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A—2 PRE—%E
Government .
Name of Position Name of organization Tel No.
. Person .
N.Altankhuyag | Minister Ministry of agriculture 322712
B.Zarikkan State Secretary . Chairman 323442
N.Bataa Chairman 323442
I.Hanimhan Deputy chairman 323028
S.Enkhbayar Director general 327449
D.Surendagva Head; News and Inf. div. 310709
D_r._B. _ Chief;Industry and trade 323442
Chimedtseren : .
B.O.Bayasgalan | Chief; monitor,valuation _ . 323442
Dr.L.Dugerjav Vice chairman of Strtagic | Mongolia Agriculture' And .
' planning and overall Industry 324071
Z.Enkhbold Chairman Government of Mongolia -
: . 312460
State Property Committee :
G.Sukhchuluun | Senior officer Ministry Agriculture &
_ industry :
C.Saransetse Officer,Inf & monit dept The board of foreign inv. 320224
K.Hara Management consultant | Mongolia ministry of 320631
_ (JICA Ezpt) Finance :
S.Mungunbat Head ; Asia, Pacific, . 1321438
M/E ' o S
G.Oyungerel Director ; Recorst,policy Government of Mongols 327654
D.Boldbaatér Director;Foreign Trade Ministry of External 326683
and Economic - Relations :
Cooperation Department . _
D.Delgertsogt Head of strategic fngmt Embassy of Federal 312708
T.Pilz First secretary ' ' 323325
Other Organizations . . .
Name of person Position Name of organization Tel No.
D.Jantsan Vice president Mongolian employer’s 326445
_ Association c
S.Tugschimeg Executive director National productivity and 329799
development center :
Central union of Mongolian | 320676

Dr.P.Shurchluu

Chairman & C.E.QO.

industrial cooperatives
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Name of person Poisson Name of organization Tel No.
E.Tsoomoo President - Union of Mongolian
production and service
cooperative
D.Enkhtuya Executive Director
R.Dagbadorj Vice President Union of Mongolian 320675
Production And Service
_ Cooperatives
G.Myanganbayar | Chairman Central Union of Mongolian | 321718
' Consumer’s Co-op
S.Baigalmaa Manager of International Central Union of Mongolian | 333581
Department Consumer’s Co-op
R.Endrene President Mongolian Association of 310961
B Private Herder Cooperatives 327585
D.Batmonkh Executive Secretary National Association  of | 450536
: Mongolian Agricultural Co-
Operators
Y.Dashbal Executive Director Chingiscredit 310961
Saving and Credit
Cooperative
B.Pouezat Deputy resident rep United Nations Development | 327585
' Program .
A.yamanaka ICT Officer Development Program 327585
E.Oyuntegsh General Secretary Mongolian chamber of com | 327176
. ' merce & Industry
K.Bolor : 324394
R.Schare Senior Adviser Tacis SMEON 311706
B.Sugvanam NIDO - Country Director- { United Nations Industrial 653244
china Development Organization 25
H.Tsendmaa Executive Director Mongolian Wool and 342950
Cashmere Federation
Bank -

1 Name of persons _ Position Name: of organization Tel.No.
C.Nanzad President Iti Bank of Mongolia 381125
D:Narhun President, General manager | Trade&Development Bank of [ 3256835

' ' Mongolia
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List of enterprises visited

Sector Name of persons | Position Name of organization Tel No

B.Jadamba General Director Ulaanbaatar Khivs Co.,Ltd. 342559
1 Cashmere,

Wooland | E.Oyun Director Mana Co,,Ltd, 323642

Knit
B.Khatanmagsar | General Director Mon Khaa Co.,Ltd. 452015
S.Munkhjargal General Director Eermel JSC 342814
N.Tumenjargal Director General Mongol Nekhmel (Montex) 342795
‘Mis.Enkhbayar General Director Munkhiin Gal Co.,Ltd 368623
5.Minep General Director Aibol Co.Ltd. 0435284
B.Erdenegarid Executive Director Fortuna Cashmere Co.,Ltd. 0433902
R.Bat-Erdene General Director Meonnoos Co.,Ltd. 99112227
G.Dulma General Director “Tuul Cashmere Co.,Ltd. 342180
D.Ganzorig General Director Noosimpex Co.,Ltd. 343057
D Batsaikhan Executive Director Armono Corporation 342797

Leather : ' _

produsts R.Lkhagvadorj General Director L.Ts.B Co, Ltd. 343019
J.Nasanbaatar President Mongol Shevro Co.,Ltd. 342291
P Bayartsog Director Elegant-Fur Co.,Lt.d. 459809
S.Chuluunbaatar General Director BH Co.,Ltd. 457145
N.Mashbayar Director -Sutai-Invest Co.,Ltd 342273
G.Dorjsuren Director Suman Co.,Ltd. 332222
G.Odmaa General Director Talst Fur Co.,Ltd. 342979
B.Enkhbat Vice Director Sergen Mandalt Corporation _ 329570
R.Ganbold General Director Nekhi JSC 3723149
A_Dorjpalam Head of Director Office Makhimpex JSC 332461

Processed _ : : 1

Goods Ts.Bayarsaikhan | General Director Eviin Huch Co.,Ltd. 457682
B.Delgersaikhan | General Director Dornyn Govi Co.,Ltd. _3_100_87
D.Jargalsatkhan Chief Engineer ' Dafkhan Guril Tejeel JSC 3727201
H.Bolorchuluun General Director Domod Guril Company 1300
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D.Duger General Director Mazaalai Co.,Ltd. 3727125
Sh.Haltai General Director Uurag Corporation 331180
B.Munkhtur General Director Atar-Urguu Co.,Ltd. 342130

R.Zorigt President Z Trading Co.,Ltd 99112552
D.Purevdorj General Director Bubug JSC 379913
M.Altantsetseg Director Monenzyme 332431
E.Urahchimeg General Director Mon-Krem Co.,Ltd 325295
A.Zumaa Executive Director Suljee JSC 331364

Machine

products A.Ariunbold Executive Director Khuukhdiin Khuvtsas 322742
N.Dash-Ulzii President Ulziit Center Co. Litd. 363252
Ch.Chimid General Director Tastex Co.,Ltd. 327675
B.Dungaamaa General Director Ganga Goyol Co.,Ltd. 360212
Z.Tcend Gene_ral Director Ord Co.,Ltd. 361457
Ch.Bud General Director Ochir Co.,Ltci. 332520
L.Ganbat General Director Khangai Co.,Ltd. 366830
S.Tsolmon Dil;ector 'favilga ISC 341230
Ch.Batbayar General Director Monmar Co.,Ltd. 342692
B.Nasanbat General Director Ninjkhorel Co.,Ltd. 366958
D.Aldar General Director Zos-Shir Co.,Ltd. 341550
G.Radnaabazar General Director Titan International Co.,Ltd 365027
General Director Mongol Els Co.,Ltd. 331347

T Togtookhuu
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1) PR RE | B/S balancé sheet E)aulaﬁc;bl H TODQ,OO X Taunan) .
2) Wik | . assets aruub | 1epenre)
80 Himh current assets *‘jp_.(‘,(’C\.J\ iS’PSH(.‘B .
4) e account receivable abuara
5) {EE : inventory V7,20 L34 xOporie .
6) QSRR product inventory \Mﬂ,ér Bad 65?0’\&'_ .
7) BUBHEHL raw material inventory TVVXI\A\:A AOWAN UALITHI
.8) FHURE HEh deferred account xé&,'arq N3 Tenex i |
9) [HAzRRE fixed asset v YOLNOK YOPOH (O
10) MAngA | depreciation N3N XOPD\’JLOH :
1 1) MRAmEIE acct:;mulated depreciation x\;\p:u\x\-r Aoy pean pepeni®
1 _2) BHSE total assets E.penﬁv\\?\ %OO\A,OO
2 1) ffit .liabilities ep
2 2) {4 borrowings 3231
2 3) Hite accéunt payable ©YNBT
24) ﬂi?i\ﬁ*ﬁi‘ accrued expense  1@1eY 13,99"‘“"\ TONEOP ‘.
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25) HAE ' shareholders’ equity © xdpbh WWANWNACDH YBPORTE

2 6) FIEESA retained earnings X360 WM AVGIBIY 1,2,
rabuwapnornad gepentd | awar)
2 7) FAREARG | total liabilities and shareholders’ equity
3 1) 2G| P,/ L profit arlld loss account,  income statement,
aunt angacnoeirt 100,00
32) kS sales — HOPAIYNanT
38) FELEUN cost of sales Bopnad RaRTHR RTer
34) Jibis‘r'r:i%% - sales expense | EOPNYY G TR 3apRan,
35) ”'ﬁ‘ﬂ.ﬂ?ﬁi‘ - administration expense Zalwpraan s, 3apianiet Menie
3 6) FEAFLE int,erést expense GHRNEHRBL AWV
.3 7Y H B‘l’@ﬂi‘i o operatihg profit
3 8) I‘.lji’n&‘: | © profit | 0\;““‘ v
39) faiklde - profit before tax Tathapoin Mgt awar
4 0) filidk net profit wabop aunr
51) B’iﬂlﬂi%"i’ﬁ cost accounting BPTervuUn T00W,00
5 z) AL variable cost WBbocal ToOuwoo
53) Wy | fixed cost Tér1M011 VR



6 1) 4iuH#IRE cash bOok LOLCHbl {00W00NbL nahlap |

6 2) HabHy cash recovery HINAMBNT OB VAN DD XA

6 3) BLENEA cashpurchase &3N3, Mehfeep Y4Ionlan abat .
6 4) B cash disbursement Ba/IPH MABU[E ORro% .

6 5) BURHRE source document VHILCDN DUPUT

6 6) HeEk finaricing method (;any;w\\m nv

6 6) ¥aHhH funds statement cdﬂi\rurw’m v\'an,‘aaﬁ’an _

6 7) ﬁﬁiﬁmi‘é statement of source and application of.funds

OPHOFO 3apJ\a(b\n--5vpffailv.§An A,-a?ﬂap :
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MOAI

Tasis ,
Board of Foreign Investment **
Dornyn Govi Co,,Ltd.
Productivity Center

Ministry of Enlightment
Chamber of Commerce

MBDA

MOA]

ARMONO Carp.
Ministry of Finance

1. N. Altankhuyag
2. B. Zarikkan
. N. Bataa

4. Sh. Enkhbayar

3

4

5, B. Chimedtseren
6. D. Surendagva
7. B. Bayasgalan

8. Kh. Sarantsetseg
9. J. Boldkhuyag
10. J. Badamkhand
11. G. Sukhchuluun
12. T. Otgonjargal
13. B. Zolzaya

14. Khurmenbaatar
15. Mungunbat
16. Sukhbaatar
17. Altankhuyag
18. Buudaikhuu
19. Dolgormaa

20. Khangal

- 21, Balgansuren

22. Oyuntsetseg
23. Uranaa
24. Jargalsaikhan

Ministry of External Relations 25, Davaajargal

Ministry of Infrastructure Development
World Bank

MOTRA

Mana Co.,Ltd.

MonKhaa Co.,l_td.

Munkhiin Gal Co.,Ltd.

Monnoos JSC

UB Khivs JSC -
Fortuna Cashmere Co. Ltd.
ARMONO Corp.

Talst Fur Co.,Ltd. _
Sergen Mandalt Co.,Ltd. B

}. Ts B Ca,,ltd.

26. Oyun
7. _
28. Oyunchimeg

29. E. Oyun

30. Nansalmaa

31. R. Naranbaatar
32. B. Khatanmagsar
33. Ts. Dolgorsuren
34. R. Bat-Erdene
35. D. Givaapil . .
36. A. Oyunchimeg
37. B. Jadambaa
38. Sukhbaatar

39. Ts. Baljinnyam
40. D. Batsaikhan
41. G. Surmaa

42. 0. Ragchaa

43. B. Enkhbat

44. R. Lhagvadorj
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Mongo! Shevro JSC

Sutai Invest Co,,Ltd.
Suman Co.Ltd.

Makh Impex JSC

Eviin Khuch Co.,Lfd.

Atar Urguu JSC
Uurag Santai Co.,Ltd.
Zet Trade Co. Ltd.

Monenzyme

Khuukhdiin Khuvtsas JSC
Ochir Co.,Ltd.

Monmar Co.,Ltd.

Suljee JSC

Ord Co.,Ltd.

Titan International Co.,Ltd.

Ninj Khorol Co.Ltd.

Ulziit Tuv
Eermel JSC

Co.,Ltd.

Bukhug JSC

Dornod Guril Co.,Ltd

45.
46.
47.
48.
49,
50.
51.
52.
~ 53.
54.
55.
- 56.
57,
58.
- 59.
60.
61.
62.
63.
64.
65.
66.
o7.
68.
69.
- 70
- 7.
- 72.
73.
74,
75.
76.
77.
78.
79.
80.
81.
82.
83.
84.
85.
-86.
87.
88.
89.
90.
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J. Nasanbaatar
Y. Densmaa

S. Erdenechimeg
G. Mashbayar
G. Dorjsuren

N. Gandanbaatar
A. Amarjargal
Budragchaa
Enkhtuya
Khurelbaatar
Bayarsaikhan
Sarantsetseg
Purevkhuu
Shatar

B. Munkhtur

B. Munkhdalai
Sh. Khaltai

0. Tulets

R. Zorigt

G. Batdorj

M. Altantsetseg
J. Alimaa

A. Amarsanaa

A. Ariunbayar
Zestbaljir.

Ch. Bud
Byarzaya

Ch. Batbayar
D. Gansukh

A. Zumaa

L. Tamir
Tsend

Sanjaa

. Radnaabazar
Shandas

. Munkhijin

. Naranbat

. Buyanjargal
. Dash-Ulzii

. Munkhjargal
M. Golgoo

S. Bayar

Sh. Bargalmaa
Purevdorj
Damdindorj
Choijilsuren



Aibol Co. Ltd

Mongol Nekhmel JSC

Khangai Co.,Ltd

“Suman Co.,L.td
Tastex Co.,Ltd
Mazaalai

Ardyn Erkh

Zasgiin Gazriin Medee
Mongol B

- Mongol Radio
Montsame

~ Shine Khodoo

MOA]

UB City

Cabinet Secretariat
Munkhtuya (Interpreter)
Otgonchimeg (ditto)
Munkhsaikhart (ditto)

91. Menip

92. Tabek

93. Tumenjargal
94, Odgerel

95. Enkhbold
96. Ganbat

97. Batsaikhan -
98. Khoroldagva
99. Chimed ‘
100. Duger

101.
102.
103.
104.
105.
106.

-107. Khanimkan
- 108. '
109. Sumiya
110.
111.
112.
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Summary and Conclusion of the Study

Akira Watanabe

; SYES CO.Ltd.,
December 22,1998

Thank you very much Mr. Battaa for the introductory speech.
It is my pleasure to you again in this seminar,

This project is the first JICA development study for Mongolian private enterprises. It
has three features; diagnosis emphasized in the entire study scheme, the on-the-site
technology transfer during the diagnosis, and proposals for individual companies and the
government derived from our experience in the diagnostic study. For example, we
conducted the fund demands study in conjunction with the technical assistance about the
accounting and business planning based on the cashilow control.

Due to the limited time, I will touch upon some proposals of and the conclusion of the
study.

(1) Vitalization of Industry through SME(Small and Medium Size Enterprxse)

Promotion

The study. team is convmced that the Mongolian industry which is faced with the
critical status can be activated by the vitality of excellent SMEs and medium enterprises.
which can be found in 45 selected enterprises for our diagnostic study.

We have come to this conclusion that businessmen in this seminar who are
-entrepreneurs, or founders of selected companies and winners of the free competition
understand the principle of market economy, and practice business management with
following concepts: '

Creation of niche market and products, future oriented business and product -

development , customer-first philosophy, compact/efficient/flexible manufacturing.

Ma_por findings are as follows
1) The raw material industry of animal husbandry, which are leading sectors in the
Mongolian industry, are short of
working funds and as a result their utilization rate of their factory capacity is
extremely low. This hinders development of Mongolian industry. A cause lies in
" delayed improvement of distributions system and fund raising systems. -
2) Other light industries which contribute. to the. import substitute to the employment
creation, in particular the sewing industry is operating by the foreign capital
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investment has higher plant operation rate but their value added is rather low.

3) They are quite aggressive about exporting their products.

4) None of the enterprises keep correct accounts in conformity with the international
standards. For this reason, their business plan is not supported by the proper
financial management and therefore not reliable as a mid-term plan..

5) Most enterprises lack awareness of their products quality being inferior as compared
with the international level and higher quality makes profit. The cause of the quality
problem lies not only in the manufacturing process but also the kinds of the raw
materials. '

6) They also lacks awareness of the waste in manufacturing which affects their profit.

7) The investment for the equipment is important to vitalize SMEs and to reform the
industrial structure. :

Table-1 shows some feature of 45 selected companies obtained from the diagnosis

survey.. _

You can see in these plctures remarkable improvement in plant process layout at our

first visit in July and the second visit in October. -

(2) Role of the government in the transitional economy
As far as the macro-economic indicators until 1997 are concerned, the Mongolian
market economy seems successful in Mongolia.
However market failures from the inception of the social reform of 1990 have been
retarded the development of industries. . B
1) Even now, the market by itself has not established the functional distribiition system
since dissolution of the old system . : -
2) The credit guarantee system of any kind which is a basic function of the capitalism has
not developed or does not exist.
3) The industrial structure of every seclors has not been reformed after collapse of
COMECON system to adapt to the market economy. : '
4} There are no technologies for the mechanical and elecmcal industries which are a core
of the industrialization..
The study team submitted 49 action plans to the Mongolian government for their help
of planning and policy making.
Now we take a look at the Table-2 to find some of our proposals.
The first issue is the working fund. :
At ptesent, Mongolian government is struggling with severe ﬁnancnal condmons and faces
diffichlties in securing budgets required when carrymg out its policy. _
In olir experience in other developing countries, the govemment can not afford fi nancmg
ne¢essary SME promotion funds.
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The two-step~loan in a favorable solution. According to our survey, we found there are
great amount of working demand almost same as the capital demand. Now that the TSI
generally cannot provide working funds, the Mongolian government has to study an
Aappropriate institutional financing. The study team does not propose establishment of what
we call a Small and Medium Enterprise Funding Corporation considering the current
Mongolian economic situation but to support the saving and funding cooperative union
campaign by self-help as a private organization. Some other alternatives as the non-bank
systems are proposed such as the small fund program and the group lending scheme.

The industrial structure and the distribution system reform is the second issue.

As an example, Figure 1 shows a concept model of how to reform the structure in case of
the cashmere industry. The Mongolian cashmere industry has to prevent out-flow of the
raw material to foreign countries, and rather promote integrated production in Mongolia. In
order to construct pyramid a structure, the study team recommends a following idea. First
one is to foster converiers or integrators which are equivalent to traders or wholesalers in
Japan. The.converter 'system_ will raise and unify funds and rationalize them. Also
marketing and_pu'rchasing materials will be operated by the converter. Strengthening of the
intermediate process such as the spinning and dyeing will balance the total production.

~As the third issue I would like to explain the export'and technology issues as combined.
Should production - operational rate be improved, the current product quality and
productivity can not meet with the world level.
Improving the product quality by eliminating failures and defect in the manufacturing
process (quality cost) and elevating productivity by eliminating the waste will amount
considerable profit both as company-wise and nation-wise. You can easily double the
productivity by step-by-step and continuous improvement when you introduce
contemporary production management systems, You can reduce product cost by 5% every
year. Accumulation of these saving is not a negligible pércentage of GDP. Improvement of
agro-products makes profit from the forei gn trade. Marketing can create new value which
- can augment the"proﬁtability. _ '
If you introduce the_preventive maintenance to you plants, you can easily double extend
usable life of machinery and équipment.

Therefore we propose to strengthen the Mongolian productivity center.

We suggest strengthening of the existing technical institute so that it can improve strategic
products for exporting and evaluate foreign competitive products.

~ The study team recommend ARMONO Co., one of the 45 selected companies for our
study, could be a good candidate of such a center. We have proposed the development of
crust leather which is novel in Mongolia, but is successful in Argentina. This leather can
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increase the value added and quality, and exportable for foreign countries with competitive
advantage. The Mongolian side has already started its preliminary research,

Ministry of ‘Agriculture and Industry formulated a national program including an
investment plan, measures for promotion of industry and the plan for promotion of ‘export
for the period of 1998 to 2001. The study team agreed with the govemrrient as to the view
and direction for development. |

It is recommended that the government will prioritize investment projects and
allocates available resources to encourage and promote SMEs,

We have to remember of the past failure of planning economy that mere input of the
capital and labor without technology innovation will not bring forth continued output.
The study team recommends the technical assistance program for SMEs initiated by the
government . : -

1 would like to explain future direction of Mongolian industries.
As for the SME promotion priorities, the maximum utilization of natural resources and
existing industrial complexes are the first priority for the agro-industry. The first step is to
make the industry the substantially. compar_ativel advantage, the next step competitive
advantage. This will be made possible by adding world-class quality and niche value.
In the light industry, promotion of the import-substitute ,in a long r‘aﬁge view, will meet
Mongolian needs -to develop other new areas such as the mechanical and’ electncal
industries instead of the traditional agro-industry.

(3) Conclusion : : B

The macro economy had taken comparatively steady progress up uatil 1997 but took a
turn for the worse in 1998 and estimation for 1999 says that the GDP growth rate will drop
and the exchange rate will be even worse.
In spite of such conditions of the macro economy as a whole, the 45 enterprises subject to
this study demonstrated vitality of small and medium enterprises in Mongolia. The study
team is convinced that overcoming the current duli state of M'oﬁgo'ian ecenomy depends
solely on the management executives of these. enterprises ‘who - hgve outstanding
entrepreneurship and goo@ understandmg of the market economy.
On behalf of the JICA study team we would like to express our sincere gratitude to all of
you .
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Table-1 MAJOR PRODUCTION INDICATORS OF 45 COMPANIES

Sector No. of = | Sales Productivity Export Own Operation
Employees | (Mil.Tg) (Mil. Tg) ratio capital rate %
Sales / No of ratio
Employccg
Sashmcr 153 1,968 19 45 100 10-~100
fwool | x (o3 ~| * (g~is, * *(g/10) (0~
415) - 940) . 100)
Leather 110 234 22 62
tanning { * (9~500) (13~968) 33 (5/10) 98 (40~
86)
Food 210 1,679 29 41
producis 58
% (25~1,03 (29~ ' (4/12) 100 (6~
6) 11,065} 80)
Mechani 148 132 36 61
cal ,
product * (8~ (3.7~ 1.8 (4/13) 92 { 0o ~
| 681) 450) 100)

* Figures in parenthesis (

) are max.-min values.

** Export enterprises / all enterprises

Table-2 MAJOR RECOMMENDATIONS FOR SHORT-TERM ISSUES

ISSUES PROPOSAL
: Fostering Saving and Credit Cooperatives
- Working Fund Small Fund

Group Lending Scheme

Industrial Structure

" Distribution

Integration of cashmere manufacturing process by a
Converter(Integrator)
Strengthening of Middle Stream Manufacturing
- Fostering a Summit Manufacturer
Construct Vertical and Horizontal Alliance

" Export:

. Quality Improvement
Cashmere/Leather Tanning /Meat
Food Hygiene, Packaging i
Tlme —limit measurtes to protect out-flow of raw mater;a]s

Technology

~Reinforcement of ARMONO
Environment / Ecology
Quality Evaluation Center
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Fig-1 1NDUSTRIAL STRUCTURE (CASHMERE)
DOMESTICC OVERSEAS
Weaving End-User
N J Product
Dyeing +
Spinning Intermediate
' * Product
Scourig I Raw
: Integratc_ir_
"_"’. Converter
Table-3 SME PROMOTION PRIORITY
PRIORITY TARGET
AGRO MAXIMUM UTILIZATION OF PLANT OPERATION
INDUSTRY RESOURCES PRODUCTIVITY
Cashmere/ wool/ NATURAL RESOURCES _
Knit INDUSTRIAL COMPLEX RESTRUCTURING
Leather - SAVING RESOURCES INDUSTRY/ENTERPRISE
Meat elc. o R :
COMPARATIVE ADVANTAGE EXPORT PROMOTION
¥+
COMPETITIVE ADVANTAGE GLOBAL QUALITY / VALUE
LIGHT IMPORT SUBSTITUTE NICHE STRATEGY
INDUSTRY . 4 _ S
Wood _ INDUSTRIALIZATION STRATEGIC ALLIANCE
Sewing TOWARD 21 CENTURY B
Daily utilities : - CORE TECHNOLOGY
TECNOLOGY INNOVATION
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Brief view on the improvement of management and
organizational structure of Mongolian SME.

" By Ts. Bayarsaikhan, General Director, "Eviin Huch' HHK.

About "Eviin Huch” HHK

History

“Fiviin Huch™ HIK was established in l‘)‘)" The main activity of the company s Imw d;,uulllm.:l Farming and
me processing. Like many other private companies, “Eviin Huch™ HHK. has accumulated its initial capital lrom
irading operations, The shortage of meat in the Siberian region of Russia provoked me to get involved in the meat
exporting business and later to build meat processing plant.

‘The meat plant of the company is located in the Bor-Ondor town of Darkhan sum, Hentii aimag (province). It is
designed by the BC Berlin engineering and contracting company and constriction of*the plant - started in 1993.

Production started in 1996 with the technical slaughter capacity of 100 cattle per day. The total investment cost of
construction and equipment was US$1.5 million. The plant equipped with the modem machinery and labs’ for

quarantine and testing of animals and liygiene control of the production line and final products. -

By the way, the meat processing industry has been renovated in comparison with other sectors in Mangolia. ‘
Business
The core business of the company is meat processing and trading. Cattle and horses are bought and slaughtered at

the plant. The products such as deboned or carcass and intestine and also the skins are sorted and prepared for the
export.

Figure | Production of "Eviin Huch" HHK (in Tohnes)

Ly m Carcass & deboned meat

& intestine

1996 1997 1998

The company is also engaged in the crop cultivation in the territory of Gurvanbayan sum, Hentii aimug.” The
company has 6000 ha arable fand. 80 per cent of the land is cultivated under wheat and the remaining is under
other cultivation. In 1998, we cultivated 1100 ha under wheat and harvested more 800 tons and :.old 10 the Nour
mills and stored as fodder for the pig breeding farm,

“Bviin Huch” HHK has .';!aned the project to set up a pig breeding farm with 500 reproducers. The pig bu.edmu
farm maintain the permanent operation of meat processing plant and increase of meat export.
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Management

Accarding 1o the Mongolian corporate The highest decision making body of the company is the General Director,
Greneral Pivector is the owner ol the “Eviin Hueh™ HEHC The managers of the company are appoinied by the
Cieneral Direetor of the company on the contraciual basis,

e major problems Tor Mongolian companies is the absence of the good medium managers. 1is almost
unpossible Tor “Fviin Hueh” HHK o bring the good manggers 10 Bor-Ondor or Gurvanbayan where the main
production sites are Jocated. In practice. many general directors and even owners ate engaged in everyday routine
ol the company. Therelore. the business in Mongolia is concentrated in Ulaanbaatar.

Ulaanbaatar Office

i

Gurvanbayan

Baor On Pi i
ar-Ondor Pig agricuttural farm

hreeding farm LI Bor-Ondaor Meat plant

T

T T

Muny genersil direetors and owners lirst Bire fresh geaduatees Torm University and then each them the business
shitl and experience loosing o lot ol me. Buk i the modermn proaduction, this kind of the traming of e medium
anagers does not werk and our information and knowledge are vot enough,

The arganization of “Lviin Fluch® s quite simple like other Mongolian companies. The management is
concentrated in General Director. The managers liave very lmited power. We have Lo consider the oust building
problem and work out pational madel for the medivm management.

Another serious problem for our company s the poor linctioning of communications in the countryside. The
Gbsenee of the pood commumication makes the top managers to wavel infensively in order to supervise and
contrale fhe operation in three ditferent areas locating from each other more or less 300 km. It requires a lot of
time and money. '

Present business environment

Nowidays. the business in Mongolia has a great number of difficultics especially in the rural arcas. Favonld Tocus
on the major problems facing the real production in the couniryside.

[V is becoming o difficolt o eomploy the zood management and wechnieal sial?for the modern produgtion. Sioce
cirly 20, iy specialiss with certain eehnical amd teehnological skifl and knowledge Tive moved 1o the big
wrbiin pockets such ds Ulsanbadatar and Dackhan and now a few can be invited for the gobs m vral areis. On the
othier hand, the training of the specialists for the production practically stopped, For example, there is no iraining
center or selivol-prepariing the speciadists ol meat processing industry or other sector which contribute in reak term
10 the national cconomy. -

The seeond major problem is the absence of the support of the Government 1o the producers and sometimes b
s to me Bt otr Goveriiment does nat understand. the problems of the producers. The business promotion
argamizations are B Trom us, Just concerning meat sector. Mongelian Government could negotiate with the
Rirsiin one 10 facititae e export of the Mongolian ment export to this country through finncial guaraniee and
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sititary facilitation. Also the Government can facilitate Tor the direet sale of the deboned mem to e Russian
eefittlers. The Govermment can help the nweat producers in the [ullowing problems:

Develuping the taining and R&D of the national meat sector
= Amproving the veterinary service in the countryside;

v
# Upgrading the sy laboratorics;

Providing the iransportation means for the frozen meat;

All Mongolian micat processors are dependent on the single Rossian market and any disturbance i the Russian
ceonomy immediately afteet them, Tor example, the devaluation of the rouble in August has bad o very nesative
ifluence on the export of meat. A good knowledge of the real situation i Russia and fong term commitnient by
the Russian buvers helped the Mongolinn business o avoid e serious losses. The pavnient Tias been nude i
fsrter e Torm T herefore, Mongolion business e to diversiy into other mirkets mainds imo Fast Asia,

Cooperation between "Eviin Huch” HHK and JICA

First ol alb { would like 10 a.mplmwc that the Japanese organizations working in Mongolia began 1o pay their
atiention o the Mongolian private entitics which certainly - wilt become the basis of the national economy within
coming 5 years. As everybody knows that nowadziys the private entities are the unponant pi ov:dus ol the new
‘investent and jobs. )

The company has been working with JICA since 1946. 'The cooperation with ICA has very good result for the
private companes like "Eviin Tueh™ HTIK and Lam sure that all pLopIc plLsLn! herd shire my assessnmcit

Taking this opportnity. | would like o express my clccp gratitude t the HCA and its experts namely to Mr. Akira
Wadanabe, 1 Hramichi Kato und Muasitada Sito others.

The cooperation of the cmnpzm_v with JICA and its expents is a new e_\'periénce and good Torn of the raining lor
e stift members of the company including ity general direetor. “The advice and recommendation by the HEA
experts is highly valued because the majority of the Mongolian privite companies are sot in position o invile
exjerls from other countries.

The Yapanese expents helped “Eviin Huch® in improving, its accounting and booking aid provide b weelmical
expertise iy the plint operation. The experts together with the personnel of the company worked out the fusiness
plan unti! 2603 and bevond giving cléar preture or the fither developmeit ol the company.

Future cooperation with JICA

[ is obwvious that Munuulmn eeonomy wn!l heed the outside :,uppon for the coming years and in iy upmum lipun
remidns o major donor country for Mongolia. But the Mongolian side has w© work har d in order 10 become
adequate pariner ol Japan. ‘Time for "one receives and other gives” should be over as soon as possible.

Mangolian private producers deserve more atiention in terms ol the assistance, 1 coisider the cooperation in the
following aclivities more effective and can be real suppurt for the national economy:

* Short term taining ol the managers of the privale compunies in' Japan;
* Fstablishment of” the training center in Mongobia {or the technicians and engineers ol the

manufaciuring compinies;
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Sending the fapanese experts o the manufacaring factories and plants or to the Associations off
the sectors such as Mongolian Association of the Meat Producers or other similar
organizalions;

+ Develop e marketing researeh on the expent ol the Mongolian products w Japan with the
participation o the Mongolku conpinics,

I do nat know whether such activities have been conducted v Mongolia, but 1 suggest to identily betier the
Mongolian participants in the technical programmes.

Future plan of "Eviin Huch” HHK

Fhe infrastracture facilities and connections for "Fviin Tloch™ meat processing plant are better in comyparison with
e ather regiens of the coumtry, Bor-Ondor town where the meat processieg plant is sitiated. is connected by the
rilway (o the other major cties of Mongolin and also 1o Russia and Ching, The city is linked with the Central
Power Grid netwark seeuving the power supply continuouslv. Given the Tavorable position, the conyrany witl
focus on thic export o the neighboring countries,

The sirtegy of (he compuny oriented to export production requires o resobve the foflowing asks,

# fncrease the wilization of the capacity through the 'cntllc_ fating during the winer o and
breeding the pigs around the year, For this pumose company has stated the bailding ol the pre
hreeding Tarm with 300 reproducers and the fst 2 buildings were finished and 300 pigs have
Been brought from China recediy, In- the next vear, the company will kumch logether with
Mongolian Natonal Agriceliersd Uiniversay the progeet lor the fatting canle;

# Adthough | have phin to expinnd the sale of meat i the radionul Russim market, Elave o think
about diversifying the export destinations due to the long lasting crisis in Russia. The local
market would not be ignored also. It is feasible 1o establish the retail chain in Ulaanbaatar and
other big cities.

% [ also think on how to diversily the products to the export. The Mongolian meal exporters have
to increase the export of the deboned meat and by products to different markets.

improvement of management of "Eviin Huch" HHK
It is becoming more clear that without improvement of the management wxl organizational structure. any
company can nal devetop suceessiully,

Fhe nanagement of the Mongodian companics s o be decentralised ind open in order o become more ellicient

“and competitve, The perdod of "one nan®™ is over. But such changes will require the gond nimagers ol the

mecdivm level,
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“viin Hueh” HEIK has to separate the manageaent ol Uaanbantar Office. Gurvanbavan agriculiaral G ind
Heor-Ondhor meat processing plant. and also pig breeding T,

Clenelinl Eroecto -’>
L

] 1 oagiend Il.l-'lllu'lslh‘l
General Manager :

| P A P

|| .munv.-m...,.m--.l 1 oxeenlives Bt 1 weseaslivn: i an ~’ 3 seriulive s e M. g

1 PR e LT i 'r'"""' = — L1 """""""' E‘—P—"'————-——_' . ) S u———

| Mol kot ‘ P bnnsesbungg b Aozt then l Cotibo dattinggy Bnin Vb ezl ©lines I
L 1 1 - . =
t T T = T “t::"':.:’

Aceording e my intention. 1 have o lind at feast 7 exceutive managers with adequate knowledge and skill. The
time smd cost for the raining ol big pnuber of the medium managers are sigmittcantly high and in e prosens
condition average Mongoliun company can hot afford i,

The difficulties with the communication have 1o be resolved. This kind of the problein usually wddressed 10 the
Government but due 1o the budget shortage, there is no possibility to have good communication sysim i
Mongolia lor the foreseen (uture. The company will try to resolve the problem individuaily.

Thank vous for your Kind altention,

Tsengeliink BAYARSAIKFIAN

GENERAL DIRECTOR
“EVUN HUCH” HHK

iecember. 1998
Ulaanbaatar
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