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On the Special Feature:
Northeast Asian Regional Economic Cooperation Mechanisms
and the Prospects for and Approaches to Mongolia's

Participation Therein

Sh. Enkhbayar
Senior Research Fellow, Research Division, ERINA

The Mongolian Minister of Foreign Affairs L. Bold's
participation in the Ministerial Meeting of the ASEAN
Regional Forum (ARF) in 2013 has garnered public
attention regarding the country's prospects for joining
ASEAN and participating in regional mechanisms. At the
same time, it is not yet clear to the public what will be the
benefits and risks associated with Mongolia's participation
in regional political and economic multilateral cooperation
mechanisms. There are very few, if any, extensive studies
available on these issues.

Against this background, ERINA, jointly with the
Mongolian Institute of Strategic Studies (ISS), a
government-funded think tank affiliated with the National
Security Council of Mongolia, organized a research
workshop on 11 August 2014 in Ulaanbaatar to discuss
issues related to various aspects of Mongolia's participation
in regional economic cooperative mechanisms. Bringing
together Mongolian researchers specializing in various
fields and representatives from among the country's policy
makers, this workshop aimed to get some insights on the
possibilities and prospects for the country's joining of these
mechanisms.

This is the third research workshop organized by
ERINA in Ulaanbaatar in cooperation with collaborating
Mongolian organizations. This special feature presents
selected papers discussed at this workshop. The key
messages of the papers were as follows:

e B. Indra, a Senior Researcher of the ISS, shared her
analysis on China's-one of Mongolia's two sole
neighbors-strategy for and process of participating in
regional organizations. She underlined that although
China does not harbor a global strategy, it has a very
strong interest in maintaining a regional presence.
China's rapid economic growth and increasing power
have enabled it to emerge as a prominent and influential
player in regional organizations and bear more
responsibilities and duties. Therefore, in order to protect
its regional interests China is actively pursuing bilateral
and multilateral mechanisms within the region, such as
the Shanghai Cooperation Organization (SCO) and Boao
Forum for Asia (BFA).

In tandem with Western countries' sanctions against
Russia due to the Ukrainian crisis, Russia, the other
neighbor of Mongolia, intends to find "new financial
partners" in Asia and establish its economic influence
throughout the Far East and Asia. Mr. N. Dorjsuren,
Head of the Center for China, East Asia Studies, ISS,
shared his viewpoint on this issue and informed the

participants about Russia's recent moves toward
enhancing its economic relations with the DPRK as well
as the ROK. He emphasized that the recent economic
and commercial negotiations between Russia and the
DPRK are useful for both parties as the beginning of a
massive regional and geopolitical restructuring in Asia.
Dr. G. Tumurchuluun, Advisor, Policy Planning and
Research Department of Mongolia's Ministry of Foreign
Affairs, highlighted that becoming an active player in
regional economic interaction has always been a foreign
policy priority of the country. According to Mongolia's
Foreign Policy Concept, which was approved in 1994,
the so-called "4-de" policy objectives of (i) de-
Sovietization, (ii) de-ideologization, (iii) de-
centralization and (iv) democratization were the
cornerstone of the country's recent foreign policy.
However, as Dr. Tumurchuluun argues, it is too early yet
to confirm that these goals have been accomplished.
Mongolia's history of membership in international
organizations began when the country became a member
of the United Nations in 1961, and currently Mongolia
maintains membership and observer status in nine
cooperative organizations in the political, security and
economic fields. B. Otgonsuren, Researcher at the Center
for China and East Asia Studies, ISS, observed that
Mongolia-as a small economy-has heavy external
dependence and little influence when participating in
regional cooperation mechanisms. Therefore, Mongolia
should implement a plan that considers effective ways to
cooperate.

Originating from the UNDP's Tumen River Area
Development Programme (TRADP), which was initiated
in 1991 with the intention of developing the Tumen
River basin delta area, the Greater Tumen Initiative
(GTI) constitutes one of the sub-regional cooperation
mechanisms in the Northeast Asian region, with four
member countries: China, Mongolia, the ROK and
Russia. However the performance of the past 20 year-
long cooperation has not been that satisfactory, noted D.
Irmuun, Director, Division for Promotion and
Consultancy Services of the Invest Mongolia Agency
and a former staff member of the GTI Secretariat. Yet
times are different now, and the member governments at
both the central and local levels are now ready to input
their resources to regional cooperation projects, and he
believes that the GTI has undeniable potential to become
the center of this unique region and boost the economic
paradigm between those nations involved.
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China's Patrticipation in Regional Organizations

B. Indra
Senior Researcher, Institute for Strategic Studies (ISS), Mongolia

Introduction

China is a country that does not harbor a global
strategy, however, has a very strong interest in maintaining
a regional presence. In order to protect its regional interests,
China actively practices bilateral and multilateral
mechanisms within the region. The recent governing elite
led by Xi Jinping is taking steps further in its foreign policy
with objectives to not only actively participate in global
international organizations, such as the UN and G-20, but
also to be more proactive in the regional organizations,
such as the BRICS and the Shanghai Cooperation
Organization (SCO). This article aims to analyze and
explore the three aspects of China's political, economic and
security implementation in the regional organizations.
Through the existing regional multilateral mechanisms,
China is working to strengthen the political trust with
surrounding regional states, to seek stable economic
development and to establish a cohesive unanimity on
ensuring security. Hence, by using multilateral regional
cooperation China aims to diffuse any kind of problematic
factors that may occur in China's neighboring region.

1. Regarding China's participation in regional
organizations

1.1 China's objectives in participating in regional
organizations: China's foreign policy's principal objective
is to create a benevolent external environment for peaceful
and stable domestic development. From the early XXI
century, the guiding principles of China's foreign policy
have been identified as: "to hold relations with major
powers as the primary focus, to hold primacy in relations
with its neighbors and to hold relations with developing
countries as cornerstone" of its multilateral foreign policy
objectives.

There are two main external and internal factors for
China's active partaking in international organizations. The
internal factor is concerned with validating China's place in
the world along with implementing its reformed policies,
while the external factors such as rapid globalization and
intense regional integration have greatly influenced China
to take more proactive stance.

1.2 China's progress and involvement within the
regional organizations: China started to actively partake
in the activities of regional organizations beginning from as
early as the 1990s. In 1997, China had proclaimed that:
"The country was the most responsible great power within
the international community". In 2004, China established
total of 267 multidimensional international agreements 124
of which were established since the 1990s.'

Inasmuch as China's economic strength grew, its
interest and capacity in participating in international
organizations had also risen in the XXI century: in 2001, an
organization named after a Chinese city the Shanghai
Cooperation Organization (SCO) was established and the

same year Boao Forum for Asia was created, initiating two
substantial global scale regional organizations.

Looking at China's participation in regional
organizations, one can observe that in the beginning China
carefully participated in the multilateral economic
mechanisms and eventually began to partake in all aspects,
and furthermore, began to take more proactive stance. For
instance, the SCO, the Six Party Talks regarding the Korean
peninsula issue, the Boao Forum, the free trade zone
between the PRC and ASEAN, the APEC and Summits to
strengthen confidence building in Asia are demonstration of
China's active involvement in the region.

1.3 The context of China's participation in regional
organizations: During the 16" National Congress of the
Communist Party of China held in 2002, it was declared
that "the PRC will actively participate in multilateral
activities of the world and increase its responsibility within
the UN and other international organizations" while during
the 17" Congress held in 2007, it was declared that "the
PRC shall take a more active role in the international
community through active participation and bearing
responsibilities in the world and shall commit to promoting
fair and just international law and order"” which indicated a
more proactive stance.

During China's 18" National Congress, where Xi
Jinping assumed the new leadership, it was declared that
"the PRC shall take even more proactive role in multilateral
activities, while actively supporting the executive duties of
the UN, G-20, SCO and BRICS and promote international
stability and order in a just manner", which was the first
time international organizations were pointed out in
particular. It is clear from Xi Jinping's ruling policies that
China is trying to actively assume its responsibilities
especially within the G-20, SCO and BRICS. For instance,
during the G-20 Summit in May, 2013, China urged to
improve the multilateral trade mechanism and oppose the
trade protection policies. Moreover, during the September
and November SCO summits China's "Shanghai Spirit"
embodying mutual trust, equal concession, mutual respect
for different civilizations and common prosperity was
considered as successful depiction of China's involvement
in international relations by setting a new and successful
norm and standard for the world.” Furthermore, during the
BRICS summit held in July of 2014, China's role in
initiating the "Reserve Fund" and establishment of the
BRICS bank indicates its aim to establish a prominent
structure within the international financial system.

2. China's participation and integration within the
regional organizations
China, as mentioned earlier, is a country that does not
harbor a global strategy, however, has a very strong interest
in maintaining a regional presence. Hence, in order to
maintain its interests in the region, it employs not only
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bilateral mechanisms but also multilateral mechanisms
actively as well.

2.1 China on political confidence building: Not only
is China trying to promote its policies towards its neighbors
using regional multilateral organizations, but also it aims to
strengthen political trust with its neighbors. China actively
participates in ministerial summits of the regional
organizations. For instance, China participates in summits
such as the SCO Summits and Ministerial Summits,
ASEAN 10+1, 10+3, 10+6 conferences, all high level
meetings, Shangri-La dialogue, Conference on Interaction
and Confidence Building Measures in Asia (CICA), East
Asia Summit (EAS), and using multilateral dialogues
promotes political confidence building in the region. The
majority of the participating states in these regional
multilateral dialogue mechanisms are China's neighbors and
in the past ten years China realized a "friendly neighbor,
partner neighbor" and "friendly neighbor, peaceful neighbor
and prosperous neighbor" policy along with Xi Jinping's
proposal for a "close, reliable, generous and tolerant"
neighbor policy that is being promoted through the
international mechanisms in order to promote regional
political confidence building.

2.2 China seeks stable economic growth: China puts
economic cooperation as the core of its foreign policy. This
is mainly due to China's external leverage for a successful
implementation of its new and reformed policies. China
joined the APEC in 1989, which was the very first
international economic organization and by joining the
WTO in 2001, China began a more active participation in
the global economic multilateral cooperation. China has
participated in regional economic cooperation projects such
as: the North East Asian joint economic Tumen River
project, the South East Asian Mekong River project, the
Yellow Sea free economic zone, Bohai Bay economic rim,
Japan's exclusive economic zone and when 10+3
mechanism was created since the 1997s, China began to
shift regional economic cooperation towards the East Asia.*

After Xi Jinping assumed the leadership, China has
become more assertive and rather than a passive player,
emerged as a leader in the regional economic cooperation
in order to enhance its economic influence. For instance,
China proposed an initiative to develop the Eurasian
economic integration "One road, one belt" (the New Silk
Road Economic Belt and maritime Silk Road). Moreover,
in the framework of ASEAN cooperation, China is also
advancing the Regional Comprehensive Economic
Partnership (RCEP) cooperation. In addition, China aspires
not only to use the existing multilateral mechanisms but
also establish new regional organizations in order to
increase its economic influence in the region. The creation
of the Asian Infrastructure Investment Bank (AIIB) and
owning 50% of the bank is an apparent illustration of
China's aspirations. Additionally, a BRICS bank was

established with the headquarters in Shanghai, China.

2.3 China's aspiration to establish a joint security
union in the region: China first advocated the "New
Security Concept for Asia during the Conference on
Interaction and Confidence Building Measures in Asia
(CICA), held in May of 2014, in Shanghai. Xi Jinping
proposed that "The New Security Concept for secure Asia
should be collaborative, cohesive, stable and open" and the
proposition was issued in the "Shanghai Declaration" of the
conference. Hence, using the CICA as a foundation for joint
security cooperation in the region and by establishing an
international regional security organization, it is apparent
that China would like to assume leadership and fill the gap
in Asia's multilateral security mechanism where Asian
issues would be resolved by Asian people themselves.’

Conclusion

China's rapid growth and power have enabled China to
emerge as a prominent and an influential player in the
regional organizations bearing more responsibilities and
duties. In other words, for China, it is a historically
significant change where it is becoming one of the active
initiators in the international system.’

Nowadays, China is implementing an external
strategy to "stabilize in the East and make a way into the
West", aspiring to become the epicenter that links Eurasia.
Moreover, using the regional multilateral mechanism,
China aims to create a political confidence building,
promote stable economic development and establish
security integration in the region. Hence, China would like
to decrease and diffuse any existing negative factors near
its proximity using the multilateral cooperation mechanism,
to create interdependence among the regional states and to
establish favorable external environment.
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Economic Relationships between the Democratic People's
Republic of Korea, Russian Federation and the Republic of
Korea (DPRK-Russia-ROK)

N. Dorjsuren

Head, Center for China, East Asia Studies, Institute for Strategic Studies (ISS), Mongolia

With the western countries' sanctions against the
Russian Federation [Russia] due to the Ukrainian crisis,
Moscow is intending to find 'new financial partners' in Asia
and settle its economic influence throughout the Far East
and Asia. Consequentially, Russia tries to enhance its
cooperation in the field of economic relations with China,
and it is simultaneously seeking economic and commercial
negotiations with the Democratic Peoples' Republic of
Korea [DPRK] actively. As a Northeast Asian security
expert, this is a considerable issue for me. Thus, this article
is intended to reveal the economic relationship between
Russia and DPRK as well as the present economic
cooperation between the DPRK-Russia - ROK.

The economic cooperation of Russia and DPRK
refreshes into a new era from its stagnation' (From a
passive mode into a pro-active mode)

According to some experts, Asia is supposed to be
splitted up under the economic interventions and under the
direct and indirect effects of Russia and the USA in the near
future. China, which is the main supporter of Russia, is
located in this continent, as well as India, and DPRK that
are either new or old partners of these countries. As 2014
began, economic correlation between Russia and DRPK is
obviously activated, and several significant agreements
have been already made. For example:

1. During the visit of Alexander Galushka, Minister for
the Development of the Russian Far East, to DPRK
from March 24" through March 28" 2014, the parties
negotiated to make their bilateral trade volume to reach
USD 1 billion by 2020. The bilateral trade value was
just $112 million in 2013 (which increased by 48.1%
than the amount in 2012), where Russian export was
$103.4 million which included metallurgical coal,
diesel and metal dominantly, and import equaled to
$9.3 million. Now this amount is intended to increase
10 times within the next 6 years per the negotiation
between these 2 countries. For this intention, it will be
necessary for the parties to intensify their economic
cooperation as much as possible. Another issue
confirmed during the visit was that the countries
agreed to make their financial settlements and
payments related to commercial activities in Russian
Rubles.”

2. In the beginning of April 2014, Russia's State Duma

wrote off 90% of $10 billion DPRK's debt. The
remaining debt of $1 billion will be repaid in equal
installments every six months during the next 20 years.
In addition, the payment will be spent to build a gas
pipeline and railroad through North Korea to South
Korea that can be a valuable contribution of these two
countries' economic cooperation. Chronologically,
when the United Nations made a resolution to impose
sanctions against Russia that deemed responsible for a
contested independence referendum in Crimea, Russia
signed an agreement with the DPRK for commercial
and economic cooperation. This was considered as not
an unintentional occurrence.

. The Presidential Envoy to the Far Eastern Federal

District Mr. Yury Trutnev visited Pyongyang from
April 28" through April 30", 2014. The personnel team
of this visit included the Governors of Amur Region,
Primorsky and Khabarovsk Territory. As a result, the
Ministry of Foreign Trade of the DPRK and the Amur
Region Governor signed an agreement on trade and
economic cooperation. The Ministry received 50 fire
extinguishers as a humanitarian aid.

.The 6™ Session of the Russian - North Korean

Intergovernmental Commission was held on Russky

Island, Vladivostok from June 2™ to June 5™, 2014.

During the session, North Korea revealed the

information about its economic free zones, and made

several significant decisions mutually on the bilateral
economic cooperation development including:

- To fulfill the agreement made on 22™ of May, 2014
to write off the North Korea's debt to Russia
(formerly the Union of Soviet Socialist Republics),

- To provide Russian economic institutions, companies
and businessmen located in the DPRK with visa
facilitation and have a right to use advanced
communication technologies such as cell phones and
internet within the territory of the DPRK;

- Russian companies were allowed to make a mineral
exploration in the territory of North Korea.
Pyongyang Governing authorities announced that
they would like to take TU-204 airplane from Russia,
and in return, they would approve Russia to exploit
its gold mine. In details, as mentioned in the Minutes
of this Intergovernmental Commission Session, it has
been agreed in advance that 'Chondin' North Korean

! Referred on the news dated on 9" of June, 2014, by "ITAR Tass' Agency

? Yury Trutnev, Presidential Envoy to the Far Eastern Federal District, and Rho Doo Chol, Deputy Prime Minister and Head of the State
Planning Committee, agreed to make bilateral trade in Ruble during Yury Trutnev's visit to the DPRK.



Company and 'Severnie Priisky' Russian Company
would co-operate a gold mine that is located in
Pyoktong County, in the province of North
Pyongyang.

- Oleg Vladimirovich Deripaska, Chairman of the
Supervisory Board of Basic Element Company,
received several economic cooperation proposals
from North Korea. He was offered with the
maintenance and restructuring of the Thermal Power
Station in east Pyongyang, and copper and anthracite
mining exploitations.

- Finally, North Korean Governors revealed their
interest to import coking coal from Russia for the
Kim Chaek Iron and Steel Complex, Chongjin, North
Hamgyong Province. If it is agreed, the initial coal
import will be 50,000 tons a month. Furthermore, the
Russian companies are likely to get involved in the
Kaesong Industrial Park, which is co-operated by the
North and South Korea.

As the Russian economic cooperation proposals,

Russian "TAIF" Company is supposed to build a

fuelling station chain in the territory of North Korea

based on the permission of DPRK.

- Russia has been obliged to complete the list of
companies, by October 1, 2014, that will cooperate
on the exploitation of North Korean mining sites
such as graphite, zircon, limonite, vermiculite,
granite and phosphorus mining sites in Dancheon,
South Hamgyeong Province of North Korea. The
final decision making process related to the joint
mining development is expected to be accelerated so
that to get a result before the end of this year as the
mining experts were exchanged between two
countries.

The concluding observation is that Russian and North
Korean Governments have agreed to develop and
implement a special mechanism that supports their
intergovernmental projects and significant negotiations. In
fact, the intergovernmental commission will work directly
to make these various negotiations. As the parties have
agreed to make all the relevant settlements and payments in
ruble, their first transaction in ruble is expected to start from
June. One critical statement was given by Alexander
Galushka, Minister for the Development of the Russian Far
East, where he concluded the session by stating that 'These
significant economic proposals are dedicated for only the
Russian investors. Any other country's investors and
economic entities, particularly China's investors, will be
unable to be involved in it".

The previous governors' Intergovernmental Commission
Session was conducted in August 2011. But Ludmila
Zakharova, a Senior Researcher at the Center for Korean
Research Institute of Far Eastern Studies, said "Our former
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session did not contribute to the bilateral trade and
economic cooperation development as much as we
expected". Actually, these countries' trade volume was just
around $110 million at the time of the former session; and
the sole project concluded by the parties was the railway
line that connects the countries. Today a double-track
railway between Khasan and Rajin and Freight Terminal
Construction in Rajin port with the length of 54km that was
built by the Russian investment of $250 million is about to
be opened.

Khasan - Rajin Railway can be considered as the
beginning of the connection between North - South Korea
Railway and Trans - Siberian Railway. When the project is
fulfilled completely, it will become the main gate for Russia
to attract massive economic profits from the DPRK. On the
other hand, South Korea's decision and attitude is an
imperative aspect on the project implementation. But it
remains doubtful due to the two Koreans' complicated
relationship. Another influential project is a gas that will be
delivered into South Korea from Russia through North
Korea®. However, as the Russian, South and North Korean
experts are expressing, the project is sluggish because of its
security risk. In such circumstance, Russia made a big
political decision to boost their economic and commercial
ties with North Korea in 2014.

Although bilateral relationship is intensifying in the
economic field, obviously, some difficulties are still
persistent in the reality. In the past, the bilateral trade
turnover has been declining year by year. It can be said
bluntly that their total trade turnover has not exceeded over
$100 million in the past decade. Compared to the
international trade volume, it is insignificant amount,
whereas the trade turnover between China and the DPRK
was $6.5 billion. Thus, an investment for such an
unsustainable economy is still a risk-bearing process for the
Russian companies.

Eventually, this new bilateral economic cooperation
blossoming between the DPRK and Russia will be
dominantly dependent on their immutable effort and
diligence; moreover it will be affected by the UN's
sanctions against North Korea, as well as the international
communities' attitude.

Why does North Korea build a friendship with Russia?
Since the beginning of 2014, the economic development
was being attained by the North Korea as a top priority for
relations with Russia. It has several reasons. The North
Korean authorities have been adhering to a policy to
enhance relations with Russia in order to prevent coming
under the Chinese economic influence. Especially the
resignation and execution of the 67 year old Jan Son Teak,
who was an influential politician of the country, brought a
fracture into the relations between China and North Korea.
Fuel export into North Korea has been discontinued by

3 The considerable time spent since the project of gas pipe routed between the Russian Federation - DPRK - PRK had been confirmed. When

Kim Jong II, the Supreme Leader of DPRK visited Russia in August 2011; he initially discussed with the former Russian President, Medvedev,
about gas pipe routed from Russia into PRK through DPRK and reached a common expectation. The gas pipe will be 1100 km long and with its

prevailing part in DPRK; it is expected to transfer the gas of 10 billion m3 per year. Construction of the gas pipeline between North and South

Korea will require $3.5 billion. Thus, "Gasprom" will contribute to the project.
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China for 6 months since January 6" 2014. Moreover Xi
Jinping's visit to the South Korea at first in July was
considered as a "neglectful attitude" that violated the
tradition to visit the DPRK first. Thus, according to
Alexander Galushka, Minister for the Development of the
Russian Far East, an increasing Russia's influence is a
profitable choice which also could contribute to getting rid
of the North Korean economic crisis; even though the
intended target to reach $1 billion of bilateral trade between
Russia and North Korea by 2020 is a small amount
compared to the trade and economic relations between
China and North Korea.

Finally, about the trilateral railway project: "Korali"
Co., Ltd of South Korea reported its request to a party of
North in 2014 to build a trilateral training center between
Russia, DPRK and South Korea to share experience on
railway transportation. The proposal had been expressed by
Choi Hyun Hi of the company, but on the last day of the
meeting the North side has expressed that it can be
promoted. But, "Korali" Co., Ltd has reported that in the
future this issue will be discussed with the North. In
addition, they reported that Russian "RJD" Trans-Siberian
railway will carry out connection of Rajin port of North
Korea from the West Siberia. Thus, the trilateral
cooperation in railway sector will be greatly facilitated in
the case of the proposal of "Korali" Co., Ltd will be
promoted.

Conclusion
Russia has been working to boost its economic
relationship with the Asian countries, particularly with the

DPRK, more than ever before. However, it is useful for
both of the parties, as the beginning of a massive regional
and geopolitical restructure in Asia. According to Russian
experts’, Russian economic relationship with the DPRK
should be based on the following principles, such as:

1. To maintain the relationship with North and South
Korea equally, despite the gap between two Koreas in
economic capacity and political regime; to support any
measure/event for their conciliation;

2. To fulfill trilateral economic cooperation and joint
projects between Russia, DPRK and ROK as much as

possible.
- To connect Trans — Siberian railway with the North
— South Korea Railways.

- To build oil and gas pipeline (Yakutsk, Kovyktinskoye,
South Sakhalinsk versions)

- To implement projects that are intended to improve
the North Korea's industry based on the investments
of the ROK and Japan, and the Russian technical
capacity.

- To build free commercial zones in the territories of
Russia and DPRK.

3. To support DPRK to settle a policy ruling for an open
economy and cooperate with other international
organizations for that purpose.

4. To persuade North Korea to be free of nuclear
weapons.

5. To cooperate with the 'great four' countries, North and
South Korea and Mongolia to develop a multilateral
mechanism on Northeast Asian security and economy.
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ERINA REPORT No. 120 2014 OCTOBER

Steps Taken by Mongolia to Join the NEA Regional
Cooperation: Together toward the future

G. Tumurchuluun

Adpvisor, Policy Planning and Research Department,

Ministry of Foreign Affairs of Mongolia

Introduction

Becoming an active player in regional economic
interaction has always been a foreign policy priority of
Mongolia. There were two major aspects in this policy
development.

1. The Soviet legacy: During the socialist period
Mongolia had to cooperate only with the CMEA /
Council of Mutual Economic Assistance/ countries
that kept Mongolia apart from not only the
Northeast Asian economic cooperation, but the
world economy as well. So to join the present NEA
regional cooperation, Mongolia had to reorient its
economic priorities, opting for the free market.

2. The 1994 Mongolian Foreign Policy Concept states
that Mongolia will take appropriate steps to get
engaged into the regional integration. In doing so,
Mongolia expressed its intentions to become a
member economy of the APEC and develop
bilateral economic ties with related regional
countries.

Being an Asia-Pacific country with a growing
economy, Mongolia has an enduring aspiration to become a
member of APEC - the premier forum for facilitating
economic growth, cooperation, trade and investment in the
Asia-Pacific. This is one of our foreign policy priorities.

Membership in APEC

It was back in 1993 when Mongolia made its official
application for the APEC membership. Mongolia is located
in the Asia-Pacific region. It is landlocked between two
APEC economies, China and Russia. The Pacific Ocean is
Mongolia's only gateway to sea. Mongolia's being part of
the Asia-Pacific region is not just a geographical, but also a
political fact. It belongs to the Asia-Pacific regional group
in all international fora and organizations, including the
UN.

Mongolia has substantial and broad-based economic
linkages with the existing APEC members. In particular,
the value of Mongolia's trade with APEC members, as a
percentage of its international trade, is not just relatively
high; it is overwhelmingly high. The APEC economies
account for 89.5% of Mongolia's foreign trade turnover and
50.62% of total FDI inflows to Mongolia since 1990. If we
look at Mongolia's exports, its main export partners are
China, Canada and Russia. These 3 APEC economies make
up 96.4% of Mongolia's total exports. The same is true for
Mongolia's imports. Our main import partners are Russia,
China, US, Japan and the ROK. These 5 APEC economies
account for 76.8% of Mongolia's total imports. The APEC
economies also dominate FDI inflows to Mongolia. China,
Singapore, Canada, ROK, US, Russia, Hong Kong,

Australia and Japan are among the top 12 investment
partners.

Mongolia will continue to supply commodities
primarily to the APEC economies and will substantially
increase the supply in the future. The above numbers make
an overwhelming case for Mongolia's membership in
APEC. Those numbers will also grow further, as we are
now expanding our rail and road networks to better connect
to the APEC economies. This will also serve the broader
goal of expanded trade in the Asia-Pacific region.

The need is stern to diversify Mongolia's economy. A
lot needs to be done to bring our economic development
levels in line with those of the APEC economies. But, what
is important is that we are on the right path. We can best
advance on this path as a member of APEC.

There is no doubt that with its growing economy and
friendly political relations with every single country in the
Asia-Pacific region Mongolia would bring added value to
APEC. Mongolian Foreign Minister's participation during
the last year's Bali summit in the work of APECC for the
first time was an encouraging step for Mongolia to
accomplish her aspirations to become an APEC member.

PECC

In 2008 Mongolia became a full member of the Pacific
Economic Cooperation Council (PECC) as it found that her
membership in the PECC would serve as a bridge towards
becoming an APEC member economy. Since 2000
Mongolia worked with PECC as an associate member.
Founded in 1980, PECC brings together leading thinkers
and decision makers from the governments and businesses
in an informal setting to discuss and formulate ideas on the
most significant challenges facing the Asia Pacific region. It
regularly develops and advocates regional policy initiatives
to support the stable economic development of the region.

PECC's regional community building efforts led to the
establishment of the official APEC process in 1989, the
Council is one of the three official observers of the APEC
process.

Participation in the PECC Process depends on a
commitment to economic cooperation in the Pacific. PECC
participants seek to achieve increased and open regional
economic cooperation and interaction, while recognizing
both the realities of, and the benefits accruing from, global
interdependence and continue to encourage increased
economic cooperation and interaction with other nations
and regions.

East Asia High Level Meeting
Today there are two complementing structures in East
Asia: ASEAN+3 and ASEAN+8 /East Asia High Level
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Meeting/. Some observers say that there is a real
perspective that they may be reunited in the future to
become one single entity. In 2011 the Russian Federation
and the USA became its new members increasing its
membership to 18. Some call this structure as ASEAN+S.
Within the framework of ASEAN+8 important political,
economic as well as cultural issues are discussed; thus
Mongolia is interested in getting engaged too. Mongolia
joined the ASEAN Peace and Cooperation Treaty in 2005,
which is one of three conditions to become a member of
ASEAN+S.

Mongolia as a Dialogue Partner of ERIA

The first ever meeting between Mongolia and ERIA
was held for the first time on 30" of May, 2014 at ASEAN
Secretariat in Jakarta. This meeting represented another
important step by Mongolia to approach the East Asia High
Level Meeting. A congratulatory message to the
participants of the meeting was sent by the President of
Mongolia H.E. Ts. Elbegdorj. At the meeting, Mongolia
was represented by Mongolia President's Foreign and
Security Policy Adviser L. Purevsuren and Ambassador S.
Khurelbaatar. ERIA was represented by the ASEAN
Secretary General Le Luong Min, ERIA's Executive
Director J. Nishimura and members of the Council of
Directors, designated by the ASEAN member states.

The Economic Research Institute for ASEAN and East
Asia or ERIA is an international organization established in
Jakarta, Indonesia in 2008 by a formal agreement among
the Leaders of 16 countries in the East Asian region to
conduct research activities and make policy
recommendations for further economic integration in the
East Asia. ERIA works very closely with both the ASEAN
Secretariat and 16 Research Institutes to undertake and
disseminate policy research under the three pillars, namely
"Deepening Economic Integration", "Narrowing
Development Gaps", and "Sustainable Development" and
provide analytical policy recommendations to Leaders and
Ministers at their regional meetings. ERIA provides
intellectual contributions to East Asian Community building
and serves as a Sherpa international organization. ERTA
ranks the 28th among the world's "Top 50 International
Economic Policy Think Tanks" (the 1st in ASEAN)
according to the 2012 Global Go To Think Tanks Index
Report conducted by the University of Pennsylvania.

Shangai Cooperation Organization /SCO/

Mongolia aspires to actively participate in the political
and economic process in Central Asia and became an
observer state of SCO in 2004 considering that this
organization would give Mongolia an extra opportunity for
its participation in the Central Asian regional economic
cooperation, such as pipelines, road and railway
infrastructures, energy cooperation and banking sector as
well. Since 2004, Mongolia is taking part in all the meetings
at levels of the Ministers for Foreign Affairs, Prime
Ministers and the Presidents of this regional organization.

Conclusion

For Mongolia joining the regional economic, financial
and political institutions has been her utmost goal for the
last 20 years. This goal was reflected in a number of official
documents, including the Foreign Policy Concepts of 1994
and 2011. Nevertheless it is too early to affirm that this goal
was accomplished. For instance, Mongolia is trying to join
APEC since 1993. In this regard some positive
developments are underway. The USA and Canada recently
confirmed that they are supporting Mongolia's bid for
APEC membership. China, which will be hosting the APEC
summit this year and the Russian Federation are also
supporting Mongolian willingness to be an APEC member.

A number of factors played its role in Mongolia's
lagging behind the regional developments. The first reason
was that Mongolia self-isolated from these processes during
the Soviet era. So, de-sovietization and democratization of
Mongolia's foreign relations has been the number one
premise to be integrated into the regional integration. The
second reason was the lack of free market experience and
the conduct of market economy. The third and very
important factor was the economic underdevelopment and
the undiversified economy. Once all these challenges
accomplished, Mongolia is ripe to be integrated into the
regional developments.

Mongolia is home to vast resources of coal, copper,
rare earth minerals, uranium, gold and silver and had 17.3%
growth rate in 2011 and 12.3% in 2012. It is forecasted that
the growth rate in 2014 is going to be around 7%. Mongolia
has a potential to strongly influence the political, economic
and environmental atmosphere of the Northeast Asian
region and it has also a strong potential to be an integral
part of the regional developments.
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Mongolia's Possibilities and Approaches for Joining
Regional Cooperation Mechanisms

B. Otgonsuren
Researcher, Center for China and East Asia Studies, Institute for Strategic Studies (ISS), Mongolia

Mongolia's history of membership in international
organizations began when the country became a member of
the United Nations (UN) in 1961. The Article 3.2.5.4 of the
National Security Concept of Mongolia states that "7The
decisions on joining regional or international integration
arrangements and concluding free trade agreements shall
be made upon research and studies concerning Mongolia's
economic security and economic development objectives."
Also, the Foreign Policy Concept of Mongolia underlines
that in "...seeking to accede in international and regional
economic integration and infrastructure network"
"Mongolia shall be promoting bilateral friendly relations
and develop cooperation with the countries of the region.
Within the framework of this objective, greater attention
shall be given to Asia and the Pacific region, in particular
to Northeast and Central Asia. Mongolia shall take an
active part in the process of initiating policy and activities
on the issues of strengthening strategic sustainability and
regional security"(Article 3.21.4 and Article 2.14.3).

Currently, Mongolia maintains membership and
observer statuses in 9 cooperative organizations in the
political, security and economic fields (Table 1).

In the security field
Mongolia actively participates in the Defense
Ministers' Meeting on Regional Security Cooperation, the

Conference on Interaction and Confidence-Building
Measures in Asia (CICA), the Council for Security
Cooperation in the Asia-Pacific (CSCAP) and has
coordinated several meetings and events in Mongolia.

Moreover, Mongolia has been promoting cooperation
with many countries in order to secure its own security and
development. For instance, the initiative by the Mongolian
President Tsakhiagiin Elbegdorj, called the "Ulaanbaatar
Dialogue on the Northeast Asia Security", aims to make a
contribution in creating conditions of security and
sustainable development in the region and supports
countries to participate in the dialogue. Furthermore, its
purpose lies upon initially acknowledging various issues
such as, the regional integration, environmental protection
and non-traditional threats, by scientific researches and
cooperation' . Mongolia has organized a meeting between
Japan and North Korea in Ulaanbaatar. The women
members of the Mongolian Parliament have also organized
the "Northeast Asian Women Parliamentarians' Forum".

As illustrated in Table 1, Mongolia participates
actively not only in the security type of regional cooperative
organizations, but also those aimed at developing economic
cooperation, such as being an observor in SCO and member
of ASEAN Regional Forum (ARF). In fact, Mongolia is
interested in participating more profoundly in the economic
cooperation organizations.

Table 1 Mongolia's Membership and Observer Statuses in Regional Organizations

Organization Name Organization Type and Status Pa rtil\c/[i(I;Ztgi?)Ea;tatus

In security field
((; lfe%(?ull)lcil for Security Cooperation in the Asia Pacific) Formal and Informal Permanent Member
g }i%]fganization for Security and Cooperation in Europe.) Formal Permanent Member
The Shangri-La Dialogue Formal Permanent Member
In economic field
PECC ) . . Informal Non- Member
(The Pacific Economic Cooperation Council) permanent
Requested membership
APEC (Asi i i i Officially

(Asia-Pacific Economic Cooperation) | Formal and Informal Permanent .

requested membership

Other
SCO (Shanghai Cooperation Organization) Formal and Informal Permanent Observer
ARF (ASEAN Regional Forum) Formal and Informal Permanent Member
FTE? F%)ﬁg for East Asia-Latin America Cooperation) Formal Permanent Member
Boao Forum for Asia (BFA) Formal Permanent Initial member
ACD (The Asia Cooperation Dialogue) Informal Permanent Member

" http://www.president. mn/eng/newsCenter/viewNews.php?newsId=1172 Speech by H.E. Ts. Elbegdorj, President of Mongolia at the Summit of the

Conference on Interaction and Confidence Building Measures in Asia.



In the economic field

Currently, Mongolia is seeking to actively participate
in the regional cooperation mechanisms that promote
economic cooperation. In this sense, Mongolia is effectively
taking part in the process of initiating policy and activities
on the issues of strengthening strategic sustainability and
regional security in the Asia and the Pacific region, in
particular in the Northeast and Central Asia.

Due to Mongolia's geographic location, which belongs
to Central Asia and Northeast Asia, integration or economic
cooperation in these regions are important for Mongolia. In
East Asia, owing to the differences of political regime,
conflict of interests in economic cooperation, competition
between great powers and issues on the Korean Peninsula,
Northeast Asian cooperation integration has not been able
to proceed effectively. For example, the Tumen River
Project, which includes North Korea, has not moved
forward. China, Japan and South Korea hare considering
and researching opportunities for establishment of a free
trade agreement. It resembles how serious their attitude
towards this integration is. Thus, to determine which
cooperation is progressive, it comes down to the ASEAN.
Furthermore, World Bank announced that East Asia has the
fastest growing region in the world.”

ASEAN has become one of the ongoing integrations
in the East Asia and the core of the integration includes
ASEAN+3, ASEAN+6 and ASEAN+Japan. Only 25% of
the total ASEAN trade is domestic trade, while trade with
ASEAN+3, ASEAN+6 account for 75% of total.
Consequently, there is an opportunity to become the third
neighbor in Mongolia's foreign trade sector. Hence,
Mongolia should seek developing cooperation with ASEAN
not only depending on East Asian security cooperation, but
also see ASEAN as an opportunity of economic
cooperation. Mongolia implements certain steps in this field
as becoming a member of ASEAN Regional Forum in
1998, a member of cooperation dialogue in 2004 and signed
the Treaty of Amity and Cooperation (TAC) in 2005.

Mongolia has also active economic cooperation with
China, Korea and Japan. Mongolia is in the process of
signing a treaty of establishing economic partnership
agreement with Japan, while Mongolia has a certain level
of economic cooperation with Korea. In 2013, Mongolia's
imports originated from 137 countries. Import from Russia
accounted for 24.6% of total, while those from China, the
U.S., Japan and Korea accounted for 28.1%, 8.1%, 7% and
8% of total respectively’. In July 2014, Mongolia has
substantively agreed to establish a treaty of economic
partnership with Japan. If Mongolia could manage to show
the world that a large economy can successfully implement
economic cooperation with a small economy, Mongolia
will have the opportunity to increase participation in
multilateral economic cooperation mechanisms with such
experience.

Mongolia is making a great effort in acceding to the
Asia Pacific Economic Cooperation (APEC) and Mongolia
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made an official request for APEC membership in 1993.
According to the Mongolian Foreign Minister
Luvsanvandangiin Bold's speech at the Foreign Ministers'
Meeting of APEC, "APEC accounts for almost 90 % of the
total trade volume and 50% of Foreign Direct Investment
(FDI) of Mongolia". Consequently, deepening relations
with an organization that account for more than half of the
global production is of a great importance to Mongolia. On
the other hand, owing to Mongolia's advantage in natural
resources and geographical location, the projects in
transportation system could play a vital role for developing
the regional economic infrastructure, which increases trade
volume and travel and reduces the scarcity of energy
consumption. Therefore, it could be win-win cooperation
for Mongolia by joining the APEC*. Mongolia has to
consider the criteria of membership as stated in the
Guidelines of the Ministerial Conference in1997, such as:

-To be situated in the region of Asia Pacific Ocean;

-To have active economic relations within the region;

-To have market economic preference;

-To recognize the vision and the principles of APEC.

China will lead the APEC's annual meeting from 2014.
China plans to implement more than hundred conferences
and activities during this period. Hence, there is an
optimistic perspective that Mongolia's neighbor China will
make a progress in the field.

From the research of the Chinese scholars on APEC,
customs duty has decreased from 15.4% to 6.95% during
the years from 1988 to 2008. Specifically, the customs
duties of the developing countries have dramatically
decreased compared to those of the developed countries.
However, for some health, environmental and social
security concerns, APEC has no zero-rate duties and never
announces the duty rates transparently.

Some members of APEC limit the requirements at the
level of foreign investments and transfer of technologies.
Thus, the developing countries with small economies, like
Mongolia, should carefully plan ahead on participation
process and focus on certain directions.

Mongolia not only engages in the regional multilateral
cooperation, but also participates in regional cooperation
mechanisms initiated by China, such as the SCO, Asian
Infrastructure Investment Bank, New Silk Road Economic
Zone etc.

Mongolia is an observer to the SCO. The SCO still
cannot determine its priorities of main functions, whether to
be security or economic cooperation, and Mongolia is still
observing the process. If certain benefits are provided, there
will always be a chance to participate.

China's finance minister, Lou Jiwei said that the Asian
Infrastructure Investment Bank (AIIB) will be as "1+10"
upon learning a lesson from the composition of the
cooperative mechanism between China and ASEAN and is
planning to practice it in other Asian countries. As a result,
apart from the ASEAN countries, Mongolia and Pakistan
were invited to join it as the co-founding members. The

? http://www.worldbank.org/mn/news/press-release/2014/04/07/east-asian-economies-expected-to-grow-at-a-stable-pace-in-2014
* Mongolian Foreign Trade Statistical Analysis and Report (The 4th Quarter of 2013)
* http://bold.parliament.mn/news/categories/929/pages/8837 Mongolia's wish to Accede to the APEC get a step forward.
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bank is expected to mostly be funded by China, with $50
billion and aims to support the infrastructure and
investments of Asian countries. Based on the experiences
of the similar organizations, the initial investment of the
bank will be around 10% of total. The "New Silk Road
Economic Zone" that is initiated by Xi Jinping is aiming to
be funded by the Asian Infrastructure Investment Bank and
Mongolia is interested to participate in the process and
seeks export opportunities to the third markets and to
develop transit transportation corridors.

Conclusion

According to the international relations theory, small
states indeed face the difficulties of their small economy,
heavy external dependence and little influence on

multilateral or bilateral relations as compared to the great
powers' participation in the regional cooperation
mechanisms. Consequently, Mongolia should implement a
plan that considers effective ways to cooperate. From the
researcher' point of view, upon engaging in regional
economic cooperation mechanisms, Mongolia will be able
to benefit from the advantages, such as:
oCreate new markets;
eDiversify economic sources and reduce dependency on
a single country's economy;
eIncreased role in the international economic cooperation
organizations; and
elncreased supply of products and reduced dependency
on great powers.
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Opportunities and Challenges of
the Greater Tumen Initiative (GTI)

D. Irmuun

Director, Division for Promotion and Consultancy Services, Invest Mongolia Agency

Familiarity with the name of the GTI, Greater Tumen
Initiative, is limited. Like the other Regional Cooperation
Institutions (RClIs), such as the Greater Mekong Sub-region
Economic Cooperation Program (GMS), the Central Asia
Regional Economic Cooperation (CAREC) Program and
the South Asia Sub-regional Economic Cooperation
(SASEC) Program, administered by the ADB, GTI is one
of the sub-regional cooperation mechanisms with four
member countries: China, Mongolia, Republic of Korea and
Russia Federation. North Korea used to be one of the
original members, but withdrew its membership in 2009.
Nevertheless, all members have kept trying the North Korea
to re-engage in the GTI cooperation.

The GTI was originated from the UNDP's Tumen
River Area Development Programme (TRADP) in 1991 in
order to develop so-called the Tumen river basin delta area
in which China, North Korea and Russia share their
borders.

In 2005, the original programme, Tumen River Area
Development Programme (TRADP), was reformulated with
the new name of GTI. Geographical scope was expanded
from the original Tumen river basin delta area to the wider
area that covers the area from Mongolia's eastern provinces,
China's three Northern provinces and Inner Mongolia,
Russian Far East to South Korea's eastern coastal cities.
Governance was also changed. The ownership of the
programme moved from UNDP to the member
governments, meaning that the GTI is no longer a sub-
regional programme under the UNDP's direct control, but a
member-driven cooperation mechanism. Last year, in order
to further strengthen execution capacity, the member
governments agreed to transform the GTI into an
independent legal entity by the end of 2015. In October this
year, we expect the member governments will adopt an
official roadmap for the transformation.

As widely recognized, the GTI region have its huge
growth potential with abundant natural resources, huge
population and market, complementarities of industries
among neighboring countries and, among other things,
strategic geographic location that can connect the Eurasian
continent with the Asia-Pacific, and vice versa. However,
the performance of the past 20 year-long cooperation seems
not that satisfactory. Sensitive and delicate geo-political
situation and different levels of economic development
have been identified as the main bottlenecks hindering
advancement of cooperation among the nations. Besides,
mismatching policy priorities between the national and
regional levels can also be pointed out one of the reasons
behind low performance of the GTI for the past years.

20 years ago, in the early 1990s, when the Tumen
programme had been initiated, all member countries had to
concentrate their resources on the development of their core
regions and core areas: the eastern coastal areas in China,

for example. Naturally they had no capacity, if any, to
allocate their limited resources to the periphery like Greater
Tumen River (GTR) region. We could say that the time was
premature then.

However, time is different now. The member
governments of both the central and local levels are now
ready to input their resources to regional cooperation
projects. Political commitment to development of the region
has been upgraded. For example, just a few years,
leadership in all member states, including North Korea, has
been changed. The new leaders of all member countries
have been moving their eyes on the Greater Tumen Region,
which, of course, aims to explore new growth engine in that
region.

With all these favorable political backdrops, GTI is
now actively working on, in particular, developing the
comprehensive and integrated transport network, trade
facilitation and promoting multi-destination tourism, as
well as offering various capacity building programmes in 5
priority sectors, together with its strategic partners like the
UNDP, UNESCAP and GIZ - the German International
Development Assistance agency.

Indeed, GTI has to face challenges to mobilize
resources to conduct priority projects on infrastructure
construction project, which is similar to that of other sub-
regional programmes in Asia. But, the situation of GTI
seems more complicated and serious. While most of the
sub-regional programmes have been administered and
funded by the ADB, GTI cannot fully access to the ADB
resources due to some technical and political reasons.
Russia is not an ADB member. Three member countries,
except for Mongolia, do not hold eligibility status for both
the bilateral and multilateral development assistances.

To overcome financial constraint, GTI has been
developing two unique strategies: local cooperation and
public banks' flagship in large scale infrastructure projects.
Since local provinces in the region share common interests
to develop regional cooperation, the GTI offers those
provinces a Governor-level cooperation platform so that
provinces could identify projects and jointly conduct the
projects through close consultation with the central
government of each member.

The first Governor-level inauguration meeting was
held in Changchun, Jilin province and this could bring some
meaningful outcomes on some urgent cooperation issues,
which include sea-land route connection, railway
construction between the bordering cities in eastern
Mongolia, Far Eastern Russia and Northern China, as well
as the possibility to establish free economic zones in some
border cities in the region.

One of the chief processes of the GTI's financial
resource mobilization could be integrating and involving
the member countries' development and Exim banks. In this
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context, the GTI needs to institutionalize the Exim Bank
Association that has launched in 2013, which could play an
active role in implementing large scale projects and regional
public goods by utilizing their own resources and making
use of their wide global financial network.

In this sense, potential projects amounting to $3.5
billion specified in the GTI integrated transport corridor
study, which was completed earlier this year, would be the
first target for the review of the Northeast Asia (NEA)
EXIM Bank Association. The active engagement of these
banks will be moved upon the reveal of bankable projects
from each member banks either bilaterally or multilaterally.
Just recently, BRIC nations announced to establish its own
integrated powerful development bank to fund priority
projects within its scope and regions and further to finance
potential projects from other nations who has expressed
interests. The first down installment is $50 billion with
further injection, where there is a possibility if GTI Exim
bank association become a one, has a tremendous
opportunity in this region with vast potential from

RKEFEIA =
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extractive to infrastructure industry. But this would require
efforts from each of the banks or the state level to make it
happen and most importantly, GTI should engage actively
through its every possible channels.

Investment comes when the market is open,
government is stable and opportunities are available. Now,
this region has different system of politics but open to all
investors with stable governments and vast opportunities.
Foreign Direct Investment (FDI) has been the major source
and major scene in this region for a few decades. But, the
increasing competitions from other regions, including the
Southeast Asia, decrease of FDI are occurring in this region
due to various reasons including political and non-political.
Therefore, it is important indeed, to promote this region
with full capacity together and there GTI should play the
executive role.

Finally, the GTI has undeniable potential to become
the center of this unique region to boost economic paradigm
between those nations involved if upgraded and peak levels
of participation by the member states are occurred.
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Measurement of the Non-Observed Economy in Mongolia

A. Demberel
Director, Statistical Information, Training and Advocacy Center, National Statistical Office (NSO), Mongolia

1. Background

Similar to other countries, the National Statistical
Office of Mongolia (NSO) has implemented a number of
projects to reflect the activities of informal sector in the
national economy to the GDP estimation step by step.

Since 1997, estimations of the size of the non-observed
economy have been carried out with the support of
international organizations. The first survey was conducted
in 1999 under the recommendations of the World Bank
consultant Mr. Bill Bikales and the informal activities in
retail trade sector (kiosk, small retailers operating in streets
and markets), transportation (taxi drivers), and food
services were added to the official GDP of 2000 for the first
time. Since then, the value added of informal sector was
estimated by extrapolation on the basis of CPI changes and
number of people working with licenses.

The operators who have undeterminable income that is
not required to report to the tax authority were covered in
the Establishment Census of Mongolia, which was
conducted in 2006 and a database of their activities was
created. Based on the census results, the activities of those
operators were classified by the types of economic activities
and their output was reflected to the estimation of GDP of
2006. Also, the previous years' calculations were updated
according to the census results.

For the first time, the NSO has estimated the size of
non-observed economy in the frameworks of N1-N7
applying the "Handbook for Measurement of the Non-
observed Economy, 2002" and the "System of National
Accounts, 2008".

Within the framework of the estimation of the non-
observed economy of Mongolia, the NSO carried out a
number of surveys and calculations. The Survey of the
Household Unincorporated Enterprises producing for the
Market (HUEMs) was conducted in 2012 at the national
level and the survey results were used to determine the total
production of informal sector. In addition, the other
frameworks of non-observed activities, such as illegal and
underground productions were estimated on an annual basis
using the associated administrative data sources.

2. Conceptual Framework of the Non-observed Economy

The non-observed economy (NOE) refers to all
activities that may not be captured in the basic data sources
used for national accounts compilation. The following
activities are included: underground, illegal, informal,
production by household for their own final use, and other
activities omitted due to deficiencies in the basic data
collection programme. The term 'non-observed economy'
encompasses all of these activities and the related statistical
estimation problems. The measuring the non-observed
economy means that these activities are covered in the
system of national account.

Four main indirect methods or approaches are

therefore used here to measure the NOE. These are: (a) the
GDP approach, where the discrepancy between national
expenditure and income statistics is calculated; (b) the
monetary approach; (c) the estimates on electricity
consumption approach; and (d) labor input approach based
on productivity.

(a) With regard to the first approach, it is to be noted that
the usual estimation of GDP may be based on either
production, expenditure or income measures. In the national
accounting system, all three measures should yield the same
aggregates. However, the existence of the NOE may cause
discrepancies among the three and make the income (and
production) measure of GDP the highest. As such, the
discrepancy between an independent production measure of
GDP and an independent expenditure measure of GDP can
be used as an indicator in measuring extent of the NOE.

(b) Meanwhile, the second approach - the monetary
approach - consists of a simple currency ratio method
(SCR), the transaction advanced method and currency
demand method.

The SCR method basically assumes that all payment
transactions in the NOE are realized by using only cash or
currency. The SCR method depends on this comparative
advantage and based on other assumptions such as (a) the
ratio of currency to demand deposits remaining constant
except for changes induced by the growth of unreported
income, and (b) the income velocity of money being the
same in the NOE and in the (official) registered economy,
the SCR is able to compute for and determine the size of
the NOE by using known parameters of the economy.

The transaction advanced method, on the other hand,
assumes the existence of a constant relation over time
between the volume of transactions and the official GDP.
Relating total nominal GDP to total transactions, one can
calculate the GDP of the NOE by subtracting the official
GDP from the total nominal GDP.

For the currency demand method, a fundamental
reason found to cause the existence of the NOE is the tax
burden, such as high tax rates. The main point of the
approach is that the shadow economy is nonexistent, when
tax rate is zero. The assumption is that velocity of money in
the shadow economy is the same as in the official economy

Table 1 Models based on Different Indicators

Price index Note
CPI GDP |Based on the indicators
deflator | four different estimation
. possibilities can be created
Deposit . .
1-1 1-3 |at the regression equation.
rate
Interest
rate
L
4 o] 14
rate
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and computing for a currency demand equation to
determine the excess demand part of the money demand
(which is assumed to grow as the NOE expands) helps
estimate size of the NOE.

(c) The third indirect approach employed by the study -
the electricity consumption approach - suggests that the
growth of total electricity consumption is an indicator for
representing a growth of both the official and unofficial
GDP. The difference between the gross rate of registered
(official) GDP and the gross rate of total electricity
consumption may be attributed to the growth of the NOE.

(d) Finally, the main idea of the fourth approach is that
the not-working population (those worked possibly) is
working in shadow economy with the same productivity of
the official economy.

An analytical framework needs to provide a finer
breakdown, incorporating additional characteristics of the
non-observed activities. The characteristics by which the
non-observed activities may be subdivided into 7 groups
(N1-N7) as described in Table 2.

Table 2 The N1-N7 Framework of the Non-observed Economy

Classification of the NOE Framework

1. Underground
production

2. Illegal production
(drugs, prostitution etc)

3. Informal sector
production

N6 - Producers deliberately
misreporting
N2 - Producers deliberately not
registering - illegal
N1 - Producers deliberately not
registering - underground
NS5 - Registered entrepreneurs
not surveyed
4. Household production |N3 - Producers not required to
for own final use register
5. Other missed N4 - Legal persons not surveyed
productive activities  |N7 - Other statistical deficiencies

3. Related Survey Estimation and Results

The NSO conducted the following surveys in
accordance with the international framework (N1-N7) of
the non-observed economy.

1. Survey of household unincorporated enterprises
producing for the market;

2. Survey on Experts opinion of intentional distortion of
business accounting;

3. Estimation of illegal production.

For estimation of the non-observed economy, several
data sources of different periods were used and additional
calculations were made in order to have the same base. The
survey and estimation periods were as follow:

1. The NUEMs were conducted in the third and fourth
quarters of 2012 and it covered 2011 data. The survey
on artisanal mining was conducted in the second half
0f 2012 and it covered 2011 data.

2. The assessments and estimations of legal entities that
hide their business income were made on the basis of
2010 data source.

3. The estimation of illegal activities was based on 2010
data.

According to the "Statistical Law" of Mongolia, we
measured the size of non-observed economy into 2010 and
made the associated calculations in order to use them for
the Supply and Use Table /SUT/ and Input and Output table
/IOT/ 0f 2010.

1. Household Unincorporated Enterprise for the Markets (HUEMs)

The sampling of the Survey on Household
unincorporated enterprises for the market (HUEMs) was
based on the sampling of the Labor Force Survey /LFS/ and
it was covered by the following criteria illustrated in Figure 1.

The sampling frame was prepared by aimags
(provinces), the capital city, soum', districts, bags® and
khoroos’ based on population data and housing census at
the end 2010.

The estimated sample size complies with survey
budget. The sampling design with an error probability did
not exceed 4 percent at the national level and the design
sampling effect did not exceed 1.5 percent. Sampling of the
LFS covered 12,820 HUEMs; and the Survey on Household
Unincorporated Enterprises producing for Market that was
conducted by the National Statistical Office of Mongolia
covered about 3,008 HUEMs.

We took khoroos of all districts of the Ulaanbaatar city
and bags of aimags as Primary Sampling Unit (PSU). The
secondary sampling units (SSU) were households.

We collected information on activities of the HUEM,
duration of engaging in business, type and condition of the
place of business; ownership and registration of the
business; keep a financial record; selling or bartering some
goods and services on the market.

Figure 1 Flowchart for Identifying HUEMs from Units
Covered by the LFS

Worked hours in the last week>1 Permanent worker but didn’t work

during the last week

Employment status:
Employer

Own-account worker

Activity: Non-agricultural, Yes Legal Status: private

Non-mining unincorporated enterprise
Yes ——
—
Type of private enterprise: Enterprises Yes Type of activity:

with no requirement for income Private unincorporated

enterprise, others

l Yes

HUEMs |

declaration

" Administrative division of aimags
% The smallest administrative division of soums
* The smallest administrative division of districts



According to the survey results, there were 163,600
HUEMSs conducting industrial, trade and service activities,
of which 129,500 units or 79.1% were working in urban
areas and 34,100 units or 20.9% working in rural areas.
Among the surveyed HUEMs, 18.2% were carrying out
industrial activity, 8.0% had construction activity, 44% had
trade activity, and 29.8% were engaged in other service
activities. The majority of other service activities were
transportation that accounted for 66.1% of total.

In terms of the number of household member of the
boss and operators of the HUEMs, 10.1% of total had 1-2
household members, 20.6% had 3 household members,
33.1% had 4 household members, 22.6% had 5 household
members, and the other 13.5% had 6 and more household
members. Accordingly, the HUEMs were providing living
sources for almost 700,000 people, whereas 95.9% of total
HUEMs were carrying out this business as their primary
activity and only 4.1% of them were carrying out this
business as their secondary activity. In the manufacture
sector, the HUEMs of secondary activity were the highest
and accounted for 2,620.

One of the main indicators that show economic
sustainability and coverage is the availability of
professional premises. 49.1% of all HUEMs were working
without professional premises or in streets, improvised post
on the road, garbage area, and at the customer's home or in
his/her own home. But 50.9% of all HUEMs were working
at their professional premises or in shops, public markets
and restaurants etc.

209,900 persons worked in the HUEMs, whereas 68%
of them were own-account workers, 16.6% wage earners,
9.9% boss/employers, 4.6% unpaid family workers, 0.7%
partner workers and 0.2% paid apprentices.

According to the survey results, the HUEMs made

Table 3 Annual Gross Outputs Intermediate
Consumption and Value-Added by ISIC

. Gross | Intermediate Value added Perciag of the
Economic .| Value added total value added
activity output | consumption (Million MNT) per HUEM of HUEMs by

(mln.tog) |(Million MNT) ('1,000 MNT) KIC i
Total 1,663,925.0| 645,359.1|1,018,565.9 6,224.6 100.0
Manufacturing|  188,651.3|  95,699.2|  92,952.1 3,214.7 9.1
Water supply;
sewerage,waste
management 1,064.2 4943 569.9 721.6 0.1
and remediation
activities
Constructions| 104,405.5 22.818.1 81,587.4 6,240.7 8.0
Whole trade
and retail
trade; epair | e 520s| 228,556.8| 558.9656|  7,7574 549
of motor
vehicles and
motorcycles
Transportation | - 406 023.1| 216,003.3| 2100198 6,504.6 20.6
and storage
Accommodation
and food service| ~ 64,601.4|  35274.8| 29,326.6 7,998.1 29
activities
Other 91,6569| 465125 45,1444 35135 44
services

Source: The Report on Measuring the Non-observed Economy 2010,
NSO, 2013
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sales of MNT 2,799.2 billion annually. 68.2% of total sales
of the HUEMs were generated from wholesale, retail trade
and repair of motor vehicles and motorcycles, 15.2% - in
transportation and storage activities, 6.8% - in
manufacturing activity, 3.7% - in construction activity,
2.5% - in accommodation and food service activities, and
the other 3.6% from other activities.

Also, the value added of the HUEMs was MNT
1,018.6 billion annually. Industrial activity contributed to
17.2% of total value added, while trade activity and other
service activities were responsible for 54.9% and 17.9% of
total respectively. Moreover, in 2011, the artisanal miners
produced MNT 19,806.1 million of gross value added and
spent MNT 5,583.6 million the intermediate
consumption(Table 3).

2. lllegal Production
The illegal production shows the N2 framework of the

non-observed economy and it is divided into the following
2 categories by their activity type that:
a. Produces, transports, sell, stores and transfers to others
the goods and services which are illegal;
b. Runs the activities illegally or without permissions
even though the activities are legally accepted.

The illegal activities, such as drug trade, smuggling of
goods and prostitutions which are negotiated between the
two sides of the retailers and purchasers are included in the
production boundaries. But the other illegal activities, such
as robberies which are not negotiated between the two
sides, are excluded from the production boundaries.
Therefore, the illegal activities that are not negotiated
between the two sides are defined as the special type of
external factor and their values are not included in the
national accounts. The drug trade and prostitutions, which
were dominated in the illegal activities, were included in
the current estimations.

Drug trade and consumption: The calculations of the
drug trade were made based on the associated information
and surveys from police organizations and some
administrative data of the Customs Office and health
organizations.

Prostitution: Several surveys conducted by the NSO
and other organizations were used in the data source of
calculating the prostitution activities. For instance, NSO
conducted a "Survey on Sex workers and Sexually
Exploited Children" in 2010. The estimations were made
based on information such as, the total number of
prostitutes, the number of prostitutes who serve foreigners,
and their monthly average income.

3. Underground Production
The underground production represents the N6
framework of the non-observed economy. These are the
goods and services that are produced legally, but
misreported in the official statistics due to several reasons
as follow:
a) To avoid income, value added and other taxes;
b) To avoid social security contributions;
¢) To avoid adhering the statutory standards (for example,
to evade to adhere to the minimum wage, maximum
working time, labor safety and the hygienic standards);
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d) To avoid the administrative rules and regulations (for
example, evade the statistical questionnaires and
administrative registration).

According to the recommendations of SNA-2008, the
hidden or underground economy will cover the activities
that evade the administrative regulations and duties and the
felonious activities will be included in the illegal activities.
For this estimation, the parts who avoid paying the taxes
and social security contributions and hiding their incomes
were covered.

In 2010, 35,276 establishments were carried out their
activities, whereas tax inspections were made at 9,465
establishments. Those establishments were divided into
several groups by their income interval. As a result, MNT
615.4 billion of underestimated output was estimated in
2010 and it was revealed that 48.6% of mining and
quarrying production and 29.6% of trade sector's production
were underestimated (Table 4).

Table 4 Underground Production of Entities that Hide
Business Income, 2010

Total Production | Share of

Table S Size of the Non-Observed Economy in Mongolia,

Sectors (MNT Million) | Total, %
Total 615,385.8 100.0
Agriculture 8,060.2 1.3
Mining and quarrying 299,119.6 48.6
Manufacturing 22,490.6 3.7
E.leCtl”lCl.ty, gas and steam and 1,454.2 02
air conditioning
Water supply; sewerage, waste
management and remediation 1,443.4 0.2
activities
Construction 35,991.3 5.8

Wholesale and retail trade;
repair of motor vehicles and
motorcycles

182,378.1 29.6

Transportation and storage 8,275.5 1.3
Acc.omm(.)d.a.tlon and food 10,190.4 1.7
service activities

Other 45,982.5 7.5

Source: The Report on Measuring the Non-observed Economy 2010,
NSO, 2013

4. Size of the Non-Observed Economy in Mongolia

We stated earlier, data sources for the estimation of the
non-observed activities were of different periods. Therefore,
we made additional calculations to transfer the HUEMs
results that were conducted in 2011 into 2010. The
estimations of illegal and underground production were
made through direct method based on 2010 data.

In 2010, size of the non-observed economy of
Mongolia was MNT 1,332.1 billion and its share of GDP
was 13.7%. 50.9% of the non-observed economy accounted
for informal sector's production, 46.2% for underground
production, 2.1% for illegal production and the other 0.8%
was used for the own final consumption (Table 5).

The size of NOE in construction sector accounted for
35.9% of total that was the highest rate among the
industries. Also, this rate was 34.1% for the accommodation
and food service activities, 28.8% for wholesale and retail
trade, 22.1% for transportation and storage, 13.4% for

2010 (MNT Million)

. Value Informal Househ9ld
Economic Illegal |Production | Underground
activity Added of Secto.r Production| for Own | Production

NOE |Production .
Final Use

Total 1,332,093.1| 678,505.7| 27,1780 11,023.6| 615,385.8
Agriculture 8,060.2 8,060.2
Mining

and 305,661.8 6,542.2 299,119.6
quarrying

Manufacturing| ~ 84,089.5|  61,598.9 2,2490.6
Electricity, gas,

seamandair |y gy 14542
conditioning

supply

Water supply;

sewerage, waste

management 2,230.2 768.8 1,443.4
and remediation

activities

Construction 82,511.7| 39,292.1 7,228.3| 35991.3
Wholesale

and retail

trade; 1At | 550 875.0| 340,6439|  5.853.9 182,378.1
of motor

vehicles and

motorcycles

Transportation| 06 ¢412| 178,565.7 82755
and storage

Accommodation

and food service | 28,266.1|  18,075.7 10,190.4
activities

Oth;r 104,102.3|  33,000.4| 21,324.1 3,7953| 459825
services

Share of

NOE 100.0 50.9 2.1 0.8 46.2

Source: The Report on Measuring the Non-observed Economy 2010,
NSO, 2013

Table 6 Share of the Non-Observed Economy of Total

Economy in 2010
Industries NOE . GDP . Ecz?lfrlny Shtr? ]?;ZOE
(MNT Million)|(MNT Million) (NOE+GDP) | Economy, %

Total 1,332,093.1| 8,414,504.5| 9,746,597.6 13.7
Agriculture 8,060.2| 1,203,348.0| 1,211,408.2 0.7
gﬁﬁrﬁf‘gd 305,661.8| 1,981,970.1| 2,287,631.9 134
Electricity, gas and
air conditioning 1,4542| 174,302.8| 175,757.0 0.8
supply
Water supply;
sewerage, waste 2,230.2 33,051.7 35,281.9 6.3
remediation activities
Construction 82,511.7| 147,178.0| 229,689.7 359
Wholes and retail trade;
repair of motor vehicle |  528,875.9| 1,310,622.1| 1,839,498.0 28.8
and motorcycles
Transportation and | yoc 04151 6502977 846,138.9 21
storage
Accommodation 28,266.1 54,5534 82,819.5 341
Other services 104,102.3| 2,141,249.1| 2,245,351.4 4.6

Source: The Report on Measuring the Non-observed Economy 2010,
NSO, 2013

mining and quarrying sector 10.6% for the manufacturing.
In terms of the NOE composition, wholesale and retail
trade accounted for 39.7% of total, while those of



manufacturing, transportation and storage, construction,
accommodation and food service activities were 30.1%,
14.0%, 6.2% and 2.1% respectively. The remaining 7.9% of
the NOE accounted for the other sectors (Table 6).

5. Summary and Recommendation

In order to conduct this survey, the informative issues
of the previous surveys were revised and all the main
frameworks of the non-observed activities were covered.
Thus, it can be said that this survey was more advanced
than the others. Based on the HUEMs, estimation of illegal
production and assessments of the entities, which hide their
incomes were carried out and the results were combined in
order to estimate size of the non-observed activities.

It was estimated that the size of non-observed
economy of Mongolia reached MNT 1,332.1 billion in
2010 and it accounted for 13.7% of GDP, whereas 50.9%
of the non-observed economy was the informal sector's
production and the underground production accounted for
46.2% of total, while those of the illegal production and
own final consumption were 2.1% and 0.8% respectively.

Hereafter, the HUEMs should be conducted every 5
years. Thus, value added of the informal sector in the
intermediate years can be calculated based on the previous
survey results and the number of units identified by the
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LFS. Also, it became possible to estimate size of other non-
observed activities annually. At the same time, this study
recommends the need for simultaneous use of the electricity
consumption approach and monetary approach as well for
better estimating the Mongolian NOE.
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ITFUHRIEI ) LZBHADPSERT 2 2 LI BN T
b FNEREZED L2021, HiREEOEED Y
TCHY., FZORRPENLIZOIIERE L LETDH
bo M7, BRAEN D Z HIITHIEEE 2 0PI E Y7
BENTWRIRERE D H D, L72A5-> T AHENZ AR
BEEIZOL) BBEEETDLEVTHA I EDEZHTH
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IFFNKIZESI, MEOA XIS THEADES T
W3 L, By THAIE. VORISR ICH 2 5
S LI HAMREZZA, Aot e LTa Y 7 BUFAHR
ZBEICL o THBEALRFRBIZR Y 2 REVEOfRIRE
FoTwh,
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CTHEREZ ) I THRBETOAL VT T R R
HDBHETHY, ZOHBY THRIFHEHEIHHIND
MREMEYEDH 2. FOLIAH, BT L LOREEIRINT
VWD, FEHLTOWLBENH A ),

(ERINAGRARIZE S FALMZEH Hikees)

Y20144E9 H 3 H. "N 7 A7 THNTOAL Y ¥ ¥ a—I2k B,
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SETREESRREE RIERZE%)
2006 2007 2008 2009 2010 2011 2012 2013 [13-1-38[13-1-6H[14-1-3B[14-1-68
02 7 6.3 6.8 0.6 A93 8.2 4.7 2.6 0.3 0.0 0.1 1.1 1.5
BEEFREX 4.2 35.1 A02 7.6 6.5 8.8 3.1 3.0 A19 1.8 10.5 9.2
HAEFE 0.0 0.5 42| A 136 17.6 11.4 6.6 4.2 1.2 5.2 6.7 2.4
HLF vy hihh 1.6 0.6 0.9 A Q2 8.6 20.1 8.9 3.0 1.1 2.0 A 1.1 3.0
BDiEMS 12.6 2.1 14.6 A27 13.6 19.6 12.2 5.2 2.0 10.2 A 87 A2
INN=PFYL. V] A10.7 10.1 AT74 A 6.8 21.3 15.8 11.2 1.7 A 0.1 27 1.1 0.7
7 L— IV 4.7 2.6 11.4 11.4 0.1 25.6 9.0 10.4 21.0 16.1 8.5 6.2
~HE M A11.2 A 90 2.1 5.8 3.3 7.7 7.4 3.6 10.9 5.8 A 96 3.6
VP2 31.1 2.3t A 92 26.6 0.0 2.9 A 41 0.4 AT74 A 32 20.0 16.9
35 Y EAMN 4.2 22.7 18.6] A 18.8 2.3 4.1 2.0 A 42 5.6 A 19 8.7 15.3
Fa13dbHAREX A9.1 A23 77.4 16.3 A 97 A 6.5 A7 18.0 A 37 A 18 81.7 87.0
() (O 7H#HEHESE (2012%FkR. 2013F R ] ; (A2 7 DH B EES (20133, 6. 9. 128 ;20145 3. 6 A)] (AL 7EHEMERMET)
BEEEAREERRE (FTERLALE%)
2006 2007 2008 2009 2010 2011 2012 2013 [13-1-38[13-1-6H[14-1-3A[14-1-68
02 7 16.7 227 99 A 157 6.3 10.8 6.6 A 02 0.1 A 14 A48 A28
BHREFHREX 2.3 18.9 11.7 7.1 6.1 265 4148 A 195 A215] A209 A70 A 67
HAFEAE 2.1 92.2 14.0 94| A 362 36.9 10.2] A 104] A 260 A 139 7.2 1.7
HLF vy hihh 5.2 335 5.4 27.7 18.7 A 40 58] A 100 4a592] Aa442 206] 4153
BiEMS 6.4 20.6 415 74.3 21.3 34.1 A 410 A452] A506] 4511 A 68 8.6
NNXOT A% 8.7 229 9.9 8.1 52.2 78] A 113] A 2.2 A82] A180 A 46 A55
7 L— IV 5.1 38.9 24.1 A 114 19.5 31.3] A 200 A29] A145 A 21 A 408 A313
~HE M 239 28.7 15.1 A02 A 0.1 4.6 21.3 8.9 72.2 325 A 383 25.4
HNJ M 03] A 18.1 A55 A246 11.2 32.6 A 381 A25 A34] A112 08 A 108
a5 Y BAEMN A 12 20.3 45] A 163 2.0f% 216] A 115 Aa523] A69.1 A 55.0 299] A 116
Fa3dbHAEX A 38.6 1.6 29.5 61.9] A 66.1 70.3 51.6] 4443 15.4 23.00 A 132] A653
() (O 7HETESE (2012%FkR. 20134EkR) | ; [BREPEX OB FEE (2013%F)] ; (AL 7 OHSRHEES (201354, 7H 5201454, 78)] (A
> 7 EFRERBEETT)
AGEERTEEERRE (TR %)
2006 2007 2008 2009 2010 2011 2012 2013 [13-1-3B [13-1-6H [14-1-3A[14-1-68
0> 73&5 14.1 16.1 13.7 A5 6.5 7.1 6.3 3.9 3.9 3.7 35 2.7
BEREFREX 12.9 11.2 10.6 0.7 3.7 53 4.8 4.9 4.2 4.5 2.8 2.3
HNEHE 8.6 7.4 7.6 2.1 3.6 2.7 2.6 4.5 0.9 2.4 2.3 2.0
DLF vy H#E 10.8 12.8 9.4 1.6 3.1 5.0 2.6 0.1 0.4 0.2 0.8 A 09
BES 12.9 11.8 9.9 A23 2.2 35 4.4 8.3 5.6 7.3 3.6 33
INN=PPYE. V] 13.3 15.3 7.9 3.6 6.2 6.4 4.9 4.3 5.9 5.8 4.2 4.2
7 Ls— IV 13.7 12.0 12.8 A25 6.0 18.7 14.3 5.4 7.2 5.7 4.4 2.4
THE M 9.6 10.0 3.1 A 03 4.4 5.5 6.3 6.2 9.3 8.9 A 14 2.6
YN M 22.1 7.9 20.0 25 1.3 2.2 1.4 2.1 0.7 A 03 0.5 AQ02
34 Y BAM 5.4 6.1 8.1 1.9 2.7 A58 4.2 A 09 2.3 0.6 A7 A28
F1aAMEEER 6.4 12.9 55.9 3.2 8.2 1.6 A 86 A 96 A 50 A 382 A 44 A 83
() (O 7HEHESE (20124FkR. 2013F R ] ; (O 7 DOHEEES (2013 3. 6. 9. 128 ;20145 3. 6 B)] (A 7EMERKET)
HEEWHLREE RiIE12B1%)
2006 2007 2008 2009 2010 2011 2012 2013 [13-1-3B [13-1-6H[14-1-3A[14-1-68
0> 73358 9.0 11.9 13.3 8.8 8.8 6.1 6.6 6.5 1.9 35 2.3 4.8
BEEFHPEX 8.8 9.6 13.6 9.7 7.7 6.8 5.9 6.6 1.9 3.4 1.7 3.7
HNFEHE 11.9 9.0 12,5 8.2 6.0 7.0 5.4 6.0 1.6 3.0 1.7 35
DLF vy H#E 11.6 10.1 14.8 10.7 10.2 5.8 5.6 6.3 1.0 2.5 1.2 3.0
BB 7.1 9.7 13.5 9.5 7.0 5.6 6.0 6.3 2.1 34 1.9 4.1
INN=PFYE. V] 8.7 9.8 14.1 9.5 8.1 7.9 5.4 6.3 1.9 35 2.0 4.0
7 L= IV 9.1 9.6 14.1 9.6 9.4 7.6 7.2 7.7 1.8 3.7 1.5 3.4
THE M 8.1 13.3 19.3 13.4 8.5 9.2 8.7 9.0 2.8 4.3 A 1.0 1.1
YNAU M 10.4 11.8 13.1 10.7 10.0 6.4 6.0 6.5 1.8 4.0 1.6 3.6
35 BARMN 5.5 11.7 15.0 12.2 9.5 8.9 6.5 8.5 25 4.1 1.7 3.8
Fa1IMEAEX 11.2 7.5 9.9 17.2 1.4 5.4 6.0 5.2 2.8 2.9 2.7 4.0
() [OY 7HETEE (BER)) ; (OP70HSEFRIES (201363, 6. 9. 128 ;2014 3. 6 A)] (O 7EHRERMKEF)
KEHEMEREE FIERELE%)
2006 2007 2008 2009 2010 2011 2012 2013 [13-1-3B[13-1-6H[14-1-3A[14-1-68
02 73 14.1 13.1 3.8 1.8 5.4 1.2 5.8 37 5.0 5.2 A 1.8 A 23
WEEFEX 12.1 10.6 3.4 4.0 35 1.5 4.9 4.7 6.1 5.7 A 38 A7
YNEFE 6.1 5.1 8.6 1.7 2.9 3.4 5.9 26 2.9 1.1 29 A 44
HLF vy hFE 7.1 8.8 4.9 3.9 3.2 A 038 3.6 0.6 4.4 4.9 A 55| A57
BB s 15.0 10.6 4.0 6.5 5.5 2.9 5.1 5.9 8.0 8.9 A 38 4.0
INN=PFYE: V] 14.3 12.1 A 49 8.4 4.7 A28 2.7 4.5 6.6 55 A 727 A 09
7 L— IV 10.3 19.6 11.5 A55 0.4 12.9 13.3 26 4.0 3.6 1.7 A 39
THEN 9.1 6.8 1.0 25 3.8 A 20 10.5 6.2 2.0 7.2 A 74 A22
YN N 14.1 12.4 6.8 A 0.6 A22 A 3.1 A 13 12.7 11.9 8.5 2.0 A 63
35 HARMN 8.3 5.5 12.0 4.7 35 A 32 2.2 A 0.1 0.6 1.5 1.5 A 95
Fa1IMEBEX 7.2 4.4 5.2 A 8.1 6.0 9.5 59| A 156 A 25 A 22 A 58 A 6.1

(A0 (O 7HETFEE (20105FkR. 20124k, 20135FhR) | 5 (O 7 OHRHEEFES (20135 4. 78 ;20145 1. 4, 7 R)] (AY 7EBERFET)

* FUE | R

FHRAEREESR L—TN)

2006 2007 2008 2009 2010 2011 2012 2013 [13-1-3H [13-1-6H [14-1-3H [14 - 168
O 785 10,634 13,593 17,290 18,638 20,952 23,369 26,629 29,960 28,788 27,339 30,057 31,509
HBREREX 13,711 16,713 20,778 23,158 25,814 29,320 33,584 37,357 35,608 33,876 37,704 39,469
Y NEE 16,168 19,409 23,816 26,533 28,708 34,052 39,916 46,162 43,411 39,825 45,844 49,139
DLF vy hih 18,541 21,815 27,254 31,570 35,748 39,326 43,552 48,591 47,641 43,812 49,577 52,284
BB 10,903 13,174 16,805 18,997 21,889 24,423 27,445 29,970 28,419 27,282 30,488 31,693
NNOT R #F 12,888 15,884 18,985 20,455 22,657 26,156 31,076 33,819 32,095 30,707 33,352 34,835
7 L— IV 11,111 13,534 16,665 19,019 21,208 24,202 26,789 29,895 28,797 28,037 30,015 31,449
IHEM 17,747 22,102 28,030 32,657 36,582 41,934 49,667 57,101 55,374 52,797 55,446 58,812
pRAVPR )| 18,842 23,346 30,060 32,626 35,848 38,771 44,208 48,438 46,509 45,792 52,810 53,238
ERRA-P=Y 9,529 11,969 15,038 16,890 19,718 22,928 25,067 27,154 26,117 24,869 27,305 28,591
FaabEBER 25,703 30,859 38,317 42,534 46,866 53,369 60,807 70,191 67,783 65,035 71,352 75,399

(WD) (B2 7HEFE (20105FhR. 20126, 20135FhR) | 5 (O 7 OHRHREEES (2013%F 4. 78 ;20145F 1. 4. 7 B)] (AP 7ERERKET)

27 —
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T3
EYINVEFRITIEHEILRLTWED, ZOX—RIZ
AU—=F7 L TwWb, HROFTEERERHIT 6 H2HIK
TRIRO TS, EEOREAMITHE L, WAMmZIELO L
THHEZEYMD LAZ D726 L TWa,

< 7 OfFEEE

20144E 55 2 U 1] 0 GDPRK & 22 13 i 4F [F W] Jh3.8 % T
WA DT75% 72 ST L7ze FEFREM CIIRIHIL 2 %
DHINE o720 TRIC K o T0IMEFT L0 B ERITHI4E
FEIHI53% &7 o720 SEEEBRLIT L AL ETORFLR
MM CTH o 720 BEEEAREBIIHEF O 3570 1%
L oze THUIRE BRI DO KIS % i B3PI H
%% (FDI) ORAICE B DTH b, 82 MWEH XN
B IEREE TR R IES6 %R & 72 > TV B,

LTS REHIL 6 A2 ST 2 h0. HisER H 149,
7 HICF41%%. 8 HICHIL8% M E e o7z 1L A LS
TOBMESE L NI FECTAEFIIIERY 2 TE > Tw
5o SEMMIE. SREA GRS & EIMOAERIC
FoT, MEZMBLTEL, L2LZokEHL., 8H
WA AR DEERFAI X o THTFER A R122% W & & -
720 1 — 8 A B JE gl A w1 Wi 4E 5] B 2 55.5% L Al Y 470
FN=VLWVTHo7ze F 72 RIRFEIZ SRS 85 o A PE 1L R 4E [H]
W#42% ERY . 655400 k ¥ THh o720

BBk 3 B1320144E 6 A K T33900A. 8 HEK T
32900\ TH o720 ZHIFTIL, BHRERVCTEIIBITS
HOFHEMOBEMZEE2DDTH %,

T2 E WAl - H-21320144F 6 AICHI4ER A 129%. 7
AZ149%. 8 AICIA13.7% Tdh o 720 W Z WAl % H
9 52 TomH TR LA LTS, #E Ny VT
O FEGREII T B Al A% A M Ofitg EAEZ b6 L
TWbo 20144E 7 HOXPKRE FIVEE AL — ME 1 Fv
=1344 b » 7 )V 7T, BiER H H25% O Wi Td - 72,
SHIZESIZFLE62: » 7V 7 IZHAli LT b,

20144F LW o B R M BOREZIE24106 ~ v 7V 7 Dk
FThotlo LIL. 7HIZS0E v 2727, 8 HIZ80
BhorVroEnEnBEeiikl. 1 -8 AR

FETIXL530M PV okg s o720 FBIE A, BEBIXA
AR %67 % L1l o 7248, W B b B4R R &
10.3% kLl 72, #FWHBHOBEKIZE Y, 1 -8 Aok
NI ERBUIRTAE R % 13.3% T 1l - 720 WFBGZ o B,
- = 2~0LM, Bix - fili4, ) AT S
SN EDOBINC X 50 ) AT 5 S&FIH
WIS HITAE A %2904 % Y. 116268 b v Z v, 6500
Pk ios

BERUER

20144F 6 AR\ E (M 2) J108 N » 7 27,
5541 FV T\ WA R % 21% LInl 5 72,

20144F 6 A KO l& 5= AT E R 2 43% 110l %5 12.39K
by NG, GTMER LV E R 5T L L. BEEREROM
ORI ARG EMOBORICE Y. 7 AKIZIEM4%. 8 AK
121326% EETF LCTWb, F ¥ TVEAT (FROugAT) 1o
FET HEORERIL. 7 H3IHIZLSKRA Y Myl & RIF s
TI2% &% o720 8 HRDOARBEMILFIZS %IZILE 5T
WA, AREMOEHIWAERMEZ My 7V FETT
334%. K FVETTI25%. ThZR k> Twab,

HEES

20144F 1 — 8 O E B RANLT2ME PV T, BRI %
31% LAl - 720 SHNIE SRS 8L & oz sh
T, WIAERM %2 32.3% L6l - 7225, i AZFDIO KA & i
BORMIZ X B8 AMEO EFICE 0, BiER%154%
Tl 72 #ERE LRI ORFIEEER B 0166 F
b, 230005 RVIZHR/NL 72,

HE & O™ 5 HUI44E F VT, 2KD61.2% % 672,
ay7EDEGHEIIUE FVT, &HRDI51% TH 720
SEFE MO EIINC X o THE & o7 5w 4E R I
25%HIML72e BT & DBBHIIS%IETH - 720

E Y INVIZTODOE R BEE & ORFENE D X iRk
LEI)ERSTEY, REOE Y, T—F YWEHKDE
YINEIMIE, FOOOREELR B THoT, BT
v EENE [ ERE T E ] (SN L. 20204E F C
W ER O™ 58 %2 1006 FVICIERT 52 EICAE LT

(ERINAGRAWFFE FAENFER  Sh. = 7 3% L)

20105 20115 20125 2013% | 2014%1Q | 20145§2Q |201451-68 | 2014568 | 2014578 |20144%88

KEGDPHRRE (WaIERLE: %) 6.4 17.5 12.6 11.7 7.5 3.8 5.3 — — —
ST E4ER CIRiEREALE: %) 10.0 9.7 7.2 16.1 4.6 — — A 40 A 41 A 118
HEEDME LRE CIRiERTALE: %) 10.1 9.2 14.3 10.5 12.3 13.5 12.9 14.6 14.9 13.7
BEREEE(TA 38.3 57.2 35.8 42.8 34.3 33.9 33.9 33.9 34.7 32.9
HRIVEEL— b (kv TILY) 1,356 1,266 1,359 1,526 1,746 1,807 1,777 1,825 1,844 1,862
BHgHeE (M2) OZ{E aiERLHLE: %) 63 37 19 24 36 26 26 | 26.27439431 25 21
BEZEDOEL CIRiERLALE: %) 23 73 24 54 54 43 43 43 34 26
AREHELLE (%) 11.5 5.8 4.2 5.0 5.0 4.6 4.6 4.6 49 5.0
BBIZ (BHUSKIL) A 292 A 1781 A 2354 A 2089 A9 A 135 A 144 54 A 64 185

i (EBUSKIL) 2,909 4,818 4,385 4,269 987 1,494 2,481 559 460 636

A (EBUSKIL) 3,200 6,598 6,738 6,358 996 1,628 2,624 505 524 451
ERHBURE (HE~y TV Y) 42 A 770 A 1,131 A 297 A 159 A 82 A 241 A 134 80.0 8
ERE X (%) 345 347 1.7 A13 18.2 215 18.1 — — —
ERKEE Y (%) 31 11 6.3 A 05 A 26 A70 AG7 A130 A15 11.0
BREFETH (%) 4955 A 937| A 341 848 A640 4460 A530] A590 — —

(F) HEEDMLAE, ERAFEY. ESHEE. BBRES. TREELRGERME. HBL — b IHPFHE,

(R EXJNVEFRKER [T JHEEE]. [T JUREAR &5 @



R E
v 7 O EEm

WESAT (hgT) 259 A 4 HICAE L 7220144E 45
2 O R GEHE) & FHI R TR E05%
(4EERIE20%) T BIHIOF09% 2 ST L7ze FTEIH
HANC B & N Tl el 2 3 Hd 17 0.2 % T Hi Y
D01% % 5~ 4 F AN U 720 [ EATE I [ A0.2%
Ty REFYHIHORZ2% PS5~ A F AR L, ZOW
RCIE, BRFEEILF04% TRIM OFHS1% 2 5K & <K
TL7ze —J7 & IEFLI% TRl o R A19% 25
T AN L7z HNETH DM - ¥ — C ADMHIIFLT%
THIMID[1.5% % L[l - 72,

2014445 2 U 00§k T2 2R BEFR AL O OV (L ZR B AR 3
TR ALL% & 0. FIIOF03% 2 5~ A F A1
g U 7o B R CIEFHIFH AL T, 20144F 6 F IdH1H H2.7%.
8 HIZMI12% & 7> T\ 5,

20144E 45 2 PUE I 0 R R IIF MM TIT% L 2 D
WO [3.6% % Lol - 720 R TIEE U < FHgHEA T,
20144F 6 H1336%. 7 H1334%. 8 H1335% & 72> T\ b,

2014445 2 RO BN AIMFA ) 132644 F v
DERFETH -7z, HRTIE, 201446 Hiz66fE M., 7H
369 FLVDZENZNETTH D,

X RVEEL — MI20144E3 HIZ1 Fv=10717 * ~.
4 FIZFL043Y + ¥ 5 AIZf1024 4+ ¥ LR L T2,

WA L A-303 6 A ICHTAER T H1L7%. 7 A2
16%. 8 HICH14% LB L T 5, AEZWM -5
1& 6 FICHT4ER A H0.1%., 7 BIZM02% LR LTV b,

SHDEE
FEGUTIZ 7 AI0HISREFRE L 25K L. 20144E DK
RR238% & L4 HKED40%» O T HIBIEL, 72
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20154 E DR FIZ40% Ty R1E 0D 4 HD42% 75 T H1iE
IELTwa3,

20144E O PR FEEHNICR S & NHEIIRH
HEA2.3% CTRIED20% % L% & FLAATW S, 72,
BB TR E AT % Ty HitE DO AL5%H 5 7T AIZ
B2 LLTw5h, BEREEIZLT% T, BIEDT% 5
KELKEFTEELTVE, HETHDHHIZ61% T,
Hi4EDA5% % L2 L LT\,

F72. 2015FE O FHERRE 2 FRHEICR 2 & REH
H1336% ERFIMPBLE LTS, T, HETIERE
i ¥ & 5363 % T, 20144F % Elnl ), BHHEEIZT0% T
20145E A DKEZRHEFET B L LT 2, 4 TH 28
1375% T, 20144F% L% & LT 5,

JFEHIT20144E 121335 % T0134ED31% 5 5 LHT 5
A5 20154E1CIE33% IR T T 5L LTWwWb, BHBHKD
BANZ20134E3975 A 6. 20144135005 A 20154E1345)7
ANETERT B & RAATV S,

—Ji HEZWM LA FIEREDOLI% A SHmED,
20144E12131.9% & 7 Dy 20154EICIZ X HIC LA L T27%
LB ETFUL TS,

EER < BUAIRR

4 H OIREMY 7 + V5% Fif k28I, WEOBR
BEAEZRERO TV S,

BIROKRD L [EAHRARENRE K] ~OHA - IR
O 52 RY . EXOGEREIIH AT TBY)., T/
H5H 3HURE B RIE—1b B LTy,

FEMEDS TR R E LTH B L7241k + Y B
B 2 &t i KA R S, o RE Lasal
Voo TB O, RFEEELC D M R EEIVE LRy
WRREZRoTnS,

(ERINAGRARZE R AR hEWR)

2009%F | 20104 | 20114 | 20124 | 2013% |13%7-98| 10-128 |1451-38| 468 |2014%6RA| 7R 88
KEENHEE (%) 0.3 6.3 3.7 23 3.0 1.1 0.9 0.9 0.5 — — —
RIGHBEZH (%) 1.2 4.1 2.3 22 22 0.9 0.6 0.1 A02 — — —
EIEBARTRK (%) A 10 5.8 A 10 A 05 4.2 1.1 AQ7 32| A02 — — —
ST EAEERR (%) A Q.1 16.3 6.0 1.3 0.4 0.1 1.9 03] A1 2.7 1.2 —
KEE (%) 36 37 3.4 3.2 3.1 3.0 3.0 3.6 37 3.6 3.4 35
BEHINE (BEHUSKIL) 47,814| 47,915 29,090| 49,406| 80569 23,877| 24,618| 17,745 26,428 6,647 6,860 —
it (EFUSKIL) 363,534| 466,384| 555214| 547,870 559,649 136,791| 146,367 137,590 — — — —
#A (BBHUSKIL) 323,085 425,212| 524,413| 519,584| 515,586| 126,034| 133,062| 132,378 — — — —
ABL—b(71>2/USKIL) 1,276 1,156 1,108 1,127 1,095 1,111 1,062 1,069 1,029 1,019 1,021 1,025
EEEYME (%) A 0.2 3.8 6.7 07| A16] A14 A09 A06| AO01 0.1 0.2 —
HEE WM (%) 2.8 3.0 4.0 2.2 1.3 1.4 1.1 1.1 1.6 1.7 1.6 1.4
#EfHiFE %% (1980.1.4: 100) 1,683 2,051 1,826 1,997 2,011 1,997 2,011 1,986 2,002 2,002 2,076 2,069

(F) ERREE. RICHBRZH,
ER#ERE. RICHEXH,

(A7) BERT. MELTR

BEEBFRK. ShTREERBIATHALLMUE, EEEYM. HEEVESAERPLATE, HERZIIHRE
BEEEATN. ShTHREEER. KERITHRAEE
ERREE. RICERXE. BREXRTE. £EEMMIS2005FRE, HEZWMIE2010FEE
BRINFZIZIMFAR, BHA LEEN—2Z
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HHRITIRARSNE (b=hs)

EHEICH T IRESEFEEEROTN

20144 5 A15H A [l i) 12 X, Jewiseci
20135 HZA LD, RERLEITRIIBVTHBHREA
DEFERYEOE LI N TnE LT L7,
20144 4 A30H %8 TolfEhds@E] [ Xiud, S&EEE
1 AL 20134E 10 7 1 S 1E PRl Ak T35 % 35 1 L 72 B
2. HEBEOBERIIOVWTRE 2TV, BOPMR R
KBS 5 AREOHBIIZOWT S BAAWICIREE 4T
VW, 20144F 4 ASOH ITIESERE L 729l 2 e L T 5,
ZoiEh [FAfEhIumiE] (XEES AL TEIRTE
WERFHEAETORBEBULHLE, FA29H R CHYE
REF ORHBIBE 2R TV 5,

TEMZRMAZ TEER

201446 H 4 B Tolfrak) 12 XA M4 5 H21H,
SRR EE R CTEER T, B LIRR A # 2 7243
AL, FRFMOFEEENE SN,

FREE, BT O 2 521 ¢, ORI HEE
AL M FASEE L 72w bid THes mEb iz i oo kst |
Thbo HHEFFE BRAGRS EESMREY0 33—
ZAZRI400 N B ARERICHIIOAN DFEDEE L TE Y.,
MEIANEIRZOBRIITRCEETITDRh b DI &7

IR - AR X CEEN SRR, EITH

20144 6 H11EAT TlfEdrs] (2 kAU, 201242121 »
DIGE o7z, ILEEOTEHHAR, “FEHEAR, FIHE—i % B2k
LTEESAHTAY ¥ — VO RERERZ DL ) 4,
FyXYFEK Y, TV AEERECCERNEERET
LEEMEERERT STV s MAS 20154E10 H 0Bk
FEEAIETORFE F TOER L BIEL TED LN TS,
SEIN AR DA RE HAZI320174E 4R 5 T+ . 20204E12
LI bT SESFLARMLHEABK S AET
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