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The USAID/CHF GER Initiative (formerly the Support to Enterprises and Economic
Development (SEED) Program) provides small business development services, information,
and training to the peri-urban "Ger Districts" of Darkhan, Erdenet, and Ulaanbaatar. This report
provides a rapid assessment of Erdenet's potential small business client base and business
environment, identifies impediments to small and medium enterprise (SME) development and
general employment growth, and describes potential program collaborators.

Ger District residents test the definition of "employed"-- they are generally economically active,
but typically underemployed in low paying, informal sector activities. Unemployment estimates
for Erdenet Ger District residents range from 8.6% (registered unemployed) to 50%
(unemployed and underemployed who are looking for better jobs), depending on the definition
used.

The program's first priority will be Ger District small business clients in small construction,
textiles, food processing, vegetable production, and some key new startups. Erdenet's largest
businesses and employers are in mining, construction, heavy industry, textiles, and food
processing. While not direct program clients, they are important as buyers of clients' products
and services and are major employers of Ger residents

Erdenet's banks do a very good job of providing credit, but with most emphasis on very short
term, typically three month, consumer loans. Effective use of credit by small businesses is
small because of high interest rates, limited availability of medium term (6 - 12 month)
investment loans, and high collateral requirements. Except for micro credit, loans generally
require an apartment or other real estate as collateral. There is great potential for the program
to collaborate with banks and serve as an objective "honest broker" for small business clients.
We will assist clients with loan applications, meeting banks' recorc keeping requirements, and
with business planning and financial analysis in order to develop more creditworthy loans.

The program will explore possibilities to collaborate with local business services providers, such
as the Erdenet Chamber of Commerce and Industry, the agricultural extension service, local
consulting firms, and training institutions. A key goal of the program is to develop se,f
sustaining business development services through collaboration with and capacity building for
local institutions. We have also made contact with several local government offices and
identified areas for collaboration in the areas of employment matching and business
development policy. Our goal is to develop dialogue between government agencies and the
small business community in the areas of business development and regulation.

1



1 Obiective

The USAID/CHF GER Initiative (formerly the Support to Enterprises and Economic
Development (SEED) Program) provides small business development services, information,
and training to Mongolians living in the peri-urban areas of Darkhan, Erdenet, and Ulaanbaatar.
This Erdenet Rapid Needs Assessment represents the start-up phase for the opening of the
GER Initiative office in Erdenet. A detailed one year Work Plan covering all three offices is
available separately'.

The purpose of the Rapid Needs Assessment (RNA) is to assess the potential client base and
business environment, identify impediments to small business development and employment
growth, and identify collaborators in the business community, government agencies, and local
training institutions. The Erdenet RNA benefited from the experience of the Darkhan RNA of
October 2002, which was conducted mainly by expatriate consultants. By contrast, the Erdenet
RNA was conducted primarily by the new Erdenet Business Development Center advisor staff,
hired March 17, 2003.

This report is the first activity of the Erdenet Business Development Center (BDC) and
represents the first step in CHF's assessment of clients and the SME business environment in
Erdenet. The nex1task of the Erdenet BDC will be to identify, register, and assess new clients
as quickly as possible. The registration form and business assessment interviews will provide a
more detailed perspective of SME economic conditions, constraints to business development.
demographics, and potential for developing group services. We have been fortunate in that the
local government's statistical service and other project reports have given us a reasonably good
statistical base from which to plan our operations. We will conduct a similar Rapid Needs
Assessment using local staff in Ulaanbaatar in May-June, as the first activity of opening that
BDC.

2 Background of Erdenet and Its Ger District

2.1 Overview

Historically, Erdenet city originated from the Erdenet Copper Mining Company, one of the 10
largest mining operations in the world. Erdenet city was established in 1974. It is the third
largest city in Mongolia and is located 380 kms from Ulaanbaatar. The population is 75,752,
34,583 of which live in the Ger District, as oflate 2002. Administratively, Erdenet city is divided
into 16 bhags and, according to the residents' preferences, 5 main districts: Govil, Tosgon.
Gorod (or new city), Khoroolol and Denj.

Govil and Tosgon are generally industrial sections of the city, which includes the wood
processing industry, military base, railroad, Erdenet Copper Mining Company, steel and

1 Lassiter. Greg; and Margaret Herro, "Work Plan for Year 1: August 16. 2002 - August 15. 2003: USAIDfCHF Support to
Enterprises and Economic Development {SEED} Program. Oarkhan. ~..longotia. November 15. 2002.
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metallurgical production, wholesale storage, electric and heating plant, Erdenet and SUlgan
Electricity Distribution Center, carpet and food production, alcohol production, and construction
industries.

Khoroolol and Denj contain the main sections of Ger Districts and private housing. Gorod or
new city is the main residential section of Erdenet city and contains apartment buildings,
hospitals, schools, the theater, sport complex building, trade and service centers, central
market, and kindergartens. Apartment buildings are located in 6 micro districts. Overall,
Erdenet is considered a well-organized and clean city.

2.2 Ger Districts

The Erdenet Ger District includes 9 bhags, of which all except Malchin bhag (located 20 km
from Erdenet) will be covered by our Rapid Needs Assessment. A total of 34.5 thousand
people or 8.5 thousand families live in the Ger District (including 16.9 thousand males and 17.6
thousand females), which comprise 43.4% of Erdenet's total population. Ger residents are
mainly low-income families, pensioners, and unemployed persons, who are engaged in cottage
industries and other subsistence activities. Of the 5,305 employees of the Erdenet Copper
Mining Company, who are considered relatively high wage workers, 982 workers reside in the
Ger Districts. The Erdenet Ger Districts experience population pressure and have small land
area per family. In addition, an increasing number of former apartment dwellers have moved
to the Ger District, due to increased apartment costs over the last few years.

The Ger Districts are located in three different parts of Erdenet city. They consist of three small
and one large district:

• Govil Ger District is located in the industrial section of Erdenet and contains fewer Ger
residents and has a lower population density. Most of these ger residents are military
workers, military pensioners, or unemployed persons. The residents in this Ger District
are among the poorest.

• Tosgon Ger District was built for workers and employees of the Erdenet Carpet
Company and contains some older buildings. Many new Ger residents have moved
here over the last a few years.

• Erdenet Ger District is the largest Ger District. It is located on the west side of the city
and contains 5,241 families. This Ger District is well organized and relatively cleaner
than other Erdenet Ger Districts or those of Darkhan and US. Living standards of these
Ger residents are generally higher and better than Govil and Tosgon Ger residents. The
residents are mainly pensioners and workers of the Erdenet Copper Mining Company.
Most inhabitants have been liVing here for at least three years, except in Narah,
Rashaant and Sahnd bhags, which were added during the last 3 years when the Ger
Districts doubled. Most of ger residents are family gardeners and small Kiosk owners,
but some of them own automobiles. The Mongolian national TV channel, a local TV
channel, and 2 Russian channels are available here. The Ger district has electricity
services, but no running water or sewage services. There is a relatively higher water
table, where ger residents can obtain potable water from wells. There are also services,
such as a hospital, schools, trading and servicing centers, and a post office branch in
this Ger district. The bhag governor's office is located in one building

• Denj Ger District is a relatively new Ger District in Erdenet and has been built only
over the past 2 years. Immigrants and new ger residents reside here. Only electricity
services and TV channels are available here.

Currently, more than 2,000 individuals have requested land to settle in the Ger Districts of Denj,
Shand and Tosgon bhags.
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2.3 Infrastructure

Erdenet has very good infrastructure and services relative to other large cities in Mongolia,
largely as a result of the presence of the Mongolian-Russian joint venture Erdenet Copper
Mining Company, which utilizes 60% of total energy consumption in Mongolia and produces
30% of the national budget.

The Erdenet-Sulgan Electric Network Center consists of 2 main parts: electricity generation
and electricity distribution. It provides Sulgan, Kharkhorin, and Uvurkhangai with a reliable
electricity supply. There are 2 Power Stations (electric & heating plant) in Erdenet that provide
the entire city with a reliable heating system.

Erdenet's potable water supply is provided from Selenge River, 65 km from the city. Erdenet
has a relative deep water table (50+ meters), so generally it is difficult for its Ger residents to
obtain potable water from private wells. Potable water for the Ger residents is distributed by the
city administration via neighborhood cisterns (1.5 tugriglliter). This is a major limitation on
home gardening.

Erdenet city has a good roads. It also has good road and rail connections to Darkhan and
Ulaanbaatar, and via Darkhan north to Russia. The road to Darkhan is less than one year old.
Driving time is 2 hours to Darkhan, 3 hours to the Russian border, and 4 hours to Ulaanbaatar.

Mongolian Telecommunication Company provides city telecommunication services. Cellular
phone services are supplied by Mobicom and Skytel companies. There are 2 internet proViders
in Erdenet and 5 internet cafes operate in the city. Although Mongolian Telecommunication
company has expanded its activity in Denj and Khoroolol, it is not yet sufficient for the Ger
residents.

The health sector employs 245 doctors and 451 nurses. Per 10,000 persons, there are 31
doctors, 57 nurses, and 55 hospital beds. There are 56 private businesses in the health sector,
including 25 drugstores, 12 dental services, and 19 other medical and treatment services

Overall, the infrastructure, pUblic services, and schools in Erdenet are considered quite good,
largely due to the higher tax base provided by the Erdenet Copper Mining Company.

2.4 Demography and Migration

2.4.1 Population Characteristics

Administratively, Orkhon aimag is divided into 2 soums: Sayan-Undur Soum (or Erdenet city)
and Jargalant Soum. Sayan-undur Soum (Erdenet city) is the main residential part of the
aimag, where 95.5% of total aim2g population live. For the purpose of this report, any reference
to Erdenet or Erdenet city will also mean Sayan-Undur Soum.

The total population of Erdenet city at the end of 2002 was 75,752, with 35.7% of the total
population 0-15 years old, 58.7% - working age, and 5.6% retired. Erdenet's Ger District
contains 34,583 persons, or 8,537 families. The Erdenet population by Shag is presented in
Table 1.
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Table 1. Erdenet Ger District Population by Shag

Description
Total

Males Females Total I
Population Families

Total population 75.752 I 36.617 39.135 i 18,322
Of which, All Ger Districts 34,583 i 16,924 17,659 ! 8537

Denj bhag 3,0881 1,496 1.592 i 856 i

Shand bhag 4,469 ! 2.265 2,2041 1,100
Naran bhag 3,648 1.827 1,821 830
Tsagaanchuluut bhag 4,086 ! 1.968 2.118 908
Bulag bhag 5.928 2.865 3,0631 1,400
Bayantsagaan bhag 2.977 i 1,461 1,516 799
Govil bhag 2.677 1,307 1,370 647

I Rashaant bhag 4.1051 1,965 2,140 1,003
i Malchin bhag 3,605 1.770 1.835 994

The 2000 Aimag Statistics shows that there are total 59,492 persons over 7 years old, 83% or
49,366 of which are educated. Of these. elementary educated were 10.567, unfinished
secondary education 12.289. secondary education 13.597. professional education 1,737,
unfinished higher education 5.773. and higher educated 5,403. Another 1,537 persons had not
completed enough elementary school to be literate.. In 2002. there are 1.6 thousand students
at the universities and colleges. 21.2 thousand children at 14 secondary schools, 3.7 thousand
children at 17 kindergartens. These educational institutions employ 847 trainers and teachers.

From 2000 statistics. 58% of Erdenet residents live in apartments. 23% live in detached
houses, 18% live in gers. and 1% in other housing. Only 8% of Erdenet's Ger District
Residents live in apartments. with 59% in detached houses, 40% in gers, and 5% in other
housing (2002 statistics). A total of 37 Apartment Owners Associations operate in Erdenet.
4.323 employees of Erdenet Copper mining Company live in the apartment buildings. 10.543
families receive central water services. 1.599 families receive noncentral water sevices, 1.895
families receive other water and heating services. 9,877 families receive both cold and hot
water services, while 639 families only cold water services and 3.521 families are supplied by
cistern truck potable water.

2.4.2 Migration Patterns

In-migration and out-migration is quite variable for the Orkhon aimag. as shown in Table 2.
Compared to the national statistics for 2000. the aimag statistics for 2002 shown important
differences. By the end of 2002. the population had been reached 79 thousand or 19.1
thousand families. In the last decade (1991 - 2001). the size of the aimag population has
increased by 19,449 or 34.8%. This includes the net effect of immigration of 33,175 cr 8,336
families, and emigration of 13.717 or 3.931 families.

5



Table 2. Population and Migration Statistics of Erdenet City (Bayan-Undur Soum)

6v t

-22.3 i
-19.7
-42.3
-50.0
-60.7
31.1
13.5

159.6

-365
-563
-112

-1,874
-821
122
141
91

9 0
1,268
2,288

153
1,844

532
514

1,182
148

,
1,633
2,851

265
3,718
1,353

392
1,041

57

Number of a Illes
0-15
Working age
Pensioners (>55 F, >60 M)

Out-migrants
Number of families

0-15
Working age
Pensioners (>55 F, >60 M)

3.

,
i IDescription 2000 2002 I Difference %j I

Total population 68,310 75,752 7,442 i 10.91
1. Families 17,315 19,143 1,828 i 10.6 i

Of which: male 33,711 36,617 2,906 i 8.6 I
Female 34,599 39,135 . 4,5361 13.1

By age group
0-4 6,035 6,167 132 2.2
5-18 25,541 26,340 799 3.1

2. 19-54 32,973 38,472 5,499 16.7
55-59 1,229 1,368 139 11.3
Over 60 2,532 3,405 873 34.5

Total 68,310 75,752 7.442 10.9
In-out migration

-4,333 !In-migrants 8,042 3,709. -53.9, ,
f m" 2 719 4 -1779 - ".4

Out-migration 1,490 1,844
Of which, to :
UB 941 1,414
Darkhan-Uul aimag 154 110
Bulgan aimag 107. 56

4. Selenge aimag 81 86
Khuvsgul aimag 38 35

In-migration: 4,749 3,709
Of which, from:

Bulgan aimag 1,109 799
Zavkhan aimag 908 869
Uvs aimag 978 217
Khuvsgul aimag 414 537
Arkhangai aimag 252 i 285

354 23.7

473 50.2
-44 -28.6
-51 -47.7

5 6.2
-3 -7.9

-1,040 -21.9

-310 -27.9
-39 -4.3

-761 -77.8
123 29.7
33 13.1

The majority, 73% or 2,707, of total in-migrants were from above mentioned five aimags while
83% of total out-migrants moved to UB in 2002. So the ratio between in-out migrants is 2:1.
(number of in-migrants 3,709 divided by the number of out-migrants 1,844). 61.7 % of total in
migrants are of working age. Main motivations for the in-migrants to move to Erdenet are the
unfavorable economic conditions or poor infrastructure in the regions where they formerly lived.
In addition, most herders have had difficulties raising livestock in the countryside due to natural
disasters during the last few years, including drought in summer and zud in Winter. These
reasons motivate herders and countryside inhabitants to move to other regions and cities in
Mongolia, where the population density is higher, where trade and industry are developing, and
where higher job opportunities are. Attractions also include better education and health
services, as well as more favorable natural and ecological conditions.

6



•

Comparing 2000 statistics to 2002, the number of in-migrants increased by 23.7% while the
number of out-migrants decreased by 21.9%. Note that in-migrants must pay a 50,000 tugrigs
fee to Erdenet Development Fund as a registration fee. In addition, there are also many
unregistered in-migrants who have limited financial ability to pay this fee to the Erdenet
Development Fund. It is estimated that as many as 20% of new immigrants are not registered.

Erdenet's population growth has both positive and negative consequences, summarized in
Table 3 below. Because Erdenet has grown quickly, most of the effects are negative.

Table 3. Negative and positive effects of population growth

Positive effects Negative effects I
I

The labor force has increased, Population density per km2 increased by 92 times than the !
l

which has a positive economic national average standard. I
impact. Unemployment and poverty increased. By the end of 2002, I

families with lower than guaranteed living standard are I5,950, of which 46.6% are in the poorest level. I

Pressure on schools and kindergartens.

IIncreased incidence of alcoholism and crimes. Of 515
criminals, 59.8% were unemployed persons. I
Increased air pollution due to increased number of Ger I

IDistrict residents.

Number of livestock has I Number of Iivesto.ck per 100 hectares of pastureland
increased, which has a : Increased by 24 limes the national average standard.
positive economic impact.

Number of livestock has increased too rapidly.
The livestock census of 2002
reported 159,717 head of Increased pressure on pastureland.
livestock, versus 72,973 head
in 1991.

Source: Erdenet Governor's Statistics Office.

2.5 Economic Opportunities and Employment

2.5.1 Employment by Economic Sector

According to the statistics, the proportion of businesses in the private sector has increased
dramatically over the last few years. Compared to 1996 statistics, private sector businesses
have increased by 24 times, as shown in Table 4.
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Table 4. Proportion of business in the private sector, 1996 versus 2002.
,

Sectors 1996 2002 I
State sectors 96% 4% i,,
Private sectors 4% 96% I

I

Total 100% 100% I
I

Source: Tax office report 2002, employment statistics 2002, and Aimag Statistical bulletin 2002.

According to the Tax Office Report, 185 new businesses were established in Orkhon Aimag in
2002, including 149 limited liability companies, 21 cooperatives, 6 groups (friendships) and 9
branch offices. Also, employment increased by 2,204 jobs, with 94.7% of them in private
sectors.

Table 5 explains Ger residents' employment in private sectors. Seventy three percent of ger
residents' work in the private sector: 21 % in private companies, 6% in cooperatives, and 46%
in individual businesses.

Table 5. Erdenet Ger Residents Employment

____________8,_----'---__10_0_.----'---1_2_8,_0_64_1 100 I 9,596 1 100

Source: unofficial bhag data of the aimag statistics, employment statistics 2002.

Employment by economic sector is presented in Table 6. As would be expected, Erdenet
shows a much higher proportion of employment in mining relative to the national average and in
comparison to urban Mongolia. In addition, Erdenet has a higher proportion of employment in
wholesale and retail trade. This results from the relatively high demand and buying power cf
mineworkers, as well as from the fact that Erdenet has become a wholesale center for western
Mongolia.

I
Erdenet GerOrkhon Aimag Erdenet City I Districts

I
I

i
# of %of

,
Employers # %

I
# I %Workers Workers

,
iI I,

State owned companies 8,812 I 30.6 8,793 31.3 I 976 ! 10.2
Private companies 6,457 22.3 6,361 22.7 ' 2,053 21.4
Cooperatives:

Cooperatives 174 0.6 145 0.5 63 0.7
Friendships (groups) 2,301 8.0 2,241 8.0 463 4.8

Self-employed 7,216 25.0 6,774 24.1 I 4,404 45.9
I Government organizations 3,730 12.9 3,611 12.9 1,600 16.7
i Non Government oros, 142 0.5 139 0.5 37 0.4

Total 2 832 0 I
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Table 6. Employed Population by Economic Sector and Residence

Total Mongolian Urban Mongolian Erdenet IPopulation Population Population
f

Sector # of
% I # of % #Of

% I
Workers Wo"<ers Wcrkers i

Agriculture. Hunting, and Forestry 367,617 47.2% I 28,000 7.6% 2.113 7_3% ~,
15,287 4.2%

i
Mining and Quarrying 18,802 2.4% 6,W5 21.0% ~

Manufacturing 56,587 7.3% 51,014 13.9% 4,100 142~~ I
Electricity, Gas and Water Supply 15,940 2.0% 14,079 3.8% 1,110 3.8ie! i

i
Construction 13,734 1.8% 13.043 3.6% 1,041 36c, ,

· .0 !
Wholesale and Retail Trade, repair 68,503 8.8% 58,866 16.1% 6,404 22.2% [

i
Hotel & Restaurant 11,079 1.4% 9,845 2.7% 471 1.6% [

Transportation, Storage and Communication 42,111 5.4% 34,607 9.5% 1,287 4.5% I
i

Financial Services 4,464 0.6% 3,590 1.0% 180 o"'ru l
.0,0, I

Real Estate, Renting and Business Activities 10,215 1.3% I 9,356 2.6% 156 oSa, I
• .oil f,

Public Administration, Defense, Compulsory Service 59,611 7.7% 43,574 11.9% 1,189 4 1% ~
· ~

Education 51,487 6.6% 36,188 9.9% 2.046 7.1% I
Health and Social Work 30,592 3.9% 22,769 6.2% 1.100 38"- I,. I
Social and Personal Services 17,912 2.3% 15,736 4.3% 1,560 2.4% l
Other 10,497 1.3% 10.090 2.8% 30 0.1% i

TOTAL 779,151 100.0% 366,044 100.0% 28,832 100.0% ;

Source: National Census of Mongolia for 2000, Statistics Office of Mongolia and Erdenet Statistics Office. March
2003.

Table 7 presents Erdenet's employed and unemployed population by age group. Registered
unemployment is quite low, to be discussed in the next section.

Table 7, Total Population, Employed Population and Registered Unemployed Population
of Erdenet by Age

Source. Erdenet StadstlCS Office.

Total Population I Employed Population I Registered
IUnemoloved

Aoe Grouo I Total Female Total Female Total Female i
less than 16 28,233 14,064 i

16-19 7,084 3,760 2,558 1,234 151 101 i
20-24 6,430 3,473 2,993 999 333 172 !
25-29 6,392 3,337 4,098 1,828 256 1331
30-34 6,697 3,509 4,491 2,410 342 241
35-39 6,832 3,644 5,494 2,932 207 156
40-44 6,186 3,200 5,043 2,625 1C~ 94~O

45-49 3,790 1,968 2,626 1,375 93 36
50-54 2,246 1,072 1,239 526 34 7
55-59 1,464 745 292 2
60 and older 3,650 2,016
workinG aQe 116-59) 47,121 24,708 28,834 13.929 1,614 931
Total 79,004 40,788 28,832 13,929 1,614 931 !_.'
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2.5.2 Characteristics of the Economically Active Population

The national standard definition of employment breaks the economically active population
(labor force) into its employed and officially unemployed components:

• Employed population -- Workers employed by business entities, companies and
organizations, private business owners, and family businesses (if they receive a salary)

• Officially unemployed population -- active job seekers of working age who are
registered at the Employment Office.

Based on the 2002 Aimag Statistics, Erdenet's labor force or economically active population is
estimated at 29,545, 35.6% or 10,499 of which are Ger district residents, as shown in Table 8.
Of Erdenet's 1,481 registered unemployed, 903 or 61 % were Ger district residents. The official
unemployment rate is 5.0% for Erdenet and 8.6% for Erdenet's Ger District. If you look at the
official unemployment rate for Erdenet city, excluding the Ger District, it is only 3.0%. Official
unemployment is higher for females.

Table 8. Characteristics of Erdenet's Economically Active Population

Employed I Registered Unemployed
i
!

Total I ; !

Number of I Number of i
~

employed
%

unemployed i % !
Erdenet 29,545 28,064 95.0 1,481

i
5.0 !

I i
i

Female 14,586 13,559 93.0 1,027 I 7.0 i
i

Ger Districts 10,499 9,596 91.4 I 903 I
8.6

I
,
i

Female 5,029 4,509 89.7 I 520
I

10.3I I

Erdenet City, excluding the Ger District !

Erdenet city only

Female

19,046

9,557

18,468

9,050

97.0

94.7

577

507

3.0

5.3

Source: 2002 employment statistics, bhag governor office, and unpublished data

2.5.3 Characteristics of the Economically Inactive Population
The national standard definition of the economically inactive population includes the following
groups:

• Students of working age - students of working age, college and university students,
secondary and vocational schools students, trainees in training over 6 months

• Disabled population of working age - disabled population of working age, confirmed
by authorized organizations regarding working ability lost over 6 months and
permanently disabled non-working individuals under pension age who are subsidized by
Social Insurance

• Unregistered unemployed population - persons with working ability and of working
age, without paid employment or income earning self-employment who are not
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registered at the Employment Office. Includes non-active job seekers, but also active
job seekers who are not registered as unemployed.

• Population below 16 years old

• Population over 60 years old

The 2002 statistics show that the economically inactive population of Erdenet city was 45,462,
of which 24,520 or 54% were from the Ger District, as shown in Table 9. The unregistered
unemployed were 8,070 of which 5,598 or 70% were Ger residents.

Following table shows economically inactive population statistics.

Table 9. Characteristics of Erdenet's Economically Inactive Population

I
Under Over Students Disabled unregistered!

Total 16 years 60 years of working population of
old old age working age Unemployed

Erdenet City 45,462 27,156 3,405 I 5,479 1,343 8,079

Of which: Female 24,064 13,524 1,886 i 3,190 ! 804 4,663I i,

Ger Districts 24,520 12,638 2,750 i 2,446 i 1,088 5,598,

I
I
i Of which: Female 12,716 6,121 1,769 1,268 560 2,998

Erdenet City, excluding the Ger District

I I
Erdenet city only 20,942 14,528 655 3,033 I 255

I
2,481

Female 11,348 7,403 117 1,922 244 1,665I

Source: 2002 employment statistics, bhag governor office, and unpUblished data

2,5.4 Measuring Unemployment

It is difficult to measure unemployment in the Ger District. When asked, Ger residents typically
respond to questions about their employment status by saying that they are 'unemployed' or
"looking for work". Follow-up questions reveal most Ger residents are economically active, but
generally in low-paying, low productive jobs. A typical Ger resident works sporadically in
several micro activities to make ends meet, mostly in part-time jobs and seasonal micro
activities. Thus, most Ger residents consider themselves unemployed because they work in
low-paid, informal sector jobs and are actively seeking "real jobs". However, because they are
economically active, they are more correctly termed "underemployed".

There are three measures of unemployment:

• Official unemployment rate: 8.6% for the Erdenet Ger District, 5.0% for Erdenet as a
whole, and 3.0% for the rest of Erdenet exclUding the Ger District. This unemployment rate
is used by the Employment Office and is based on the International Standards definition of
unemployment-active job seekers of working age, without paid employment or income
earning self-employment, and registered at the Employment Office. Unemployment
registration must be updated monthly. This rate is quite low due to the registration
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requirement because there is evidence that most unemployed do not register. It clearly
understates real unemployment.

• Registered and unregistered unemployment rate: 40.4% for the Erdenet Ger District,
25.4% for Erdenet as a whole, and 14.2% for the rest of Erdenet excluding the Ger District,
as shown in Table 10. This rate defines unemployed as potentially active workers who are
not working, whether they are registered as unemployed or not. This means all working age
persons who are not working, minus disabled persons and working age students. This may
overstate true unemployment because it includes persons who choose not to seek jobs or
who work at home without payment. However, many persons do not actively seek work
because they have given up and most subsistence workers would seek jobs if they felt there
could get them. On the other hand, this rate understates unemployment because it
excludes retired persons, disabled, and students who want to work, as well as persons in
part-time work who seek full-time work.

• Underemployment rate: This is the highest measure of unemployment and may be as
high as 50% for Erdenet's Ger District. This defines underemployed persons as anyone
looking for a new job, including not only the unemployed and also those who are working in
part-time, low-paid informal sector jobs who are seeking new, higher-paid jobs. The Ger
District is full of low-paid activities that keep people occupied, but barely pay subsistence
wages, such as petty trading, part-time labor, small manufacturing or repair work with only
occasional demand, etc. People working in such informal sector jobs do not consider
themselves fUlly employed and actively seek "real" jobs.

Table 10, Registered and Unregistered Unemployment Rate

Working Age, TotalWorking Economically Working Total Registered +Age, Inactive Age Registered + UnregisteredEconomically Population Population Unregistered UnemploymentActive minus
PopUlation Students

(Active + Unemployed Rate

and Disabled Inactive)

Erdenet City 29,545 8,079 37,624 9,560 25.4%

Erdenet Ger 10,499 5,598 16,097 6,501 40.4%District

Erdenet City, excluding the Ger District

Erdenet city 19,046 2,481 21,527 3,059 14.2%only

Source: 2002 employment statistics, bhag governor office, and unpublished data

2.6 Local Government Structure

Erdenet city (administratively called Sayan-Undur Soum) is the capital of the Orkhon aimag, and
one of two soums that make up Orkhon aimag. The Governor of Orkhon aimag is nominated by
Aimag Citizens Assembly and appointed by prime Minister of Mongolia. The Governor of
Orkhon aimag reports to the Prime Minister and Aimag Citizens Assembly. The Governor of
Sayan-Undur Soum is nominated by soum citizens and appointed by the Governor of Orkhon
aimag and reports to the Aimag governor and Soum Assembly. Within the soums are "bhags"
or delineated neighborhood districts, comprising the lowest leve! of local government in
Mongolia. Each bhag has a Shag governor, nominated and overseen by a non-professional
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Bhag Citizens Assembly and approved by the Soum Governor. Bayan-Undur Soum or Erdenet
city consists of 16 bhags and 9 of them are located in the Ger Districts. Bhag Governors and
their small cadre of staff are responsible for local government administrative tasks such as
registration, housing approvals, data collection and limited social service provision. These bhag
offices represent a strong force for community organization and mobilization within Orkhon
aimag's Ger Districts.

3 SEED Client Base

3.1 Background

This section provides a summary of the potential client base for the GER Initiative based on
interviews and other information collected as part of this Rapid Needs Assessment. Much of
the information presented below is preliminary and represents only the first step in an on-going
process of registering and assessing new clients, most of which will take place during the
implementation phase of the Erdenet BDC office over the next six months.

Erdenet's small and medium enterprises are generally located both in the residential districts
and in the industrial parts of the city and include both Erdenet's Ger Districts and its city center.
In addition, 13% of total Ger District residents work for 41 large business entities located
throughout the city_ In general, Erdenet's Ger District economy is integral part of the city
economy.

Erdenet's trading and commercial sector is diverse. There are 6 central markets (focd,
clothing, and autos parts), 137 food stores, 28 household and department stores. 4 wholesale
centers, 4 Supermarkets, and 63 small kiosks in Erdenet. Located at the end of the western
railroad branch and the end of paved road, Erdenet has become a wholesale trade center for
western Mongolia.

The standard of living standard of Erdenet Ger District residents is generally lower than that of
Erdenet apartment dwellers. However, Ger District residents are important customers of most
services and products in Erdenet. In Erdenet, there are 883 business entities, including private
businesses in the trading, manufacturing and servicing sectors, of which 192 are located and
operate in the Ger Districts and employ 1,874 workers. The 192 Ger District businesses can be
divided by type of business as follows: 45 businesses in manufacturing, 26 in services and 128
in trading.

A summary of active SME's and large businesses in Erdenet is provided in Annex 1, Table 1.
which provides location by bhag. employment levels, and economic sector.

3.2 Small and Medium Enterprises (SME's)

Most Erdenet SME's and private businesses in all sectors operate with close linkages to
Erdenet Copper Mining Company and other above-mentioned large companies. The Erdenet
economy depends greatly on these large companies' financial situations and the spending
power of their employees' wages.

Erdenet Copper Mining Company owns several smaller companies, including workshops, which
produce textiles, sausage, food, apartment and building repair shop, and agricultural products.
Thus, the Copper Mining Company creates employment directly and indirectly in a variety of
business areas, which has both positive and negative effects for private sector development.
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For the entire city of Erdenet, we have summarized small and medium businesses in the
manufacturing sector in the following tabie. Note that large manufacturing businesses are not
included in this table, but in the next section below.

Table 11. Summary of SME's in Erdenet

Sector

Lemonade & soft drink production
Milk and milk production
Bakery
Vodka production
Sausage production
Textiles
Noodle production
Flour mill
[Press & Publishing
!Wood processing, woodworks
ICashmere production
Iconstruction material
Metal production
iTotal

Number of
companies

6
2
15
5
2
10
1
9
1
13
1
1
5

71

Number of
employees

26
2

47
39
11
94
6

85
15

161
68
14

260
828

It appears that food trading (wholesale and retail), food processing (sausage and meat
production, milk, and vodka) and wood processing have been expanding over the last few
years. Food processing has a good future because of high demand, due to relatively high local
salaries. Wood processing's future depends on the availability of raw material. Erdenet wood
working businesses face decreasing wood resources in the areas near Erdenet that used to
supply raw material, plus a government ban on wood harvesting in certain areas. As a result,
most wood processing operations have curtailed production recently and only few of them are
active today. The future for these active wood processing businesses is unclear.

In Erdenet's Ger District, small and medium businesses are divided into 3 main business types:
manufacturing, trading and servicing, which are divided as follows:

• Manufacturing - 1585 workers employed in 38 businesses in the Ger District
• Servicing - 76 workers employed in 26 businesses in the Ger Districts
• Trading- 213 workers employed in 128 businesses in the Ger Districts

Following table shows the employment of small and medium businesses located in the Ger
Districts:
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Table 12. Number of Ger District SME's by 8hag in Erdenet

Number of employees
Shags

1-10 11-20 21-99 Over 100 Total

Govil 16 5 5 26
Bayantsagaan I 50 9 59 ,
,Denj I 40 40
!Bulag i 24 ! 1 I 1 26
[Naran I 18 I 18I !

,

!Tsgaaanchuluut I 11 ! 11
I , I

IShand ! 8 ,

i 8,

:Rashaant i 9
\

9
Malchln
'Total

2
178 6 6 9

2
198

According to the client selection criteria, we will target SME's with 1-10 workers that are located
in Erdenet's Ger Districts. We have identified 178 such small businesses (of a total of 198),
which fit these criteria.

These 178 Ger District businesses include:

• Bar, restaurants
• Cafes, small tea shops
• Private hospitals, drugstores
• Hairdresser, beauty salon and fitness clubs
• Kiosks
• PC games, internet cafes
• Gas stations, auto repair
• Pawn shops
• CD recording shops, video cassette renting
• Optical (glasses) services
• Smith workshop, jewelry works
• Shoe repairs
• Small theater activities

There are relatively few families in Erdenet's Ger District who are engaged in vegetable
gardening and vegetable selling. This is related to water supply problems in Ger districts and a
relatively deep water table for open wells. Gardening is thus limited by high costs of wells and
increased risks from depending only on rainfall.

In addition, there are also many very active families and individuals who demonstrate strong
motivation and entrepreneurial potential with potential to be clients, either as existing micro
enterprises and family businesses or as new startup businesses.

For more information on SME's in Erdenet city and its Ger District, the reader is referred to
Annex 1. Table 1. Summary of Active SME's and Large Businesses in Erdenet

3.3 Startups and Entrepreneurs

During the initial two months' implementation of the Erdenet Business Development Center
(BDC), we will focus business development services on pre-existing smail businesses,
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generally with at least one-year's operating experience. After staff has gained sufficient
experience, we will begin assisting business startups and new entrepreneurs.

Information on the feasibility of new startup businesses in Erdenet and the identification of
capable entrepreneurs will be collected during our early implementation phase. However, our
initial impressions are that there is good potential for several new businesses in the following
areas:

• Construction materials and services
• Low-income housing construction
• Apartment remodeling and renovation
• Alternative fuels made from wood waste
• Home gardening
• Home livestock production
• Dairy processing, particularly cheese and yogurt production
• Food processing
• Mushroom Production
• Vegetable gardening inputs: seed, fertilizer, irrigation equipment
• Well drilling
• Animal feed and supplies
• Poultry hatchery for broilers and layers
• Improved breeding stock (pigs, chickens)
• Specialized textiles, such as formal and ceremonial clothes
• Small manufacturing: stoves, small appliances
• Furniture and cabinetry
• Cooperative or group business that organize cottage industries: food processing, textiles,

handicrafts, construction trades, food retailers, leather products
• Business services
• Office supplies and services
• Developing tourism related to Erdenet Copper Mining Company.
• Bath houses in the Ger District
• Internet cafe development
• Computer support services: programming, office network support, web design

Based on our preliminary knowledge of the Erdenet SME business environment, we feel that
the potential new startup businesses listed above either build on Erdenet's comparative
advantage or fill important gaps in the local economy.

3.4 Large Businesses and Major Employers

Erdenet's large businesses are not potential clients for the GER Initiative, but are important as
employers of Ger District residents and consumers of goods and services produced by Ger
District small businesses. The major large employers for Ger residents are located in the
industrial part of Erdenet in Bayantsagaan Bhag. One of the main characteristics that
differentiates Erdenet from other cities in Mongolia is the Erdenet Copper Mining Company,
which employs 6,099 (21.2%) of Erdenet's 28,832 working population and 982 (9.4%) of
Erdenet Ger District's 10,499 workers. In addition, several other large companies have more
than 500 employees, such as Erdenet Carpet JSC, Electric & Heating Plant, Erdenet-Bulgan
Electric Distribution Network Center, and Mongolian-Chinese joint Textile industry. These large
companies have a significant impact on employment and living standards in Erdenet. The also
are major purchasers of SME products and services.
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We have identifies 41 large companies that are major employers in Erdenet. These are
classified by sectors, business types, number of employees, and number of Ger District
workers in the tables below. These large employers exist in the following sectors:

• Heavy industry mining, energy production, metal concrete forms
• Construction construction material, apartment renovation
• Food production flour, sausage production, bakery, alcohol and milk
• Textile & fiber industry clothing, fabric, cashmere, carpets, leather, handcrafts
• Trading retail and wholesale trade, including food and clothing
• Other production wood processing and other business types

Summaries of large Erdenet businesses are presented in tables in Annex 1. These include
details on each businesses location by bhag, legal form, employment, number of employees
from the Ger District, and other employment information.

In Erdenet, there are 9 large businesses that are the major employers of Erdenet residents.
The 9 businesses each have more than 100 employees. Overall, they employ 31.3% (9,035
persons) of Erdenet's workers. These large companies are mainly in the following sectors:
mining, energy production, road bUilding, construction, textiles, and food processing.

Two of these large companies are Mongolian-Russian joint companies and one is Mongolian
Chinese joint factory. Following table contains some detailed data for these 9 companies with
their number of employees:

Table 13. Employment of Erdenet's Nine Largest Companies

i Number of
I

% of Erdenet I
Company names Type of business

I
,

employees workers II

I
,

I1 Erdenet Copper Mining Co. Copper mining 6,099 I 21.2%
I

2 Erdenet Carpet JSC I Carpet production
I

801
i

2.80/0
I

I I
I

,

3 Electric & Heating Plant I Energy & electricity 509 i 1.8% iI ,
I i I4 Electric Distribution Network I Energy & electricity 457 1.6%

5 Erdenet Khuns Co.,ltd I Food production 150 I 0.5% i
I ,

!

6 Erdenet Progress Food production 130 I 0.5% I
I

,
I

7 Ochir Tuv Construction 251 I 0.9%
I
I,

8 I Story Invest Construction 138 I 0.5% I
I ,,

9 Fitat Textiles Textiles 500 I 1.70/0 I
I

Total I 9,035 I 31.3% i
i

By the legal status, three of these nine companies are state owned and the remaining six
companies are privately owned. The state owned companies above are Erdenet Copper
Mining Company, Electric and Heating Plan, and the Electric Distribution Network.

3.4.1 Construction Sector

There are several companies in the construction sector. The two largest employers in this
sector are: the Mongolian-Russian joint company Stroy-Invest Co., ltd and Ochir Tuv Co., ltd.
In recent years, many big businessmen have gone into the construction business, because
there is a large demand for building construction. In addition, it is easier for them to obtain
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cheaper construction materials from China and to complete construction projects with better
quality, using cheaper working capital and labor force.

The 2002 statistics shows that there are 29 companies operating in Erdenet's construction
sector. They have completed construction and renovation projects with a total value of 5.3
billion tugrigs. As mentioned previously, the Erdenet Copper Mining Company has its own
construction workshop, which is responsible for the company's building repairs and
construction. Stroy-invest and Ochir Tuv implement road and construction projects for the
entire city. In addition, there are also some medium sized construction businesses that provide
construction, repair, and renovation services. This may be a difficult sector for our clients to
enter, because there are many strong competitors. However, for small private construction
businesses, there may be markets for smaller projects, particularly apartment renovation or
selling services and products to larger construction firms.

3.4.2 Heavy Industry

In Erdenet's heavy industry is dominated by the biggest mining company in Mongolia - the
Erdenet Copper Mining Company. Erdenet's other heavy industries include the Electric &
Heating Plant, Erdenet-Bulgan Electric Distribution Network Center, and some private metal
production companies.

Erdenet is the largest mining and quarrying center in Mongolia. The Erdenet Copper Mining
Company employs today a total of 6,099 Mongolian and Russian workers. It produced 491
thousand tones of copper concentrate and 3 thousand tons of molybdenum concentrate in
2002, when total sales reached 162 billion tugrigs and company profit was estimated at 24
billion tugrigs. The Erdenet Copper Mining Company provides 30% of Mongolia's national
budget. Sales revenue greatly depends on the world copper prices, which are currently very
low. The Erdenet Copper Mining Company is one of the world's 10 largest mining operations.
Its total sales were 3'd place in 2002 world sales statistics.

Erdenet-Bulgan Electric distribution Network Center is state owned company and provides
electricity to the entire city of Erdenel, as well as Bulgan aimag, Arkhangai aimag, and
Kharkhorum town of Uvurkhangai aimag. City Electric & Heating Plant provides large factories
such as Copper Mining Company, Erdenet Carpet, and other metal factories with energy and
heating.

3.4.3 Textiles and Carpet Production

The Erdenet light industry sector includes Erdenet Carpet factory and 'Fitat' Mongolian-Chinese
textiles factory, both of them create significant employment for the city population. Erdenet
Carpet factory is one of the 2 biggest carpet factories in Mongolia, privatized in 1999 and
purchased by Nomin Holding Co., ltd. Erdenet Carpet has a good reputation in Mongolia and
its products are sold both domestically and abroad. The textile industry is smaller in Erdenet
than in Darkhan and UB. The biggest company is "Fitat', Mongolian-Chinese textile factory, for
which 70% of its employees are Ger residents. It produces semi-ready textile products,
garment parts. Products are exported to China and USA.

3.4.4 Food Processing

Erdenet's major large food processing employer is Erdenet-Khuns Company. The company
was privatized in 1995 and is now a 100% privately owned company. Since its privatization,
the company has had quite unstable production due to old debt (362 million tugrigs) and
outdated Russian equipment problems, which uses too much electricity. Currently it is
considered one of the weakest companies and has an uncertain future. The only production
line that regularly makes a profit is vodka production. In addition, there are several of smaller
private businesses in the food processing sector.
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3.4.5 Other Large Industries

Other large industries include wood processing and the selVice sector. There are 11 business
entities and small businesses in wood processing and woodworking and 18 businesses in hotel
and selVice sectors, in which work 92 persons.

3.5 Agriculture

3.5.1 Livestock Production

Livestock Raising

Orkhon aimag has a territory of 84,0 thousand hectares, of which 49.5 thousand hectares are
pasture land, 5,3 thousand hectares of crop area and 1,4 thousand hectares for hay fields. In
livestock production, there are 1,189 herder families who raise others' livestock (but do not
have own livestock) and 2,186 livestock owning families. The livestock census of 2002
reported 159,717 head of livestock in Orkhon Aimag. Generally, 80% of herders have less than
200 head of animals. There are two herders in Orkhon aimag who have more than thousand
head of animals. Over 3,000 animals of total aimag livestock are from improved breeds.

Due to last 2-years drought in summer, the livestock has had great losses. According to the
unofficial statistics, the livestock loss increased by 12,000 head of animals this year.

One of the positive influences in livestock activities for aimag herders from in-migrants is
increased number of livestock from selected breeds. It gives an opportunity for home herders
to improve their animal breed.

The increased number of in-migrants from western aimags causes problems with pastureland
in Orkhon aimag. Due to lack of pastureland for local and immigrant herders. the hay areas
were converted into pastureland over the last few years. Current statistics shows that there are
661 head of animals per 100 hectares, which is 11 times more than the national average (51
head of animals per 100 hectares). In addition, 60-70% of all animals need to go to pasture
outside of the aimag territory. The increased number of livestock also has a negative influence
on the ecological balance.

So there is a great demand for Orkhon aimag to develop intensive husbandry of domestic
animals with fewer head of better quality and breed. The Agricultural office has been quite
active in this field by providing information on intensive husbandry methods.

The followings are proposed businesses using more intensive animal husbandry techniques:

• Cattle production (milk, meat)
• Pig production (meat, sausage)
• Chicken production (eggs, meat)

Orkhon aimag grows annually 13-14 thousand tons of animal feed, which is equivalent to 5.5
6 thousand-units of feed, which is only enough to feed the aimag's entire livestock for 1 or 2
days. There is a possibility to develop newer businesses in this field, such as hay and animal
feed production. Cooperating on the herders' labor force, financial ability, and on the other
resources to improve livestock activities is still an urgent need for this sector. It is closely linked
to lack of financial knowledge and financial resources.

Pasture, Well and Irrigation Systems

There are total 50 wells of all kinds in the aimag, 18 of them are for pastureland irrigation. of
which only 6-7 of them are active now. Wells require 30-50 m of drilling and there are not any
specific businesses and specialized companies for well drilling for pastureland irrigation. There
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is a possibility to support such of new businesses for Orkhon aimag since it needs irrigation
both for pastureland and gardening. Water demands should be considered also for related
businesses such as farming, gardening, and small businesses that require large water
consumption and irrigation. Last year repair work was completed on five wells financed by the
Ministry of Food and Agriculture and it is being negotiated to complete repairs for another five
wells.

Veterinary Services

Currently 5-6 Veterinarians operate in Orkhon aimag and all of them are private. Due to
outdated equipment, the veterinarians have problems to correctly identify animal disease and
treat them. There can be a possibility to improve veterinary services and veterinary
laboratories through developing the business skills of the veterinarians.

3.5.2 Farming and Gardening

Since the green revolution in Mongolia, family gardening has been actively developing;
however, it has not yet involved the majority of population. Last year's statistics show that a
total of 2,700 families have engaged in family gardening and if the water problem is solved it is
possible to cover a wider range of families.

We currently do not plan to extend GER Initiative business development services into general
crop farming, except for crop growing that takes place in the Ger District or has a very close link
to Ger District small businesses. Generally, we will focus on home gardening, home livestock
raising, agro-processing, and food processing that is located in the Ger District. Exceptions
may be made on a case-by-case business.

3.5.3 Potential Agribusiness Clients

Followings are proposed types of businesses in agriculture and agribusiness, which the
program may support:

• Vegetable gardening
• Vegetable storage
• Fruit and vegetable processing
• Greenhouse gardening
• Flower growing
• Mushroom production
• Well and irrigation systems
• Sheepskin and hide processing
• Milk production
• Meat processing
• Pig production
• Chicken production (meat and eggs)
• Production of breeding stock (pigs, chickens)
• Honey production
• Veterinary services
• Various bakery production
• Food processing
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4 Potential Collaborators

There are a wide variety of organizations that are potential collaborators with the SEED
Program. The following section summarizes the key institutions of the following types: credit
providers, private business development organizations, local training providers, local
government services, other NGO's and humanitarian organizations, and collaborators in
Ulaanbaatar.

4.1 Credit Providers

Mongol bank and eight other commercial banks operate in Orkhon aimag. The first commercial
banks in Erdenet were established early in 1996, such as Khadgalamj bank, and then Golomt
and TDB in 1999. Zoos bank, Ag Bank, Shuudan Bank, Inter bank and Xax bank have been
operating for last three years.

4.1.1 Ag Bank

Ag Bank in Orkhon aimag has been operating for three years and specializes in small business
loans, consumer loans, Ger residents' pension loans, and it has a sub-branch in the Ger
districts. The Ag Bank operates very successfUlly and its number of loans distributed and
amount of savings are higher than the other banks. Current savings stands at 915.4 M tugrigs
and outstanding loans are estimated at 1464.4 M tugrigs. Compared to 2001, savings have
been increased by 420% and loan distribution doubled.

4.1.2 XAS Bank

Xas Bank was originally established as a non-banking Institution, but has changed its form to a
banking organization. The Xas bank specializes in small business loans and consumer loans.
Current savings are 54.2 M tugrigs and outstanding loans are 348.5 M tugrigs. Starting from
April 1, 2002 Xas Bank, cooperates with Mongolian Star Melshers Co., ltd for equipment
leasing. It issues a monthly report about the cooperating banks to compare their competition.

4.1.3 Khadgalamj Bank

Khadgalamj bank is 100% State owned bank. Fully 24% (995.4 M tugrigs) of total savings in
Orkhon Aimag are concentrated on the Khadgalamj bank. Since 2002, it has managed
accounts for several government funds, such as schools, health services, social subsidies, and
social insurance, Khadgalamj bank provides also small loan up to 5 M tugrigs and it requires
Central bank permission for large loans, over 5 M. Saving secured loan is one of the specific
services of the Khadgalamj bank. Current outstanding loans are estimated at 97.1 M tugrigs.

4.1.4 Golomt Bank

Golomt Bank was established on the base of former ITIB (Investment and Technolcgy
Innovation Bank), one of the strong competitive commercial banks. It first introduced
consumer's loan service in the banking field in Erdenet. Golomt bank provides Master and Visa
Card services and it implements a variety of loan programs funded by World Bank and ADB.
Current savings are estimated at 808.4 M tugrigs, and it has outstanding loans totaling 209.8 M
tugrigs. Golomt bank operates from 8.30 am - 8 pm and its employees are relatively younger,
typically under 30 years old.
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4.1.5 Trade and Development Bank (TDB)

Trade and Development Bank (TDB) serves larger companies, such as Erdenet Copper MiningCompany and Stroy - invest Co., ltd. It has a good reputation in Erdenet. TDB has beenrecently privatized. Its activity and operation is relatively stable and it actively introduces newerservices into its operations. Employees' salary of the Erdenet Copper Mining Company isdistributed by TDB. It has 261.7 M tugrigs in savings and 975.7 M tugrigs in outstanding loans.

4.1.6 Zoos Bank

Zoos bank was established relatively recently, but has gained clients through its quick andflexible services. Current savings amount reached to 834.2 M tugrigs and current outstandingloans are estimated at 1464.4 M tugrigs.

4.1.7 Other Credit Institutions.

There are 15 pawnshops officially registered in Erdenet, but with many more than thisoperating. The monthly interest rate is 10-15% and collateral must be deposited.

SaVings and credit cooperatives are newer non-banking organizations in Erdenet and thesecooperatives act under the related legal regUlation to finance its members and support theiractivities. There are seven savings and credit cooperatives operating in Erdenet and two ofthem, Gravy and Nomin San, are quite popular.

GRAW Savings & Credit Cooperative (SCC)

In September 1999, Gravy SCC started its operation with support from the Liberal WomenIntellectual Fund and has over 400 members. It requires a fee for new members up to 50100,000 tugrigs. It provides loans ranging from 400,000 to 800,000 tugrigs and the monthlyinterest rate is 5%. Gravy SCC operates under cooperative law and regulation. As a modelsavings and credit cooperative, it gives advice and training to new SCC's and interested SCCowners.

Nomin San SCC

Nomin San SCC is one of the daughter companies of Nomin Holding Company. It was openedin May 2001 in Erdenet. Main activities include saving and credit services and also insuranceservices. Interested individuals who want to get loans must pay 5,000 tugrigs to become amember. It provides loans requiring real estate and apartment collateral. In addition, itprOVides consumer loans for purchasing electric goods from Nomin Electronics shop. SMEdevelopment loans range to a maximum of 3 M tugrigs with a monthly interest rate of 4.9%.The monthly interest rate for consumer loan is 4%, with up to 1 year loan terms. Theheadquarters in UB manages the Erdenet Nomin San SCC directly.

Credit Mongo/- Non-Banking Institution

Credit Mongol NBI was set up in April 2000, within the SMEMON-9801 program of theEuropean Union Tacis Program in order to provide SME's with small business loans. Thesecond financing of the program is being completed totaling 500,000 euros (started March 1,2002) and it has planned to provide with loans for working capital and real estate.
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4.2 Private Business Development Organizations

4.2.1 Erdenet Chamber of Commerce

Erdenet Chamber of Commerce, a non-Government organization, was opened in 1998. The
main activities are aimed at supporting local and regional economic development, providing
favorable conditions in business activities, developing economic, commercial and technical
relationships between Mongolian and foreign companies. It is financed from member dues,
profit-making activities and from German Project which is being implemented within the
cooperation framework "BAO BERLIN' between the Mongolian Chamber of Commerce and
Industry and Berlin Chamber of Commerce and Industry. The Chamber has 60 members and
employees 5 full-time employees, 6 part-time experts and 9 other voluntary workers.

Main activities and services include:

• Business promotion
• Business safety
• SME and Export activities promotion
• Organizing trainings, seminars and meetings
• Sharing and exchanging business information
• Profit-making services and activities for member and non-member organizations

Erdenet Chamber of Commerce and Industry will be one of our potential collaborators for our
further activities.

4.2.2 Other 8DS Providers

Business Advisory Club at the Branch of Mongolian National University

The Business Advisory Club was opened at the Business Management Department of the
National University Branch in Orkhon Aimag by the initiative of teachers and trainers. The main
goal is to provide enterprises and individuals with a variety of business services to improve their
businesses. There is one non-full-time staff member who manages club activity and employs
business management trainers and teachers through contracts.

The Club offers follOWing services:

• Writing a business plan
• Monitoring, aUditing, and evaluating businesses
• Strategic planning
• Writing project for SME's in small and medium production and servicing sectors
• Marketing plan and market research
• Short-term management training

We interviewed a Club employee and he was very interested in our program and expressed his
interest in further cooperation with us. The Club was recently opened and current activities
concentrate on advertising. Future activities will be based on the university trainers. self
financing activities, and from other grants.

Agricultural Technology Extension Office

Erdenet Agricultural Technology Extension Office employs one manager, 3 full-time experts
who are responsible for land and farming, and 7 part-time advisors who introduce science and
technology into agriCUltural production.

The extension office is a self-financing, non-government organization and it provides
agrbusinesses, organizations and individuals with information and advising on newer
agricultural technologies to improve their business capacity and experiences. Is has been
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operating for 1 year and cooperated with 54 managers in agricultural production, over 900
herders, 650 farmers and 1600 businesses and individuals in fields of training and agriculture
related consulting. These results made the Erdenet Agricultural Extension Office one of the
best extension offices last year. The Extension Center will be one of the potential collaborators
of SEED Program.

Business Club at the Branch ofMongolian Agricultural University

The 'Business Club' was established in 2002 through the initiatives of economic and business
management trainers of the university. Based on the technical and training materials it
provides business and aUditing advice, organizes training, develops project and business plans,
and promotes business planning and improved management methods. The club has a part
time manager. Economics and management teachers work under contracts. The Club is also
a self-financing organization. The Club manager claims that they encountered some problems
due to outdated mentality of the clients who seek free business services and advice. He has
also expressed interest in further collaboration with SEED Program.

Erdenet Business Consultancy Center

Erdenet Business Consultancy Center was established in 1999 as an implementing agency of
MBDA (Mongolian Business Development Agency in UB) in order to introduce MBDA policy in
local areas, to promote SME and private sectors development, export producers and to provide
business owners and entrepreneurs with business information and business advice. The
Consultancy Center is a self-financing non-government organization and has cooperated within
the TACIS program with 20 business entities in the fields of business advisory and credit
application services.

The Consultancy Center employs one full-time staff and five contracted business advisors. It
provides local clients, organizations and individuals with business advice helping them obtain
bank loans, writing projects in the areas of retail sales, cottage and family industry, and
conducting financial analysis. The Consultancy Center organizes trainings and seminars. We
had an interview with Consultancy Center director and he mentioned that there are some
problems, such as clients who put less value on business training and were unwilling to pay for
business consulting services. This makes the Consultancy Center's activity harder because it
is self-financing agency.

4.3 Local Training Providers

We have identified the following local training providers who may be able to assist us in
implementing our business training program:

• Branch of the Mongolian National University in Orkhon Aimag - It prepares business
management specialists, trainers, English-Russian translators, and foreign language
teachers. The Business Management Department has been recently established and has
potential to supply business trainers for the SEED business training program in Erdenet.
The trainers have been expressed their interest in providing short-term training and
business advisory services.

• Branch of the Mongolian Agricultural University in Orkhon Aimag - It trains
agricultural economists, agri-business managers, trainers, and specialists, and includes a
specialization in accounting. The trainers have an interest in further cooperation on short
term training and business consultancy.

• Center of State Administration and Management - prepares business administration and
state administration specialists. It provides training for state administrators, managers and
entrepreneurs, with more specific training related to marketing and management, with a
focus on political and legislative situations. The trainees should already have a degree in
higher education and after completion of the program receives a Business Administration
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Certificate and Diploma. The trainers are experienced and can collaborate on our training
program.

• Vocational School - operates a high school technical training in seven professions
including textiles, hairdressing, beauty shop, construction, electric and mechanic repairs,
wool-processing techniques, cooking and bakery, and barmen. The Vocational School
offers a certificate program with 45-day professional training.

4.4 Local Government Services

4.4.1 Erdenet Employment Office

The Erdenet Employment Office operates out of the aimag governor's office. Its main activities
include increasing employment and implementing state policy concerning the labor market in
the Erdenet region. The Erdenet Employment Office is the state service organization, which
provides employment matching services, training courses, labor market infonnation collection
services, and small business loans from the Employment Support Fund. We will collaborate
with them on employment matching.

4.4.2 Other Government Services

The following are key local government offices and departments with which we will collaborate:

• Trade, Industry, Agriculture and Environment Policy Office - implements national
policy, decision and programs to support local rnanufacturing, trade, agricultural and
environment policy.

• Agricultural Office - implements national and local Governor's Office policy on livestock
and farming sectors and organizes related activities to support agricultural production in
local area. Orkhon Aimag's area mainly consists of residential districts so most of the
activities of the Agricultural Office are aimed at promoting family farming and family
gardening. This year, Orkhon aimag is announced as a model aimag of family gardening.
The Agricultural Office can be a useful partner for the SEED Program especially on fami~J

gardening, pig and chicken production.

• Tax Office - is responsible for new business registration, issuing of SME patents, and tax
collection. We can cooperate with Tax Office on gelling required infonnation of the tax
paying entities and organizations, and assisting clients with registration.

• Statistics Office - manages a large database of administrative statistics, official data at the
bhag, soum and aimag level covering employment, demographics and registered
businesses. The Statistics office was of great assistance in assembling dala for the
Erdenet Rapid Needs Assessment.

• Business Regulation and Inspection Office - acts as a monitoring agency for national
and local government's regulation and laws. It provides a variety of supervisory and
monitoring services.

• Bayan-Undur Soum's Governor's Office - is administration office Erdenet city. The
Soum Governor's Office is responsible for implementing national policy and programs in
Orkhon aimag and providing the Soum Governor with required advice and infonnation. This
office also manages the bhag Governors.

• Bhag Governors - are the local administrative units, which are responsible for bhag
resident registration, passports and administrative data collection, etc. Bayan-Undur Soum
consists of 16 bhags, of which eight bhags are located in the Ger Districts. Ger District's
bhag Governors were very helpful in providing data, infonnation, and initial contact with
potential clients. They are also very interested in SEED Program.
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4.5 Other NGO's and Humanitarian Organizations

4.5.1 World Vision

In Erdenet World Vision program implements local area development programme in the
following fields

• Health and welfare
• Education
• Emergency grants
• Potable water supply and its maintenance
• Vegetable gardening
• Family loan

In order to provide credit for microenterprise development. World Vision will establish a
microenterprise development NGO in Erdenet in June 2003

4.5.2 Mongol Habitat

It provides long-term housing credit to the families who have housing needs and does not
require collateral for its long-term housing credit. It also provides advice and consultancy on
housing. Currently Mongol Habitat completed 10 private houses and is planning to build 24
houses this year.

4.5.3 Soros Foundation

Soros foundation provides information about foreign univeristies, institutions and education
programs, plus general advise on preparing for study in foreign countries. It implements other
programmes related to the press and publicity, library and arts.,etc

4.5.4 World Bank

In connection with its Poverty Alleviation Program in Erdenet, the World Bank has completed a
3 year research program in Erdenet to identify and select families that are able to nun small
family businesses but have no financial resourses. They have identified that there are 306
families who could make effective use of credit. Of these 189 are Ger District residents and
potential SEED clients.

5 Conclusions

This report is the first step in setting up the GER Initiative Business Development Center in
Erdenet. The new staff of Ihe Erdenet BDC was able to assemble much relevant information in
a short time period for this report, but there remain several information gaps, particularly in the
areas of potential small business clients and new startups. During the next six months'
implementation phase of the Erdenet Business Development Center, the GER Iniliative will
assemble additional information from clients and other sources to fill these gaps.
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ANNEX 1. Table 1. Summary of Active SME's and Large Businesses in Erdenet ~

Employment figures exclude foreign employees

Bhag location Production Services Trading TOTAL
Businesses Employees Businesses Emploees Businesses Emploees Businesses Emoloees

1 Govil 17 364 5 23 4 4 26 391

e?-~¥antsagaan ....... 11 1084 6 17 35 42 52 1143
a Erdenetc:opperJvlining Company' 1 5305 5305.. _,"._.
b Electric &HElatingpla~t .. _ ...... 1 509 509----,. ' .._"
c Ecletric distribution Center 1 457 457
d "M"on·goiTan-:chinElse·Fit:3ftexfile·Co.: 1 456 456
e Erdenet Carpet JSC 1 1038 \ 1038
f Erdenet Food CO.,ltd 1 150 150

Subtotal: Large Companies 6 7915

3 Deni 5 37 6 15 29 48 40 100
4 .13.!!.~?g...• __. . • __ . . . ....... 4 98 9 21 13 29 26 148..
5 Naran 18 46 18 46

TS"qaandi"liiiJ'ut"'-'"'''' ... __ ..._--.. ----
6 1 2 10 16 11 18
7 Shand 8 12 8 12
8 Rashaant 9 14 9 14
9 Malchin 2 2 2 2

Subtotal: SME's in Ger District
38 1585 26 76 128 213 198 1874

bhaos
1 Burenbust 6 26 7 11 23 34 36 71
2 UrtbulaQ 15 29 33 44 29 47 77 120
3 SOQoot 1 4 34 148 16 26 51 178
4 Uurkhaichin 14 111 278 234 431 359 709
5 KhurenbulaQ 14 59 84 159 98 218
6 Zest 3 18 12 64 10 22 25 104
70vut 7 55 17 37 15 39 39 131

Subtotal: SME's in Apartment
46 132 228 641 411 758 685 1531

Districts Bhaqs

TOTAL 90 9632 254 1282 539 1516 883 12430
.

o<J1-
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Annex 1. Table 2. Construction Companies

.. . . ._-
of which

_.' ..
Number of Ger

over 50
NQ Company names Bhag location Type of business

employees residents
Female years

old
f--:J 9.r~hon Khiits Co.,lta-·

._".."._--~---- -_.
Bayantsag.a.~r1bhag construction 3 7 10 1

I··' -.__.._------

2
Erdenet-story mongolian-

Oyut bhag Construction 71 19
russian joint Co., ltd

.- -,","-

3 Stroy-invest mongolian-
Zestbhag Construction 167 I 41 29 24

russiarlJoint Co'c.ltd___
_.~

4 Ochir Tuv Uurkhaichin bhag Construction 251 30 76 14
.,----- --- - _.. -,..--.'.'--'-- .,_.".... . --,--,--- - ----'-"'". - - --" ,-_.,,~_.~_..-. ----- -- --'.'<'''',

5 Chingel Buun tsagaan
Govil bhag Sand & stone mining 25 18 1 5

~~:,Itd .--_.. __ .... ,,--------- .... - •...._--_._. -_. ..•_-- -_._-------
6 §hinjuu .. _..Oyutbhag .... _ Construction --._----_ ..
7 Songinotamir-=~- .- .. - Burenbust bhag Construction--. 23 13 16 2

. _._-------_. ------ ----- .
8 Todjargal Co)td . , Sogootbhag Construction

.'--• __ 1...•..

"
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Annex 1. Table 3. Heavy Industries

of which

Company name Bhag location
Legal form of

Type of businesses
Number of Ger female aver 50

NQ business employees residents years old

1 Electricity & Heating Bayantsagaan
State owned energy production 452 182 108 14

Plant (Power station) bhag

2
Electric distribution Bayantsagaan

State owned energy production 210 54 72 21
Network bhag

3 Erdenet Copper Mining Bayantsagaan
State owned

geology, copper 6099 982 1849 452
Company bhag mining

4
Mongolian- american Bayantsagaan

Joint Co.,ltd Pure cahtode zinc 79 51 22 3
joint Erdmin factory bhag

5 Mongolian-sweden joint Bayantsagaan
Joint Co.,ltd steel ball production 38 4 8 1

Erdenet metal factory bhag

6 Buteel
Bayantsagaan

Co.,ltd metall production 43 20 11 4
bhag

7 Erdmash Govil bhag Co.,ltd metall production 40 20
8 Metall industrial Govil bhag Co.,ltd metall production 65 47 4 2

•

J'/.
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Annex 1. Table 4. Textiles, Carpet, and Cashmere Production

.3;;' .

- _.._-- .~,---_. __ ._-

,--_.'_.. ._.._.. _---_.... ..-

NQ Company name Bhag location

1 Erdenet Khivs JSC Bayantsagaan bh- .-...._.__ .~,._--

2
Mongolian-italian joint

Bayantsagaan bh

"3
C:;,?shm.ere factory
Bolorzavya Co.,ltd Bulag bhag

4
Mongolian-chinese joint

Bayantsagaan bh
Garment Co. ,ltd .._--._-~----

5 SharQyn burd Co. ,ltd Oyut bhag-
6 Metgees Uurkhaichin bha

• ,_,_ ' __"k__

ag

ag

ag

9

..
of which

Type of businesses
Number of

Ger district female
over 50

employees years old
.•.

. __<:;arpet production 801 356 632 22
--

cashmere production 40

Textiles 73 68 57 12_..-

Textiles 500 350 400 0
.._- .

Textiles 4 0 4 1
- ---_.__ .

Textiles 4 1 4 a- " ........ L.__.._ .

04/30103 9:08 AM Annex 1 Summary Tables of Erdenel's SME's and Large Businesses.xls Table 4 Textiles +



Annex 1, Table 5, Food Processing Companies

•
, ..

I I .-~--

NQ ICompany name

1 I Erdenet Khuns
2 Dulaankhangai Co.,ltd

Altan argamj Co. ,ltd
Lenda Co., ltd
AHep~ca35H

Orkhon Uguuj
Erdenet progress CO.,ltd

Ikh Gandan Uul
Baylar

--_._._-

._----- of which

Number of over 50
usinesses

employees
Ger district female years

old
)duction 90 :,2 66 3.- -" --~._-_._~--- ..
)duction 18 16
nd flour 36 28 15 3
Jction .. - .. "..
I drinks 8 5 7 2... - -~._-

)duction 22 10 13 4
)roduction 13 6 6 1
)ur 20 20 5 0
19 unit 130 20 20 0
roduction 6 6 4
(ery 8 7

Type of b

Govil bhag

Bhaglocation

Bayantsa.gaan.. b.hag I. .... f.OOd.. p....r
Sogo()L~hElg. food pr

spirit a
prod

alcoho
(oodpe

s.oLlsi3Qe
F

freez
noodlep

Aa

Bure~b~st~h_ag ___
Bayantsaga".n. bhag
Bayantsagaan bhag

Govil bhag
Bayantsagaan bhai;J

Bulag bhag.
Uurkhaichin bhag

3 IOtgontenger Orgil co. ,ltd

4
5
6
7
8
9
10

33
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Annex 1. Table 6. Other Large Companies

0'" _ ..• - .---'.'._-- .._.'. --._---- "-_.
of which

-- -_..'- "-',. ~ _.---'~

Bhag location Type of businesses
Number of Ger female

over 50
employees residents years old

.- - --------------. -----_..._.-,-----,'_..-,-_.""....
Uurkhaichin

trade 60
bhag -_.

__COovii bhag wood proccssi~!;l_ 68 21 2 13
. __§og()()tJ:>hag_ trade & services 31 10 5 0

-_.,,----.. .- ,'. , "._---
Uurkhaichin

trade & services 40 32 17 10
. ____b~ag__ ------'----- ... -----.,."

fOBl-1n Gar wood fl.rocessing . 17 14 3 2_. ,._------
Uurkhaichin

food market 40
bha!;l .. ._.._._----_...._.._._--_.- ..

---"'-~.

Urlbulag bhag
Bar, hotel, 17 2 13 1

restaurants .....
Uurkhaichin

bhag trade & services 80 32 64 2
...." ........_.___.. _ .... ___ . _.L. ---" --_.

td

o"ltd

,ltd

ltd

CO"ltd
)t1__.:"

an

--

NQ Company nam

-_._.. __.- ---~ - --- - ------ ---

1 Khurenbulag Co
- _..__.

2 Khyalganat khal19ai
3 Erdenet Invest C(

4 Chandmani

5 Erdenete Zandan (-_.",--_._.__.-_.. ,.

6 Erdenet impex C(
-~

--__.--_0' __

7 Uizen Urguu Co
-_. --------_.~-_.

8 Ikh ireeduyn nar
'-- ..

.sy 04/30103 9:08 AM Annex 1 Summary Tables of Erdenel's SME's and Large Businesses.xls Table 6 Other
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CREDIT PROVIDERS

Annex 2. Bank Loan Programs in Erdenel

_... ._.. ,.~._-

Size Interest rate Repe8t Borrower's Application
N' Bonks Purpose Credit term Business history

advantage requirement
Notes

min. m<;lX. min. max,

1 ~wiculturnl Bank

1. SmoJl business lonn-_ ...• ------,---- --- -

Simple loan working cnpilal up 10 6 months
more than 1 year

Form100000 10000000 4 5 active operation1·_·
more than 2 year X€1I1renannai1

Reliable client's loon working capital up to 12 months Form100000 20000000 4 <.1ctive opemtion 1-I0xl\f100P-- ---_.__...-. -
Equipment and more than 2 yeor

Inventory loan
bllildings 30000000 4 up to 36 months

active operation
Form

_.-.. .. __."."...._-
Herders loan

herders
up to 12 months

more than 5 yeor Ynl.1pnblH
Form

must have min. 350
consumption 100000 5000aOO 4 ~ctive opera(i(~n OPIlOroOPOO HOXOX head of sheep--- - --_._-_ ....."" "",- •...•

loan with specific purpose
individuol

mullml negotiotalion
discussion•...• -" --_._-- .-.-,..~-~~_ . e---

2. Consumer's loan-_._-_.- ._- ._._. -- _... - ----_.__...---_._-
S<:lvings saving owners up to 12 months before savings date

no decre<lse on
Form

80% 4 ~~~~[~_ !0~(}!~st
-~-- ----_. ---- ---

should be a
must have another

Pensioner Pensioners up to 6 months
pensioner

payment by savings Form financial reSOLJrse
250000 lIJ~Mrr3Il33p except pension-_.__._--_._----- --.

must have another
Sa!<:Hied person salary ilS collateral up 10 12 months sal<:lry as colbteral payment by salary Form financial resourse

1000000 4 except snlory_...._-- ----- --- - - ....

f-2_ zooS BANK
, ... --,., "-- .._...- ...... --~--..--- - ._..- ._..... ~.

1. Tmding: individuills working capilol 1-12 months
in 0 mguklr

docreasG on interest Form10000 5000000 2.5 4.2 _---------.EE.~E.t~t?n. _____....._-

organizations working copitnl 5000000 50000000 2.2 3,6 1~12 months in n rogultlr operation decrease on interest Form
--_._-_.__._- - ""'- _._--"._._.. - ---_...... -". ---------_...._....._ .. ,_.- -

2. Projoclloon
private sectors

3-7 yoors
XymlC111 OM\lToC1, 2 exemption from

Form
loon bnck paymel ralio

devolopment 500$ 2.2 3.6 Tocn~i111 20% 001'00 basic paymont 3:1
-- _ ......

3 GOLOMT Bonk
--~-

_....__......-
~ -_ •.-

.~.---'---'--~- -- -- ------.._._--- ---..- ... . -----

1. f'riv"to $octor's dovolopmont investment (mid) 3-7 yoars
should h~vG raady 2 yam exemption

Form sccured colkltOl::l1
500000$ 22 project droft from bnsic pnymonl

- --- --- --_._- ----- ------ .... _..~ .. _.-----

2. Incrooso jobs jncro~soJobs 1·1,5 Yo::lrs stable interost rnto
::Iddilionol 10;1n up to

Form 2 ~tngesGOOOOO 10000000 2.2 1:) mIn.
-

3. L,lCk of working c:1pilnl working Ctlpit~ll 1 YO~lr
roquiros rooulnr

Form3 F f-----:.~.J:."!!rnlion__.._- ."-- --- ---_.- .. -- .. ......_---- -
4, Sflwilloans ~;holt timo tllfllovor 3··6 months

roquiros rQi.ll or-tato
F<>rm100000 !jOOOOOO 4

,.
mortqn~ _

1- _._~--

--I'I(:i-tl~oi10~
----- .~-_ ... _., .- .-

6. C(lIWtrfllOr Inon olcmtric goods 3·6 monilla
chould bo [In roqlliron nn ndvnnco

Form

._._e.l!!5.:~.~~. 100000 5000000 4
wnpl()yod po(~on In pnymont, coliator,11

.-- ,.- --- ---~.~_.= ------,--- .
6, S,llnrioci ponwn :;nlnry nr. coU:lloml :;,llury [IS c;oU[ltorol not nvnilnblo in

Erdonot---._-"-_.'" - .-
"I. Poncionor P(JO~;ionom

no r,pflcific aonlrol on nol nvailablo in
tho loan pllrpo::;o [rdemel!

--- -_._- --------_. '----

J:.i-
04/30103 9:09 AM Page 1 of 4 Annex 2 Bank Loan Programs in Erdenet.xls English version



Banks Purpose
Size Interest rate Repeal Borrower's Applic<.ltion

N'
Credillerm Business history Notesmin. max. min. max. advontage requirement

8. Savings secured (as coltateral) saving owners
not available in

Erdooet4 POST BANK
--',

1. Production production support 1-12 months requires regular
Form8000000 3.5 5 production activity

2. Non production working capital 1-12 months
requires reguJar

Form8000000 3.5 5 operation

3. Salaried person salary as collateml 1-6 months should be an requires organization
Form4 employed person <:lpproval

4. Pensioner Pensioners 1·6 months no specific conlrol on
Form4 the rann purpose

5. Smnll business small businesses 1-3 monttls requires regulnr
Form500000 4 5 operolion

6. S<:lVings secured (as
SOlving owners contracted term

requires own soving no specific control on
Form

collnteral)
80% 2 account the loan purpose

7. Business development bigger businesses
.- _.-

SME's more tll,;ln 3-yeor
A>Kl-1nTHbl TOO 150

8. KFW bnnk project loon
development 5 yoor oclive operation, by projoct Form

l.1xryC1, OOp00 20%269000copo 0.65 SME owner- ------_.-
9. Housing project (AD8) State, Construction.

5 yeor Form not ovoibbJe inHouse Owners
100000000 ch<lngeoble Erelona!- -------

10. A!]riculturol sedor (ADS) ogriculluroJ 1 yom
Livestock productiion

Form
not i)vnil,lblo in

10000000 2.5 3 or fmOling Erdenel5 ---_ ..... '._-".,--'-'-"'- .,.,,-
KHAS BANK-"- cc'"-_. .. ...... .._

- - -1, EnlorprisQ Joan---.-- --"
SITli.lll blJsinossos -----_.

<1. start-up
1~12 months roquiros roquklr Xyyr cop Gyp

Form 1·3 MO'1I10I"TOt!.- nnd illdividu.:lls GOOOOO 10000000 3.5 4.5 __prodIJclion .:lctiv.i,ly__ X3COptn:)lI Tonox 3;:J;)JlI-1I111 IWIt eCllO.
- - -_.-

" .. - -_ ...-....- --- -~~

mora than 1 yom
Cap/l x:.JcOr'ln:lX,b. Growth working capil,11 3-18l1lonths XOJV10X xopollro Form 1-2 MO'lnOrT::l112~~ 4000000 2,75 3.7:' l!<:!ivo oper<ltion

Garn1x
- -',.-- .-

-YJlIlC:JII xopollro
mom th;1I1 1 yoor

300/1111111 xyyr
3XIH1t! 3 Canll xyy

c. dovolnpmont
3·3G m()nlttS

xyml\~~lt;l\l(i Form(bnrrJx
400000(l 2.5 3,5 ::lclivo opor;ltion

?YITyynnx fQJHIO.-'~--_. __..__. _.-
----,"~- --2. ComaHnor'~ tOim

T ,_,,_

.~-----_.

<l, Family f[lrnlly con:;urnpllon 1·12 rnonlhn
roquirof, mora than 1· roqtliron mUlllnr

Form100000(l 3.5 4 yonr I;;lbor conlrncl sakHy incomo----- ---_. ._-b. Gor fO:::jc/Olltt~ Slovo Inoll family con:allnp!ion 3·6 month5 50 xym4' JIb 3yYX
Form40350 aODOO !i .Qephql'l:lnnxc, S:wlnflf, f,oclJrod (nr, colklloml) ::avinfJ (lWnOm nnl nv,1ibhlo in

Erdoflf:lt
'-'--- -- -'%
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Bonks Purpose
Size Interest rate

Credit term l3usiness history
Repeat Borrower's ApplicationNo Noles

min. m'ln,
ndv<lnlage requirement

max. mtlx.
~-.- .

d. Saf<:lriecl person salary as collateral
not avoilnbJe in

Erelone!

e. Consumers loon link s<llary as collateral
95%

up to 1 month Form Xyyf33C xyy TOOl\HO,

1---
3. Whole loan

Soving & Credit
location should be in requires

not <lvailoble in
a. Saving & Credit Coopemlives 1·12 months a selected region or Coopomlives Form

coopomtives
simng inventory as collateral

Erdenel
80% 2.2 3- ~._-

Herders group and
b. Group of herders 3·12 months Form

Xyyr ryxaC1 6yp
cooper<llives 1000000 2.75 3 6vvpyvm,o.

4. Eqllipme~t & machinery ---
6 KHADGALAMJ BANK--

1. Trade fonn working capital 1·12 months
decrease on interest

Form
depends on the

100000 2.45 3.5 reote business or collateral
-- -- - .__._-

2. Individuols business support
- - ----,,- .. -"~ -_ ..-- -- -----------

....
n. Pensioner Pensionars 6 ~C?~t~spension 2 6 months savings secured monthly payment Form Xyyr axan>K mnHO.- -
b. salaried person salary as collateral 4 months

requires organization requires requbr
Form standing bank nccount

~O% of 4 months s8..'ry 2
approval incoma by solr:uy

- ._.. , ". -- -
c, Savings secured (as colbteml)

doesn't depend on
1·12 months

roquires own savings
Form

the pLJrpOSe 95% of the savings 2 account---- .... -~----_.- "'"~ --- ~....,_. --_.,,_._. --
d. House & nparlnlent working capitnl 1·12 months

roquires regular
Form

_ "~Q_~~.~~r~~!"r~~! 3.5 __~~~_~~.i~.~_... "•- -"_.._---- -"~-,_.- -- ._""

e. Auto loasing
new auto portly payment is not <.lvaiklble in

purchasing possible Erdcnot

7
- - - ..--"'-'-"-- ----- ----- .. _--
INTER BANK-- _.•_..- _ ....- --..-........ ---------_..-- -
1. Tmdo & industriol foan

Business entities
3-6 months

and org;:mizations 100000 5000000 4
I- I- --_..._--- - -,.. "-- - -- --~--- ._--

HOllsohold &
requires <In employod roqlliros ~ln odvanco

2. Consumor's 10M oloclr'ic goods 3"6 months Form

p~£~tl<lS~... ___ 4 person in poyrnonl, coIiDtor'l!
--_._-_._. . ----------_._-

3. Ovorcir<lft loan
Gon1Ho xyraL\O<lIIl.1 IOquires own fjnonciDI if lIoc;or.snry nhlo to M:1PrD<l111 6YI\a~l>K

oproflT 4
ro~oLlrso got :'Hlytirno TomK OOWiO.

-- ---"'" --- --

~tihor. logul,u
.--._--- --"~"

4. Sm:.ll1 bU:lincsnos working c<lpital 6000000 5 1-3 months
~.___oJ~~~,~~Q!.~__

Form
f-- OT_ ._ ---- -_.. --------- ._,- -

8 Trade & Development B,lnk -_.. --~. . ..._. ----- -----_._---•.._... ----- -----~""-,~------~------- ----
1. SrnnJllm:::incsr. loon workinfJ cnpitul 1·,12 months roqlJirm', rrJuulJr dO('.rrJ:1cO on intortltl

porm
:'0000000 2.3 3,5

opor::ltion rnlo for ropont lorm
- ---- "~~ --~-..- -----

dOCf{),lf>O on irllor;;~r
-- -

2.. Entcrprico loan
PropMing rool

1c1~ lIlonlll:.1 f(lClulm:: Ulli<lblo
(ilto (or tho ropont Form

of;lnlQ 500(JOOOO 2:1 35
c:Ji(HlI

Innn
I--- ---_.-_."'-----_..

,~;'PMt:l; XO-POJ IrO'T;ll~
:l. S':-ll;lriof-l por:::on flnlnry n~ coUnlernt

3f;
1·12 month:> G;Jt1X

Form no limit
..._--"".- ---_..-, ------,."._- ----

..57
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Bnoks
Size Interest rate

Business history
Repeat Borrower's Applic<llion

N' Purpose Credit term Noles
min. min.

ndvClolage requirement
max. max.

-

HOMIN SAN SAVINGS & CREDIT COOPERATIVE9

1. Enterprise lo~m working cnpitat 1~12 months
requires regular Xyy GonoH xyraq<lo

Form
Horne or real estate

10000 5000000 4.9
operation xYObA xOHrenenTT3i1 mortgage

purchasing
requires an employed requires ~Jn advance

2. Consumer's loan household and 3-6 months Form
electric goods 4

person in pClyment. coll<:lteral
- -
~

GRAVY SCC

Enterprise loan working capital 3·6 months requires colateral
AVPMlt1L:1H CaHfl.1t1H Form only for tile members

100000 800000 5 X3M}l{:)311:;l3C available--- --_.. ~,-..
11 CREDIT MONGOL NSI --

1. Inventory loon
real estate 2 yS;;:lrs

requires more than 2-
Form 5-10 doys decision

purchase 10 min 25 min 3. 4
ye<lr <lcliva opernlion

---- - _.._" -
2. Working cClpilnl working CClpitClI 3-12 monlhs

~--- . - - ..

04/30103 9:09 AM Page 4 of4 Annex 2 Bank Loan Programs in ErdeneLxls English version


