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5 Abstract

In Mongolia, there are 228411 businesses entities registered with the
government, 96’336 businesses are activated establishment, and 84’685 or 87.9% of
them are micro-sized businesses in the 4th quarter of 2021. Also, 36’950 or 38.4% are
operating in the sector of wholesale, retail, and trade, and 35’544 or 96.1% of them are
micro-sized enterprises in the sector of wholesale, retail, and trade.

In Erdenet, there are 5’339 businesses entities are registered, 1’911 businesses
are active establishments, and 1668 or 87.2% of them are micro-sized
businesses. Also, 728 businesses are operating their businesses in the sector of
wholesale and retail trade.

To achieve the purposes, pre-prepared questionnaire was conducted with
MSMEs in the wholesale, retail, and trade sectors. According to No5 article of the
Mongolian Law on Support of Small and Medium-sized Enterprises and Services, MSME
businesses and service providers are included in the business entities that meet the

following conditions(1):

Category Number of | Annual sales revenue,
Employees MNT

1 | Micro-business or service | 1-10 Up to 300 million
provider

2 [ Small business or service | 10-50 300 million to 1 billion
provider

3 [ Medium-sized or  service [ 50-200 1 billion to 2.5 billion
provider

Table 1. Category of the MSMEs

During this thesis work, the mixed method of quantitative and qualitative survey
was conducted and using the data from the Mongolian Statistical Information Service
and Statistical Office of Orkhon province. The survey was conducted by micro, small and
medium-sized enterprises, especially, in the wholesale and retail sector who are
operating their businesses in Erdenet city, Mongolia. Covid-19 interruptions do not affect
every business in the same way. Some are deemed necessary and remain open due to
human requirements, while others, such as goods stores, restaurants, and other service-

related enterprises, have been forced to close.



6 Introduction

In December 2019, an unknown pneumonia outbreak in Wuhan, China, led to the
current Coronavirus, or COVID-19, which spread rapidly around the world and affected
more people than ever before. To prevent the spread of the disease in Mongolia, from
January 27, 2020, all levels of kindergartens, schools, universities, entertainment
venues, and other public places, such as sports events and places where numerous
number people are collected, were closed by the agreement of the Mongolian
government. So far, all segments of society, the economy, and the mental and physical
health of people are in dire straits.

For almost two years after the disease coronavirus, international traffic was
blocked, borders closed, and quarantined. As a result of these uncertain and frightening
conditions and incomprehensible decisions, incomes and raw materials of the
companies have declined, their ability to hire people and sell products and services has
been reduced, and even their businesses have been shut down, causing big losses to

the Mongolian economy.

In addition, the crisis is making it difficult for all types of businesses to operate
regardless of size, especially micro, small, and medium-sized enterprises because of

MSMEs are valuable for the economy for the developing countries such as Mongolia(2).

6.1 Problem statement

After only one year later, in 2021, according to the Business Register, there were
228’411 enterprises operating in Mongolia, and 96’336 left out of which are struggling to
survive(3). These businesses cover their fixed costs with sales revenue. However, the
outbreak of Covid has reduced their incomes, reduced their ability to pay, and some have
had to discontinue operations or lay off workers. In addition, declining corporate incomes
are affecting the financial situation of households and reducing loan repayments is

causing significant problems for the Mongolian economy.

According to the survey for the first quarter of 2021 conducted by Prof.

Davaasuren, the most frequent reasons for operational problems are(4):
o Difficult financial situation

e Delivery of goods and services were not completed on time and demand

decrease



e Decreased number of customers
¢ Difficult to pay salaries and social security to the employees

¢ Difficult to pay corporate income tax, other taxes, and fees

Because the conditions, advantages, and disadvantages of the business
environment are different in each country and each province or community depend on
their own characteristics, there is a lack of focused research and data about the
challenges faced by MSMEs.

6.2 The aim of the study

The main goal of this thesis is to analyze the extent to which the COVID-19
pandemic and related restrictions impacted the MSMES in Erdenet city. In particular, the

thesis seeks:

e To get survey from the businesses of wholesale, retail, and trade sector in
Erdenet city.

e To analyze how the high infection or quarantine and the government's actions
affect their operations.

e Tofind the relationship between MSMEs and Erdenet Mining Corporation.

Moreover, this thesis more focused on before and current level of Coronavirus
pandemic of the micro and small-sized informal and formal business entities in the sector

of wholesale, and retail trade businesses of the MSMEs.

6.3 Research questions
To accomplish the above goals, the thesis will answer these questions:
1. Whatis the role of SMEs?

1.1. How do MSMEs contribute to the Mongolia’s economy?

1.2. How do MSMEs contribute to the economy of Erdenet?

2. Is there any connection or dependence between Erdenet Mining Corporation and

micro and small-sized businesses operating in Erdenet city?

3. What are the impacts of COVID-19 in Erdenet?



3.1. What is the COVID impact on the micro and small-sized businesses that

are operated in the Erdenet?

3.2. To what extent were the government actions in the support program
helpful to their businesses? / Did the government actions help their

businesses or not?

3.3.  Were there any key challenges faced by the micro and small sized

businesses in Erdenet city?



7 State of art

7.1 MSMEs and their development and specifics

7.1.1 Definition of the MSMEs

As there is no approved and agreed definition of MSMEs, it is determined by
some criteria such as the number of employees, the annual sales revenue, and the
number of assets(5). In developing countries, these tend to be lower than in developed
countries due to the size of the enterprise and the economic situation. According to the
World Bank, small and medium-sized enterprises have also contributed to increased
economic growth. For instance, Australian MSMEs account approximately 98% of a total
enterprise, produce up to 30 percentage of GDP and employ 4.7 million people(6). In the
retail and wholesale sector of MSMESs in Europe, it employs 5.4 million companies and
20 million Europeans, generating a total turnover of 5.5 trillion euros, and in over 90% of

cases, they are micro-businesses(7).

So, in Mongolia, the micro, small and medium-sized enterprises make up 98% of
all enterprises in Mongolia, and they contribute 25% to GDP and employ 52% of the
workforce(8). Also, the retail and wholesale MSMEs are critical indicators of the
Mongolian economy. According to the business register from the Mongolian statistical
information service, in 4 quarters of 2021, there are 96’336 thousand enterprises, of
which 84’685 enterprises or 87.9% are micro-businesses that employ less than 10
people. Also, 36’950 enterprises or 38.5% of the total enterprises operate in wholesale

and retail trade and of which 96.2% are micro-businesses(9).

Healthy MSMEs contribute to the economy by creating jobs, increasing
production, increasing exports, and introducing innovation and entrepreneurial skills.
Also, they contribute to the creation of goods and services and help to build GDP and

increase national exports and investment.

The fact that MSMEs are managed directly by their owners makes the decision-
making system easier, depending on their talents and management skills. Therefore,
they are more flexible and stronger depending on their ability to adapt to changing
markets. Additionally, micro, small and medium-sized enterprises can easily integrate
into the regional economic network, contribute to the region's development, and reduce

unemployment. But they have several disadvantages:

e Access to new technology is low

10



e Lack of sufficient management and economic knowledge
e Lack of medium and long-term forecasts and a lack of staff

7.1.2 Share to GDP

The below chart displays how the MSMEs contribute to the Mongolian Gross
Domestic Product during the year between 2017 to 2020. The top business
establishments who affect the GDP are firstly, accommodation and food service
activities, secondly Construction, and lastly, Wholesale and retail trade.

MSME share to GDP

m Agriculture ® Electricity, gas, steam, air conditioning supply m Construction
Wholeasale and retail trade m Transportation m Accomodation and food service activities
B Other services

30

26.5
211 20
17.8 18.4
15.2 16.8 15.8
3.5 13.55
10.5 9.3
10 71 :
5.8 5.6 :
5 3.9 36 4.9 3.9 4.6
3.4
1 2.3 1.9 1.9 1.8
0

2017 2018 2019 2020
YEAR

[
o

GDP, BY PERSENT

Figure 1. MSMEs share to GDP

Moreover, the below chart compares the contribution of GDP by area, Erdenet,
Darkhan, Ulaanbaatar, and the country, but Erdenet city is pretty much lower than

others.
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Figure 2. Contributions of GDP, by area

7.1.3 Government decision during the pandemic

From the first case of coronavirus registered in Mongolia, the government
transferred to the “Universal Readiness Degree” on January 11, 2020. From February 2
to 13, 2020, air and rail traffic between Mongolia and China was closed to the high level

of Disaster Protection.

On April 29, 2020, the Parliament of Mongolia approved a law on “Prevention,
Control, and Reduction of Social and Economic Impacts of Coronavirus Plague”. The
purpose of this law is to control the relations linked to the Government's decision to
address the issues of epidemic prevention, protection of public health, prompt decision-
making, and reduction of negative impacts on society and the economy. These include

the Constitution of Mongolia, the Law on Disaster Protection, and the Law on Health.

Regulations approved to categorize Mongolia’s COVID-19 transmission levels in 4
colors(10):

1. Green levels/ everyday preparedness level- It is issued when the country has

gone 28 days straight with zero cases. The operations of public and private

12



organizations and individuals are not suspended, only health preventative
guidelines and recommendations are in place.

2. Yellow levell high-alert preparedness level- It is issued when cases registered in
the past 14 days are imported from abroad and taken under control or the local
cases confirmed in the past 2 weeks are not directly related to each other in terms
of their timing and locations. Under the yellow level, full and partial high alerts
have been declared and the activities of public and private organizations and
individuals are restricted to a certain extent.

3. Orange level/ high-alert preparedness level- It is issued when infections are
confirmed, and local cases recorded in the past 14 days are related to each other
in terms of their timing and locations. Under the orange level, full and partial high
alerts have been declared and the activities of public and private organizations
and individuals are restricted to a certain extent depending on the situation.

4. Red level/ all out-readiness level- it is issued when large-scale community
infections of COVID-19 are recorded, positive cases recorded in the past 14 days
are found to have been virally transmitted among the general population or the
cluster source of 25 percent of newly confirmed cases cannot be identified or
mortality rate per 10’000 people is higher than 0.1. under the red level, an all-out
readiness regime is issued in a full or partial manner and operations of public and
private organizations and individuals are restricted and special measures for

lockdown and quarantine are implemented.

Appendix 2 shows the laws and regulations during the pandemic.
7.2 Their socio-economic impact on Erdenet

7.2.1 Location:

Orkhon province or Erdenet city is located 340 km northwest of the capital
Ulaanbaatar, 180 km from Darkhan-Uul province, and 65 km from Bulgan province and
the border with Bulgan and Selenge provinces. Also, it has two sums including Bayan-

Undur and Jargalant(9).

7.2.2 Population:

As of December 2021, the total number of households in Orkhon province
reached 29.1 thousand and the number of settled population reached 105.7 thousand,
of which 96.5 percent of the total households, and 96.7% of the total population (102’212

people) live in Bayan-Undur sum(3). They live in 22 different types of areas: including

13



Erdene (7406), Tsagaan- Chuluut (7220), Yarguit (6186), Oyut (5998), Denj (5965),
Sogoot (5916), Uurkhaichid (5856) etc.

Number of population, sectors, 2021
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Figure 3. Number of population in 2021, Erdenet

7.2.3 Foreign trade:

The main economic sector of Orkhon province is the mining industry such as
Erdenet Mining Corporation, Erdmin LLC, Achit- Ikht LLC, and their other related
companies including Erdenet Khivs LLC, Ochir-Tuv LLC etc.

As of December 2021, the total foreign trade turnover reached MNT 3.6 trillion,
of which exports accounted for 89.4% and imports for 10.6%. During that period, 575.7
thousand tons of copper concentrate, 9.9 thousand tons of cathode copper, 7.4 thousand
tons of molybdenum concentrate, 25.1 tons of meat, and 30.2 thousand tons of carpets,
a total of 3.2 trillion MNT worth of goods were exported. Also, a total of 387.0 billion MNT
worth of goods were imported, including 15.1 thousand tons of wheat, 15.4 thousand
tons of mill steel balls, 27.1 thousand tons of gasoline, and 32.6 thousand tons of diesel
fuel(9)

7.2.4 Domestic trade:

According to the business register, the number of active establishments of the
Erdenet is divided into 20 economic sectors such as agriculture and forestry, mining and
quarrying, processing, transport and warehouse, wholesale and retail trade, science, and
technical activities, etc. On the table 2 shows that the number of businesses in the sector
of “wholesale and retail trade, repair of motor vehicles” is much larger than in other
sectors.

As of 2021, there are 1911 active enterprises in Erdenet, of which 728 are in the

sector of wholesale and retail trade, and repair of motor vehicles.
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Number of Active Establishment, by 2017 2018 2019 2020 2021
divisions of Economic activities
1 Agriculture, forestry, fishery, and hunting 57 49 46 43 30
2 Mining and quarrying 5 8 10 7 5
3 Processing industries 165 174 190 191 147
4 Electricity, gas, air supply 5 4 4 5 5
5 Water supply 3 2 2 2 3
6 Construction 123 144 149 136 121
7 Wholesale and retail trade, repair of 833 819 877 917 728
motor vehicles
8 Transport and warehouse 21 22 20 25 21
9 Apartment and food service 117 116 103 104 94
10 Communication 46 51 46 47 44
11 Financial service 226 192 211 180 123
12 Real estate 53 53 47 54 54
13 Science and technical activities 40 42 44 45 44
14 Administration and supporting activities 20 25 26 26 23
15 Public  administration and  defense, 31 31 31 31 32
compulsory social security
16 Education services 137 142 147 137 99
17 Health and social work 83 86 86 84 76
18 Entertainment, arts, and games 55 54 54 51 22
19 Other service activities 288 308 341 284 240
20 Activities of international organizations and 0 0 0 0 0
permanent representative
Total 2308 2322 2434 2369 1911

Table 2. Number of establishment in Erdenet
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Below table 3 shows the number of active establishments divided by the number
of employees who are operating in Erdenet city during the last 6 years. It also shows

how the micro-enterprises with 1 to 9 employees account for the largest number of all

enterprises.
Years 1-9 employees 10-19 employees 20-19 employees 50+ employees Total
2017 2013 134 106 55 2308
2018 2029 126 113 54 2322
2019 2147 118 116 53 2434
2020 2098 110 105 56 2369
2021 1668 93 99 51 1911
2022/01 1671 97 99 51 1918

Table 3. Number of active businesses in Erdenet, by number of employee

The figure 4 displays the percentage of the number of wholesale and retail trade

sectors in the total businesses in the Erdenet.

B Wholesale and retaill trade sector M Other sector

100.0%
80.0%
60.0%
40.0%

20.0%

0.0%

2017 2018 2019 2020 2021

Figure 4. Comparison between wholesale, retail, and trade sector in Erdenet, by percentage

Although, the table 4 shows that data of humber of active enterprises of the
wholesale, retail, and trade sector in Erdenet city and their annual transaction in million

MNT. It is data form the Statistics Department of Orkhon province.
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Criteria 2017 2018 2019 2020 2021 2022/1

Numb = Transact = Numb = Transact = Numb = Transact = Numb | Transact = Numb = Transact = Numb = Transact

er ion er ion er ion er ion er ion er ion

Total 688 96,799.6 701 114,226. 689 129,844. 691 127,211. 680 166,964. 642 29,832.4
4 8 1 6

Goods store 69 7,835.5 71 9,001.7 60 8,778.7 64 10,759.0 59 12,6446 55 2,310.9
Grocery 370 35,562.0 @ 377 42,469.6 = 346 47,342.0 | 349 57,918.2 @ 355 85,239.1 | 349 17,980.0
Alcohol 287 11,989.3 295 14,415.0 281 15,874.8 289 17,446.4 291 20,809.0 283 4,502.1
Auto parts 12 181.8 12 1745 6 131.3 6 134.3 5 133.5 4 25.7
store
Building 10 588.2 11 420.8 8 462.8 7 233.0 6 234.4 3 29.1
materials
Restaurant 129 14,9256 = 137 18,949.0 @ 132 20,752.7 | 120 14,792.2 = 104 11,2491 | 102 1,807.8
Bar 80 6,037.3 86 77,727.8 86 9,830.2 77 6,924.3 65 7,044.2 66 1,478.9
Booth 6 17.1 2 2.7 9 17.3 11 19.4 9 14.8 8 3.1
Container 6 303.3 6 568.7 6 432.7 5 403.4 5 342.1 3 83.0
Auto repair 26 185.3 25 183.0 44 633.7 42 752.3 43 568.3 34 146.8
shop
Fuel 12 32,030.3 12 38,012.1 28 42,813.9 28 31,728.2 28 41,028.6 25 4,778.1
Gas 5 4,062.7 4 4,047.6 5 4,492.9 7 3,848.7 5 5,047.6 5 467.3
Medicine 48 5,170.5 48 4,444.3 50 8,479.7 59 10,471.1 66 15,510.1 59 2,667.9

Table 4. Number of active enterprises of the wholesale, retail and trade sector

*The number of registrations of active enterprises differs from the number issued by the Business Register
and the Statistics Department of Orkhon province due to different methods of calculating their statistical

indicators.

For more information on wholesale and retail centers in 2020 and 2021 when the

pandemic was at its peak:

1. There are 691 trade and catering establishments in 2020, making 127.2 billion
MNT worth of goods, a decrease of 2 percent from the previous year. Grocery
stores accounted for 50 percent of the total trade, restaurants for 17 percent and
medicine sales for 9 percent, goods stores for 9 percent, auto repair shops for 6
percent, fuel sales for 4 percent, booths for 2 percent, and the rest of it for 1

percent of each.

17



NUMBER OF TRADED GOODS IN 2020, BY PERCENTAGE
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Figure 5. Number of traded goods in 2020, by percentage

There are 680 trade and catering establishments by 2021, making 130 billion
MNT worth of goods, an increase of 2 percent from the previous year, even
though their number of establishments is reduced by 11. Grocery stores
accounted for 52 percent of the total trade, restaurants for 15 percent and
medicine sales for 10 percent, goods stores for 9 percent, auto repair shops for

6 percent, fuel sales for 4 percent, and the rest of it for 1 percent of each.

NUMBER OF TRADED GOODS IN 2021, BY PERCENTAGE
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Figure 6. Number of traded goods in 2021, by percentage
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7.2.5 Monthly average wages and salaries

This line graph, shows the average monthly salary of both male and female
employees for the year between 2017 and 2021 is shown in 4 different measures
including Ulaanbaatar, Darkhan, Erdenet, and nationally. In the figure 7, the average
monthly salary of male employees in Erdenet is significantly higher than others.
However, the average salary of female employees showing in the figure 8, in Erdenet
increased steadily in 2017, 2018, and 2019, but has grown rapidly in the last two years,
2020 and 2021. Both male and female employees' average salaries in Erdenet are

shown in black color.
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Figure 7. Male average monthly salaries
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Figure 8. Female average monthly salaries

7.3 Challenges and difficulties

1. Health situation
According to the age category of people with Covid-19, 61.7% of working-age
people are infected. Of which, 60% are in the service sector, 17.9% in industry,
13.1% in trade, and the rest in other sectors(11).

2. Policies, and decisions of the Mongolian Government
There are formal and informal enterprises operating in the MSMEs. So, even
though the decisions and measures supported the businesses during that time,
there are more decisions needed that are more related to the MSMEs and more
coherent with their characteristics(12).

3. Business environment and activities
Mongolia's economy, especially in Erdenet city, is dependent solely on the growth
of the mining sector, and MSMEs and other businesses tend to become overly

dependent on mining.
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7.4 Hypothesis

7.4.1 Hyphothesisl. Erdenet Mining Corporation affects the all types of
businesses in Erdenet city

From my perspective, the companies or the entities including goods stores,
restaurants and the businesses of the service sector have been changing/ increasing the
price of the products and service depending on the word of mouth about the salary of
the employees who work in EMC even the transportation cost or inflation affect the price.
On the other hand, the purchasing power of the people in Erdenet is pretty good because
of the salary of the EMC.

7.4.2 Hypothesis2. No support for the informal or self-employed people

Even though the government supports MSMESs, it does not have an impact on the
self-employed or the informal sector of them. Rents in shopping malls and stalls are not
decreasing, and the number of buyers is declining, making it difficult to get raw materials

or products.
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8 Methodology

8.1 Research study scope

The scope of the study will be to examine the impact of the Covid-19 pandemic on
wholesale, retail and trade sector of the Micro, Small, and Medium-sized enterprises in
Erdenet.

8.2 Research method

The methodology for determining the smallest unit is the research including
experiment, survey, interviews, and case study(13). The main methods of this thesis
work are the mixed method of qualitative and quantitative analysis, and Exploratory data
analysis.

1. Mixed method of qualitative and quantitative analysis

The quantitative analysis depend on the Business Register in 1212.mn site of
Mongolian Statistical Office, and the Statistical Office of Orkhon province. A business
register is a database capturing key indicators for establishments such as the name of
the establishment, address, tax registration number, capital, sales (fixed capital and
sales income), and the number of employees(11). Also, it contains data on
establishments, business entities, and their branches which are registered to run

businesses and other activities in all economic sectors.
2. Quantitive survey selection and its calculation

The qualitative analysis depends on the interviews and survey of simple-randomly
selected businesses, where located at Erdenet city. Sample size is determined by the

standard method that accounts for:

a. Population size-728

(currently operating businesses wholesale, retail and trade sector)

b. Desired Confidence level - 95%

A total of 60 micro, small and medium-sized enterprises owners operating
in Erdenet city. Both face-to-face interviews and written surveys were conducted
in person from 50 enterprises, and 10 enterprises were conducted using an online
survey platform and tools
Acceptable margin of error - 10%

d. Prior hypothesis value - as default p=0.5 in order to make unbiased hypothesis

testing.
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2 2
Sample Size on General Population = (Z — value) x p x (1 — p)/(Marginof Error)

= (1.96)° x 0.5 x 0.5/(0.1)° = 96

Sample Size on General Population

Modified Sample size = = 67

1+(Sample Size on General Population—1)/Population Size

Furthermore, due to the similarities of the micro and small businesses in Erdenet
city, and accounting to the interview time and cost, in total 60 micro and small business
enterprises are randomly selected and interviewed. Both face to face interviews and
written surveys were conducted in person from 50 enterprises, and 10 enterprises were

conducted using online survey platform and tools (phone).

The mixed method of these two are conducted because this thesis is considering the
policies and legislation of the Government of Mongolia in order to prevent the Covid-19.
Also, this method is better to get conclusion and performance because it is the integration
and combination of quantitative and qualitative research and data(14).

3. EDA Exploratory data analysis
Using data visualization tools, this part summarizes and evaluates the study and
survey. It aids in defining how to effectively manage data sources to obtain answers and

makes it simpler to uncover patterns, test hypotheses, and validate assumptions(14).
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9 Survey

9.1 Design of the survey

9.1.1 Concept

The survey covers general information including income, labor, growth, sales,
and problems which occurred during the pandemic. It is focused on how the Covid-19
pandemic situation, and Government decisions and policies affected key measures of
the processes and performance of the wholesale and trade sectors of the SMEs, and to
better understand how they faced in response to the pandemic. Moreover, the purpose
of taking this survey answers the research questions about the relationship between
MSMEs and EMC. The results of this survey are useful for summarizing, comparing, and

recommending my research.

9.1.2 Questionnaire

Firstly, 1-12 questions express general information such as the sectors of the
enterprises, the number of employees, and monthly and annual income before the Covid-
19.

Secondly, 13-33 questions are shown whether Erdenet Mining Corporation has
an impact on the operations and revenues of their businesses.

Lastly, the questions 34-39 cover the impact of the operation, the pros, and cons
of the Covid-19 period, and which the government's decisions at the time were effective.
The survey questionnaires were developed based on similar surveys conducted in other
surveys.

Appendix 1 shows the questionnaire of the survey
9.2 Survey results

9.2.1 Generel
The survey included a total of 39 questions from the 8 different businesses in the
retail and wholesale sectors. Below figures 9,10 shows the age structure of the total

participants, and 32% were male and 68% were female.
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Age of the participants

18-24
30-34
40-44 |

50-54

60-64
Figure 9. Age of participants

Gender of the participants

32%

m Female

= Male

68%

Figure 10. Gender of the participants

In terms of operation status, 27 businesses are operating as companies, 24
businesses are private or citizen-registered enterprises, and 6 businesses are
unregistered or informal, while the rest are cooperatives and non-governmental
organizations (Figure 11). By type of activity, there are 14 grocery stores, 11 construction
materials, goods stores, and bars/restaurants, 5 pharmacies, 3 auto repair shops, 2 auto

parts stores, and 3 other units.
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Figure 11. Operation status of the participants

In terms of the number of employees, the figurer 12 shows that 81% of the
respondents have 1-10 members or are micro-businesses, 17% are small-scale and 2%
are medium-scale businesses. It is estimated that 63% of micro-businesses are 1-3
members, which means that they are solely individual or family-based businesses. Also,
57% of the rent the places where they are operating their businesses.

Number of employees
2% 2%
Hlto3
mito7
E8to 10
519% 11to 20
H21to50
259, m 51 to 200

15%

5%

Figure 12. Number of employees of the participants

In duplicate number of responses, the figure 13 displays that they purchase
goods, materials, and raw materials from 5 different places: including 61.7% from
Ulaanbaatar, 51.7% from foreign countries, 50% from domestic factories, 26.7% from

retail and wholesale centers in Erdenet, and 3.3% from the countryside’s.
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No support KA

Training/ counseling provided — 0.0%
Postponed the loan repayment WKL

7%

—
[E

Some major foods items are exempt...

Enrolled in social insurance premium 37.3%
Water, electricity and heating bills are... 78.0%

Figure 13. The supplier status of the participants

Impacts of Covid-19 and Government decision

When asked how the Covid-19 pandemic affected their businesses, only 6% said
they were normal, while the rest were difficult, very difficult, and had been partially shut
down for some time, and 22% said they had stopped operating fully. The largest
percentage of reasons for stopping their businesses in duplicate numbers was due to
98.1% for compulsory quarantine, 51.9% for inability to receive goods due to inter-city
and border closures, and 13% for lack of manpower. Also, the problems they faced
during the pandemic are shown in the figure 14, from top to bottom.

Difficulties during the COVID 19

The turnover of goods and materiald has slowede down and shortages...
Prices for law materiald and supplies have risen
No money torepay he foan
Loss of working capital
The number of customers/ clients has dropped dramatically
Cannot pay the rent
Tas rates have risen
The number of workers has decreased and they did not find
Workers were laid off
Difficult to pay other bills (water, electricity, heating, etc)
Salaries of workers have been reduced and cannot pay their social...
Production and services decreased
Unable to get a loan from the bank
Do not know

Q
ES

20% 40% 60%

Figure 14. Difficulties during the pandemic

Moreover, when participants were asked how much their income could change,
90 percent responded it had decreased to some extent. As shown in the figure 15, the
revenue of 35% of the total respondents were decreased by 26-50% and 33% of them

were reduced their income by 51-90%.

N
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Percentage of their decreasing income
" 0-15%

m16-25%
m 26-50%
51-90%

= 2 times or more

= Not decreased/ not
estimated

Figure 15. Impacts of their decreasing income, by percentage

On the other hand, in the figure 16, 13 respondents or 22 percent of the total had
a few advantages when asked if there were any business-related benefits at that time;
including 55.6% for introducing a new way of working, 50% for using new types of sales

and distribution, and 16.7% for moving into another business.

Moved to another business 16.70%
Intoduced a new way of working 55.60%

As the price of goods increased, but total revenue
. 2
did not decrease

Sales increased because others stopped their 0%
operating

Figure 16. Advantages during the pandemic

The figure 17 shows that their businesses discontinued the operations for a
period because their good and raw materials were delayed with 7 entities for up to 10
days, 24 entities for 11-60 days, and the rest of it for 2-3 months or more.



m Less than 14 days
m 15-30 days
m 31-50 days
m 2-3 months

m More than 3 months

m Fully stop

Figure 17. Period of raw material are delayed

Furthermore, regarding the measures taken by the Mongolian government at that
time, they responded that only 5 percent of the total were effective, 48% for not effective
in all sectors, and 47% for not effective which are shown in the figure 18.

5%

’ m Effective

= Some of them
= Not effectiive

® Do not know

Figure 18. Effectiveness of the measures by Mongolian Government

But the figure 19 shows that in duplicate number, 78% of the total of them are
supported financially by paying the bills of water, electricity, and heating of their

businesses.
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No support KA

Training/ counseling provided — 0.0%
Postponed the loan repayment WKL

1.7%

Some major foods items are exempt...

Enrolled in social insurance premium 37.3%
Water, electricity and heating bills are... 78.0%

Figure 19. Supports from Mongolian Government

Also, the figure 20 shows what support is needed for participation: 76.7% of the
total respondents for decreasing the taxes and value-added taxes, 68.3% for reducing
the interest rate of the bank, 43.3% for clarifying the government decision and

regulations, and 40% for providing the soft loan for the SMEs.

Clarify government decisions and regulations, and improve coordinaion 43.3%
Loans of support SMEs 28.3%
Providing soft loan 40.0%
Reduce rental interest 18.3%
Increase the loan amount 21.7%
Reduce interest rated 68.3%

Deferment of loan repayment, interest and interest payment period 18.3%

Tax and VAT exemptions 76.7%

Figure 20. Supports which are needed for the MSMEs

As well as, when asked about the purchasing power of consumers at that time,
56.7% said that there was a significant decrease, and 43.3% said that they started to
borrow goods to the consumers. Only 1.7% said there was no change and also
purchasing power had improved.
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Influences of the purchasing ability

Improved purchasing ability l— 1.7%

Started to borrow goods 43.3%

The goods are divided (in grmas and pieces)

Purchases fell sharply 56.7%
Purchases fell slightly 30.0%

No changes [} 1.7%

Figure 21. Influences of the purchasing ability

Lastly, this figure 22 displays that the impact on the salaries of employees during

quarantine.
Completely fired/ laid off 16.7%
No salary/ job saved 31.7%
60% of salary for idle time 13.3%
No changes 45.0%

Figure 22.Impacts on salaries after the pandemic

9.2.2 Relationship between the businesses and EMC

The purpose of this section is to show whether the people working at Erdenet
Mining Corporation had any influence or support on the business activities of the survey
participants.

When starting their businesses, 39 people, or 65% said that they did not get the
financial support from the people who work in EMC, so, it does not seem to be completely
dependent on them for financing.
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HYes ENo

a

Figure 23. Answer of financing

Even though, when asked if there are any relatives, parents, siblings, or relatives
who work at Erdenet Mining Corporation, 44 of them have in duplicated numbers, or 58%

answered yes.

HYes mNo

Figure 24. Answer of family member

The pie chart below displays whether the respondents consider that the
purchasing power of Erdenet is better than other provinces:

3% 3% 8%
m Strongly agree
\‘ m Agree
® Neutrual
m Disagree

= Do not know

Figure 25. Purchasing power of Erdenet

Approximately 60% of respondents felt that persons who reside in Erdenet have
higher buying power than others. But, as you can see from the chart below how well
EMC has affected the businesses of MSMEs, 75.4 percent of their purchasing power
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increases during the time of salary (2 times in a month), and 29.8 percent of most
customers are employees of the EMC, and 8 percent make large purchases from
MSMEs.

Huge amount of products are purchased by EMC

The most of the customers are from the EMC
The purchasing ability is increased during their
salary time (5th and 15th of each month) —

Not affected 14%

Figure 26. Affection of EMC to the MSMEs
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10Result and Discussion
1. Impacts of Covid19

The health situation and fatality rate are first considering things during the
pandemic. However, the economic situation is secondary big problem. Covid-19
disruptions do not affect all businesses equally. Some are considered an essential
part of human life and remained open, while others were required to close such as
restaurants, bars, machine repairs and places of entertainment. Even though the
power of employees was decreasing because of the sickness, but they still need the
human primary need such as food. Thus, they have no significant impact on the
sector of grocery shops and the pharmacies because they need the medical staff
during the pandemic.

2. The impact of the Government regulations which is related to the COVID-19

Measures and regulations of the Government of Mongolia which affect directly to

them are following:

e From February 2 to 13, 2020, air and rail traffic between Mongolia and China was
closed to the high level of Disaster Protection.

e Border crossing were temporarily closed, and access was restricted

e From December 1, 2020, to July 1, 2021, the government introduced the
measures to support households, businesses, organizations during the
coronavirus infection, including exempting electricity, heat and steam, water and
sewage services, and standers waste service fees.

e From January 31 to July 31, 2020, the Bank of Mongolia issued temporary
change on loan repayment and related regulations because of the failure to repay

loans. But informal business does not apply.

The government decisions helped the households and businesses to decreasing
the operational costs during a crisis. During the survey, 78 percent of the respondents
received this support in duplicate numbers, and all both formal and informal agreed

that it was positive influential support.
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However, as a result of closure of borders, it was directly affected their business
inventory turnover, because the 81% of a total responder are micro businesses, who
are less than 10 million MNT monthly income and figure 17 showed that their goods
and raw materials were delayed with 7 entities for up to 10 days, 24 entities for 11-
60 days, and the rest of it for 2-3 months or more. It means that suppliers began to
raise the prices of raw materials, goods because of shortages of them and reduction
in the warehouse or container. From the survey, the reasons why the suppliers have
increased prices by a few percentage points include 10 percent of responders for
less than 10%, 45 percent of them for increasing 11-25%, 8 percent of them for 26-
50% and 5 percent of them for more than 50%.

Percentage of increase in price of primary
goods

m Less than 10%
m11-25%

26- 50%
m More than 50%

= Not increased

Not eastimated

Figure 27. Percentage of increase in price of good

As a result of this increasing price, 57 percent of the retail and trade businesses
raise the final price of their goods. Also, the figure 28 displays that the causes of
increasing price, which including 89.2% for the manufacturer and wholesaler have
increasing prices and 86.5% for due to the increase in transportation fees.

As sales fell, they had to raise the price of... BRZRe1}/3

Due o the increase in transportation fees 86.50%

Had to buy the goods at high price because... BZ%e{el7Z

Manufacturers and wholesalers have... 89.20%

Figure 28. Causes of increasing price
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Moreover, the cost of transportation has increased due to the closure of traffic
within Mongolia and between provinces. From the quantitative survey analysis, we
can see that they purchase their products from Ulaanbaatar and Foreign which are

the highest share of their supplier.

Additionally, in 2021, according to the Mongolian Statistical Office, the transport
producer index reached 158.4, an increase by 5.2 percent compared to the same

period of the previous year(11)

3. Relationship between the EMC and micro and small-sized businesses operating

in Erdenet city

Firstly, the figure 2 shows that the MSMEs contribution to the GDP, the Erdenet
is much lower than others because the majority sector of contribution to the GDP of
Erdenet is the mining sector. According to the Statistical Office of Orkhon provinces,
the foreign trade turnover is 3’600 billion MNT, following exports are 89.4%, imports
are 10.6%(3). In terms of the structure of exports in 2021, the copper concentrate is
84.8%, the cathode copper is 7.8%, the molybdenum concentrate is 7.2%, and 0.2%
belongs to the other. Moreover, the purchasing power of the people who live in
Erdenet is more than others. The figures 7, 8 show that both male and female’s
average monthly salary is higher than Darkhan, Ulaanbaatar, and the national
average. As of 2020, the average monthly salary of employees of the Erdenet Mining
Corporation has reached 2.9 million MNT(15). Moreover, a total of 8 different sectors
were divided into two categories: direct and indirect for human consumption. Table 5
shows that both groups concluded that the purchasing power of Erdenet citizens was
generally above average. However, 2 responders or 7% of indirectly dependent
answers considered the purchasing power of citizens to be lessen. The reason for
this, they said, is that people shop outside of the Erdenet because they thought that
the prices of construction materials and related materials, as well as clothing stores,
are higher than in other provinces. The products of these businesses are not limited
to the purchasing power of citizens in Erdenet but are purchased from other nearby

provinces and sums.
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Sectors Number of the

Purchasing power of Erdenet comparison

businesses with other provinces
Very Good Neutral Bad Do not
know

Direct Grocery shops, restaurants, bar | 30 3 19 7 0 1

club, pharmacies
Indirect | Building material, goods store, | 30 2 13 13 2 0

auto repair shop, and auto parts

store, others

Table 5. Answers about purchasing power of Erdenet is well

Then, 45-60 percent of them answered yes to the question of whether there is a

person working in their family circle at EMC. Businesses in the direct consumption

sector received financial support from them when they started their operations.

However, almost half of businesses in the indirect sector consumption sector did not

get the financial support.

Sectors Number of the | Family member | Financial
businesses who works in EMC | support  from
them
yes no yes no
Direct Grocery shops, restaurants, bar club, | 30 14 16 13 17
pharmacies
Indirect | Building material, goods store, auto | 30 19 11 8 22

repair shop, and auto parts store,

others

Table 6. Answers about their family member who work in EMC
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11Conclusion and recommendations

11.1Conclusion

The main goal of this thesis is to investigate how the Covid infections affected the
micro, small and medium-sized enterprises in Erdenet city as well as to find the
relationship between Erdenet Mining Corporation and them. To accomplish this goal, the
face-to-face interviews and written survey were taken from the wholesale, retail, and
trade sector of MSMEs and analyzed with the decisions and act of the Government of

Mongolia.

Restrictions on businesses during the Covid-19 affected each sector differently, for
example, grocery stores and pharmacies intended to meet basic human needs were
almost non-existent, but the purchasing of clothes and materials, as well as machinery
and equipment, and the sale of auto parts and auto repair shops were severely affected

because of the long-term quarantine.

The government actions toward businesses did not support micro, small-sized, or
informal businesses in Erdenet during the pandemic. For instance, the businesses
studied did not receive any training or advice, and 16.9% of them said that they did not
have any support from the Government. This indicates a lack of access to information
and the government policy has a negative impact on the wholesale and retail trade sector
of micro, and small-sized enterprises. However, government measures to reduce the
impact of the pandemic, including paying the electricity, heating, steam, heating bills,
water, and sewage bills, and simple waste service fees, have supported most of the

businesses and households of the participants.

The main processes that influence the continuous operation of MSMEs are the
continuous operation of goods and their revenue. 94 percent of those surveyed
responded that the coronavirus affected their businesses directly and harshly, and the
main reasons for the closure were compulsory quarantine, inter-city and border closures

and the lack of manpower. Therefore, they are very economically vulnerable.

Additionally, the support they need most is tax and value-added tax exemptions,
decreasing interest rates, and soft loans for the micro, small-sized or informal
businesses. To mitigate and overcome this difficulty and constraint, they have reduced

the price of the final product to reach customers, find new distribution channels, increase
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the number of product types to keep the customers and develop revenue and offer them

flexible payment terms.

11.2Recommendation

Based on this thesis work, the following are for researchers interested in further

research in this area developed recommendations:

From the survey analysis

The most important issue in COVID-19 time was the supply chain of products,
and the search for ways to clarify this issue and use digital tools and technology
Due to the quarantine situation, it is most common for countries to close
their borders. So, to diversify their sources of supply.

According to the results of the survey, the lack of knowledge and
information provided to MSMEs during the pandemic, especially to the
informal sector. Thus, the Administration of the each provinces or the sums
should pay attention to them

According to the survey, they need coherent regulations and policies.
Even though making decision is challenging, but decision-makers in
government and other associated agencies, as well as those in positions
of authority, should act as soon as possible.

Extensive quantitative and qualitative research on MSMEs. For instance,
agriculture and forestry, the light industry, and service of entertainment,
arts, and games which can be viewed from another perspectives within the

industries

From the lesson learned

Of the 60 enterprises surveyed, 50 were interviewed in person and 10
were interviewed online. At the beginning, to accomplish the survey goals,
need to be mentally prepared because meeting a lot of people with
different personalities and characteristics during the face-to-face
interviews.The questions should be designed to be clear and easy for the
participants.

In the case of surveys in person, it took 3 days to complete it, but it took a

lot of effort and time to get it over the phone or online even though number
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of online interviews are much less than other one. The timing should be

well calculated.

40



12 .References

10.

11.

12.

KWK, OYHO YWNOB3P, YUNUUNIIAr ASMXMX TYXAN [Internet].
[cited 2022 May 16]. Available from: https://legalinfo.mn/mn/detail/14525

Boojoo L. ADBI Working Paper Series LEVERAGING SME FINANCE
THROUGH VALUE CHAINS IN THE CAREC LANDLOCKED
ECONOMIES: CASE OF MONGOLIA Asian Development Bank Institute
[Internet]. 2019. Available from: www.adbi.org

MOHION YNCbIH YHOSCHWA CTATUCTUKUMH XOPOO [Internet].
[cited 2022 May 16]. Available from: https://orkhon.nso.mn/

Friedrich-Ebert-Stiftung Mongolia Office. Kovid-19 car tahal : Mongol Ulsyn
édijn zasag.
Ganbold B. Improving Access to Finance for SME: International Good

Experiences and Lessons for Mongolia. 2008.

Small Business Counts. 2020 [cited 2022 May 16]; Available from:

www.itsanhonour.gov.au
RETAIL AND WHOLESALE SMEs WORKING FOR GROWTH.

SMEs and Women-owned SMEs in Mongolia Foreign Affairs, Trade and
Development Canada Affaires étrangéres, Commerce et Développement
Canada. 2014 [cited 2022 May 16]; Available from: www.ifc.org

MOHION YNCbIH YHOASCHWA CTATUCTUKUMH XOPOO [Internet].
[cited 2022 May 15]. Available from: https://orkhon.nso.mn/

UN MONGOLIA CRISIS COMMUNICATIONS: COVID-19 MONGOLIA
UPDATES General situation update related to COVID-19 [Internet].

Available from: https://montsame.mn/en/read/258035

CTaTUCTUKMIAH MIAI3NNNNH HArAcaH caH [Internet]. [cited 2022 May 16].
Available from: http://www.1212.mn/

COVID-19 IMPACT ASSESSMENT ON MICRO AND SMALL-SCALE
WOMEN BUSINESS ENTERPRISES IN MONGOLIA FINAL REPORT
Ulaanbaatar 2021 0 Final report Final report Final report.

41



13.

14.

15.

Interviewing as Qualitative Research A Guide for Researchers in Education

and the Social Sciences Third Edition.

Creswell JW, David Creswell J. Research Design: Qualitative, Quantitative,

and Mixed Methods Approaches.

Hyyp xyygac | “OpaaHat ynnasap” TOYI [Internet]. [cited 2022 May 16].

Available from: https://www.erdenetmc.mn/

42



13.Appendix

Appendix 1: Questionnary

One. General information on Enterprises and Respondents

1.

© ©® N o 0o bk~ D

10.
11.
12.

TaHbl Hac

Xyuc

Amap xanbapaap ynn axunnaraaraa 3pxanaar Ba?
Yun axvnnaraa siBsyymx 6yn canbap?

X343H xumn 6n3Hecss apxask 6anraa Ba?
banryynnara TaHb X349H aXUn4nHTam Ba

KoBuablH eMH6e capblH HAWAT oprioro simap 6ancaH 637?
KoBuabIH ©MH6 TaHbl XUIWIAH oprioro simap 6ancaH 637
HuiirMmminH paatranbiH LUMMTEON Tenaer 9cax?

XYH aMblH OpriorbiH anbaH TaTeap Tenger acax?
TannaH TaHUSN rapragar acax?

Ynn axunnaraaraa siByyngar raspaa Typascrnagar yy?

Two. Operation of their businesses

13.
14.

15.

16.
17.
18.
19.
20.
21.
22.
23.

24.

25.

26.
27.

ByTa3rasxyyH1m HUANYYN3nTas XxaaHaac XMnUaar Ba?

Llap Taxnaac yyasH Xen XOpWOHbI A3rN3M TOrTOOCOH Hb GanryynnarbiH TaHb
VYIN axunnaraang smap Hemnee y3yyncaH 637

XopB3a yinn axunnaraaraa To4o0pXon xyrauaaHg 30rcoox 6arncaH 60n aH3 Hb
KoBug-c 60rcoH yy?

HWAT X343H XOHOT YN axunnaraa 30orcoox 6arican 637?

Yinn axunnaraaraa 30rcoocoH LanTraaH

KoBna- 19 uap TaxanblH yeg smap amap XyHapanyya rapcaH 637?

KoBua- 19 uap TaxanbiH yeap TaHbl CapblH OPIIOro XapXaH eepyneraceH 63?
Xapas 6yypcaH 60n onponuooroop xaaaH XyBb byypcaH 637

KoBua- 19 uap taxanblH yea 6usHecq TaHb AaByy Tan rapcaH yy?

Xapas Tnim 6on smap gasyy Tanyypn rapcaH 63?

KoBuabiH yen TaHbl xygangaH Gopnyymxk 6GavicaH 6Gapaa Tyyxum 3auiH
HUANYYNanNT Tacapy/ xomcaox 6ancaH yy?

Bapaa, Tyyxun agunH HUANYYNaNT OMPONLOOroop X34 XOHOr Tacapy/ caatax
6ancaH 637?

TaHbl xypangaH aBy 6opnyymnk Garnraa 6apaaHbl YHI (YnngBapnard, 6eeHun
XyfangaaHbl TEBOOC aBAar YH3) AyHOKaap X343H XyBb HAMArAcaH 637

Ta 6opnyymx 6yn 6apaa 6yTa3radxXyyHUNX33 YHUAT HOMC3H Yy?

X9pB33 HAMC3H 60N WanTraaH Hb oy B3?
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28.

29.

30.

31.

32.

33.

Three.

34.

35.

36.

37.

38.

39.

MoOHron yncblH Tepeec Xapankyysk 6y 604110ro, apra XaMmxasHyya TaHbA Xap
ereextan 6ancaH 637

[amxnar aBcaH 6angan?

Tepeec aMap O3MXKNAr y3YYIIBaM XOparTan rax 6ogox 6anHa Ba?
Xoparnaryngas xagranaxvnH Tyng siMap apra Xamxkaa TaHan OawnryynnarbiH
3yraac aBcaH 63?

KoBuna-19 rapcaHaac xovw uvpragunH 6apaa xygangaH aBax 4YagBapT siMap
Hernee rapcaH 63?

Xen XOpMOoHbI YeapXx axunnarcablH LanvHa y3yyrmk 6yn Henee

Relationship between MSMEs and EMC

Yin axunnaraaraa axfyynaxgsd aHxX fAMap MeHreHWM 3X YYCBIp aluurnax
6awncaH 637

X3paB rap 6yn, oMpblH XamMaaTaH AyHOaacaa CaHXYYrMiH A3MXNIar aBcaH 6on
T3Ara3paac ApasHaT Ynasap TOYI-T axunnagar xyH 6arcaH yy?

3p Oyn, ompblH XamaaTaH AyHA OpA’3HaT Ynnaesap TOYIM-T axunnagar XyH
Gariraa toy?

OpO3HAT XOTbIH MPragunH Gapaa, OyTaarasxyyH XygangaH aBax 4vagBap Hb
Oycag OpOH HyTryyaTam xapbLyynban xap cavH rax 6ogox 6anHa Ba?

TaHbl 6usHect OpasHaT Yunasap TOYI-unH Tanaac Heneerx 6yn Heneenen
Ganpar yy?

X3paB TUM GoN X3pX3H Heneenger rax 6ogox 6arHa Ba?

Appendix 2. The laws and measures of the Mongolian government during the

pandemic:

On March 27, 2020, the Government of Mongolia announced the following

measures against Covid-19(10). These include:

Business entities and organizations other than the state and locally owned and
partly legal entities that have been imposed from February 1, 2020, to April 1,
2020, which have not paid social insurance premiums within the period specified
in the law shall be subject to Article 10.17 of the Law on Violations. Exemption
from the fine specified in paragraph 3 and from the penalty specified in the
second sentence of the article description.

In case of non-payment of tax imposed or reported by a taxpayer in accordance
with the law, the taxpayer shall be exempted from tax penalties and fines imposed
from February 1, 2020, to September 1, 2020.
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From February 1, 2020, to September 1, 2020, if the proof of the payment of the
people, who reduce the rental of the place including the markets, center of the
trade, manufactures, services, private schools, kindergartens, and the services
of the caring the babies, is approved by the article 28.5 of the Law of Taxes and
the contract within the proof of payment, they can be provided a corporate income
tax credit to be levied on rental income at a reduced rate.

The goods, including sugars, vegetable oils, all kinds of rice, 15,000 thousand
tons of elite seed wheat, and 160,000 tons of food wheat, are imposed by
customs and value-added tax on imported goods, which are excluded from March
1, 2020, to June 30, 2020.

The social insurance premiums are paid to the employees by the business
entities and companies, which are excluded from April 1, 2020, to October 1,
2020.

The personal income tax which is taken from the salaries of the citizens is
excluded from April 1, 2020, to October 1, 2020.

Provide a three-month allowance of 200‘°000 MNT to each employee of a private
organization who retains a job despite declining their salaries.

On April 29, 2020, the Parliament of Mongolia approved Resolution No. 32 on
measures to ensure financial and economic stability, risk prevention, and
electronic transition to public services during the outbreak of coronavirus

infection. The resolution:
- Reducing bank lending rates and borrowing costs

- Intensify the activities of the loan guarantee fund and increase its
accessibility to support the business activities of SMEs and service

providers.
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