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ABSTRACT

The aim of this research is to explore the impact of Enterprise Mongolia Project EMP-2 project on the
livelihoods of the Small and Medium Entrepreneurs (SMEs) using Sustainable Livelihood Framework (SLF)
in the context of Mongolia. Both qualitative and quantitative research methods are used in order to carry
out this research. The study started firstly with the review of existing literature followed by field research
to explore in depth rural livelihoods and SMEs in Mongolia. The research is conducted in two phases. The
first phase comprises examining the case study of Enterprise Mongolia Project 2 (EMP-2) and discusses
the role of SME support programmes in poverty reduction. The second phase of the research method
comprised of conducting in-depth semi-structured interviews with 20 entrepreneurs. The overall
objective of the research is to identify the changes resulting from the project intervention (EMP-2) using
sustainable livelihood approach and to find out the relationship between the livelihood assets and
enterprise of SME owners. The researcher uses Sustainable Livelihoods Framework (SLF) to explore the
human, social, financial, and physical and natural resource based assets that enable the poor to enhance
their capabilities and reduce their vulnerabilities. A qualitative study is conducted by consenting the SME
owners who were beneficiaries of the EMP-2. Unstructured and in-depth interviews were conducted;
interviews were taped, transcribed and thematically analyzed by using NVivo 10. Data has been collected
from three major regions of Mongolia which are Selenge Aimag, Khenti Aimag and Uvurkhangai Aimag.
Out of 20 respondents, 8 belong to Selenge Aimag, 6 belong to Khentii Aimag and 6 belong to Uvurkhangai
Aimag respectively. Results are extracted from Nvivo 10, word frequencies, word trees, results previews
and qualitative model is generated with the help of Nvivo 10. Results clearly demonstrate that the EMP-
2 project provided support in terms of financial capital, human capital, physical capital, social capital and
natural capital and this improves the livelihoods of the small and business entrepreneurs in Mongolia.
Findings of the study also illustrates that EMP-2 project ease out the funding’s and loan processes, provide
training to their workers and resolve the issues in regards to water shortage and energy shortage. The
results of this study can be used by the NGO’s and other charity organizations to go in Mongolia and
introduce projects like EMP to provide support to SME owners so that their livelihood can improve and

poverty can be reduced or eliminated.

Keyword: EMP, SMEs, Mongolia, Livelihoods, Sustainable Livelihood Framework

Page | i



ACKNOWLEDGEMENTS

Firstly, | would like to express my sincere gratitude to my supervisor Dr. Glenn Banks who has given me
the opportunity to pursue my Master’s thesis under his supervision on a topic of my interest. He has been
extremely kind and considerate throughout the writing process and has guided me throughout all the
different stages of my research. | also thank Dr. Sam Richardson who has been my co-supervisor for
providing me with valuable suggestions for my research. Many thanks also go to all my other lecturers
and staff of the Massey University Institute of Development Studies Prof. Regina Scheyvens, Dr. Gerard

Prinsen, Dr. Maria Borovnick, and Dr. Rochelle Stewart-Withers.

| would like to extend special appreciation to my research participants, small and micro-entrepreneurs
from Selenge, Khentii and Uvurkhangai Aimags of Mongolia for their time and keen interest in sharing

their experience.

I would also like to gratefully acknowledge the financial aid provided by NZAID scholarship program which
enabled me to undertake my graduate studies in New Zealand. | would like to thank all the staff of the
International Student Support Office, particularly Jamie Hooper, Sylvia Hooker and Dave Broderick, for

their kind assistance and support throughout the duration of my studies in New Zealand.

| am extremely grateful to my parents (Bolormaa Mijid and Ganbold Namkhai) in Mongolia for raising me
and providing with enormous love and support to pursue my dreams. | also thank my friends in New
Zealand, Hemant Ghayvat, Mia Nguyen and Ava Danlog for their kind support and care. Thank you all so

much!

Page | ii



TABLE OF CONTENTS

1Y 1 1 o PPN i
ACKNOWIEAZEMENT ...ttt s e st s s s s s s e s sassas sas sabasnssssssssssasssssessnsssaassensnnnns ii
LIST OF FIGUIES..ueiueiieececeecercresnesese st ccesesenes e sessnssassas saesss senssnassssssessessnsss srsesnassasnsssasssessnssnesassnsssessssenasnnsnsessnesassnns iii
LISt Of TADI@S....cueieeerieeeerriniiercteseesennrnnsnssensesesssssassnssnssnesne e e sssnsansns sen s ssnesssassnssnssnssnssnssessssnsansnsssssassasssssassssess iv
LIST OF ACFONYIMS......ocoiiiictecie ettt sttt e tesa st e s et e et e e eteete s aeatesaes s et ste s sestessebessaseete s st stare et stenessasbesases %
Chapter ONe: INtrOUCTION.......cooiiiii ittt s sss s s e st sassas sassssessassassssssassnesassnssassrs sessssasssassnss 1
1.1 Background Of the STUY ...ccc.ueii it e et e e e sate e e e tte e e eeesae e sareeeas 1
1.2 The Sustainable Livelihood FrameWork .........coouioiiiiiiiiiiieiieesieeeeiee et 2
13 S\ St Tl Y T T a = Lo I - TR ORI 3
1.4 Enterprise Mongolia ProjeCt (EMP) .....ceeceiee ettt et stte e et e e s ate e e e tae e e entaeeesnnareee s 4
1.5 SEIUCTUIE OF The THESIS ...vii it ste e e et e e be e ste e s e e e snaeenreesnnes 5
Chapter TWO: LItErature REVIEW........cciieieirecsenienieesesntenesesesssssnssseesssssssnsssssssessassssssssssssssssesassns senesnassnssasssssnes 7
2.1 INEFOAUCTION L.t Error! Bookmark not defined.
2.2.  The definition of SMES and MiCrOENTEIPIiSES.....uviiiiirrrieeiieeeesieeeertreesre e e srre e e areeesrreeesaeeeeeneeees 7
2.3 The role of SMEs in economic growth and development..........eeoveccieeeeeiecciieee e, 9
2.4 Contribution of SMEs and microenterprises to development objectives .......ccccccvevciererciiennns 13
2.4.1  SMES and poverty redUCHION ......cocciii ittt et e stae e s st e e s sebe e e sbeeessasnraeeennee 14
2.5 Critiques and Limitations of SMEs and microenterprises for poverty alleviation ...................... 15
2.6 )\ 1S3 T e [ o [o T o Vo T &SP PPPURUPRRPPPPO 17
2.7 SUIMIMIAIY Lttt ettt e e e bbbt e ettt e e e e eeeeaeaeaeesseaas s asssasbbbbebeeeeeebbsnebbeeeeeeeeeeas 18

Chapter Three: Literature Revie: Small and Medium Enterprise and Sustainable Livelihood

FrAME@WOTK. . oo inieieisensnni e see st sanssssaessnesnsssassssessassassasssssssassassassassssssessns sassss seasss ssnsssssssssasssassnssnssassnssssase 19
3.1 T e} oo [UTo1 [ o USSR 19
3.2 Sustainable livelihoods apProach ..........ooee oo e 20

3.2.1 Origin of sustainable livelihoods approach........ccccceeecviiiiciii e 21
33 Sustainable livelinoods frameWO K. ......cc.uiiiiiiiiii e 26

Page | iii



331 DFID’s Sustainable Livelihoods Framework ..........cccueeriiiriiinieiiieeeenieenieeeiee e 26

3.4 (0 o)1 = 1 IE=T To 1YY £ SRS UUPPRR 28
35 VUINEIability CONTEXE....uviiiiiiie et e s e st e e et e e e saae e e esteee e aaeeesnseeeeas 30
3.6 Small Medium Enterprises (SME) and Sustainable livelihoods.............cccvveeiieiiiiiee e 30
3.7 SUPPOIt £O MICIO ENTEIPIISE ..oiiieeieecccccc e e et eeeeaeeeeeeesessaeeasbaasssasasaeeeeaeseeesanennees 31
3.8 SMES and the hoUSENOI ......c...ooiiiiiie e 32
3.9 (@feTo] o 1=l - LAV T oL =T o o] K= PSP PPPOTPPTPPPPPPPPRY 33
3.10 Assessing the success of micro-enterprise and microenterprise SUPPOrt.....cccceeeevcvveeeeerecnnnen. 34
3.11 Conclusion: micro-enterprise and sustainable livelihoods..........ccccccoiiieiiinciiiee e, 35
Chapter Four: Methodology Chapter Four: Methodology .......ccccceeciiiiiineiiiiiienncciniineseinneennnceesennenes 38
i A [ a1 o T[0T AT o [PPSRV 38
4.2 T =TT ol s T @ oY [=Tot £ 1Y TSRS 39
4.3 T =E=T ol s AV =Y d a o To [o] Lo -4V AN SR 39
4.4, (Lo T 14 (o] ¥ |11 A U SPRUPPRRP 40
4.5 RESEAICH ParadiZM ...cooiiiiiiiiee ettt ettt st e sttt e e s be e st e e e saaeeas 40
4.6 Population and SAMPIE SIZE ....cccueeiiiiieecceee e e e e st e et e a e ara e e e e eaaae s 41
4.7 EENICAl PrOCESS .ottt e e e ettt e e e e et a e e e e e et b e e e e e e eaabaeeeeeeeanrsanraeeeeeenrreeas 41
4.8 Data COIBCTION .ttt st s e s b e e esaeeenee 42
4.8.1 ANAIYSIS Of CASE STUAY ..uuiiiiiiiii ettt e e et e e e rae e e st e e s abe e e e taeeesntaeeeeennreas 42
4.8.2 SeMI-STrUCTUrEd INTEIVIEW ...eeuviiiiiieiieeee ettt sre e e 42
4.8.3 Identifying interview partiCiPants.......c.cccccuiee e 43
4.8.4 CONAUCEING INTEIVIEWS ...evieeiee ettt e e e e et e e e e e ata e e e e e s eatreeeeeeennraeaeaeenenanns 44
4.8.5 Field walks and 0bSErvation..........ccoceeiiieriieniieeeee e 44

4.9 DY = I [0 F=1 AV 2 P 44
4.10 Limitations of the reSearch ...t s 45
I R 0 01 o - | o RO PPPPPP 45
Chapter Five: Results and DiSCUSSION ......cciiieeueiiiiiiemnniiiiiinneeiiiieennieenmemnsssssseennssesssesnsssssssesnsssssssnnsnns 47
LT 1Yo Yo [0 o1 oo TP PP RSO U R PO UROUIPRRRPROPN 47
5.2 Enterprise Mongolia PrOJECE (EIVIP) ..ccouviiiiiiee ettt ettt e e e et e eave e e eaee e eenaee e e eenaeeesenneas 47
I B V1 A 0] o =T o1 4 =TSP 49
5.2.2 EMP-2 Approach and ReSUItS:.......ccceviveeeiiieeecieee e Error! Bookmark not defined.50

Page | iv



5.2.3 External Assessment of Project.......cccoceeevvcieeiniiiieiniieecniee e, Error! Bookmark not defined.

5.2.4 The evaluation Of PrOJECT: ..ccuiii ettt et are e e e ba e e s nbe e e e s eearaeeeanes 54

5.3 Profile of selected MiCro-ENtrePrENEUIS .......cccceeeiiiieecieeeete e eree e e e e sre e e s tree e sabeeesraee e ennees 54
5.4 Livelihood changes after EMP in Thre@ ProViNCES ......cooiuiiieiiiieeiiieeenieeeesite e sitee s sieeessiveeesieeeesneee 55
5.5 Introduction and household livelihood RESUILS ........ccovuiiriiiiiiiiieceeeeee e 56
5.6 Sustainable livelihood framework reSUILS............oooiiiii e e e 70
TS T0 B o F= T ol = LI T =Y £ PSS 70
5.6.2 HUMIGN @SSEES ...ttt e s e e sttt e e e e e e 73
5.6.3 PRYSICAl @SSEES...eiiiiiiii ettt ettt st e et e e st e e e s bt e e e sabeeeeaes 75

I SR Yo Yol =1 I T Y (SRR PS 78
R N \ LU =TI Y =] RPN 80

5.7 SUMMATY OF FINAINGS «eveeieiieece e e e e e et e e e e tae e e ste e e e sereeesnseeeannnes 83
5.8 Findings reference t0 PrevioUs STUAIES ........iiiiciiieeee et eecre e et e e e e errre e e e e e e e anaeas 85
Chapter Six: Conclusion and Recommendation ........c.ccceeeeeeeiieeeieienniereencerenncerensereenerenneesensesssnsssssnnnns 84
6.1 LiMitations Of the STUAY ..ottt st st sttt se e ses et e atens s e ssesens 85
6.2 Future Direction & RecOMMEN@tioNsS .......coiuiiiiiiiiiieiieeriie ettt e 86
REFERENCES .....iuuiitiiieniiieiiieiiieiieniiieeiessiesiiessiassiesstsessrassrssstssstosstssssrssssssssssssassssssssssssnsssssssnsssnssnnsss 87
APPENDICES.......titieiinenieintenississsesissnssasssssssnssssssasssssssssssss st sasssssssanss ssssss sensssssssss snsass ssasssns senssssss ansssassssnsases 100
Appendix 1: Massey University Human Ethics Low Risk Notification.........cccceeeveveeceieineveccese s, 101
Appendix 2: Participant CoONSENT FOMM....iiiiie ettt ce sttt es s e sse v steses e snnsenes 102
Appendix 3: INfOrmMation SNEET.......ccvivii e e s s et e see s 103
Appendix 4: Semi-structured INtErvieW qUESTIONS.......coceiieieriie ettt sttt e 104

Page | v



LIST OF FIGURES

Figure 3.1: Department for International Development (DFID) Model ......cccccovvvervivrieevreriee e 28
Figure 3.2: The DFID sustainable rural livelihoods framework (after Carney 1998) .......ccccocvevvvrrenene. 29
Figure 5.1: An elderly project beneficiary showing her handcrafts at home.........coeeeveveivcienicnce s 56
Figure 5.2: Tailor-made traditional COSTUMES........ccoviiiieiieiice et et vt 56
Figure 5.3: Locally produced herbal t@a........ccoiv it e e 62
Figure 5.4: Bakery employee, SEIENZE AIMAG.......cccccviuiieiireiie ettt s s s eteste e enbesens 62
Figure 5.5: HANAMAdE fEIt SNOES.......cvviiiieee e et s b et be e s 69
Figure 5.6: Vegetable growing farm, Selenge AimMag.......ccccoeveeieiricceceesecee ettt s ssr e 70
Figure 5.7: Financial ASSets Word FrEQUENCY.....cccovirririeiieiirtee sttt ettt st e e seb st b s e ss e 71
Figure 5.8: Financial Assets Word Tree RESUIES.......cviciie ittt e ree et st e v es e sre e eannes 72
Figure 5.9: Word Frequency HUMAN ASSETS.......oivueiriitierieiieiietintee e sttt teteeess v ses e e ses s assesesse seenenns 73
Figure 5.10: Human Assets Word Tre@ RESUIS.....cccce et et e v s e e s 74
Figure 5.11: Word Frequency PhySiCal ASSELS... ..ottt et et ee et et st s ser s s 75
Figure 5.12: Human Assets Word Tre@ RESUIS......ccceceie ettt e reev e s s e n e e 77
Figure 5.13: Word FrequUENCy SOCIAl ASSELS......ccouiiriiriiiie ettt sttt et se st s besassesesseste e nnnes 78
Figure 5.14: Social Assets WOrd Tre@ RESUILS......ccceciieieeeee ettt eer s e e e e nis 79
Figure 5.15: Word FrequUENCy SOCIAl ASSELS......ccouiiriiriiire ettt creee st sttt et ere st st s besaseesesaeste e sennes 81
Figure 5.16: Natural Assets Word Tre@ RESUIS........cceiieececece ettt eer v er v v s e s e saen e 82

Figure 5.17: Qualitative Model ‘The impact of the project on the livelihoods of the small entrepreneurs

using Sustainable livelihood frameEWOrK ............o e e 83

Page | vi



LIST OF TABLES

Table 2.1: The Bolton Report’s quantitative definition of smaller enterprises........ccccoevveeveiereceerene. 8
Table 2.2: Definition of SMEs by European Commission (EC) and World Bank (WB).......ccceceeeevevurueennns 9
Table 3.1: Sustainable livelihoods chronology (adapted from Morse, 2013) .....ccccocevvererevnerereeeenenene 23
Table 5.1: Livelihood Activities of the ENTrepren@uUIS........cceeieineee e s st re st nan 55
Table 5.2: Respondents household livelihood reSUILS.........coccivi et 57
Table 5.3: Business startup and business g0als reSUILS........ccoeueiiireiie et 63

Page | vii



LIST OF ACRONYMS

Aimag

ARD

DFID

EC

EMC

EMP-2

GoM

IFC

JICA

LCD

NGO

NZAID

OVOPI

SLA

SLF

SMEs

UNDP

WB

Provincial level in Mongolia

Assessment of Development Results
Department for International Development
European Commission

Enterprise Mongolia Centers

Enterprise Mongolia Project Phase-2
Government of Mongolia

International Finance Corporation

Japan International Cooperation Agency
Local Cluster Development
Non-governmental Organization

New Zealand Agency for International Development
One Village One Product Initiative
Sustainable Livelihood Approach
Sustainable Livelihood Framework

Small and Medium Enterprises

United Nations Development Programme

World Bank

Page | viii





