more than twofold
17

 between 2003 and 2007, accounting for more than 

one-fourth of the total GDP growth in this period, but for only 13 per cent of the small 

growth in employment (Table 3). By 2007, the mining sector accounted for 20 per cent of 

GDP and for two thirds of all export earnings.
18

 It had also become a major source of public 

revenue, accounting for 37 per cent of total government revenue, equivalent to 14 per cent 

of GDP in 2007.
19

 In the agricultural sector, which accounted for 29 per cent of the growth 

in GDP, employment actually fell marginally as this sector began to shed some of the 

surplus labour accumulated in the 1990s. 

Furthermore, the growth of the mining sector was largely driven by increasing 

commodity prices – notably copper, but also gold – and to a much lesser degree by an 

expansion of the physical output. Indeed, a fourfold increase in the price of copper between 

2003 and 2007 was a main driver of growth of the Mongolian economy over this period.  

  

                                                      
17

 Calculation based on value added at current prices deflated by the general GDP deflator. Most of this increase 

was due to price increases. In terms of physical production, the mining sector grew by a ‗mere‘ 55 per cent in the 

same period. See Appendix, Table 3a and 3b 
18

 Appendix, table A2 and IMF (2008). 
19

 IMF (2008). 
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Table 3. Sector contribution to GDP growth and to employment growth. Percentages. 

 1995-2000 2000-2003 2003-2007 1995-2007 

Contribution to employment growth 

Agriculture 94.9 -5.1 -1.9 46.1 

Mining 1.0 11.3 12.5 2.4 

Manufacturing -30.7 0.3 -7.2 8.8 

Utilities -11.6 4.2 8.6 2.9 

Construction -14.7 10.0 25.5 3.8 

Trade & restaurants 45.2 47.5 42.6 10.2 

Transport & com. 6.0 4.6 4.7 4.1 

Other 9.9 27.3 15.2 21.6 

All sectors 100.0 100.0 100.0 100.0 

Contribution to value added growth 

Agriculture -15.7 -60.5 28.7 33.6 

Mining 54.8 2.3 26.2 18.7 

Manufacturing -37.2 43.7 2.9 8.8 

Utilities 2.6 2.7 1.5 3.9 

Construction -5.5 15.6 1.7 2.3 

Trade & restaurants 32.8 28.6 5.6 6.7 

Transport & com 28.6 26.5 17.6 4.5 

Other sectors 39.7 41.0 15.9 21.5 

All Sectors 100.0 100.0 100.0 100.0 

Sources: Monthly Bulletin of Statistics, National Statistical Office of Mongolia, December 2010; http://laborsta.ilo.org 

Hence, there was a striking disparity between the contributions of the various 

economic sectors to employment creation on the one hand and to value added, i.e. GDP, on 

the other hand (Table 3). Over the 2003-2007 period mining and agriculture together 

accounted for over half of the growth in GDP, but for only about one-tenth of the increase 

in employment. At the other end of the spectrum, trade, restaurants and related services 

accounted for 43 per cent of the employment growth, but for less than 6 per cent of the 

increase in GDP. Hence, employment growth in this sector took place at the expense of 

labour productivity, which actually fell.  

The role of mining and agriculture as growth engines and the lacklustre employment 

generation in these two sectors – employment in agriculture actually fell between 2003 and 

2007 – was attributable to quite different factors. The rapid growth of mining, which started 

after 2000 and gained speed after 2003, was closely related to the improvement in world 

market prices of copper and gold since the late 1990s. No doubt stimulated by the increase 

in prices, production also increased rapidly in volume terms, particularly after 2003.
20

 

However, mining is by nature capital intensive rather than labour intensive. Furthermore, 

the price increases in all likelihood had little direct impact on employment. Most of the 

gains from the price increases benefited the exploiting companies and the government in 

the form of rents rather than those employed in the sector through increased wages.  

 

 

 

                                                      
20

 This trend was temporarily broken in 2008 as copper prices fell by 58 per cent between the first four months of 

2008 and 2009. However, in early 2011 copper prices were back at the peak levels registered before the crisis. 

More recently, copper prices have started to pick up again, but they are not yet back at the pre-crisis level (World 

Bank [2009a]; IMF [2011].). 

http://laborsta.ilo.org/
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Table 4. Sector distribution of employment and GDP. Percentages 

 1990 1994 2000 2003 2007 

Share of total employment      

Agriculture  44.7 48.6 41.8 37.7 

Mining and utilities  4.8 4.9 5.9 7.3 

Manufacturing  8.3 6.7 5.9 4.7 

Construction  3.6 2.9 3.8 5.9 

Trade & restaurants  11.1 12.0 16.5 19.0 

Transport & communications  4.1 4.2 4.3 4.3 

Other sectors  23.3 20.6 21.8 21.2 

All sectors  100.0 100.0 100.0 100.0 

Share of GDP      

Agriculture 16.0 38.5 31.9 22.8 22.0 

Mining and utilities 15.8 14.4 13.5 16.1 33.6 

Manufacturing 9.5 7.3 4.5 4.7 4.3 

Construction 2.8 1.2 1.9 3.4 1.8 

Trade & restaurants 23.1 13.8 11.8 13.0 8.2 

Transport and commerce 14.9 7.1 10.6 13.5 10.3 

Other sectors 17.8 17.3 25.9 26.4 19.7 

All sectors 100.0 100.0 100.0 100.0 100.0 

Sources: http://unstats.un.org; http://laborsta.ilo.org 

The story in agriculture was quite a different one. The rapid growth of the agricultural 

sector in terms of value added since 2003 reflected to a large extent a recovery from the 

disastrous years of 2000-2002, not least in the form of a rebuilding of the stocks of animals 

lost during the three consecutive dzuds. Hence, the growth of the agricultural sector should 

be seen against the decline in production by over 25 per cent in volume terms between 2000 

and 2003 (appendix, Table A3a). Throughout the 1990s agriculture served as an 

employment buffer; as a source of employment and income of last resort as urban 

employment opportunities dried up. Following the three disastrous years at the turn of the 

millennium, a reverse flow of labour out of agriculture and from rural to urban areas 

commenced. This flight from agriculture continued even after production started to pick up 

again after 2003. Put in the context of the increasing production and labour productivity in 

the agricultural sector since 2003, it is both astonishing and highly worrisome that the 

poverty incidence among the agricultural labour force, i.e. mainly herders, seemingly 

increased sharply from 39 to 49 per cent between 2002/03 and 2007/08 (Table 9). 

With the declining role of agriculture as a source of employment; trade, restaurants 

and hotels have become by far the most important sectors for employment generation. 

Since 2000 well over 40 per cent of the increase in employment has taken place in these 

sectors (Table 3). These sectors are, like most services sectors, labour intensive. However, 

between 2000 and 2007 the employment elasticity of growth in the trade, hotels and 

restaurants sectors reached 1.4, implying that employment growth took place at the expense 

of labour productivity (Table 2). What seems to have happened is that these sectors took 

over the role of source of employment of last resort from agriculture after the three 

consecutive dzuds around 2000.  

Almost two decades after the fall of the socialist system, the manufacturing sector has 

yet to be reconstructed. The manufacturing sector still accounts for less than  

8 per cent of GDP and less than 5 per cent of employment (Appendix, Table A4). Indeed, 

Manufacturing accounted for a mere 3 per cent of the GDP growth between 2003 and 2007, 

while a secular trend of falling employment in this sector continued (Table 3). Following 

the virtual collapse of manufacturing in the early years of transition, a nascent textile 

http://unstats.un.org/
http://laborsta.ilo.org/
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industry developed, based on ample access to raw material – mainly cashmere - and a 

privileged access to inter alia the US market. With the abolishment of the multi-fibre 

agreement in January 2005 Mongolia lost its privileged access to key markets and the 

growth of the textile industry was brought to a halt as it found it difficult to face up to 

competition from countries such as China. Hence, the incipient reconstruction of the 

manufacturing sector was largely aborted, and manufacturing continued to decline in 

relative, if not absolute terms. The decline of the share of manufacturing in GDP can partly 

be explained by deteriorating terms-of-trade. Terms of trade for manufacturing fell sharply 

in the 1990s and continued to decline after 2000. The unfavourable development of terms-

of-trade notwithstanding, the lack of reconstruction of the manufacturing sector and its 

continued insignificance as a source of economic growth and employment creation is 

arguably the most disconcerting aspect of the pre-crisis economic development pattern. 

In short, it may be concluded that there was a severe sector imbalance between 

economic and employment growth. The economic growth resulted in little new 

employment and where jobs did increase, it was largely a result of push and supply factors 

and it took place at the expense of productivity.  

Economic growth was not inclusive... 

Not only has the employment content of growth been low, but it has not been 

particularly inclusive either. Inequality in terms of consumption increased between 2002/03 

and 2007/08 (Table 5). The overall Gini coefficient of consumption increased from 0.33 to 

0.36, as the share of the consumption of the poorest quintile in total consumption fell from 

7.5 to 7.2, while that of the richest quintile increased from 40.4 to 43.4. As income 

inequality tends to be higher than consumption inequality and in view of the equalising 

impact of public transfers, it may safely be concluded that inequality in terms of income 

from labour was higher than the figures in Tables 5 suggest.  

The most important aspect of increasing inequality was no doubt the increasing 

income and consumption gap between Ulaanbaatar on the one hand and the rest of the 

country in general and the countryside, in particular, on the other hand.
21

 While average 

consumption in Ulaanbaatar increased in real terms by some 16.5 per cent between from 

2002/03 and 2007/08, it appears to have fallen by 8.2 per cent in the countryside. By the 

latter date, average per capita consumption in the countryside had fallen to less than 60 per 

cent of the average per capita consumption in Ulaanbaatar and to 75 per cent of the national 

average (Table 5).
22

 

In addition, inequality also increased within the urban areas as well as within the soum 

centres. In Ulaanbaatar, the share of total consumption accounted for by the poorest quintile 

fell from 7.9 to 6.9 per cent, while the share of the richest quintile increased from 40.2 to 

43.1 per cent.  

The increase in inequality had major implications on the efficiency, or rather lack of 

efficiency, by which growth translated into reduced income poverty. As may be seen from 

Table 6, the increase in inequality all but neutralised the positive impact on poverty that 

growth would have had if it had been distributionally neutral. Had growth taken place in a 

situation of unchanged income and consumption distribution, it would have reduced 

headcount poverty by some 5 percentage units. In reality, poverty fell by a mere 0.9 

percentages unit, the ‗shortfall of 4.2 percentage units being the consequence of increasing 

inequality. 
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 Urban areas consist of the capital, Ulaanbaatar, and the centres of the Aimags. Rural areas consist of Soum 

centres and the ‗countryside‘.  
22

 National Statistical Office (2009a: 21). 
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Table 5. Inequality of consumption in 2002/03 and 2007/08. 

Area Gini coefficient of 
consumption 

Average per capita consumption 

 Tugrik/month Index: Mongolia = 100 

 2002/03 2007/08 2002/03 2007/08 2003/03 2007/08 

Urban areas 0.33 0.36 101,909 115,501 110 115 

-   Ulaanbaatar 0.33 0.36 108.612 126,494 117 125 

-   Aimag centres 0.32 0.34 93,894 97,680 101 97 

Rural areas 0.31 0.32 81,504 81,010 88 80 

-   Soum centres 0.32 0.35 80,523 89,197 87 88 

-   Countryside 0.31 0.30 82,064 75,344 88 75 

Whole country 0.33 0.36 92,814 100,865 100 100.0 

Remark: Tugrik in 2007/08 constant prices 

Sources: National Statistical Office (2009a: 21) 

 

Table 6. Changes in headcount poverty between 2002/03 and 2007/08 by growth and inequality 
components. Percentages. 

 

 

Change in poverty 

 

Growth component 

 

 

Inequality component 

 Urban areas -3.4 -6.7 3.3 

-  Ulaanbaatar -5.3 -7.3 2.0 

-  Aimag centres 1.0 -2.6 3.7 

Rural areas 3.2 0.3 2.9 

-  Soum centres -2.5 -6.7 4.2 

-  Countryside - 7.0 -6.2 -0.8 

By regions:    

-Western region -4.0 -3.5 -0.5 

-Highlands 7.9 4.8 3.1 

-Central region excl. UB -3.7 -7.9 4.2 

-Eastern region 12.2 4.7 7.4 

Whole country -0.9 -5.0 4.2 

Source: National Statistical Office (2009a: 24). 

Remark: The growth component refers to the decline in poverty that would have occurred if only the mean consumption had increased with no change 
in relative inequalities. A negative figure implies a positive impact on poverty, i.e. a decline in poverty. 

 

..and poverty remained high 

By 1998 the headcount poverty rate had reached 36 per cent, somewhat higher in 

urban areas (39.4 per cent) than in rural areas (32.6 per cent) (Table 7). Lack of data 

precludes an analysis of the development of poverty in the early years of the transition, but 

it is clear that it did increase substantially. It also seems safe to conclude that the sharp 

improvement in the prices of agricultural produce somewhat cushioned the impact of the 

economic turmoil and decline on poverty. 

Productive employment provides by far the strongest link between economic growth 

and poverty reduction. As a consequence of the failure of the economic growth between 

2003 and 2008 to translate into any commensurate generation of productive employment, 

income poverty remained high despite high economic growth over a period of six years. 

Official statistics suggest that the share of the population living below the poverty line fell 
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only marginally; from 36 per cent in 2002/03 to 35 per cent in 2007/08 (Table 7).
23

 Poverty 

increased during the economic crisis in 2009, but may have fallen somewhat in the past 

year. Thus, despite years of rapid economic development, Mongolia is far away from 

achieving the Millennium goal of reducing the number of people living in extreme poverty 

by half. 

Table 7. Headcount poverty in Mongolia. Percentages. 

Source: FIDI International (1999); National Statistical Office (2004a); (2009a). 

While the overall headcount poverty rate seems to have remained virtually constant at 

35-36 per cent for over a decade, there have been significant changes in the rural – urban 

and regional distribution of poverty. Until 1998 rural – urban differences in poverty 

remained rather small (Table 7). Since then, the rural – urban poverty gap has increased 

significantly. Not only did rural poverty increase sharply between 1998 and 2002/03, which 

at least partly may be attributed to the impact of the three consecutive and severe dzuds, but 

poverty seems to have continued to increase to the point where by 2007/08 almost half of 

the rural population ostensibly lived below the poverty line (Table 8). By contrast, poverty 

declined significantly in urban areas, from 39 per cent in 1998, to 30 per cent in 2002/03 to 

27 per cent in 2007/08 (Table 7 and 8).  

A more detailed breakdown reveals that the entire reduction in urban poverty was due 

to a sharp decline in poverty in Ulaanbaatar (Table 8). Headcount poverty actually 

increased somewhat in the other urban centres. Indeed, the main picture that emerges is a 

clear dichotomy between rapidly falling poverty in Ulaanbaatar on the one hand and 

stagnant or increasing headcount poverty rates in most of the rest of the country. There 

were also large regional changes in the incidence of poverty. It would appear that poverty 

fell in the Western and Central region, but increased considerably in the Highlands and in 

the Eastern Region (Table 7 and 8). 
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 A recent World Bank presentation challenges the poverty estimates of the World Bank supported 2007-08 

Household Socio-Economic Survey. This alternative estimate by the World Bank, based on an adjustment of the 

2002/03 poverty line by the consumer price index suggests that poverty actually fell from 36.1 per cent in 2002/03 

to 11.6 per cent in 2007/08 (World Bank [2009d]). The discrepancy between the two estimates is simply too large 

to be ascribed to measurement errors, suggesting that an in-depth analysis of the reliability and validity of the 

estimates are warranted. While the 2007/08 survey was designed to maximise comparability with the previous 

2002/03 survey and has the distinct advantage of including a detailed methodological note in the publication, a 

prima facie analysis suggests that the rural poverty estimates, in particular, may be on the high side. The more 

recent World Bank estimate that poverty fell by 25 percentage units over a five year period in the context of an 

economic development that was rapid in quantitative GDP terms, but had a very poor employment content, borders 

on the incredible and cannot be taken at face value. As discussed below, fact remains that economic growth in the 

past decade did not result in any commensurate increase in productive employment and as a consequence the link 

between economic growth and improved incomes in general and incomes for the poor in particular was weak. 

 1995 1998 2002/03 2007/08 

All areas 36.3 36.2 36.1 35.2 

Urban 38.5 39.4 30.3 26.9 

-   Ulaanbaatar 35.1 34.1 27.3 21.9 

Rural 33.1 32.6 43.4 46.6 

Gini coefficient 0.31 0.34 0.33 0.36 
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Table 8. Headcount poverty in 2002/03 and 2007/08 by area. 

 Headcount poverty rate % % share of total population 

 2002/03 2007/08 2002/03 2007/08 

Urban areas 30.3 26.9 55.4 60.8 

- Ulaanbaatar 27.3 21.9 30.2 38.4 

-  Aimag centres 33.9 34.9 25.2 21.6 

Rural areas 43.4 46.6 44.6 39.2 

-  Soum centres 44.5 42.0 16.2 13.4 

-  Countryside  42.7 49.7 28.4 25.8 

By region:     

-Western region 51.1 47.1 17.0 15.4 

-Highlands 38.7 46.6 24.1 20.7 

-Central region excl. UB 34.4 30.7 19.5 16.3 

-Eastern region 34.5 46.7 9.3 7.4 

Whole country 36.1 35.2 100.0 100.0 

Source: National Statistical Office (2009a). 

The importance of employment to escape from poverty is clear from the statistics. 

More than half of the households where the head of household was unemployed lived 

below the poverty line in 2007/08 (Table 9). However, employment by no means 

guarantees freedom from poverty. More than a third of the households where the head of 

household was working still lived below the poverty line in 2007/08 (Table 9). Mongolia 

still has a large problem of working poor. Occupation and form of employment matter 

greatly. Almost half of the households headed by herders lived below the poverty line in 

2007/08, as against less than a third of those working in industry and about a fifth of those 

working in the services sectors (Table 9). The public sector and, in particular, the state 

companies had the smallest share of working poor. 

Table 9.  Headcount poverty by employment characteristics of head of household 2002/03 and 2007/08 

 Headcount poverty rate % Share of population % 

 2002/03 2007/08 2003/04 2007/08 

Employment status     

Employed 33.6 34.3 71.5 75.7 

Unemployed 48.7 54.4 3.0 4.2 

Out of labour force 41.6 34.9 25.5 19.9 

Employment by sector     

Agriculture 41.0 49.1 30.2 28.5 

Industry 33.2 32.8 8.8 14.5 

Services 26.9 20.9 32.6 30.3 

Form of employment     

Herder 39.2 49.0 26.5 24.4 

Other private 34.7 29.2 24.1 34.7 

Public sector 25.9 22.4 17.9 11.4 

State companies 21.6 14.6 3.0 3.4 

All categories 36.1 35.2 100.0 100.0 

Sources: National Statistical Office (2004a);(2009a: 81). 
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The exposure to poverty varies considerably by the size of the household and by the 

educational level of the head of the household.
24

 The larger the size of the household, the 

higher the incidence of poverty. While only 13.4 per cent of the two member households 

and 21.8 per cent of the three member households were below the poverty line in 2007/08, 

53.4 per cent of the households with seven members and 69 per cent of the households with 

more than eight members suffered from income poverty.
25

 As might be expected, the level 

of education exerts a strong influence on the exposure to poverty (Table 10). Indeed, it 

would appear that the importance of education as a determining factor for poverty increased 

considerably between 2002/03 and 2007/08. Among those with at most lower secondary 

education (8 grades) the incidence of income poverty increased considerably over this 

period, while it fell for those with more than eight years of education. By 2007/08 more 

than half of the households where the head of household had no more than primary 

education lived below the poverty line (Table 10).  

Table 10. Headcount poverty by educational level of head of household 2002/03 and 2007/08 

 Headcount poverty rate % Share of population 

 2002/03 2007/08 2002/03 2007/08 

No education 45.8 58.0 4.2 3.9 

Primary 45.6 51.5 14.2 11.9 

Lower secondary (8th grade) 45.5 48.1 27.5 23.1 

Complete secondary 34.9 34.6 18.8 31.4 

Vocational 40.7 25.3 10.2 13.0 

Higher diploma 23.4 9.5 13.6 10.0 

University 11.6 8.8 11.5 6.0 

All levels 36.1 35.2 100.0 100.0 

Source: National Statistical Office (2004a)(2009a). 

 

1.3 The global financial and economic crisis 

The global economic and financial crisis in 2008-2009 brought into focus the fragility 

of the excessive dependence on natural resource extraction and mining as a driver of 

economic growth. A fall in copper prices by 60 per cent from its peak in mid-2008 had an 

immediate and dramatic impact on both the government budget and the balance of 

payment. The crisis rapidly spread to the rest of the economy as both private and public 

demand contracted and credits to the private sector dried up. In aggregate terms GDP 

growth contracted by more than ten percentage points, from 8.9 per cent in 2008 to -1.3 per 

cent in 2009 (Appendix, Table A1).
26

 Some sectors fared much worse. The value added 

produced in the construction sector fell by 34 per cent in 2009 over 2008, while the value 

added produced in trade, hotels and restaurants contracted by 12 per cent and in 

manufacturing by 9 per cent.
27

 The labour market was severely affected and by the fourth 

quarter of 2009 unemployment had reached a record 12.8 per cent.
28

 

Pro-cyclical macroeconomic policies accentuated the crisis.  

A very fast increase in public revenue from the mining sector in the years prior to the 

crisis had resulted in a rapid increase in the fiscal space. Public revenue increased by 62 per 

cent in 2006 and a further 36 per cent in 2007, i.e. an increase of more than 60 per cent in 
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 The survey data do not yield information on the educational attainment of other household members. 
25

 National Statistical Office (2009a:30). 
26

 IMF (2010b),  
27

 National Statistical Office (2010: 48).  
28

 Labour force survey data quoted in the Monthly Economic Update for March 2010 by the World Bank. 
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real terms over two years.
29

 Following over a decade of fiscal austerity and under-

investments in both physical infrastructure and human resources, this allowed for a much 

welcome expansion of public expenditures. Social welfare transfers were raised through the 

reintroduction of a universal child allowance, an increase in minimum pensions and the 

introduction of lump sum allowances for newlyweds and new-borns. Public sector wages 

were also substantially increased in both 2006 and 2007. However, the largest increases 

were on capital expenditures, i.e. public investments, which more than trebled between 

2006 and 2008, as its share in total expenditures increased from 15 to 26 per cent.
30

 A 

Development Fund was also established to ensure that revenues from a windfall tax on 

mining would be used according to the formula. One third for capital expenditures, one 

third for child and family allowances and one third saved. There were also cuts in taxes, 

notably a reduction of VAT from 15 to 10 per cent.  

Monetary policy was also expansionary. Private sector credits increased rapidly after 

2005, albeit from a low base, while bank lending interest rates began to fall from a high 

level and the spread between lending and borrowing rates narrowed.
31

 Broad money also 

grew rapidly by between 30 and 50 per cent per year between 2002 and 2008.
32

 

Inflation increased in the years immediately prior to the crisis, from 6 per cent in 2006 

to 12 per cent in 2007 and peaking at 23 per cent in 2008.
33

 The rapid increase in inflation 

was clearly a major cause of concern for the Government as well as for IMF, who put it 

forward as a strong argument for a reversal of the expansionary fiscal and monetary 

policies, first in 2007 and, more energetically, in 2008.
34

 The increase in inflation resulted 

from a combination of external and internal factors. The sharp increase in world prices for 

food, which is largely imported, and energy was a major, if not the main, factor, but an 

increase in domestic demand clearly also played a role.
35

 

The sharp fall in copper prices, by some 60 per cent between mid-2008 and the first 

quarter of 2009, had a dramatic and immediate impact on both the government budget and 

on the balance of payment. The bulk of the fiscal revenue from the mining sector during the 

pre-crisis years came from a 68 per cent windfall tax, which was triggered when world 

market prices of copper or gold exceeded a specified base price. While the logic behind the 

design of this tax is obvious, it made fiscal revenue highly sensitive to fluctuations in the 

price of copper and gold. Fiscal revenues from mining, which accounted for more than one 

third of all budget revenues at the peak of the commodity boom in 2007 had by early 2009 

fallen by 10 per cent of GDP.  

The impact on the external accounts was equally dramatic, as exports of copper and 

gold fell by over 40 per cent in 2009 (over 2008) in value terms, largely as a result of the 

fall in prices.
36

 There was a sharp increase in the current account deficit already in 2008, 

which was exacerbated by a deterioration in the capital account as inflows of FDI dried up 

and by a flight from the domestic currency to the dollar. An effort to defend the exchange 

rate and a de facto peg to the US dollar proved to be not only futile, but also expensive and 

arguably harmful. This effort had to be abandoned in November, 2008, where after the 

Tugrik fell by almost 40 per cent against the US dollar. 

By the first quarter of 2009 the fiscal and external positions had deteriorated to such a 

degree that the Government was forced to request IMF support. An 18 month stand-by 
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 IMF (2008). 
30

 IMF (2007) (2008). See also Monthly Bulletin of Statistics, December 2007 and December 2008 issues 

(Ulaanbaatar: National Statistical Office of Mongolia). 
31

 IMF (2008). Bank lending rates stayed above 30 per cent until 2005.  
32

 Except for 2005, when its growth fell to 20 per cent. (IMF: 2008). 
33

 CPI (end-period). 
34

 IMF (2007) (2008). 
35

 For a discussion, se inter alia IMF (2007). 
36

 IMF (2009) (2010a). 
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agreement was reached with IMF in April 2009, opening up a credit line to the tune of 153 

million SDR, equivalent to 5.5 per cent of GDP.
37

 This was topped up by promises of loans 

of an almost equal magnitude from ADB, World Bank and Japan. The Government 

committed itself to an immediate reduction in public expenditures to the tune of 5 per cent 

of GDP. There was a freeze on all new capital expenditures and a reduction of current 

expenditures across the board. The prescribed monetary policies included an increase in the 

interest rates, ostensibly to prevent further flight from the national currency.
38

 The 

combined effect of the fiscal and monetary responses to crisis was clearly highly pro-

cyclical and the crisis rapidly spread to the rest of the economy as both private and public 

demand contracted and credits to the private sector dried up.  

The stand-by agreement with IMF also included important structural conditionalities. 

In order to cushion the fiscal exposure to fluctuations in revenues from mining, the 

Government was compelled to introduce a Fiscal Responsibility Law, which including 

ceilings on expenditure growth, a debt ceiling and a ceiling on the ‗structural‘ deficit.
39

 

Other obligations included a reform of the banking sector, maintaining a flexible exchange 

rate and strengthened Central Bank control over monetary policy. A much more 

controversial conditionality with clear ideological overtones was a Government 

commitment to shift from unconditional targeted social transfers, such as the universal 

child allowance, to means tested hand-outs.
40

 The agreement was also accompanied by 

strong advice from IMF to move to a regime where fighting inflation would have absolute 

supremacy over other objectives, such as growth, in Central Bank activities.
41

  

 

1.4 Post-crisis developments  

The economic crisis bottomed out during the first half of 2009 and was followed by a 

recovery that has been as swift as the decline had been a year earlier. GDP growth 

increased by 7.4 percentage units, from -1.3 per cent in 2009 to 6.1 per cent in 2010. Recent 

statistics suggest that growth has continued to increase; reaching 9.7 per cent the first four 

months in 2011 over the same months in 2010.
42

 The economic recovery has to a certain 

extent been reflected in the labour market. Total employment increased by  

4.7 per cent between 2009 and 2010, primarily through a reduction of unemployment as the 

total size of the labour force remained almost unchanged (Appendix, Table A6)
43

  

However, these aggregate data mask large movements within the labour force. There 

was a pronounced shift of labour from agriculture to the non-agricultural sectors. The share 

of the employed working in agriculture fell from 34.5 per cent in 2009 to 31.8 per cent in 

2010, while employment in transport and communication and in social and other services 

increased in both absolute and relative terms (Appendix, Table A7). Employment in mining 

and manufacturing increased, too, but with 3.7 and 6.4 per cent of the employed, 

respectively, their contribution to overall employment remained modest. The industrial shift 

of employment was mirrored in a shift from own-account workers to wage workers, as the 

share of the employed who are wage workers increased from 40.4 to 44.3 per cent 

(Appendix, Table A7). These shifts in employment were at least as much due to push 

factors as to pull factors. On top of the impact of the economic crisis, the herders in many 
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parts of the country were severely affected by a severe dzud (snow blizzard) in the early 

spring of 2010, resulting in the loss of some 8.8 million livestock. As of April 2010 it was 

estimated that some 8,700 herder households had lost all their livestock, while an additional 

32,700 households had lost more than half of their livestock.
44

 Pull factors, such as 

substantial increases in average wages and an increase in wage employment opportunities 

no doubt also contributed to the movement of labour from rural areas and own account 

animal husbandry to urban areas and wage employment.
45

  

 

2. The employment challenge 

Productive employment is by far the most important link between economic growth 

and reduction of income poverty. Enhancing employment and returns to labour by (i) 

strengthening the productive resources of the poor and by (ii) opening up opportunities for 

everyone to make full use of the productive resources at hand are the main pillars of 

inclusive and job-rich growth as well as of poverty reduction.  

 The glaring discrepancy in recent years between high rates of growth on the one hand 

and continued high rates of income poverty on the other hand reflects a failure of growth to 

generate sufficient productive employment. There have been insufficient opportunities for 

people living in poverty to effectively contribute to the economic development of the 

country and to fully benefit from the fruits of this development. Indeed, it seems fair to 

conclude that most Mongolians have not contributed as much as they could have to the 

economic development, nor have they benefited as much as they should have from it. 

The failure of the high rates of growth to reduce poverty through creation of 

productive employment opportunities and improved access is all the more disconcerting as 

this development took place in a highly conducive demographic context. Largely as a 

consequence of the sharp decline in birth rates after 1990, the dependency ratio has for 

some time improved considerably and is expected to continue to do so (Table 1). Defining 

the economically active age groups as those aged 15 years or more, it can be seen that the 

dependency ratio
46

 fell from 0.62 in 1998 to 0.51 in 2003 to 0.43 in 2008 (Table 1). The fall 

of the dependency ratio has been the combined effect of reduced birth rates and the entering 

into the economically active age groups of the large number of children born in the 1970s 

and 1980s.  

This stage in the economic transition is often called the demographic window of 

opportunity as it holds the potential of a substantial positive impact on incomes and poverty 

reduction. This impact can take several forms. First, a fall in the dependency ratio will 

automatically translate into higher per capita income as long as the economy manages to 

generate productive employment opportunities for the growing labour force. This is simply 

because each bread-winner will have fewer mouths to feed. Second, an improved 

dependency ratio increases the domestic capacity to save, not least at the household level. 

Savings, which in their turn translate into productive investments, result in higher growth, 

the creation of more and better employment opportunities and higher returns to labour. The 

main prerequisite for benefitting from this demographic window of opportunities is that the 

number of productive employment opportunities increases at pace with growth in the 

economically active age groups and that there is a high degree of equality in terms of 

accessing these opportunities. The continued high levels of poverty suggest that so far the 

Mongolian economy is falling short in both of these respects despite the high rates of 

growth between 2003 and 2008 and the renewed high growth after the economic crisis. 
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Indeed, combining labour force data with poverty estimates from the 2007/8 

household socio-economic survey, it can be estimated that by 2008 only 59 per cent of the 

labour force was productively employed, in the sense that they had a job that provided them 

with sufficient income to allow themselves and their dependents a level of consumption 

above the poverty line.
47

 Hence, the deficit of productive employment amounted to some 41 

per cent of the labour force, equivalent to about 415 thousand jobs (Table 11a and 11b). 

About one third, that is 310 thousand, of those employed were working poor. In addition 

there were over 100 thousand unemployed, among which more than half were poor (some 

54 per cent of the unemployed were also poor). The poverty incidence among households 

with an employed head of household was only slightly below the average for all households 

(34.3 per cent versus 35.2 per cent), suggesting that low income from employment is a 

main cause of poverty. 

Table 11a. Estimates of productive employment and of the nature of the deficit of productive employment 
in Mongolia, 2008. Figures in thousands. 

 Poor Non-poor Total 

Employed 310.2 594.2 904.4 

Unemployed 57.1 47.8 104.9 

Total 367.3 642.0 1009.3 

Sources: Labour force survey data reported in NSO (2011a); Poverty data from NSO (2009a). 

 

Table 11b.  Estimates of productive employment and of the nature of the deficit of productive 
employment in Mongolia, 2008. Percentages of total labour force. 

 Poor Non-poor Total 

Employed 30.7 58.9 89.6 

Unemployed 5.7 4.7 10.4 

Total 36.4 63.6 100.0 
Sources: Table 11a. 

Combining data from the labour force surveys and the socio-economic surveys with 

Government forecasts of the growth of the working age population and the development of 

the activity rate makes it possible to make a rough calculation of the need for productive 

employment generation in order to achieve poverty and unemployment targets (Table 12). 

The estimates are based on an official target to reduce headcount poverty to no more than 

18 per cent by 2015 and an assumed target to reduce unemployment to no more than 5 per 

cent. Two alternative estimates were made: One (A) assuming unchanged labour force 

participation rate at 61 per cent and another (B) using a Government estimate of the labour 

force participation rate in 2015 (67.5 per cent). 

Assuming constant LFP rates, it can be seen that productive employment will need to 

increase by some 63 thousand per year under scenario A and by almost 79 thousand under 

scenario B between 2008 and 2015. Most of this – 51 and 70 thousand jobs respectively 

under the two scenarios – would have to be in the form of new, productive jobs for the 

fairly large number of net entrants into the labour force each year and to reduce 

unemployment between 4‘500 and 5‘500 depending on the scenario. In addition, the 

number of working poor would have to be reduced by between 8 and 12 thousand per year, 

either through an upgrading of the productivity and incomes of the present jobs or by 

shifting working poor to other jobs and occupations with the prospects for a higher income 

are better.  
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Table 12. Projected development of employment and the labour force 2008-2015 (Thousands). 

 2008 2015 A 2015 B Annual 

change A  

Annual 

Change B 

Population aged 15+ 1,651.7 2,176.0 2,176.0 74.9 74.9 

LFP rate 0.61 0.61 0.675   

Labour force 1,009.3 1,327.4 1,468.8 45.4 65.6 

Employed 904.4 1,261.0 1,395.4 50.9 70.1 

Unemployed 104.9 66.4 73.4 -5.5 -4.5 

Unemployment rate 10.4 5.0 5.0   

Poverty rate 34.3 18.0 18.0   

Working poor 310.2 227.0 251.2 -11.9 -8.4 

Productive employment 594.2 1,034.0 1,144.2 62.8 78.6 

Remarks: Alternative A assumes unchanged LFP rate, Alternative B is based on official estimate of LFP rate in 2015. Change in working age 
population according to official estimates. The poverty rate for 2015 is based on official MDG target. Unemployment rate 2015 based on 
an assumed target of 5 per cent. 

Working poor is defined as those in the labour force but not earning enough to bring themselves and their dependents out of poverty. It 
was calculated as labour force x headcount poverty rate. It includes the unemployed poor.  

Productively employed defined as those in the labour force who are not working poor or unemployed.  

Sources: Figures for 2008 based on 2008 Labour Force Survey and 2007-2008 Household Socio-Economic Survey (poverty rate) from NSO (2009a) 
and (2011a). Estimates for population aged 15+ and LFP rate in alternative B according to Government estimates (see also El Achkar Hilal 
(2011). 

The magnitude of the challenge of productive employment generation is perhaps best 

gauged when cast against the past performance of the labour market and the economy 

discussed above. High economic growth is not sufficient to generate productive 

employment and reduce poverty, but the quality of growth is as important. Indeed, the 

employment elasticity of growth fell sharply from 1.18 in 2000-03 to a mere 0.26 in 2003-

2007 (Table 2).
48

 Moreover, it would appear that less than three out of four additional jobs 

created were productive in the sense that they generated sufficient income to allow the 

employed and their dependents a standard a living above the poverty line (Table 7). A 

rough estimate suggests that productive employment increased by no more than about 

17,000 per year between 2002 and 2008, i.e. by no more than a fourth of what would be 

required each year between 2008 and 2015. This will clearly require not only continued 

high rates of economic growth, but, as importantly, a much higher quality of growth.  

The need to increase productive employment opportunities at a much faster pace than 

in the past is underscored by the existence of a large pool of unutilised labour. Mongolia 

suffered a sharp decline in the labour force participation rate during the years of economic 

turmoil and transformation in the 1990s. Since then, the participation rate in the labour 

force has stagnated at a historically exceptionally low level. Hence, despite the considerable 

improvement in the age structure of the population, the actual dependency ratio measured 

as the number of persons each person in the labour force has to support remains very high. 

Reducing unemployment and increasing labour force participation rates through increased 

productive employment opportunities could yield substantial benefits in terms of reducing 

the level of earnings needed by each breadwinner to bring him/herself and his/her 

dependents out of income poverty.
49
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2.1 The need to make growth more broad based both sector-wise and 
regionally 

The need for economic diversification and a more broad based and job-rich growth, in 

which the manufacturing sector needs to play a much larger role, is based on several 

considerations. 

 The reliance on mining as the main source of economic growth and on the services 

sector as the main source of employment creation results in low quality growth that is 

neither conducive to productive job creation and poverty reduction, nor sustainable. As 

the present crisis has shown, it also makes the Mongolian economy highly exposed to 

the impact of external economic crises.  

 An indispensible component in a strategy for rapid, yet sustainable and job-rich growth 

must be a diversification of Mongolia‘s exports and a gradual shift towards more 

processed goods with a higher value added in total exports. Manufacturing, as well as 

tradable services,
50

 needs to play a key role in such development. 

Manufacturing plays a crucial role for several reasons: 

 It can create upstream and downstream linkages to agriculture, thus facilitating as well 

as enhancing the growth impact of a development of agriculture and the rural economy. 

Moreover, it is generally important to strengthen inter-sector linkages and to enhance 

multiplier effects in the economy. 

 It is essential for the development of producer oriented services and thus a more broad-

based development of the services sector. 

 A diversified manufacturing base can create strong linkages and multiplier effects 

within the sector, at the same time as it would create an environment more conducive to 

furthering manufacturing growth. 

 The growth enhancing impact of FDI would be greatly improved if FDI could be 

embedded in an environment where it can link up with domestic firms. 

 A more broad based economy would in itself create a better business environment as a 

greater diversity and richness of enterprises would help bring down transaction costs in 

the economy. In particular, in a situation where there are severe physical and other 

obstacles to trade in goods, which could otherwise compensate for the small size of the 

economy, this is a consideration that carries some weight. 

Hence, the main challenge ahead will be to shift the development path in 

Mongolia from being based on natural resources to becoming based on and driven by 

human resources. This in its turn calls for a focus on productive employment and 

decent work at the heart of development planning. It will require increased economic 

diversification and a broad-based economic development, sectorally as well as regionally. 

The experiences from the past decade suggest that to achieve this fundamental shift of 

the development trajectory two main challenges need to be addressed: competitiveness and 

inclusiveness. 
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2.2 The challenge of enhancing competitiveness 

At the heart of the problem of the failure to achieve an economic diversification and of 

the dismal development of the manufacturing sector seems to be a problem of insufficient 

competitiveness. Largely, economic growth in Mongolia has been confined to (i) natural 

resource extraction and (ii) services that are not exposed to any external competition. The 

only exception to this overall picture would seem to be animal husbandry and, in particular, 

production of cashmere for which Mongolia has a distinct natural comparative advantage.  

It would appear that Mongolia‘s competitiveness deteriorated from an already 

precarious situation during the decade leading up to the global crisis. This was amply 

reflected both in a fall between 2002 and 2007 in manufactured exports from an already 

very low level and in a sharp increase of imports of manufactured goods. By 2007 imports 

of manufactured goods were ten times larger than exports, while the latter made up a mere 

6 per cent of the total exports of goods from Mongolia.
51

 Lack of competitiveness was 

indisputably a main factor behind the weak performance of the manufacturing sector, even 

after growth picked up after 2002, which in its turn was a main reason behind the very slow 

growth of productive employment.
52

  

The conditions for a rapid re-industrialisation after the virtual collapse of 

manufacturing in the early 1990s were never very good. Both production and transaction 

costs are inevitably high in the early phase of industrial development and, not least, during 

the incipient stage of the development of a market economy. A virtually complete trade 

liberalisation in the early 1990s implied that nascent industries had to face the full 

onslaught of competition from the very beginning, not least from neighbouring China, 

before they could gather any strength themselves. After 2002, some of the disadvantages 

typically associated with ‗Dutch disease‘
53

 and from the rapid expansion of mining 

revenues further aggravated the situation. Real wages in manufacturing increased at a much 

faster pace than productivity after 2005, in part no doubt because increases in public sector 

wages spilled over to the private sector.
54

 Competitiveness was also undermined by a 

significant increase in the real exchange rate of the Tugrik, primarily due to a rapid increase 

in the inflow of foreign exchange originating from the mining sector.
55

 According to the 

IMF, the real exchange rate appreciated by some 25 per cent between the end of 2004 and 

the end of 2007.
56

 As a result of a rapid fall of the value of the Tugrik at the onslaught of 

the crisis the real exchange rate depreciated by almost 25 per cent between January 2008 

and March 2009, bringing it back to the 2004 level. However, as the crisis subsided and 

copper and gold prices picked up, the trend of rapid real appreciation of the Tugrik has 

recommenced. Between March 2009 and April 2011, it had appreciated by 22 per cent in 

real terms.
57
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The problem of competitiveness is complex. Broadly speaking, the roots of the 

problem may be found in three main areas. 

 Macroeconomic policies. 

 The institutional and regulatory framework for enterprises and entrepreneurs, and the 

overall environment of economic actors. 

 Shortages of human capital with adequate and relevant education, skills and 

competences. 

Putting competitiveness and productive employment at the heart of macroeconomic 
policies 

Macroeconomic policies matter greatly for competitiveness. For a resource-rich 

country such as Mongolia, they present a particular challenge, as export of raw material 

generates large inflows of foreign exchange. As witnessed during the past decade, these 

flows tend to be insensitive to changes in the exchange rate and have the effect of pushing 

up the value of the domestic currency, which in its turn has a detrimental impact on 

competitiveness. It would appear that in the past competitiveness has not been sufficiently 

in focus as a key objective for macroeconomic policies, such as exchange rate and trade 

policies. Inflation targets have arguably exerted a stronger influence on exchange rate 

policies than the need to enhance competitiveness.
58

 A singular focus on controlling 

inflation at the expense of competitiveness would appear to continue to guide exchange rate 

policy as Mongolia emerges from the crisis. A recent IMF study concludes that ‗Moreover, 

the nominal appreciation that took place last year (2010) helped to tighten monetary 

conditions and reduce the increase in inflation. Looking forward, the flexible exchange rate 

regime will continue to be well suited for the Mongolian economy.‘
59

 In contrast to this 

view, a case can clearly be made for making competitiveness an explicit objective of 

foreign exchange policy. A study by UNDP on the role of trade policy for human 

development and poverty reduction in Mongolia concludes that even within the framework 

of WTO membership, there would be substantial scope for more active trade policies aimed 

at promoting inclusive economic growth and human development.
60

  

Thus, in view of Mongolia‘s growth experience during the past decade and of the 

challenges facing open resource rich countries in achieving competitiveness and broad-

based economic development, a strong case can be made for a review of macroeconomic 

policies from the perspective of competitiveness and sustainable and inclusive job-rich 

growth. 

Creating a more enabling business environment 

The institutional and regulatory framework for business in Mongolia has been 

subjected to repeated scrutiny through various investment climate and ‗doing business‘ 

surveys. Drawing on a growth diagnostic analysis,
61

 a recent World Bank country economic 

memorandum on Mongolia identifies five binding constraints in ‗need of immediate policy 

intervention‘.
62

 

 Infrastructure bottlenecks, affecting not least external trade with and through China. 

 Distortionary taxes, a very narrow tax base and complex customs and trade rules. 
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 Poor internal and international coordination between laws and regulations, trade and 

logistics, sector strategies and implementation plans as well as resource use and 

environmental degradation. 

 Growing corruption and inadequate contract enforcement. 

 A high cost of capital primarily due to poor financial intermediation.  

According to the World Bank Enterprise survey of Mongolia in 2009,
63

 the three most 

important constraints facing firms in Mongolia were, in order of importance; (i) poor access 

to finance, (ii) tax rates and (iii) inadequate skills / education among the workforce. It 

would also seem that the high costs of trade imposed by geography are compounded by 

cumbersome bureaucratic procedures, not least for exporting. Both the World Bank 

Enterprise Survey and the Doing Business Survey
64

 point to very high trade related costs 

and time-consuming procedures for customs formalities. The evidence with regard to the 

regulatory framework more generally is contradictory. While the Enterprise Survey points 

to a scope for streamlining and reducing the regulatory framework, the Doing Business 

Survey suggests that in most regards the regulatory framework imposes less of a burden on 

firms in Mongolia than in most other countries in the Asia-Pacific region. On the other 

hand, at least the Enterprise Survey suggests that labour regulations are much less 

frequently identified as a constraint in Mongolia than in neighbouring countries 

 Many measures needed to rectify the identified shortcomings, such as streamlining 

and simplifying regulatory and administrative requirements, would cost little and could 

yield quick results. Others, such as fighting corruption and removing infrastructure 

bottlenecks require sustained and major efforts and investments.
65

  

However, to understand the constraints facing the firms and economic actors in 

Mongolia the concept of business environment needs to be expanded to include not only 

aspects related to the institutional and regulatory framework, but also to what for lack of 

better terms may be called the overall environment of economic actors or businesses. From 

the perspective of an individual entrepreneur or firm, the presence of a dynamic and fairly 

large and sophisticated economic environment, with a multitude of different types of 

businesses, is essential for its own possibilities to prosper. In economic terms this has to do 

with positive agglomeration effects, positive externalities and the possibility of reducing 

transaction costs for the individual firm, which depends on the ease with which an 

entrepreneur of firm can interact with other businesses, access information (about markets, 

technology etc.), market its products and services, obtain support services etc. In other 

words, a low level of local economic activity is in itself an obstacle to economic 

development, creating a vicious circle that needs to be broken.  

It should be remembered that the Mongolian economy is essentially being rebuilt from 

scratch and along entirely new lines. While the old economic structures were rather quickly 

destroyed after the collapse of the socialist economic system in the early 1990s, the 

reconstruction of the economy on the principles of a market economy has proved to be a 

much more protracted process. Hence, most of the structures of a modern market economy 

are still at a fairly early stage of development. This pertains not only to formal institutions 

and regulatory frameworks, but as importantly to businesses providing support services, 

sources of inputs and markets for outputs, complementary economic activities etc. The still 

early stage of development of these fabrics, which are crucial for competitiveness and for 

the prospects of individual firms to prosper and grow, puts Mongolia at a distinct 

disadvantage vis-à-vis most of its neighbouring countries in Asia, not least China. Hence, 
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pro-active efforts to promote economic growth and sustainable enterprises aimed at 

reducing the negative consequences that the weaknesses of the overall economic 

environment have for existing and potential firms and entrepreneurs are needed. It is 

essentially a question of the need for government to step in and help provide the services 

and functions that the market as yet do not adequately provide, largely with a view to 

reduce transaction costs in the economy and for individual firms.  

The weak development of the overall economic environment has strong regional 

implications. While this economic fabric is now developing in Ulaanbaatar, it has yet to 

begin to develop in the rest of the country. Thus, the rapid development and increasing 

sophistication of the economy in Ulaanbaatar in recent years is in itself creating an 

increasingly enabling environment for further economic development, in sharp contrast to 

the situation in most of the rest of the country. Hence, pro-active efforts aimed not only at 

improving the institutional and regulatory aspects of the business environment, but also to 

compensate for the still weak ‗environment of economic actors or businesses‘, will need to 

be combined with efforts to promote local economic development and to promote spatial 

economic integration. This will require central government working in tandem with local 

authorities and close collaboration between the authorities, employers‘ and workers‘ 

organisations and other key stakeholders at both the national and the local level. 

Human resources development 

In recent years, a mismatch between the knowledge, competences and skills produced 

by the educational system and those in demand by firms and enterprises has emerged as an 

important issue. This mismatch is manifested in difficulties for firms to find and recruit 

workers with the desired skills and competences
66

 on the one hand and high rates of long-

term unemployment both generally and among youth, a long transition period between 

leaving school and entering the labour market and problems in accessing formal sector 

wage employment on the other hand.
67

 A recent World Bank study
68

 concluded that the 

three interrelated problems of joblessness, informality and skills mismatches have a 

common root in a poor quality and relevance of the skills and competences produced by the 

educational system. It concluded that ‗the same lack of relevant skills that prevent people 

from getting a formal job also makes workers unable to perform well the tasks required by 

employers‘.
69

 The problem is not new. A recent study on youth employment outcomes in 

Mongolia found that the problems of youth unemployment and difficulties in entering the 

labour market were even more severe in 2002 than in 2006.
70

  

It seems essentially to be a question of a slow supply response to a rapidly changing 

demand for skills, education and knowledge. This slow response is in its turn due to two 

main factors. Firstly, formal education and skills are generally obtained in youth prior to 

entering the labour market. The concept of lifelong learning has yet to make a real impact 

in Mongolia. Hence, the formal education and skills of a large part of the labour force have 

been rendered increasingly obsolete by the dramatic changes in the economy and labour 

market since the early 1990s. Second, it would appear that the education and vocational 

training system is not yet geared up to meet the requirements of the Mongolian labour 

market of today and tomorrow. There are complaints about inadequate quality and 

relevance at both the lower and higher levels of education, a lack of universal standards, 
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curriculum and quality control in higher education and a general lack of accessibility in 

rural areas.
71

 The virtual collapse of technical and vocational training in the 1990s is 

resulting in skill shortages.
72

 The recent establishment of an Agency of TVET, directly 

under the Cabinet is one of several measures taken to address this problem. 

Lastly, cultural factors may also play a role. The high prestige attached to a university 

degree may explain a demand for higher education beyond what would be motivated by an 

assessment of expected private returns as well as detract attention from the issue of labour 

market relevance.  

 

2.3 The challenge of making growth inclusive 

As noted earlier, inequality has been on the rise in Mongolia. The most important 

aspect of this has undoubtedly been the increasing income and consumption gap between 

Ulaanbaatar on the one hand, and the rest of the country (especially, the countryside), on 

the other hand.
73

 While some twenty years ago the income differences between rural and 

urban areas were fairly small, today per capita consumption in the countryside has fallen to 

less than 60 per cent of the level in Ulaanbaatar (Table 5). In addition, inequality has also 

increased within the urban areas as well as within the soum centres. It is clear that the gains 

from economic development have benefitted some, but far from all. Large groups in society 

have ended up as losers, not just in relative, but also in absolute terms. Indeed, it would 

appear that income poverty has increased substantially among herders, the rural population 

and those with low levels of formal education (Table 13).
74

 

Table 13. Poverty by main characteristics of head of household. 

 2002/03 2007/08 

Sector of employment   

-  Agriculture 41.0 49.1 

Occupation   

-   Herder 39.2 49.0 

Location   

-   Rural areas  43.4 46.6 

Educational status   

-   No education 45.8 58.0 

-   Primary education 45.6 51.5 

-   Lower secondary 45.5 48.1 

All households 36.1 35.2 

Source: National Statistical Office (2009: various tables). 

Sustained economic growth is always associated with structural change. The sectors, 

occupations and geographic areas with the greatest potential for growth change over time 

and place, but they seldom coincide with those where the majority of the working poor and 
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 See for instance World Bank (2007). 
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 A survey in 2006 showed that only 3.4 per cent of the young (aged 15-29) had vocational technical education, 

compared to about 8 per cent of their parents (Pastore 2008:31). 
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 Urban areas consist of the capital, Ulaanbaatar, and the centres of the Aimags. Rural areas consist of Soum 

centres and the ‗countryside‘.  
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 A recent World Bank presentation challenges the poverty estimates of the World Bank supported 2007-08 

Household Socio-Economic Survey. This alternative estimate by the World Bank, based on an adjustment of the 

2002/03 poverty line by the consumer price index suggests that poverty actually fell from 36.1 per cent in 2002/03 

to 11.6 per cent in 2007/08 (World Bank [2009]). The discrepancy between the two estimates is simply too large to 

be ascribed to measurement errors, suggesting that an in-depth analysis of the reliability and validity of the 

estimates are warranted. Fact remains that economic growth in the past decade did not result in any commensurate 

increase in productive employment and as a consequence the link between economic growth and improved 

incomes in general and incomes for the poor in particular was weak. 
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unemployed are to be found. For the working poor and unemployed to be able to access the 

opportunities offered by growth and structural change they must be sufficiently endowed 

with the factors that determine employability AND they must be sufficiently mobile. 

Table 14. School attainment among those aged 20-24, 2006/07. Percentages. 

Level of education Urban Rural All areas 

No schooling 1.6 9.3 4.6 

Primary or less 2.7 20.1 9.5 

Lower secondary 11.5 27.5 17.7 

Upper secondary 58.9 31.7 48.3 

Technical & professional 9.7 5.8 8.2 

University 15.6 5.7 11.7 

All levels 100.0 100.0 100.0 

Source: UCW (2009:48). Data from 2006-07 Labour Force Survey 

The most important differentiation of the Mongolian labour force with regard to their 

ability to access productive employment is arguably along geographic lines. Those growing 

up and living in rural areas and, to a somewhat lesser extent, in soum and aimag centres are 

disadvantaged both in terms of employability and labour market access. The educational 

attainment of young people is distinctly lower in rural areas than in urban areas (Table 14). 

Only 43 per cent of the rural youth (aged 20-24) have completed upper secondary education 

or more, as against 84 per cent of the urban youth. Indeed, some 9.3 per cent of the rural 

youth have no formal education and an additional 20 per cent have at most completed 

primary education, leaving them singularly ill-equipped to become productively employed. 

Poor access to educational facilities, in particular at the higher levels, problems with the 

quality of education and competing uses of time, particularly for boys as herders, are likely 

to be some of the main reasons behind the poor educational attainment of the rural youth. 

Poor accumulation of human capital results in poor employability. While the large 

distances, sparse population and nomadic lifestyle makes it a formidable challenge to equal 

employment opportunities for all and to close the rural – urban gap in access to quality 

education, this problem is not new. It was addressed with a fair measure of success during 

the socialist period through a combination of boarding schools, scholarships for higher 

education and incentives, sometimes of a compelling nature, to teachers to take up posts in 

rural areas. Hence, there is a tradition and a past experience to build on in addressing the 

problem now.  

The rural labour force is also handicapped in terms of access to productive 

employment opportunities. The poorly diversified economy outside the capital city implies 

that for most of the rural labour force the occupational options apart from herding are 

severely limited. For most, accessing productive non-agricultural employment requires 

moving to where the jobs can be found, that is to Ulaanbaatar or one of the emerging 

mining centres. 

Thus, poor employability and poor access to productive employment opportunities 

combine to perpetuate poverty in the rural areas and in many aimag centres. Breaking this 

trend will require addressing both of these factors. A rapid broad-based and inclusive 

human resources development stands out as a key issue. Equal opportunities to access high 

quality education and skills training must be a crucial part of a strategy that aims at creating 

a knowledge based economy and society that includes all Mongolians and does not leave 

anybody behind. Closing the increasing rural – urban educational gap is clearly a key 

challenge. 

A diversification of the economy in aimag and soum centres is also needed to increase 

non-farm employment opportunities as well as to create conditions for a more dynamic and 

sustainable development of the agricultural sector and of the regional economies outside the 

capital at large. This will require a development of non-farm economic activities and a 

strengthening of the rural – urban economic linkages. 
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Inequalities in employability and access to productive employment also take other 

dimensions. Despite the fact that young women surpass their male peers in terms of 

educational achievements, they often end up as losers on the labour market. The wage gap 

between women and men has increased in recent years (Table 15). In 2000 the average 

wage for female wage workers was 92 per cent of that for men, by 2007 it had fallen to 86 

per cent and by 2011 to 83 per cent.
75

 To a certain extent this may reflect an 

overrepresentation of women in low-wage sectors, such as trade. However, also within 

individual sectors there has been a distinct increase in the wage gap.  

Table 15. Average wage by sex and economic sector in 2000 and 2007, in USD. 

 2000 2007 

 All Female Male All Female Male 

A  Agriculture 45 38 49 77 72 82 

C  Mining  55 53 56 188 152 196 

D  Manufacturing 61 65 56 137 116 162 

F  Construction 65 61 67 143 134 146 

G  Trade  58 57 61 105 104 107 

I  Transport & com. 73 70 75 149 135 160 

All sectors 58 55 60 148 136 159 

Source: http://laborsta.ilo.org.  

Young women also find it more difficult to get a first foothold on the labour market 

than the young men do. The transition period between leaving school and obtaining the first 

job is somewhat higher for girls than boys and among those aged 20-24 some 22 of the 

women are inactive in the sense that they are neither in education nor in the labour force as 

against 13 per cent of the men.
76

 On the other hand, young women are somewhat more 

likely than the young men to obtain wage employment.
77

 

During the past two decades the Mongolian economy and society have undergone 

dramatic structural changes. The envisaged development in the years to come of Mongolia 

into a high middle-income country based on highly skilled human resources and advanced 

technology will inevitably entail continued rapid structural change. While education and 

skills will be crucial to access the new employment opportunities created by structural 

change, it will not be enough to achieve equal access to attractive employment 

opportunities. As the most dynamic economic sectors and regions are unlikely to coincide 

with those where the majority of the working poor and the unemployed are found, 

vocational, geographical and social mobility becomes crucial to access the emerging new 

employment opportunities. A well-functioning labour market offering equal access without 

hindrance is similarly important. 

The establishment of a comprehensive social security system that guarantees adequate 

social protection is fundamental for achieving economic development and structural change 

that is truly inclusive. Social and economic security is a prerequisite for achieving a high 

degree of labour market mobility that is governed by the principle of equal opportunity and 

to ensure that no parts of the population are deprived of opportunities to actively participate 

and benefit from economic development and structural change. Adequate social protection 

is also essential to capture those who for one reason or another fall at the wayside of 

development. 

                                                      
75
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 Some 27 per cent of the women aged 15-24 and in the labour force had wage employment in 2006/07 as against 

23 per cent of the men (UCW [2009: 40]). 
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The problem of the geographic polarisation of economic development, with an 

increasingly dynamic and sophisticated economy in the capital and lack of any such 

development in most of the rest of the country, merits special attention. Successfully 

addressing this issue is essential for reducing inequality in access to productive 

employment, and poverty. Arguably, it is also important for achieving sustainable and job-

rich growth in the country as a whole. Fostering a dynamic and broad-based economic 

development outside the capital will require well-conceived and forceful local and regional 

development efforts backed up by suitable policies at the national level. This, in its turn 

will require a good understanding of the nature of the main constraints on entrepreneurship 

and enterprise development in urban centres outside the capital and the scope for 

government interventions to remove or mitigate these constraints. 

 

3. Towards an employment-centered strategy for productive 
transformation 

Looking ahead, the years to come offer both great opportunities and challenges. The 

economic crisis bottomed out during the first half of 2009 and has been followed by 

recovery that was as swift as the decline had been a year earlier. The rate of growth is 

expected to increase considerably as the new large mines come on stream and GDP is 

estimated to grow by more than 80 per cent over the 2011-2015 period.
78

 The recovery has 

been fuelled by a sharp increase in copper prices, which by May 2011 had almost trebled 

since the trough in March 2009 and exceeded the pre-crisis peak price, and by large inflows 

of FDI as investments in Oyu Tolgoi mine, which is expected to become one of the world‘s 

largest copper mines, have gained momentum. The general mood has shifted from gloom to 

exhilaration as the magnitude of the impact of the two new mega-mines in the south of the 

country on the economy in the coming years became clear. A rapid increase in fiscal 

revenue from the mining sector will greatly expand the room for public investment in 

human resources development, social security and in physical infrastructure. It will also 

provide a much needed policy and fiscal space to implement ambitious development 

strategies and policies.  

However, this unprecedented mining boom will also bring huge challenges. There is 

an obvious risk that Mongolia will revert to a path of high, but essentially job-less growth 

that characterised the past decade. The massive scale-up of mining will inevitably result in 

a strong upward pressure on the exchange rate as well as upward pressure on domestic 

wage rates and on inflation, all of which would further undermine the already poor 

competitiveness of the tradable sectors of the economy and work against economic 

diversification and a more broad-based economic development. Mismatches between the 

supply and demand for skills and a further concentration of growth to the capital and a few 

mining sites, if not addressed, may aggravate the already pronounced regional economic 

imbalances and inequality in access to productive employment opportunities. 

Mongolia needs to achieve a shift of its development path away from a natural 

resource dependent growth to a sectorally and regionally broad-based economic 

development driven by human resources. This will require a productive transformation 

based on four inter-related processes: 

 Structural change aimed at broadening the economic base, with a particular focus on 

manufacturing and tradable services and with a view to develop strong value added 

chains and multiplier effects in the economy. 

 The adoption of more sophisticated technologies and knowledge and a move towards the 

production of more technology and knowledge intensive goods and services with a high 

value added. 
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 A rapid development of the human resource base and of capabilities for development at 

both the individual and collective level.
79

 These capabilities determine the ability of the 

economy to assimilate and apply new and more advanced technologies and modes of 

production and to produce increasingly sophisticated products and services.
80

 

 A regionally broad-based economic development that allows the whole country to 

flourish and effectively reduces the present inequality in access to productive 

employment opportunities between rural and urban areas, between different regions and 

between Ulaanbaatar and the rest of the country.  

This requires a comprehensive approach to development. It requires the formation and 

implementation of mutually supportive policies for industrial and economic development, 

for technological development and knowledge management, and for human resources 

development within the framework of a coherent overall strategy for productive 

transformation. It also requires that macroeconomic policies, such as trade, exchange and 

monetary policies are revisited with a view to align them to the goal of increasing 

productivity and competitiveness and with the overall development goals.  

Vast distances and a sparse population make regional and rural development a 

formidable challenge. However, it is generally recognized that the increasing polarization 

between a dynamic capital city and a stagnant countryside is unacceptable and that this 

trend must be broken and reversed. While it is beyond the scope of the present study to 

elaborate on the details of a regional and rural development strategy, a few consideration 

nevertheless deserves to be mentioned. 

 Equal opportunities to high quality education and vocational training, as well as to 

health care and other social services, must be given high priority in order to close the 

widening gaps in these regards between rural and urban areas and between Ulaanbaatar 

and the rest of the country.  

 A lack of diversified and functioning markets implies that many of the services and 

functions that normally are provided by the market will need to be produced in an 

organized manner through formal collaboration between local institutions, including 

local governments. Voluntary organization of herders and other small-scale 

entrepreneurs into producer cooperatives can be an effective way of overcoming 

problems of poor market access and distribution channels, lack of market information, 

poor access to credit and lack of producer services. Promotion of sub-contracting among 

larger firms that process and market goods from rural producers can provide another 

complementary way of addressing these problems. Local businesses and entrepreneurs 

need to join hands with local authorities, financial institutions, and trade unions and 

employers‘ organisations to solve common problems and to promote local economic 

development. 

 Value added chains need to be developed linking rural producers, not least in the area of 

animal husbandry, with processing and marketing in urban areas. Rural areas need to be 

linked to markets in small and medium-sized towns where herders and others can sell 

their produce and buy the inputs, goods and services they need. These urban centres in 

their turn need to be linked to each other and not least linked to the capital city. A strong 

and well-functioning network of towns is of fundamental importance to both regional 

and rural development. The strengthening of aimag centres and other urban centres 
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outside of Ulaanbaatar through a diversification and deepening of their economies and 

enhanced provision of public services is therefore very important. 

 Administrative decentralization and a considerable degree of local autonomy have often 

been found to be a necessary condition for successful regional development. Local 

authorities have detailed knowledge about local conditions, challenges and 

opportunities, which inevitably is lacking at the central level, and a considerable degree 

of local autonomy is essential for effective alliances between local governments and 

local economic actors and stakeholders (cooperatives, business associations, banks, 

employers‘ and trade union organization etc.).  

 Regional development strategies need to be locally owned and controlled. The local 

partners must be given the lead role in the identification of the problems, challenges and 

opportunities, as well as in the identification of solutions and formulation of policies and 

interventions. External partners, such as central government agencies and external 

donors can play an important role, but primarily by providing technical assistance, 

funding and coordination.  

 Physical infrastructure is of crucial importance in overcoming the ‗tyranny of distance‘ 

in Mongolia. In order to make it possible for the whole country to develop and flourish 

large investments in transport and communication infrastructure are needed. Most 

probably, the costs of transport may also need to be subsidized to help overcome the 

disadvantages of distant location of economic activities. 

 Lastly, Mongolia is not alone in facing the challenges of redressing unbalanced regional 

development. A vast amount of experience has been accumulated over the years from 

the efforts, some more successful than others, of other countries to promote economic 

development in geographically disadvantaged and economically undeveloped regions 

and rural areas. Mongolia can benefit from learning from these experiences by 

judiciously adapting policies and strategies that have proven successful under similar 

circumstances elsewhere, while at the same time avoiding the many errors and failures 

that all too often have characterized political endeavours in this field. 

The need for a visionary and forceful strategy to put Mongolia on the path of a 

sustainable and inclusive development based on its human resources is clearly recognized 

and reflected in Mongolia‘s new national development strategy,
81

 which directly addresses 

the challenge of increasing competitiveness and avoiding falling victim to a ‗resource 

curse‘. Moreover, it sets a gradual transformation of Mongolia from a natural resource 

based to a human resource based economy as a main long term objective. To this end, 

investments in human resources and a move to a high technology based society and 

economy are recurrent themes throughout the plan, as is the need for policies in support of 

economic diversification, export promotion and import substitution. With a strong and 

active role of the state and for development engineering, the plan also reflects a clear and 

welcome shift in development philosophy away from the dogma prescribing liberalization, 

privatization and macroeconomic stability as prerequisites for economic development.  

This visionary development strategy implies a need for a sharp focus on productive 

employment. This has been clearly manifested in the implementation of a comprehensive 

process of participatory and bottom-up tripartite consultations, in the form of regional 

employment fora in some 22 aimags organised jointly by the Government and the social 

partners, leading up to and culminating in the National Employment Conference in October 

2010. In recognition of the determination of both the Government and the social partners in 

Mongolia to forcefully address the challenges of achieving productive employment and 

decent work for all, Mongolia was selected by the ILO as a forefront country for the 

implementation of the Global Jobs Pact in June this year. This decision was subsequently 
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translated into a Government decision in July 2010. This will bring the collaboration 

between Mongolia and the ILO to a new and higher qualitative level. The ILO looks 

forward to working with its partners in implementing the Global Jobs Pact in Mongolia and 

in making the vision of an inclusive human resource based development a reality. 
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Appendix 

 
Table A1. Development of the gross domestic product. 
 

Year 
GDP at constant prices (base = 2005) 

million tugrik 
Rate of growth (%) 

1990 2'227'311 
 1991 2'033'679 -8.7 

1992 1'845'432 -9.3 

1993 1'786'954 -3.2 

1994 1'825'094 2.1 

1995 1'941'470 6.4 

1996 1'984'864 2.2 

1997 2'062'208 3.9 

1998 2'131'085 3.3 

1999 2'196'517 3.1 

2000 2'221'690 1.1 

2001 2'287'290 3.0 

2002 2'395'547 4.7 

2003 2'563'347 7.0 

2004 2'835'713 10.6 

2005 3'041'406 7.3 

2006 3'301'636 8.6 

2007 3'639'988 10.2 

2008 3'963'960 8.9 

2009 3'913'673 -1.3 

2010 4'159'973 6.3 
Source: National Statistical Office (2010).  
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Table A2. Sector distribution of total value added produced at current prices. Percentages. 
 

Year Agriculture 

Industry Services 

Mining Manufacturing 
Other 

industry 
Construction Trade Transport 

Other 
services 

1990 12.9 12.9 21.0 2.7 5.9 17.4 8.4 18.9 

1991 13.1 11.6 18.8 2.4 5.3 19.4 5.2 24.2 

1992 27.2 12.2 19.8 2.5 2.4 11.8 4.1 20.1 

1993 27.9 10.8 17.6 2.3 1.8 17.8 5.5 16.4 

1994 29.3 11.0 17.9 2.3 2.3 12.6 6.8 17.8 

1995 34.4 12.0 18.2 2.3 2.1 10.3 4.9 15.8 

1996 41.0 11.0 8.2 2.4 3.6 10.9 5.8 17.1 

1997 34.8 15.3 9.1 3.4 3.0 12.2 6.2 16.1 

1998 35.1 9.3 7.7 4.3 3.2 13.8 7.3 19.3 

1999 34.8 9.6 7.7 3.9 3.3 12.7 7.2 20.9 

2000 30.9 12.2 7.5 2.8 2.5 11.7 8.5 24.0 

2001 26.4 9.6 9.5 3.5 2.5 11.6 9.8 27.1 

2002 21.5 10.6 7.3 4.5 3.1 12.8 11.0 29.2 

2003 20.8 12.7 7.5 3.9 4.3 12.2 10.2 28.4 

2004 22.6 18.7 6.2 3.7 3.3 10.4 9.5 25.5 

2005 22.1 23.5 6.4 3.3 3.0 9.0 9.4 23.3 

2006 19.6 31.6 6.0 3.0 2.4 8.1 7.9 21.3 

2007 20.5 30.0 6.9 2.5 2.4 7.7 7.2 22.8 

2008 21.4 22.5 7.3 2.5 2.1 8.7 7.1 28.4 

2009 19.6 21.4 7.1 3.1 1.4 7.9 9.1 30.3 

2010 18.1 24.8 7.3 3.2 1.5 9.0 9.3 26.8 
Source: National Statistical Office (2010). 
Remark: Agriculture includes hunting, forestry and fishing   

Trade includes wholesale and retail trade, restaurants and hotels. 
Transport includes Transport, storage and communications. 
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Table A3a. Development of GDP and value added by main economic sectors, sectoral deflators. Index 
1995=100.  

Year GDP Agriculture 

Industry 
 Services 

Mining Manufacturing 
Other 

industry 
Construct

ion 
Trade Transport 

Other 
services 

1990 114.7 112.0 .. 353.5 .. 218.5 148.0 337.2 .. 

1991 104.7 100.9 .. 305.4 .. 169.6 120.7 303.9 .. 

1992 95.1 98.8 .. 290.0 .. 100.5 94.1 186.0 .. 

1993 92.0 97.9 .. 269.8 .. 86.1 100.5 156.2 .. 

1994 94.0 99.8 .. 274.3 .. 94.4 99.6 147.6 .. 

1995 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

1996 102.2 102.1 103.9 84.4 99.2 101.3 99.5 109.2 106.5 

1997 106.2 106.6 109.7 72.8 99.8 98.8 115.0 114.4 106.2 

1998 109.8 112.1 113.8 74.3 101.6 96.4 111.4 122.4 105.4 

1999 113.1 115.4 116.1 71.1 104.9 96.5 111.2 122.6 109.0 

2000 114.4 96.5 121.8 68.5 105.0 82.0 136.3 147.6 113.7 

2001 117.8 78.0 132.1 93.6 107.4 91.5 142.2 167.5 119.7 

2002 123.4 69.5 124.6 117.1 112.7 112.5 177.6 198.3 129.5 

2003 132.0 72.8 123.5 134.2 114.0 172.0 192.5 226.0 138.9 

2004 146.1 84.6 161.1 129.8 119.0 161.2 185.6 245.2 144.7 

2005 156.7 94.1 180.6 105.0 120.2 187.2 193.1 302.0 155.3 

2006 170.1 100.3 190.2 117.9 124.5 194.9 219.8 335.3 161.3 

2007 187.5 114.8 192.3 150.3 132.4 209.1 233.5 419.8 175.1 

2008 204.2 120.1 189.2 154.3 143.2 180.3 266.8 500.6 203.6 

2009 201.6 124.5 200.1 140.4 151.9 118.9 237.0 540.4 207.7 

2010 214.3 103.6 212.7 156.2 160.3 137.5 289.2 589.6 201.0 
Source: National Statistical Office (2010). 
Remark: Based on 2005 constant sector prices. 

Agriculture includes hunting, forestry and fishing 
Trade includes wholesale and retail trade, restaurants and hotels. 
Transport includes transport, storage and communications. 
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Table A3b. Development of GDP and value added by main economic sectors, GDP deflator. Index 
1995=100.  

Year GDP Agriculture 

Industry 
 Services 

Mining Manufacturing 
Other 

industry 
Construct

ion 
Trade Transport 

Other 
services 

1990 114.7 44.0 126.4 135.2 134.9 328.1 197.8 337.2 140.6 

1991 104.7 38.0 96.5 102.8 103.1 247.3 187.8 303.9 152.7 

1992 95.1 74.6 95.8 102.3 101.9 108.3 107.6 186.0 120.0 

1993 92.0 72.7 81.1 86.7 86.6 76.9 154.7 156.2 92.9 

1994 94.0 79.4 85.4 91.3 91.2 102.7 114.2 147.6 105.0 

1995 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

1996 102.2 120.9 93.1 45.4 104.4 172.3 107.2 109.2 110.1 

1997 106.2 105.3 133.1 52.0 149.6 145.7 123.3 114.4 106.1 

1998 109.8 109.4 83.2 45.0 195.8 162.4 143.3 122.4 131.0 

1999 113.1 110.2 87.7 46.0 179.3 167.6 134.1 122.6 144.1 

2000 114.4 96.4 109.2 44.4 126.4 126.8 121.2 147.6 162.9 

2001 117.8 83.2 87.4 56.2 163.1 129.5 122.0 167.5 185.9 

2002 123.4 71.7 101.6 45.6 222.0 169.7 142.5 198.3 211.7 

2003 132.0 74.8 131.5 50.8 206.5 250.4 146.2 226.0 223.0 

2004 146.1 89.9 213.7 46.7 215.7 213.8 137.9 245.2 220.7 

2005 156.7 95.3 291.8 52.2 208.2 208.7 130.2 302.0 219.0 

2006 170.1 92.2 426.8 53.5 203.5 182.4 127.3 335.3 217.8 

2007 187.5 106.2 447.5 67.7 193.6 200.4 132.4 419.8 257.2 

2008 204.2 120.6 363.9 77.5 204.9 189.2 163.0 500.6 347.9 

2009 201.6 110.7 347.0 75.2 253.3 131.3 149.2 540.4 371.8 

2010 214.3 104.7 412.4 80.0 270.5 138.2 172.7 589.6 338.0 
Source: National Statistical Office (2010).  
Remark: Figures based current prices deflated by a the overall GDP deflator based on 2005 prices. 

Agriculture includes hunting, forestry and fishing 
Trade includes wholesale and retail trade, restaurants and hotels. 
Transport includes transport, storage and communications. 
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Table A4. Development of employment, value added and labour productivity by economic sector, 1995-
2007. 

 
1995 2000 2003 2007 

Employment (1,000) 

Agriculture 354.2 393.5 387.5 385.6 

Mining 18.2 18.6 31.9 44.1 

Manufacturing 67.3 54.6 54.9 47.9 

Utilities 22.6 17.8 22.7 31.1 

Construction 29.5 23.4 35.1 60 

Trade & restaurants 78.5 97.2 153 194.6 

Transport & com. 31.6 34.1 39.5 44.1 

Other 165.7 169.8 201.9 216.7 

All sectors 767.6 809 926.5 1024.1 

Value added (million tugrik) at 2005 constant prices 
 

Agriculture 639'698.4 617'417.5 465'567.8 734'097.9 

Mining 355'553.9 433'109.8 438'979.5 683'848.5 

Manufacturing 166'862.9 114'258.9 223'988.1 250'807.8 

Utilities 74'602.1 78'314.2 85'076.2 98'751.0 

Construction 43'480.2 35'649.0 74'765.9 90'895.4 

Trade & restaurants 127'800.3 174'161.5 246'020.3 298'403.7 

Transport & com 85'005.4 125'470.9 192'109.1 356'819.6 

Other sectors 409'341.3 465'510.2 568'537.9 716'834.5 

All Sectors 1'902'344.5 2'043'892.0 2'295'044.8 3'230'458.4 

Labour productivity ('000 tugrik ) 
  

Agriculture 1’806 1’569 1’201 1’904 

Mining 19’536 23’285 13’761 15’507 

Manufacturing 2’479 2’093 4’080 5’236 

Utilities 3’301 4’400 3’748 3’175 

Construction 1’474 1’523 2’130 1’515 

Trade & restaurants 1’628 1’792 1’608 1’533 

Transport & com. 2’690 3’679 4’864 8’091 

All sectors 2’478 2’526 2’477 3’154 

Sources: National Statistical Office (2010); http://laborsta.ilo.org 
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Table A5. Development of value added, employment and productivity by economic sectors. Index: 
1995=100. 

 2000 2003 2007 

Employment 
   

Agriculture 111.1 109.4 108.9 

Mining 102.2 175.3 242.3 

Manufacturing 81.1 81.6 71.2 

Utilities 78.8 100.4 137.6 

Construction 79.3 119.0 203.4 

Trade & restaurants 123.8 194.9 247.9 

Transport & com. 107.9 125.0 139.6 

Other 102.5 121.8 130.8 

All sectors 105.4 120.7 133.4 

Value added 
   

Agriculture 96.5 72.8 114.8 

Mining 121.8 123.5 192.3 

Manufacturing 68.5 134.2 150.3 

Utilities 105.0 114.0 132.4 

Construction 82.0 172.0 209.1 

Trade & restaurants 136.3 192.5 233.5 

Transport & com 147.6 226.0 419.8 

Other sectors 113.7 138.9 175.1 

All Sectors 107.4 120.6 169.8 

Labour productivity  

Agriculture 86.9 66.5 105.4 

Mining 119.2 70.4 79.4 

Manufacturing 84.4 164.6 211.2 

Utilities 133.3 113.5 96.2 

Construction 103.4 144.5 102.8 

Trade & restaurants 110.1 98.8 94.2 

Transport & com. 136.8 180.8 300.8 

All sectors 101.9 100.0 127.3 

Source: Based on Table A4. 
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Table A6. Labour market characteristics 2008-2010. Figures are in thousands, except where indicated. 

TOTAL 2008 2009 2010 

Working age population (15+) 1'651.7 1'823.5 1'843.5 

Labour Force/active population 1'009.3 1'120.3 1'129.8 

Employed 904.4 977.4 1'023.7 

Unemployed 104.9 142.9 106.1 

Inactive population 642.4 703.2 713.7 

Labour force participation rate (%) 61.1 61.4 61.3 

Employment rate (%) 54.8 53.6 55.5 

Unemployment rate (%) 10.4 12.8 9.4 

FEMALE 
   Working age population (15+) 862.9 937.3 943.9 

Labour Force/active population 487.1 524.2 529.4 

Employed 434.4 460.9 482.4 

Unemployed 52.7 63.3 47.0 

Inactive population 375.8 413.1 414.5 

Labour force participation rate (%) 56.4 55.9 56.1 

Employment rate (%) 50.3 49.2 51.1 

Unemployment rate (%) 10.8 12.1 8.9 

MALE 
   Working age population (15+) 788.8 886.2 899.6 

Labour Force/active population 522.2 596.1 600.4 

Employed 470.0 516.5 541.3 

Unemployed 52.2 79.6 59.1 

Inactive population 266.6 290.1 299.2 

Labour force participation rate (%) 66.2 67.3 66.7 

Employment rate (%) 59.6 58.3 60.2 

Unemployment rate (%) 10.0 13.4 9.8 
Source: National Statistical Office (2011a).  
Remarks: Labour force participation rate is defined as labour force as a percentage share of working age population. 

Employment rate is defined as number of employed persons as a percentage of working age population. 
Unemployment rate is defined as the number of unemployed persons as a percentage of the labour force. 
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Table A7. Characteristics of employment 2008-2010. Figures are in thousands, followed by percentages 
in brackets. 

 
2008 2009 2010 

Currently employed persons aged 15+ 904.4 977.4 1023.7 

By gender: 
   

Male 470  (52) 516.5  (52.8) 541.3  (52.9) 

Female 434.4  (48) 460.9  (47.2) 482.4  (47.1) 

By region: 
   

Urban 463.7  (51.3) 524.3  (53.6) 560.2  (54.7) 

Rural 440.7  (48.7) 453.1  (46.4) 463.5  (45.3) 

By status: 
   

Paid employee 384.9  (42.6) 395.2  (40.4) 453.5  (44.3) 

Employer 11.5  (1.3) 21.3  (2.2) 11.6  (1.1) 

Self employed 313.3  (34.6) 226.4  (23.2) 236.9  (23.1) 

Unpaid family worker 194  (21.5) 99.5  (10.2) 86.4  (8.4) 

Employed in animal husbandry .. 232.2  (23.8) 233.5  (22.8) 

Other 0.7  (0.1) 2.8  (0.3) 1.8  (0.2) 

By sectors: 
   

Agriculture 336.1  (37.2) 336.8  (34.5) 325.2  (31.8) 

Industry 144.2  (15.9) 149.2  (15.3) 170.1  (16.6) 

Mining 27.6  (3.1) 31.7  (3.2) 37.6  (3.7) 

Manufacturing 58.2  (6.4) 58.6  (6) 65.5  (6.4) 

Utilities 17.9  (2) 15.2  (1.6) 20.8  (2) 

Services 424.1  (46.9) 491.4  (50.3) 528.4  (51.6) 

Construction 40.6  (4.5) 43.7  (4.5) 46.2  (4.5) 

Trade & restaurants 135  (14.9) 186.4  (19.1) 173.8  (17) 

Transport & com. 71.7  (7.9) 75.2  (7.7) 93.8  (9.2) 

Other 217.3 229.8 260.8 

Source: National Statistical Office (2011a).  
Remarks: Labour force participation rate is defined as labour force as a percentage share of working age population. 

Employment rate is defined as number of employed persons as a percentage of working age population. 
Unemployment rate is defined as the number of unemployed persons as a percentage of the labour force. 
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