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In the open market economy, Mongolia became similar with any other developing country in Africa l,q.dil
America and Asia, but became a country which produces and provides primary goods 1’ igriculture, anc

mining and quarrying, mainly to China. In the open market economy, poverty level of 1USS or 2USS per
person per day prevails in developing countries. This paper studies household livelihood and per gplm '
household income in setiled places in Mongolia in 2003, and found out that, among others, people in
Mongolia live under the generalized poverty (as in any other developing country in Africa, Latin America
and Asia which have been implementing IMF policy packages since 1970s and 1980s) and the poverty

level of 1USS per person per day is a starvation line in Mongolia. (Starvation means reduction in food

intake, and it is different from hunger (Sen 1981).) The poverty level of 1USS per person per day is

harsh for Mongolians who need more goods than people in tropical countries just to survive, warm clothes

and warm shelter. In conclusion, this paper argues that in order to move out of the generalized poverty
and generalized starvation, it is essential for government of Mongolia fo refuse from IMF 'conqmw

(which design the development model called ‘open market economy’, the model which is

with the generalized poverty and generalized starvation), and move to different development maab{.[lh
‘outward oriented” economy or export-led economy, like in South Korea and in some other countries in
” TRE i Yy O
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East Asia and the Pacific.

1. INTRODUCTION

Introduction to the design of the open market
economy in the case of Mongolia

Mongolia moved to the open market
economy after collapse of the socialist
block in 1990. During transition, Mongolia
experienced economic crisis and its people
experienced mass entitlement failures, mainly
due to job loss and decrease in real wages
(Griffin 1995). When Mongolia faced with
economic crisis, international organizations,
IMF and WB, offered aid and loan, with the
“condition”, The policy package proposed
for the transition away from socialism was
similar to that proposed for stabilization and
structural reform packages in developing
countries in the 1970s and 1980s by the
Bretton Woods institutions (Blanchard et al.,
1991:1 in Nolan, 1995:75). IMF not only
provides resources to governments to address
Balance of Payment (BoP) problems, but also
it provides a seal of approval for borrowing
countries. Without IMF''s seal of approval a
country can not receive a sufficient resources
to address BoP problems from other donors
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(Wood 1997:11). The IMF policy packages
design the development model for developing
countries, the open market economy.

Since 1990, Mongolia implemented
stabilization and structural adjustment
packages designed and offered by IMF and
WB, with no hesitation and negotiation. It
often calls as a “good student” those countries
which implement IMF and WB measures
with no hesitation and negotiation, and
Mongolia is one of them. The first measure
was privatization. Mongolia distributed rose
and green vouchers to people to privatize
industrial assets, and privatization of livestock
breeding sector went under the slogan of
“Livestock to livestock breeders™.

The second measure was “devaluation™, an
exchange rate measure, which was undertaken
in 1990 by the 20" government order. The
author was involved in the estimation of
consumer price index after the devaluation.
Devaluation has an effect on real wages to
fall when money wages in both trading and
non-trading sectors rise less than the general
price level (Bird 1984:106).

The other important measure was “freezing
level of wages”. Under reform, wages of
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government employees is set to be low, and
it is the base of low wages of employees in
formal (private and public) and informal
sectors (IMF 1986:23). It is not only low
but it is freezing. The “‘freezing level of
government wages' is also included in the
conditionality attached to the IMF policy
packages (see ibid). For example, in Nigeria,
the buying power of the senior civil servants
_ sharply eroded in 1987 compared with 1961
“(Gugler 1991:400). There are other macro
economic tools which need to be studied
carefully.

The major features of the open market

economy, which is designed by IMF policy

packages via macro economic measures,
are:

* to keep cheap labour in developing
countries via “freezing level of wages”,

* to ' encourage agriculture, mining
and quarrying, and tourism, but not
manufacturing,

* 1o encourage export of primary goods of
agriculture, and mining and quarrying

* the state does not have capacity to
regulate economic life (because the major
economic regulation is done by *“‘the
conditionality”™ from IMF via macro
economic measures)

+ generalized poverty (see for e.g. Bromley
et al. 2003)

The author studied the export behavior of
Mongolia, in the PhD thesis, and it suggested
that during transition to the open market
economy, major export commodities moved
“from processed goods to primary goods™.
In other words, movement of Mongolia to
the open market economy was movement
from second to third world country, and
Mongolia become similar with any other
developing country in Africa, Latin America
and Asia. Also major export partners moved
“from internationally integrated partners
to neighbors™, mainly to China. These
suggest that Mongolia became a country
which produces and provides primary goods
of agriculture, and mining and quarrying
to China, at cheap price. Thus the open

]
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market economy in Mongolia, designed by
IMF policy packages, support China but not
Mongolia.

Urban poverty and urban household livelihood
in the open market economy

- Social changes after mass entitlement
failures

During  socialism, generalized  wage
employment did exist in Mongolia. Thus,
during socialism, people in Mongolia were
entitled to live out of poverty via entitlement
to wage employment.

After implementation of two measures,
privatization of state owned assets and
devaluation, the transition away from
socialism starts with mass entitlement failures'
to wage employment. As a result different
social groups emerged, like unemployed and
misemployed, and Mongolian society became
similar with those in Africa, Latin America
and Asia, which implement IMF policy
packages. Furthermore, social phenomenon
like unemployment, underemployment,
misemployment, uncommitted labor force,
“new poor™, luxury unemployed, intra-
housechold conflict, income inequality,
alcoholism, pressure on women, domestic
violence, and internal and international
migration have been increasing.

Unemployment was found in all households
under reform (Beneria 1992:91). Men and
women equally could not find full-time job
(ibid:93). Under reform unemployment was
found greater in urban areas (Moser et al.
1993:42). Moreover, *‘luxuryunemployment ™
was found under reform. For example, in
Thailand, better-educated people wait for
an opening in the formal sector rather than
working in informal sector (ibid:26).

Underemployment or underutilization result
from, maintaining employees when there
is no sufficient work (for example, work in
family enterprises) and seasonal employment
(Gugler 1982:176). Misemployment refers
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to the jobs which contribute little to social
welfare but could be employed full-time,
like begging, prostitution and street vendors
(ibid:177).

Moser et al. (1993:45) found that income
inequality increased over the period of
reform in some Latin American countries.
Only few groups, such as government
employees, teachers and sales personnel have
a more stable income. Other groups of urban
poor have substantial income differences
(Papanek 1975:5). Moreover, Gilbert and
Gugler (1992:89) argue a cheap labour
policy in developing countries resulted in
uncommitted urban labour force.

Insufficient income resulted in the increase in
intra-houschold conflict, domestic violence
and alcoholism (Moser, 1992 quoted in
Moser et al. 1993:55). Also women bear the
responsibility for day-to-day budgeting and
household management, but they often do
not have access to control of all the resources
(Elson 1991:182).

- Generalized poverty and houschold
adjustment strategies

In the open market economy, generalized
poverty does exist because of **freezing level of
government wages'*. In other words, it is not
only unemployed but also employed persons,
in government and private organizations, are
poor because of low wage. Under reform,
majority of poor, lower middle class and
middle class (50 percent-80 percent) were
poor (Benera 1992:90).

Under the “freezing level of wages”, people
in developing countries live with 1USS or
2USS per day per person, the poverty line
which World Bank studies. In developing
countries, urban poverty under reform went
beyond basic level of subsistence (Davies and
Anderson 1989:226-7).

Urban poverty under reform has been studied
extensively. It has been argued that urban
poor faced with increasing pressure on the
budget of households due to the increase
in cost of food but almost no increase in
income during adjustment. Apart from
impoverishment of the urban working class
(wage labour poverty), ‘‘new poor’ were
created due to structural changes (Moser et
al. 1993:24).

Informal sector becomes important survival
strategy when purchasing power of wage
employment falls (Dennis 1991:99).

Under reform, a household became a unit of
survival (Moser et al. 1993:24). All houscholds
faced debt under reform (Beneria 1992:91).
Under reform, average number of workers
per houschold increased, and these workers
were mainly children and women (Gonzalez
de la Rocher 1988).

Many countries under reform, for example
the Caribbean countries, Philippines and
Egypt, have been experiencing increased
international migration as an alternative to
escape out of poverty. Women teachers leave
teaching to work in foreign countries as maids
(Herz, 1988a quoted in Elson 1991:77).

Objective of the study

This work aims at studying the generalized
poverty and poverty level in Mongolia. It
studies houschold livelihood strategies and
per capita household income in settled places
in Mongolia, but not in rural areas. In order
to investigate houschold livelihood, author
designed questions on houschold budget
status, entitlement failures, and consumption
adjustment strategies. International standard
living standard measurement surveys are
more likely to study expenditure side of
household budget rather than income side.
Unlike this, the author chose to study per

' Entitlement failure was defined by Wuyts (1992:21-22) as follows: [It] includes both vulnerability as an
aspect of deprivation and poverty as lack of income. ... An “entitlement failure’ [in case of low-income
wage labourer] can come about in three ways: a steep rise in the price of necessities, especially food; a drop

in wages: [and] the loss of a job.
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capita household income to study the
generalized poverty, comparing it with
the poverty level of 1USS per person per
day. (This work gives an analysis based on
primary survey conducted for the PhD thesis,
which studies migration and livelihood in
Mongolia since transition, at the 1SS, The
Hague, The Netherlands, and it is not part
of the thesis. It is a revised version of paper
titled “MASS ENTITLEMENT FAILURES: SHIFT
FROM GENERALISED WAGE EMPLOYMENT TO
GENERALISED POVERTY IN MONGOLIA™, which
is presented at the workshop on micro data
analysis, Tokyo International University
Waseda Satellite, 28 November 2004.)

Introduction to primary survey “Migration
and Formal and Informal Employment in
Mongolia”, 2003 :

Primary survey (PS) was conducted in June
2003. The PS covers 700 houscholds (400
households in UB, 200 houscholds in aimag
center and 100 households in soum center),
and 2 145 persons aged 12 and above. Aimag
center (Arvaikheer soum of Uvurkhangai
province) and soum center (Bayangol soum
of Uvurkhangai provice) were purposely
selected to represent other 22 aimag centers
and more than 300 soum centers of Mongolia.
Within UB and aimag center, khoroos and
bags were also selected purposely to cover
different residents: apartment, and small

house and traditional ger. But within the
selected khoroo and soum, households were
randomly selected, but not skipping any
houschold in the given area, to avoid from
enumerator’'s bias. The PS is conducted in
settled places (UB, Aimag center and soum
center) where wage labourers exist but not
in remote rural areas where people mainly
engage in livestock breeding. In other words,
the PS represents settles places in Mongolia.
However, it refers to urban areas in the

paper.

The PS collected number of questions on
different topics: housing, household living
standard, employment history, current
job income, income sources other than
employment, informal sector and different
types of migration. This work gives analysis
of household livelihood and per capita
household income, only.

2. HousenoLp LIVELIHOOD: BUDGET STATUS,
ENTITLEMENT  FAILURES  AND  ADJUSTMENT
STRATEGIES

Household budget status: Majority of households
have no saving

The “*freezing level of wages™ creates ‘‘cash
shortage™ in the open market economy.
Under reform, all households faced with
debt in Latin American countries (Beneria

Figure 2.1 Household budget status by location

O Balanced | Saving m Debt mLent
100% 13 1.5 15
80%
60%
40% g
64.3 66. 64.0 57.0
20%
0%
Total uBs Aimag center Soum center

Source: PS "Migration & F. Inf. Employment®, 2003, Mongolia
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1992:91). In our survey, we asked question
on past month™s household budget status,
and it suggests that houscholds experience
“cash shortage™ in Mongolia. Figure 2.1
gives household budget status by location.

Only 6.0 percent of households manage to
have saving in Mongolia in 2003. More than
90 percent of households are vulnerable,
living under crisis situation. Majority (2/3)
of households consume all its income in the
same month. More strikingly, about 1/3 of
households live with debt or borrow from
somewhere to maintain their houscholds. It
is not easy to find someone to borrow money
under the “cash shortage”. People borrow
in Kind, the essential food and consumer
goods. Moreover, people or households
tend to live on constant borrowing cycle.
Also, the percentage of households which
lent to someone is very small. For e.g., in
soum center, we found no one who has lent
money.

We found that UB is a costly place, may be
due to transport and housing. Households in
aimag center (14.0 percent) are much more
likely to have saving compared with those in
UB (2.5 percent). People who live in small
cities are likely to benefit from proximity
to agriculture, livestock breeding. For e.g.,
households in aimag center and soum center
are much less likely to spend cash on meat
than those in UB.

In short, our survey found that houscholds in
Mongolia experience generalized vulnerability
and insecurity in the open market economy,
with 2/3 of the houscholds having balanced
budget, 1/3 facing debt, and only less than 6
percent having saving.

Household  entitlement  failures: 1/3  of
households face entitlement failures on daily
and monthly basis

In our survey, we found that households

face entitlement failures on daily and
Table 2.] Household entitlement failures by location, and houschold budget, and income status
Tolal Locaton L Household budgel status Household income
UB |Amag [Soum |Balanced |Saving | Debt | Leat | With With no
centen  [center neome | ncome
Tolal - N 700 400 200 100 450 42 199 9 048 52
% 1000| 1000 1000 1000 1000 1000 1000 1000 1000 1000
Never 173 178 195 10 200 643 10 222 179 96
Daily and monthly 34.0 403 280 21.0 304 24 &7 Ma 326 61.9
Everyday 124 155 85 80 11 186 10 X0
Every month 216 248 195 130 193 24 N2 M 216 212
Seasonally and yearly 36.6 203 386 62.0 M7 228 427 558 %9 nr
Seasonally X0 20 0 460 284 00 B7 NI X1 28
Every year 19 05 40 30 18 20 11 19 19
Academic year 7120V -4 0 24 45T Nt 49 19
Occasionally 121 128 140 6.0 149 95 66 11 1.7 6.8
Festival s7| ss 70 30 7Yl . 3D 57 50
When gel sick a7 i5 55 10 40 48 2% 1M 40
In case of accident 27| 35 8120 38 24 05 20
Source: PS "Migration & F.Inf Employment”. 2003, Mongolia
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monthly basis, seasonally, and yearly, and
occasionally. Houscholds which face daily
entitlement failures are those who fail to
meet daily needs such as expenditure on
food and transport. Houscholds which face
entitlement failures on monthly basis are
those who can meet daily needs but fail to
meet monthly expenditure such as housing
rent and electricity bill. Table 2.1 gives
. hausehold entitlement failures by location,
and household budget and income status.

More than 4/5 of households face entitlement
failures, and only 17.3 percent of households
never faced with entitlement failures. Around
1/3 of houscholds face entitlement failures
on daily (12.4 percent) and monthly (21.6
percent) basis. In other words, people who
live in these houscholds face vulnerability
and insecurity on daily and monthly basis.

Households which fail to meet daily and
monthly expenditures are also likely to fail
o meet more expensive seasonal or yearly
expenditures. More than 2/3 of households
fail to meet seasonal (30.0 percent) and
vearly? (1.9 percent) expenditures such as
preparation for winter (winter clothes and
boots, winter food, long distance travel,
coal and wood, etc.) and education related
expenditures (student s travel cost, living cost
and tuition fee; secondary school children’s
clothes and books; etc.).

Also households which fail to meet essentials
(daily, monthly, seasonally, yearly and
academic year expenditures) are likely
to have limited resources for socializing.
In our survey, 12.1 percent houscholds
face entitlement failures occasionally,
because of festival, illness and accident. In
Mongolia, according to the question on
yearly expenditure, **Tsagaan sar’, the new
year, appears to be one of the three most
expensive expenditures of the year for many
houscholds.

Houscholds in aimag center (19.5 percent)
are most likely to state that they never faced

with entitlement failures compared with
those in UB (17.8 percent) and soum center
(11.0 percent).

Households in soum center are least likely
to face entitlement failures on daily (8._0
percent) and monthly (13.0 percent) basis
but most likely to face seasonal (46.0
percent) and academic year (13.0 percent)
entitlement failures.

According to the frequency of entitlement
failures, households in UB live much more
vuinerable with 40 percent of households
live under crisis on daily (15.5 percent)
and monthly (24.8 percent) basis. UB, as
any prime city, is the most costly place in
Mongolia. But UB households are least likely
to face seasonal and yearly (29.3 percent)
entitlement failures.

On the other hand, households in aimag
center are better off compared with those in
soum center and UB.

Households with saving are virtually free
from daily and monthly entitlement failures
(2.4 percent). However, more than 1/3 (or
35.7 percent) of households with saving
are exposed to seasonal and vyearly, and
occasional entitlement failures. In other
words, having saving means having enough
merely for daily and monthly needs for
households in Mongolia.

Households with lending were not better
than households with saving. They are more
likely to face monthly entitlement failures
(11.1 percent). Compared with households
with saving and lending, households with
balanced income are much more vulnerable
and insecure. Only 1/5 of households with
balanced budget are free from entitlement
failures. About 1/3(30.4 percent) ofhouseholds
with balanced budget face daily and monthly
entitlement failures. In other words, having
balanced household budget means balancing
houschold income to meet merely daily and
monthly expenditures. Almost all households
with debt face entitlement failures, frequent

* Household yearly expenditure is also iny estigated in the PS.
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and less frequent. Moreover, they are most
likely to face daily and monthly entitlement
failures. About 1/5 of households with debt
face entitlement failures on daily basis.

With regard toentitlement failures, households
with income are similar with houscholds with
balanced budget. It suggests that households
with income adjust household expenditure
to balance within the income. About 2/3 of
houscholds with income could not meet daily
and monthly (32.6 percent), and seasonal and
yearly (36.9 percent) needs. Roughly 1/10 of
households with income has income which
is not enough even for daily expenses.

Household heads were engaged in agriculture,
construction and transport sectors (see Table
2.2).

In short, in our survey, majority of houscholds
face entitlement failures. Households in UB
are more likely to face daily and monthly
entitlement failures while houscholds in
soum center seasonal and yearly entitlement
failures. Household with saving and lending
are less likely to face entitlement failures
on daily and monthly basis but they face
entitlement failures seasonally, yearly and
occasionally. Majority of houscholds with
income tend to have balanced budget via

Table 2.2 Economic sector of employed head of households with no income

Toal UB  Aimag Soum

center center

Total household with no income
Head - not employed
Head - employed

Economic sector of employed head
Agriculture
Construction
Transport

52 26 12 14
48 25 10 13
4 1 2 1

2 . 1 1
1 1 . .
1 - 1

Source: PS "Migration & F.Inf. Employment”, 2003, Mongolia

More than % (51.9 percent) of households
with no income in the past month face daily
(30.8 percent) and monthly (21.2 percent)
entitlement failures. About 1/10 of (52)
households with no income stated that they
have never faced with household budget
crisis. Households had no income in the past
month mainly because of non employment
of household head (92.0 percent). In our
survey, there are 4 households which had
flexibk income rather than no income.

Table 2.3 First, second and third order consumption ad justment
_____ strategies ofhouscholds

adjusting daily and monthly, and seasonal
and yearly expenditures.

Household consumption adjustment strategies:
“Fat less™ or starvation strategy

Under reform, people employ different
consumption adjustment strategies (Moser et
al. 1993). In our survey, we asked question
on household consumption adjustment
strategies, and we found that houscholds do

Fustorder _Second order __Thwd order
700 700 700

N
T_o_m__ % 1000 1000 1000
DOMt“]wW 156 156 156
Quality adjustment 663 e 16
Cheap things 301 30 01
Cheap places 27 286 4
Quantity adjustment 51 266 210
Eal less 21 103 67
A s 27 160 o
03 03 04

Use long

—
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Free take in

Free clothes

Free household tems
Free food

No response

No response for 1s! order
No response for 2nd order
No response for third order

10 i 41

04 19 19

04 04 1.0
01 09 13
120 241 67.7
120 120 120
121 12.1

- 336

Source: PS “Migration & F Inf Employment”, 2003, Mongolia

employ multiple consumption adjustment
strategies. Table 2.3 gives first, second and
~~ #hird order consumption adjustment strategies
of households.

“Do not adjust consumption' category
includes, for example, those who stated
“choose reliable food™, *“‘cheap things™
category includes “*buy intestine, 2™ or 3"
grade flour, second hand clothes, and cheap
clothes™, and ‘‘cheap places™ category
includes “‘buy food and goods in open and
wholesale markets™. “Eat less™ category,
for example, includes those who stated that
"*do not take launch™, *‘eat once in a day”,
“sleep with no dinner’ and *‘reduce food
consumption™. **Eat less™ strategy can be
regarded as starvation strategy, as starvation
means reduction of food intake (Sen 1981).
“Use less’™ category, for example, includes
those who stated *‘use fire for cooking instead
of electricity”, and ‘‘use long" category
includes, for example, thrift (long) wearing
of shoes and clothes, *‘Free take in' comes
mainly from relatives, and to lesser extent,
from friends. “‘Free take in’ includes those
who stated that take free second hand clothes
and houschold items from relatives and
friends, and eat in relative™s and friend"'s
places.

Roughly 1/5 of households did report that
they *“do not adjust consumption™. Moreover,
12.0 percent of households did not respond
to the question on household consumption
adjustment strategies (no response category).
On the other hand, majority (72.4 percent) of
households adjust consumption. Out of which
60.3 percent employ two (first and second
order) and about 1/3 (26.7 percent) employ
three (first, second and third order) strategies.
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Households combine both quality and quantity
adjustment strategies. According to the second
order strategy, households are most likely to
make quality adjustments “*cheap place™ (28.6
percent). It follows with quantity adjustment
“use less™ (15.0 percent) and “‘eat less™ (10.3
percent).

About 1/3 (26.7 percent) of households which
employ three different strategies are likely to
employ “‘eat less™ strategy. In other words, in
our survey, about 1/3 of households employ
starvation as a household consumption
adjustment strategy in Mongolia.

Household consumption adjustment strategies
tend to vary, among others, by location. Table
2.4 gives houschold consumption adjustment
strategies by location, and household budget
and income status. Households in UB
(86.2 percent) are most likely to adjust their
consumption compared with those in aimag
center (81.5 percent) and soum center (83.0
percent). Households in UB are most likely
to take quality adjustment (69.3 percent) while
households in soum center are most likely
to take quantity adjustment (13.0 percent).
Majority of households in soum center
which take quantity adjustment reduce use of
clectricity (10.0 percent) but not food quantity.
Houscholds in aimag center are more likely
to take *“cheap things™ (43.5 percent) while
houscholds in UB are more likely to go to
““cheap places™ (30.5 percent) to adjust quality
of consumption.

Households with debt (82.4 percent) are
most likely to adopt consumption adjustment
strategies. We can also notice that “no
response’™ category (3.0 percent) is lowest for
houscholds with debt. However, more than %
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of households with savihg employ consumption
adjustment strategies.

per month is derived by adding up income
of individuals in the houschold in the past
month. [t includes current job income,

Tauaummmuwmmmmqmwn.wwwurummu

Locabon | Household budge! status Household ncome
Amag |Soum |Belanced Lend |[With  [Withno
conler den I ncome  ncome
Total - N 400 200 1 450 42 190 | 648 [¥]
- % 1000 1000 100 1000 1000 1000 1000 1000 1000
Do not adjust consumption 138 1856 17 27 .80, 1 150 231
Quality adjustment 69.3 84.5 58, 649 381 TAA u..r 67.0 s1.7
Cheap things M0 486, 2 36 214 508 444 394 %5
Cheap places 306 210 26 200 167 236 444 216 212
Quantity adjustment 4.0 3. 1% 38 74 8.0 . 49 1.7
Eatless 20 20 3 11 48 40 23 .
Use less 18 10 10 24 24 as 23 =y
Use long 03 05 . 02 : 05 03 .
Free take in 1.0 0.5 2, 1.3 0.5 0.9 1.9
Free clothes 08 . i 04 06 05 4
Free household tems 03 05 1 07 : 06 !
Free food L 3 1 02 . . ; . 19
No response 120 130 10 138 367 30 Ny 122 06

Source PS Migration & F 1nl. Employment’, 2003, Mongoha

Households with debt are most likely to buy
““‘cheap things™ (50.8 percent), and to take
quantity adjustment (8.0 percent) compared
with others. Housecholds with balanced
budget are least likely to take “‘eat less™ (1.1
percent) strategy while 1/20 of households
with saving, employ “‘eat less™ strategy.

In short, in our survey, majority (3/4) of
households employ consumption adjustment
strategies and about 1/3 employ “east
less’ strategy. Households with saving also
employ ‘‘eat less™ strategy. Houscholds in
UB are most likely to employ consumption
adjustment strategies than those in aimag
center and soum center.

3 PER CAPITA HOUSEHOLD INCOME: THE
GENERALISED POVERTY AND ITS DIFFERENTIALS

Per capita household income per month, and
logarithm of per capita household income: An
average income is 75 cent per person per day,
below poverty level of 1USS

Per capita houschold income per month is
calculated by dividing the total houschold
income per month by number of persons
in the household. Total houschold income

and secondary job income, as well as
non-employment income, like pensions,
allowances, remittances, etc. Table 3.1 gives
order and mean based statistics of per capita
household income and logarithm thereof,
and Figure 3.1 gives box plots of per capita
household income and logarithm thereof.
For the analysis, we will combine order
based statistics with mean based statistics.

Box plot of per capita houschold income
(left hand) gives income distribution of
households with income, and the distribution
is strongly positively skewed (coeflicient
of skewness a,=5.81). In other words, per
capita household income does not satisfy the
normality assumption, and therefore, it was
transferred into logarithm.

We found that the logarithm transformation,
according to the shape of box plot of
logarithm of per capita household income,
made reasonable achievement for satisfying
normality assumption.

After logarithm transformation, mean (3.27
or 26 thousand tugrigs) is closer to median
(3.21 or 25 thousand tugrigs) but not the same.
In the box plot (right hand), the position of

-
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median is not in the middle but closer to upper
quartile. Morcover, the coefficient of skew
ness (a,=0.35) is greater than O. Although,
strong positive skew ness was corrected
dramatically, logarithm transformation did
not bring perfect symmetry. In terms of test of
tails, logarithm per capita houschold income
distribution has thicker tails than the normal
distribution as standard deviation (SD=0.86)
is greater than pseudo SD (Sp=0.74). In

© *~short, although mean and median are close,

logarithm per capita houschold income is
different from normal distribution: 1) it is
slightly positively skewed and 2) tails are
thicker than normal. Therefore, mean as a
blue estimator deteriorates. Thus we would
use median for the level.

Table 3 1 Order and mean based statistics of

According to upper quartile, % of households
live with income below 1.23 USS$ pp pd
(41 thousand tugrigs pp pm). The middle
segment of households, according to the
middle 50 percent, has income between 0.45
to 1.23 USS pp pd (or 15 and 41 thousand
tugrigs pp pm).

The poorest segment of households, according
to low quartile, lives with income between 6
and 45 cent per pp pd (2 and 15 thousand

tugrics pp pm).

The highest possible per capita household

income per day is 5.6 USS (184.9 thousand

tugrigs /1110 tugrics =168 US$ per month,

and 168US$/30 days=5.6 USS), according

to an upper outlier or upper whisker value
a household income month

Order and mean Per capita household income Logarnthm of per capita household income, and
based statistics (thousand tugnics per month) income in the loganthm distnbution
Total households |Households with |Loganthm of per capita  |Exp (log), income in
ncome household income thousand tugrics
Sample size 700 648 648 648
Order statistics
Mn 000 200 069 20
Ql 1300 1526 272 152
Median 2337 2500 i 248
Qu 40 00 41 .50 372 413
Mx 612 50 612 50 642 614.0
QR 2700 2624 1.00 27
Lower outher - . 122 34
Upper outher 80 50 B0 86 522 184 9
Mean based statistics
Mean 3722 4021 327 263
SD 56 32 56 45 086 -
ov 3060 71 3186 41 073
Skewness (a,) 585 58 035
Kurtoss (a,) 50 54 4912 387
Sp 20 00 19 44 074

Source PS "Migration & F Inf. Employment®, 2003, Mongoha

In our survey, as an average, Mongolian
people live with 25 thousand tugrics per
person per month (pp pm) in 2003. In other
words, as an average, one person lives with
75 cent per person per day (pp pd) (25
thousand tugrics/1110 tugrics =22.5 USS per
month as | US$=1110 tugrics in 2003, and
22.5 USS$/30 days=0.75). It is lower than the
poverty level of 1USS per person per day (pp
pd).
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5.22, but excluding 6 upper far-outliers.

Per capita household income differs by
location (see Table 1 and Figure 1 in Annex).
According to median, people in UB (90 cent
pp pd or 30.0 thousand tugrics pp pm) live
better than those in aimag centers (71 cent
pp pd or 23.6 thousand tugrics pp pm) and
soum centers (45 cent pp pd or 15 thousand
tugrics pp pm).
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Figure 3.1 Box plots of per capita household income per month, and logarithm of thereof
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In our survey, 20 percent of houscholds were
female headed. It is in line with 2000 census
results (NSO and UNFPA 2001a:99). As an
average, according to median, male headed
households, live with slightly better income (75
cent pp pd or 25 thousand tugrics pp pm) than
female headed households (69 cent pp pd or
23 thousand tugrics pp pm). (See Table 2 and
Figure 2 in Annex.)

In our survey, the educational profile is similar
to that for urban areas in 2000 population
census. According to median, households
with heads with primary education (49 cent
pp pd or 16.3 thousand tugrics pp pm) live
with lowest income than others. Houscholds
headed by high educated persons live at the
edge of poverty level of 1USS pp pd (1.11 US$
per person per day (37.0 thousand tugrics pp
pm). and the remaining live under the poverty
level of 1US$ pp pd. (See Table 3 and Figure

3 in Annex.)

Two persons households have the highest
income which is 92 cent pp pd, lower than the
| US$ poverty line. Povertysituation deteriorates
with increase in household size. The poorest
household is found among households with 5-
6 persons which live with 6 cent pp pd. (See
Table 4 and Figure 4 in Annex.)

€
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In short, our survey presents that, in 2003,
as an average, people live in Mongolia with
75 cent pp pd, below poverty level of 1US$
pp pd. Moreover, in Mongolia, generalized
poverty prevail, as in any other developing
country, as % of houscholds live under 1.23
USS pp pd.

Per capita household income by household
budget status: The highest average income is
for households with saving which is 1.2 USS

per person per day

Household budget status is one of variables
which were designed to investigate houschold
livelihood in our survey, According to our
survey, houscholds are less likely to have
saving (6 percent) and lending (1.3 percent)
but they are more likely to have balanced
budget or to be under debt in Mongolia (see
Figure 2.1). Table 3.2 gives order and mean
based statistics, and Figure 3.2 gives box plots
of logarithm of per capita houschold income
by household budget status. Houscholds with
debt (8.0 percent) are most while houscholds
with saving (2.4 percent) are least likely to
have no income in the past month.

As one would expect, houscholds with saving
(1.2 USS pp pd or 38.9 thousand tugrics pp
pm) and lending (1.9 USS pp pd or 634

A
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Table 32 Order and mean based statislics of loganthm of per capita household income

by household budget status

Balanced Saving Debt Lend
log EXP log EXP log EXP |iog EXP
Jincome |(log) income |(log) income |(log) income |(log)
Total households 450 42 199 9
Sample size (hhds with
ncome) 416 41 183 8
Order statistics
Mn 077 22 176 58 092 25| 069 20
Q™ 281 166 315 23 j 246 17 339 207
Median K3 27.4 366 38 299 19.9| 415 634
Qu 381 452 432 752 340 300 498 1455
Mx 642 6140 542 22591 551 2472 529 1983
IQR 100 27 117 32 094 2.6| 1.59 49
Lower outher 131 37 140 40 105 29 1.01 27
Upper outlier 531 2024 608 434 481 1227 737 15797
Mean based statistics
Mean 335 285 an 400 2096 193 380 489
sD 085 . 089 $ 074 148
cv 072 . 078 g 055 218
Skewness (a3) 044 . 012 . 012 okoiind 3T -
Kurtosis (a4) 400 . 254 o 361 . 379 -
Sp 074 . 087 . 0.70 . 118

Source PS "Migration & F Inf Employment®, 2003, Mongolia

thousand tugrics pp pm) have the highest per
capita income while households with debt
(60 cent pp pd or 19.9 thousand tugrics pp
pm) and households with balanced budget
(82 cent pp pd or 27.4 thousand tugrics
pp pm) have low income, below the 1USS
poverty line.

In line with the level of per capita income,
the middle 50 percent of households with
saving (IQR=1.17) and lending (IQR=1.59)
has greater variation than houscholds with
balanced budget (IQR=1.00) and debt
(IQR=0.94). The greater variation of income
for households with saving is likely to be due
to variation of income in informal sectors as
we found that majority of those who have
saving were actually retail traders.

Moreover, households with debt are poorest
not only in terms of level and smaller variation
around the low level but also in terms of
greater variation in the low 25 percent of
(or slight negative skewness in) the middle

T ——
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50 percent. Moreover, households with debt
have much less variation outside the middle
50 percent as it can be seen from higher
mean based statistics. On the other hand,
households with balanced budget, in general,
have better income not only in terms of level
but also in terms of greater variation in the
top 25 percent of (or slight positive skewness
in) the middle 50 percent.

Households with saving was *‘better off™* not
only in terms of level but also in terms of
greater variation in the top 25 percent of the
middle 50 percent. In the case of households
with lending, a negative outlier effected to
have lower mean. Otherwise, households
with lending have much more variation in
the middle 50 percent but less variation
outside it as it has much shorter upper and
lower whispers.

In short, households with saving and lending
have the highest income, with income around
IUSS or 2 USS pp pd. But they are not the
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majority. Moreover, households with saving
were mainly households which engage in
retail trade. On the other hand, the majority,
households with balanced budget and debt,
live below the poverty level of 1USS pp pd.

Per capita household income by household
entitlement failures: The level of household
entitlement failure is 1.2USS per person per
day

In the previous sections, we found that
majority of households live below the
poverty line of 1USS pp pd. Under this
generalized poverty, majority of households
face entitlement failures, 1/3 on daily and

In general, per capita household income
increases with decrease in frequency in
household entitlement failures. As one would
expect, households which never experienced
household entitlement failures have the
highest per capita income (1.25 USS pp pd or
41.7 thousand tugrics pp pm). In other words,
level of (non-) entitlement failure is 1.25 US$
pp pd. The shape of box plot of households
which never experienced entitlement failures
also suggest the higher income, with higher
variation in the top 25 percent of the middle
50 percent, and longer upper whisker. On
the other hand, houscholds which face daily
entitlement failures have the lowest income
(51 cent pp pd or 17.1 thousand pp pm). In

Figure 3.2 Box plots of logarithm of per capita household income by household budget status
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Source: PS “Migration & F. Inf. Employment”, 2003, Mongolia

monthly basis, and 2/3 seasonally and yearly
(see Table 2.3). Table 3.3 gives order and
mean based statistics, and Figure 3.3 gives
box plots of logarithm of per capita household
income by household entitlement failures.
About 1/5 (or 18.4 percent) of households
which face daily entitlement failures and (4.1
percent) of houscholds which never faced
entitlement failures have no income in the
past month.

other words, level of daily entitlement failure
is 51 cent pp pd.

Households which face entitlement failures
on monthly basis (67 cent pp pd or 22.4
thousand tugrics pp pm, IQR=0.92) live with
lower income than those on seasonal basis
(71 cent pp pd or 23.6 thousand tugrics pp
pm, IQR=0.96). But the difference between
levels of entitlement failures on monthly and

‘\“ l_ .
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scasonal basis is small. Moreover, negative and
positive skewness of the middle 50 percent of
households which face monthly and seasonal
entitlement failures, respectively, present the
Households which face entitlement failures
on vearly basis have higher income than those

survey. It implies that the poverty level of 1US$
pp pd is below the level of entitlement failure
in Mongolia. The ievel of daily entitlement
failure is 51 cent pp pd, and in our survey
12.4 percent of households live under daily
entitlement failures.

Tatie 3 ) Order and mesn based Sabadics of loganthm of per capta housendd ncorre by househdld enterrent faiures
Never Everyosy Every month Seaon Every year | Academnc yewr Festval Sioness Acodent
| ] 3 4 = 5! 8 T ] B

icg P |og P g EXP  iog P |iog P |iog log PP |iog ExXP  log EXP

income [(log) |incorme incae |log) [income [(og) |income |(iog) rtml(elxj incorme |(log) incﬂl;:) income |M
Total hausendds 121 [l ] 70 13 ) a0 » 18
Sarpie e (hhds wih
ncare) 118 n 140 195 12 n k1 2% ]
OQrder stabatics l
Mn 180 &7 Oon 221 o0ee 20 08 28 68 23 1W0| 180 87 220 80
] in = 22 821 288 13 a7 163 133} 300 20 30T S 287 178
Medan an &1 124 M an n4 a1 23 M5 a7 M 333 78| 340 300
Qu 48 m:‘ ax m 15 304 a7 400 331 381 488] 377 434 I 409
Mx 842 Bv40] 825 500 525 W08 5§ 213 798| 501 4@8| 530 2003 461 1005
IOR 139 40] '08 28| o082 25§ 10 18 25| oM 25| om 200 "0« 28
Lowar outher 114 N 080 'Ii| n 34 13 a8 4 184 51 202 15 13 A
Upper outher 670 BOB4| 482 1370] 488 1330 §1 1840 1207] 520 1954] 482 1240] 547 2315
Mes based stibstics
Mean 192 604 280 84| 3IO' 203 32 M8 28| 348 N8| 337 MW 3N MW7
S0 08s g oes ome . or . . ose . on - 068 .
cv o omn - 058 0s 043 0s2 « 048
Skewness (al) [ 0se 4 43 04 023 028 -005
Kurtons (#4) 188 4 51 s 8 258 158 18
Sp 109 4 080 -1 088 or 087 052 on
Saurce PS "Migraion & F Inf Emmployrment®, 2003, Mongola

who fail to meet daily, monthly and seasonal
expenditures. However, these households have
much more variation in the middle 50 percent.
Moreover, negative skewness of the middle 50
percent, as mean is lower than median (coefficient
of skewness (a,=-0.11)), implies that although
level was higher for houscholds which face
entitlement failures on yearly basis, in general,
they are not “*better off™ as it has more vanation
in the low 235 percent of the middle 50 percent or
due to lower low quartile.

Houscholds which face entitlement
failures due to academic year (74 cent
pp pd or 24.5 thousand tugrics pp
pm) and sickness (84 cent per person
per day or 279 thousand tugrics
pp pm) have lower income than
those which face other less frequent
entitlement failures (festival (97 cent
pp pd or 32.1 thousand tugrics pp
pm) and accident (90 cent pp pd or
30.0 thousand tugrics pp pm)).

In short, the level of (non-)
entitlement failure of houschold in
Mongolia is 1.2USS pp pd in our
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Per capita household income by household
consumption adjustment strategies: The poverty
level of 1USS pp pd is the starvation level in
Mongolia

Figure 3.3 Box plot of logarithm of per capita
household income by household entitlement
failures
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Source: PS “Migration & F. Inf. Employment ", 2003, Mongolia
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In our survey, in order to understand
household livelihood, we studied household
consumption adjustment strategies, and we
found that households do adopt multiple
strategies, and among others, starvation
strategy — “‘East less" (see Table 2.4). Table
3.4 gives order and mean based statistics,
and Figure 3.4 gives box plots of logarithm
of per capita household income by the first
order consumption adjustment strategies.
The level of (no-) consumption adjustment
is 97 cent pp pd (or 32.1 thousand tugrics pp
pm), almost the same with the poverty level
of 1USS pp pd.

Table 3 4 Order and mean based statistics of logarthm of per capta household incame by househald consumption adustiment strategies

go for “‘cheap things"”, households which
shop in “‘cheap places’ have less variation
outside the 50 percent (shorter upper and
lower whispers of households). In other
words, ‘‘cheap things' strategy is more likely
to be associated with poverty than *‘cheap
places™ strategy. Also in terms of level of
per capita income, ‘‘cheap things’ strategy
is almost the same with quantity adjustment
strategy.

Cona adust | Cheapthings | Cheap place Edt less Use less Uselong | Freecithes |Free hhd tmes| No response
| b1 2 N n X a1 42 98
log |E)cP | E liog lexr g [EXP Im EF g [P Ibc |9(P liog IEXP g [0
income income income |(log) lincome |(log) lincome f(iog) [income incorme incame |( income
Total househalds 108 274 180 15 18 ] 3 3 84
Sample size (hhds with
income) -1 255 m 15 15 2 3 3 ™
Crder statistic
Mn 113 iﬂl 0 22 134 iil 217 88| 180 54 326 268 340 300 181 60 oea 20
a 208 199] 247 ne| 207 78] 252 124 242 n2| 2325 268 340 300f 1861 S0 300 18
Median 347 M1 304 200] 330 71| 300 201 200 98] 355 348| 382 373 23 wo| 388 388
Qu 408 9587 3s0 31 e A a5 N4 3% N4 jes ars 3e 452 356 M@ 45 975
Mx §51 M12 §30 2003] 625 5180 447 874 aes 410 ige 41§ i 452 355 M8 842 8140
IR 110 0 103 28] 087 24 0es 27 oge 280 - - - . - . 150 45
Lower outlier 134 38| 083 25 15 48| 104 28| 088 27 08 23
Upper outher 514 3 505 1552 505 1552 S00 W77 482 14D 683 9262
Mean based statistics .
Mean 352 338] 280 w97 3m 202 2308 7200 280 182 9355 M8 I, IO 748 1101 388 ars
S0 oer - an - on - 0B4 - 0se . . o . - 108 .
o 07 058 053 D41 035 m B
Skewness (a3) 020 -008 o 052 an on
Kurtos's (#4) 250 335 an 250 254 33
08! 0.78 084 073 ["RAl i1

S5p 4 _on d
Source: PS "Migration & F Inf. Employment”, 2003, Mangolia

Quality adjustment, especially, to go for
“cheap things™, is the most common
adjustment strategy to avoid from entitlement
failures. Households which go for ‘‘cheap
things™ (63 cent pp pd or 20.9 thousand
tugrics pp pm) live with lower income
than those which shop in *‘cheap places™
(81 cent pp pd or 27.1 thousand tugrics pp
pm). Moreover, even if level of per capita
income is higher for households which adopt
strategies of shopping in ‘“‘cheap places™
(IQR=0.87), variation in the middle 50
percent is lower than that of buying *‘cheap
things™ (IQR=1.03). It is not only in terms
of level but also due to lower low quartile or
negative skewness in the middle 50 percent,
households which go for **cheap things™ live
“*worse off"* than households shop in *‘cheap
places™. Compared with houscholds which

Out of quantity adjustment, “‘cat less™* and
“use less™ strategies are more likely to be
associated with poverty than ‘“‘use long™
strategy. In terms of level and variation of
the middle 50 percent of per capita income,
houscholds which adopt ‘‘eat less™ (60
cent pp pd or 20.1 thousand tugrics pp pm,
IQR=0.99) and *‘use less™ (60 cent pp pd
or 19.9 thousand tugrics pp pm, IQR=0.96)
strategies were almost the same. However,
according to greater variation of the top 25
percent of the middle 50 percent (or high
upper quartile) and longer upper whisper
for “cat less™* strategy, ‘‘cat less™ strategy
is less likely to be associated with poverty
than “‘use less™ strategy. It is in line with
my observation that Mongolians tend to
border more about clothes and outwit than
the stomach. According to the level of *“‘cat

113
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Figure 3.4 Box plots of logarithm of per capita 4. CoNCLUSION
household income by household consumption

adjustment strategies
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less™ strategy, the level of starvation is 60
cent pp pd.

“Free clothes™ strategy is less likely to be
associated with *“‘free household items™
strategy. In our survey, there was one
household which stated that they take *‘free
food™ at relative”s place and it has no
income in the past month.

Households which did not report on
household adjustment strategies have better
income than those which stated **do not
adjust™ not only in terms of level but also
in terms of greater upper quartile and much
longer upper whisper.

In short, according to the first
order consumption strategies,
households' consumption adjustment level is
97 cent pp pd, which is about 1USS pp pd,
and starvation level is 60 cent pp pd. However,
given the fact that houscholds employ
multiple (quality and quantity) adjustments,
consumption adjustment level, that is 1USS
pp pd, is likely to be the starvation line but
not poverty line in Mongolia.
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We studied household livelihood strategies
and per capita household income, and
among others we found the following:

Poverty line of 1US$ pp pd is a
starvation line in Mongolia.

+ Level of household entitlement failure
is 1.2USS pp pd in Mongolia.

+ In 2003, households in Mongolia, as
an average, live with 75 cent pp pd.

The generalized poverty exists in
Mongolia, and under the level of 1US$
pp pd.

* In Mongolia, % households (in UB,
aimag center and soum center) live under
1.2USS pp pd.
a. The highest average income is found
for households in UB (90 cent pp pd),
for households with high educated
heads (1.1US$ pp pd), for two persons
households (92 cent pp pd), and for
households with saving (1.2USS pp pd),
and the remaining has income below
these levels.

b. The generalized poverty gives generalized
starvation in Mongolia, as 1US$ pp pd
is a starvation line in Mongolia.

The generalized poverty (or generalized
starvation) is likely to be the case in 2007.
According to the government order 01/41
issued on 27 March 2007, the lowest level
of per capita income per day varies from
1.5USS to 1.7USS pp pd (West region 54700
tugrics per month, Khangain 54600 tugrics
per month, Central 56700 tugrics per month,
East 51800 tugrics per month and UB 60100
tugrics per month). It is likely to be line
of entitlement failure in 2007 rather than
poverty line.

The major outcome of household entitlement
failures is growth of *‘street houschold™,
“street person™ and “‘street children™.
Therefore, in order not to generate and
increase street houscholds, street persons
and street children, the housechold income
has to be above the entitlement failure level,
which is 1.2USS pp pd, and in order to have
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an income able bodied persons have to have
job.

During 2003-2007, government of Mongolia
started to spend on social welfare, for all
demographic events except divorce, and
though slightly, increased pensions and
wages. It helps for some people not to adopt
starvation strategy and not to face entitlement
failures on daily basis. However, these are
less likely to eliminate poverty.

It is because the generalized poverty is
not only the case in Mongolia. It exists
in developing countries which get aid
and assistance from IMF and WB, as the
condition for aid and assistance is to be in
the open market economy (or under IMF
policy packages). When | studied economics
in Moscow, | studied political and economic
systems, slavery, feudal, socialist, capitalist,
imperialist and communist, but | did not
know the political and economic system
called “*open market economy’™ in human
history. Therefore, 1 was curious about
this system, and in order to understand it,
I studied carefully, and found out that it is
a system made by IMF policy packages. In
other words, among others, the IMF policy
packages set the poverty level of 1USS
or 2USS pp pd in developing countries.
Therefore, the only solution to eliminate
the generalized poverty (or the generalized
starvation) in Mongolia is to refuse from the
IMF *‘conditionality’, and among others,
from the measure of *‘freezing level of
government wages™, and to move out of the
open market economy.

The open market economy is different from

the model which Adam Smith advocated.

There are four different models (Kaviraj

2003:135-136):

* The laissez-faire — non — intervention
= model of a *‘liberal capitalist model™.
This model is advocated by Adam Smith,
and this model mainly disapproves the
state intervention in economic life as it is
inefficient and bureaucratic.

* The communist model — full scale state

control model. It existed in former socialist
countries.

Mixed economy — admits elements of
free functioning of economic life but
under government control. It is prevailed
in Western countries.

+ The model where state simply does not
have the capacities to regulate economic
life in any comprehensive sense (because
of IMF policy packages). This model is
prevailed in majority of states in non-
Western world, countries which were
under colonial rule and some transition
countries.

Both in the first and the forth models, the
state leaves much of economic activity alone,
but these models should not be confused. In
the first model, the state has the capacity
to interfere if it wants, and it does, and in
the forth model, the state simply lacks the
capacity for widespread intervention (simply
because of IMF policy packages). In the
forth model or in the open market economy,
the generalized poverty does exist.

The *“‘freezing level of wages’™ which creates
poverty level of 1US$ or 2USS is harsh for
Mongolia. Mongolians have to have four
different clothes for four different seasons
and warm shelter just to survive. It is
different from tropical countries in Africa,
Latin America and Asia where poor people
can survive on T-shirts, banana and sleep in
open air.

In general, it is essential for the government
of Mongolia to study the open market
economy - model, macro economic
indicators (or tools) which are given by the
**‘conditionality™. It is because these design
the open market economy which encourages
agriculture, mining and quarrying, and
tourism but not manufacturing. Development
is associated with growth of manufacturing
and industrialization only. In other words,
the open market economy is the economic
model which is not associated with
development (see for e.g., Harris and Todaro
1970). Under this model, job creation
is limited. Therefore, if government of
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Mongolia wants to create jobs, it is essential
to refuse from the IMF “‘conditionality™
and the open market economy - model.
Otherwise an announcement of the year
2007 as a year of job creation will remain
in the paper only. Work place will not be
generated in the open market economy
because of the macro economics measures
given in the “*conditionality™. New jobs will
be generated in the system which encourages
manufacturing and industrialization only.
There is another model -“export-led
economy’. It is the capitalist model which
encourages export, and it is an improved
version of capitalist system. It is most desirable
for the government of Mongolia to adopt this
model in order to avoid from generalized
poverty and generalized starvation, to create
jobs and to experience development. | heard
from TV news that World Bank delegates
criticized the “‘Mongolian development
strategy™*, which is developed recently under
the guidance of the president of Mongolia,
that it is likely to be a dream. They are right
because they know that in the open market
economy which is dictated by IMF policy
packages non country will reach high level
of development, and it is a dream because
Mongolia will not reach high level of
development while it gets aid and assistance
from IMF with *‘the conditionality™ to be in
the open market economy.

More dangerously, the open market economy
(which is designed via IMF policy packages)
threatens the sovereignty of Mongolia. Mongolia
became economically dependent on China:
Mongolia produces and provides primary goods
(from agriculture and mining and quarrying) to
China and buys manufactured goods, and other
essentials, from China. In other words, IMF
policy packages prepares Mongolia as a colony
for China. It is unfair that IMF policy packages
support China, the strong economic giant, to
grow stronger and stronger, and with the cost
of underdevelopment and de-industrialization
of Mongolia. In other words, China gets the
most benefit from the IMF policy packages in
Mongolia, and in other developing countries
as well.
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Therefore, it is most desirable for the
Government of Mongolia to make
negotiations with IMF and WB to create
the case of Mongolia differently from
other developing countries because of
its unique characteristics, among others,
small population, weather, geography and
geopolitical location, and support Mongolia
to have export-led industrialization (in
other words, to make Mongolia outside
oriented instead of making it open), as it
was the case in South Korea. It would be
a significant event in history of Mongolia
similar with independence in 1921. It is also
possible that the president of Mongolia to

ask, with “*hadag and milk™, from Bush to

support Mongolia to have the system which
is associated with industrialization, growth
and development but not to dictate *‘the
open market economy’™ because it threatens
the sovereignty of Mongolia. It would be
a significant event in Mongolian history as
Sukhbaatar went to Moscow to get help
from Lenin, to approve the Mongolian
independence.
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