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	X Foreword

One of the most enduring social issues in Mongolia has been informal employment.  Far from being 
unique to this country, this problem is a common feature of developing countries, one that requires 
appropriate solutions.

In 2015, the International Labour Organization (ILO) passed the Recommendation on the Transition from 
the Informal to the Formal Economy, 2015 (No. 204), which provides strategies and practical guidance 
on policies and measures that can facilitate the transition to formality and the protection that come with 
it. It  acknowledges that most people enter the informal economy, not by choice, but due to a lack of 
opportunities in the formal economy and an absence of any other means of livelihood.

The Government of Mongolia implemented the Informal Employment Policy in three phases from 2006 to 
2015. Although no specific policies or programmes are being currently applied to formalize the informal 
economy, important policy documents, including the Government Action Plan for 2020–24, the State 
Employment Policy for 2016–25 and Mongolia's long-term development policy “Vision–2050” contain 
such provisions concerning informal employment, such as the registration of workers in the informal 
economy and their inclusion in social insurance.

Informal workers continue to face many challenges in exercising their fundamentals labour rights, 
including, among others, freedom of association and the effective recognition of the right to collective 
bargaining; the elimination of forced or compulsory labour; the abolition of child labour; and the 
elimination of discrimination in respect of employment and occupation – as well as other rights such as 
the right to a workplace free of violence, and safe working conditions.

This survey was conducted in the right timing with purpose to collect information and data on the 
informal economy, including during the pandemic period, which will help the Government to develop 
and implement policies and measures to facilitate the transition from the informal to the formal economy.

“The state of informal employment in Mongolia: Survey report” presents the key findings and 
conclusions, particularly it depicts the general picture of informal employment and reasons for informal 
employment; identifies the opportunities and ways to formalize the informal economy; and informs 
about the prospects and expectations of informal workers, including business owners. In addition, the 
survey examined the impact of the global COVID-19 pandemic on the employment, enterprises and 
livelihoods of informal economy workers, as well as the effectiveness and accessibility of government  
responses to the pandemic.

The survey was conducted by the Research Institute of Labour and Social Protection under the Ministry of 
Labour and Social Protection, with technical support from the ILO. We would like to thank the members 
of the working group who provided valuable advice during the survey, including the Confederation of 
Mongolian Trade Unions, the Mongolian Employers’ Federation, the National Statistics Office and other 
organizations.

We hope that the results and recommendations of this study will help to promote the development of 
policies and programmes aimed at improving working conditions and resilience during crises, thereby 
positively impacting the lives of the hundreds of thousands of people working in Mongolia's informal 
economy.
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We invite you to acquaint yourselves with the research results and, where appropriate, to use them in 
your work . Please send us any comments and suggestions you may have, and cooperate with us to 
advance our joint endeavor for decent work for all.

Ariunzaya Ayush 

Minister for Labour and Social 

Protection, Mongolia

Chang Hee Lee

Director of 

ILO Country Office

for China and Mongolia

Philippe Marcadent

Chief, Inclusive Labour 
Markets, Labour Relations and 

Working Conditions Branch 
ILO
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	X Executive summary
Introduction
This report presents the results of the 2021 Informal Employment Survey for Mongolia, conducted in 
April 2021 by the Research Institute of Labour and Social Protection (RILSP). The survey data are intended 
to support planning and implementation of the Government’s informal employment policy, at the same 
time they clarify the impact of the COVID-19 pandemic on workers in informal employment. 

The survey applied a quantitative survey questionnaire to collect data from a random sample of workers 
in informal employment in five regions of Mongolia. The random sample included 3,000 respondents 
representing a target population of about 195,000 non-agricultural informal employment workers, as 
estimated in the 2019 Labour Force Survey (NSO, 2019).  

Apart from the survey, this report also relies on qualitative research, including group interviews and 
analysis of secondary data source documents.

The survey used telephone rather than face-to-face interviews to collect the survey data, in the light of 
the pandemic and the quarantine restrictions prevailing when the survey was conducted. Qualitative 
surveys, including group interviews, were conducted online with the participation of government 
policymakers, tripartite stakeholders, and specialized researchers and scholars.

The 3,000 sample informal employment workers fell into the following categories:

 X 49.7 per cent lived in Ulaanbaatar, and 50.3 per cent lived in rural areas (Western, Central, Eastern);

 X 44.0 per cent were men and 56.0 per cent were women; and

 X 7.3 per cent were informal sector employees, 42.2 per cent were own-account workers and 50.5 per
cent were employers.

Summary results of the survey
• Working conditions and characteristics of informal employment
The survey reported that more women workers than their male counterparts were self-employed, but 
more men than women were employees in informal employment. Employees tended to be younger 
than self-employed workers. Employers typically were better-educated than either own-account workers 
or employees. Slightly more than half of informal employment workers were in wholesale and retail 
trade, while about a fifth were in manufacturing. Other sectors reporting a significant share of informal 
employment workers included transportation and storage, and hotel and food services.

Informal employment was relatively stable. The average number of years in informal employment was 
11.8 years, and 64.8 per cent had been in their jobs for at least eight years. 

The most commonly cited reasons for being in informal employment included personal desire or interest, 
difficulty finding a formal job, and lack of alternatives. Women in particular were more inclined to cite 
own desire or interest as the reason they were in informal employment. Men were more inclined to cite 
difficulty finding a job. Most self-employed workers said they were in informal employment because 
of own desire or interest.s the reason they were in informal employment.

Rented or owned business premises were the most common places of work among the self-
employed. There was some difference by location: in Ulaanbaatar, a plurality of self-employed 
workers worked in rented business premises; in the rural areas, a plurality of self-employed workers 
worked in own-business premises. 
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Most informal employment workers reported having permanent jobs, although a wide gender gap was 
apparent in this regard: 82 per cent of the women reported permanent employment, as opposed to only 
39 per cent of the men.

Respondents reported the lack of formal contracts as one serious issue: 75.5 per cent either had no 
employment contract or only an oral agreement with their employer.

The main advantages of informal employment, according to workers, were flexible hours, good salary, 
and suitability in light of their skills. The main disadvantages cited were inability to qualify for social 
protection, unstable wages, and poor access to health services. Among self-employed workers, the 
main advantages cited were flexible hours, profitability, and the opportunity to work with family. The 
main disadvantages cited were the instability of revenues and earnings, the inability to enrol in social 
protection, and the lack of job security.

Among self-employed workers, about one sixth said they had difficulty accessing loans, primarily 
because of insufficient collateral, strict official requirements, and high interest rates. Most who were able 
to obtain a loan did so from formal sources (commercial banks and non-banking financial institutions). 

The average reported earnings of informal employment workers was 1,709,000 tugrug (MNT), though 
this was significantly higher for employers compared to own-account workers and employees, and 
higher in Ulaanbaatar compared to other regions. Among employees, two fifths were not paid according 
to a fixed schedule. 

Informal employment workers worked long hours: 58.1 hours per week, on average, far longer than the 
normal work week of 40 hours specified in the Labour Law.

Only a small number of informal employment workers reported an occupational injury, and only one 
twelfth of workers reported having faced workplace disputes, mainly concerning salary and rent 
payment.

• Supporting transition of informal employment workers to formal economy
Most self-employed workers said they did not face any problems in their business. Those who did report 
problems cited concerns regarding taxes and fees, professional inspection organizations, and issues 
with workplace owners.

Most self-employed workers expressed optimism with respect to their businesses, especially employers, 
four fifths of whom believed their business was promising.

Relative interest in formalization. Most informal employment workers said they were interested in 
formalizing their status, though this attitude correlated to their respective employment status. The 
greatest interest in formalizing was expressed among employees, followed by employers, and then own-
account workers. Among self-employed workers, those who were younger and who had been in business 
a shorter time were more likely to express interest in formalizing. Among self-employed workers, those 
in transportation were significantly less likely to have an interest in registering their business, while those 
in construction, manufacturing, and “others” were more likely to have an interest in registering their 
business. while those in construction, manufacturing, and “others” were more likely to have an interest 
in registering their business. 

Perceived advantages of formalization. Among self-employed workers, the benefits most expected 
from registering their business were increased profits, sales and customers, and expanded activities and 
the creation of more jobs. Among employees, the benefits most expected from formalizing were greater 
and more stable salaries, as well as enrollment in social protection and health insurance.

Perceived need for formalization assistance. Self-employed workers reported that low-interest loans 
were the most essential support for formalizing their businesses. Employees, on the other hand, said 
what they most needed was availability of high-paying formal jobs together with appropriate placement 
services.
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Perceived obstacles to formalization. Self-employed workers cited as obstacles to formalizing the 
concomitant taxes and social insurance premiums; lack of knowledge of tax and fee law; issues with 
accounting; and the complexity of registration procedures. Employees, meanwhile, reported the main 
barriers to transferring to a formal job as being lack of educational attainment; unsuitable skills and 
profession; and lack of available jobs.

Incentives to formalize.  Own-account workers were more likely to cite workplace rent discount. By 
sector of employment, those in construction were more likely to mention income tax exemption and 
access to public procurement, while those in manufacturing were more likely to say access to public 
procurement. For employers, the incentives they said would convince them to register their business were 
income tax exemption for a certain period, exemption from VAT, social insurance payment exemptions, 
workplace rent discounts, low-interest loans for microbusinesses, and access to public procurement.

Impact of e-registation. A plurality of self-employed workers said they did not know how the availability 
of e-registration would impact their willingness to officially register their business, while three tenths 
said it would influence their willingness to register, and close to one fourth said it would have no impact. 
Employers were more likely than own-account worker to be impacted by e-registration. Younger workers 
were also more likely to be encouraged to register by the availability of e-registration compared to older 
workers. Among self-employed workers, those who had no opinion regarding the possible impact of 
e-registration on the formalization of their business were more likely to be those in older age groups.

• Promotion of employment promotion policy and programmes

Access to information. The great majority of informal employment workers reported unfamiliarity 
with employment promotion policies and programmes and labour laws. This was true of the Labour 
Law, the Employment Promotion Law, the Occupational Safety and Hygiene Law, the State Employment 
Promotion Policy, and projects and programmes to promote employment. Those with lower levels of 
education tended to have lesser levels of knowledge regarding employment promotion policies and 
programmes and labour laws.

Extent of participation. A little more than half of workers reported  no access to information on 
employment promotion activities. About a fifth of informal employment workers used telephone and 
online information channels to source their information regarding employment promotion activities, and 
about a fifth relied on TV and radio.

Only a little over one tenth of all informal employment workers participated in employment promotion 
projects and programmes.  Among employees, only one twentieth did so. Participation in employment 
promotion projects and programmes correlated positively with knowledge and awareness of 
employment promotion programmes. promotion programmes.

Among those who participated in employment promotion projects and programmes, most said they 
achieved the expected results from the projects and programmes. The most-cited benefits included the 
expansion of work and services and increased sales. About a fifth, however, reported they experienced 
no benefit. The most-cited weakness of the employment promotion projects and programmes was their 
limited financial support.

Among those who did not participate in employment promotion projects and programmes, most said 
this was because they did not get any information, while about a fifth said they did not meet the eligibility 
requirements. 

Government support. More than seven tenths of informal employment workers said they needed some 
form of government support, with the most-cited support being repayable financial support, closely 
followed by micro-business loans and start-up business support. Among those who said they needed 
some form of government support, close to half specified entrepreneurship training.
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• Effects of the pandemic on informal employment
Reduced employment. Close to half of informal employment workers did not work during the survey 
period which, as mentioned earlier, was conducted in the midst of the COVID pandemic. Compared to 
employers, a larger share of employees and own-account workers did not work. Among those who did 
not work, slightly more than half said their work or business was curtailed by government lockdown 
measures. Further statistical analysis indicated those workers in accommodation, transportation, 
construction and manufacturing, and those with relatively higher education, were more likely to have 
lost their employment during the pandemic.

Among those who worked during the survey period, seven tenths said the level of activity of the enterprise 
where they worked declined, and slightly more than one tenth said the enterprises temporarily closed. 

The decline in activity was more likely in wholesale and retail trade, manufacturing and other services. 
Temporary closure, meanwhile, was more likely in hotel accommodation and food services. Almost all 
those who worked during the survey period said they still worked at the same jobs they pursued before 
the pandemic.

Average weekly working hours declined by six to seven hours during the pandemic. Women employees 
and own-account workers suffered a bigger decline in working hours compared to their male 
counterparts. By economic sector and status of employment, the most affected were employees in the 
manufacturing sector, own-account workers in the construction sector, and employers in construction 
and transport and warehousing. 

Reduced income. Net earnings declined across all employment statuses: by 57 per cent  for employers; 
55 per cent for own-account workers; and 40 per cent for employees. Net earnings among male workers 
declined more than those of female workers. By economic sector and status of employment, the 
biggest declines were for employers and own-account workers in construction and for employers in 
manufacturing. 

Close to half of informal employment workers said their household income was insufficient to cover living 
expenses during the pandemic.

Livelihoods threatened. More than six tenths of informal employment workers said they did not receive 
enough assistance to cover their living expenses

The great majority of the workers found that official lockdown measures had made their livelihoods. 
difficult or very difficult in terms of reduced hours of work or business operations; temporary and even 
permanent stoppage of job or business; reduced salary or earnings; rising prices of inputs; disruptions 
in the supply of essential raw materials; and difficulty in making effective business and investment 
decisions. 

In terms of rising prices of inputs, difficulties in the supply of essential raw materials, and increased 
uncertainty in business and investment decisions, pandemic measures were more likely to severely affect 
own account workers and employers, younger workers and those with less than undergraduate degrees 
or higher education.

Support for livelihoods. Almost all informal employment workers benefited from the suspension of 
payments for utilities; more than seven tenths from child benefits; and about a fifth from deferment 
of loan payments. Most found the government measures effective in supporting household income, 
reducing utility costs, and supporting salaries and earnings, although employees tended to benefit 
less than employers and own-account workers. The elimination of social insurance contributions as a 
response to the pandemic were more likely to benefit women than men, and employers more than 
employees, while those aged 60 and older were, by age group, least likely to benefit. 

Women were less likely to benefit than men from the suspension of income tax. Employers were 
significantly more likely to benefit from corporate income tax (CIT) exemption than employees, and those 
in manufacturing were significantly less likely to benefit from CIT exemptions than those in wholesale 
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and retail trade. In terms of child allowance, women were less likely to benefit than men; those aged 60 
and older were, by age group, the least likely to benefit; and those in accommodation were significantly 
less likely to benefit than those in wholesale and retail trade.

The benefit of exemption from payment of utilities extended across the board. With respect to deferment 
of loan payments, women were more likely to benefit than men; those in the oldest age group (60 years 
and older) were, by age group, the least likely to benefit; and employers were significantly more likely to 
benefit than employees.

Among self-employed workers, almost all said they intended to continue their businesses. Most, however, 
said they needed support in the form of soft loans, with lack of funds the problem most anticipated 
moving forward during the pandemic.

Fewer than four tenths of self-employed workers reported having used digital technology for their 
businesses. The use of digital technology increased with educational level and declined with age and 
years in business.

The most frequently used social networks were Facebook and, to a significantly lesser extent, WeChat. 
More than nine tenths of self-employed workers also used mobile money or automated teller machines 
(ATMs), and close to half used e-commerce.

• Policy implications and recommendations
The survey has provided evidence of adverse working conditions among informal employment workers. 
These need to be addressed. Among employees, the lack of formal employment contract for most, and 
the lack of a fixed payment schedule for many, remains a concern. For both employees and self-employed 
workers, another concern is the excessively long hours of work.

Formalization. Most informal employment workers expressed interest in formalizing. And since many 
clearly expect benefits from formalization, this provides a good entry point for introducing or expanding 
formalization initiatives. Formalization programmes, including information dissemination on the costs 
and benefits of formalization, should consider the pattern of interest in formalization revealed by the 
survey. For instance, interest in formalization among the self-employed was higher among those who 
were younger and better-educated; for employees compared to self-employed workers; and for those 
in construction and manufacturing.

Design of formalization programmes should also recognize the main difficulties informal employment 
workers anticipate in formalizing. For self-employed workers, these include tax and social insurance 
premiums, lack of knowledge of tax and fee law, accounting issues, and the complexity of registration 
procedures. Among employees, the most cited difficulty is lack of required skills.

These findings suggest that measures to encourage formalization could include training (in accounting, 
tax law, job skills); information dissemination; simplification of registration procedures; and temporary 
discounts for, or even exemption from, social security premiums and tax payments.

Simplified registration procedures could include establishing an e-registration system, although this 
would have to be complemented by a broad dissemination of information and training in how to use it, 
as a plurality of informal employment workers surveyed were unclear about its putative effects.

The survey also revealed that different informal employment worker subgroups might prefer different 
incentives to formalize, and formalization programmes should take this into account. Employers and 
more highly educated self-employed cited exemptions in income taxes and value added tax (VAT), social 
insurance contributions as incentives for formalization. This may suggest that this group will formalize 
more quickly when requirements and procedures are perceived as less daunting. Employers, and those 
in manufacturing and construction, also cited public procurement opportunities.
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E-registration. This measure can be effective if designed holistically to allow registration of households
or individuals (from all types of work) needing social assistance. A system that registers those ranging
from different subgroups can provide a continuum that allows a progression from vulnerable groups
needing social assistance in times of crisis, to microenterprises with simplified requirements, to bigger
firms with greater compliance obligations. The study noted that informal employees were found to have 
benefited less from pandemic-related assistance than employer and own-account workers.

Information dissemination. Related measures should aim to increase knowledge of employment laws, 
policies and programmes, given that most informal employment workers expressed lack of knowledge 
of these areas. The evidence suggests that this would encourage more workers to avail themselves 
of employment promotion programmes. Among employees, the most cited difficulty was inadequate 
education, lack of required skill and lack of available jobs. They reported the need for greater availability 
of well-paying jobs and job placement services.

Information dissemination programmes should take into account patterns revealed by the survey: those 
with lower levels of education tended to have lower levels of knowledge about employment promotion 
policies and programmes and labour laws; and employees were less likely than self-employed workers 
to participate in employment promotion programmes. The programmes should also be informed by the 
informal employment workers’ typical sources of information and channels of social media (online and 
phone, TV and radio, Facebook and WeChat).

Needed assistance. The survey revealed that the pandemic, together with government counter-
pandemic measures, has had a tremendous impact on employment and employment conditions among 
informal workers. Meanwhile, most said they did not get enough assistance to cover living expenses. 
In terms of coverage, exemption from utility payments was the most effective among government 
support measures for informal employment workers. Regarding other government support measures, 
some groups reported benefiting more than others, and it will require further examination to determine 
whether the benefits balance out across groups in the end.

In moving forward during the pandemic, most self-employed workers reported needing support for 
their business, in particular financial help in the form of soft loans. The Government should design such 
support to take into account worker needs; its own budget constraints and competing needs within 
government; and the viability of certain businesses during this time of pandemic.

The use of digital technology among self-employed workers for their business remains limited, and one 
form of intervention that could help businesses during the pandemic is appropriate training in the use 
of such technology.
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	X List of acronyms and abbreviations

ASEAN Association of Southeast Asian Nations

ATM Automated teller machine

CIT Corporate income tax

CMTU Confederation of Mongolian Trade Unions

CSPro Census and Survey Processing System

EMP Employer

FRC Financial Regulatory Commission of Mongolia

GALWS General Authority for Labour and Welfare Services

GDP Gross domestic product 

ICLS International Conference of Labour Statisticians

ILO International Labour Organization

LFS Labour Force Survey

MLSP Ministry of Labour and Social Protection (Mongolia)

MNT Mongolian tugrug (currency)

MoE margin of error 

MSWL Ministry of Social Welfare and Labour 

NGO Non-governmental organization

NSO National Statistics Office

NUM National University of Mongolia 

OAW Own-account worker

OLS Ordinary least squares (regression method)

OSH Occupational safety and health

PMT Proxy means test

RILSP Research Institute of Labour and Social Protection

SMEs Small and medium-sized enterprises

UB Ulaanbaatar

VAT Value added tax

WIEGO Women in Informal Employment Globalizing and Organizing
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Chapter 1. Research 
background and methods
1.1 Current state of the informal economy and rationale for the study

In Mongolia, informal employment remains a relatively new phenomenon, one that emerged after the 
transition from a centrally planned economy to a market system. During the transition period, informal 
entrepreneurial activity expanded rapidly, and ease of entry was the most important driving factor in 
this regard (Anderson 1998). The informal economy absorbed redundant workers and generated income 
for households. However, only a few studies of informal employment in Mongolia have been conducted. 
This report uses data from various available sources to provide the necessary background information.

Figure 1. 
Informal employment in Ulaanbaatar

Sources:  Informal employment in 1996 is an estimate from Anderson (1998), and informal employment in 1999 is an estimate from Bikales et al. (2000). 
The rest of the data are from the National Statistics Office of Mongolia (NSO), Statistical Information System.

Figure 1 presents the estimated number, based on various earlier studies, of informal employment 
workers in Ulaanbaatar. It shows a growing trend in the number of informal employment workers overall, 
although the number has been declining since 2017. According to Anderson (1998), 22–32 per cent of the 
working-age population in Mongolia were in the informal sector. Figure 2 shows the share of informal 
employment in total employment from 2010 to 2019. Although the share has varied, the overall trend 
has seen a slight increase both in Mongolia overall and in Ulaanbaatar.
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Figure 2. 
Informal employment share (non-agricultural) in Mongolia and Ulaanbaatar

Source: NSO, Statistical Information System. 

More men than women engage in informal employment and, over the last decade, the share of men in 
informal employment has been growing faster than that of women (figure 3). In 2019, 25.6 per cent of 
working men were in informal employment, compared to 19.8 per cent for working women.

Figure 3. 
Informal employment share (non-agricultural), by gender

Source: NSO, Statistical Information System. 

NSO has published reports based on self-employment surveys it conducted in 2007–08, 2010, and 2015. 
To compare the employment status of informal employment workers, we combined data from these 
reports with data from the LFS report of 2019 (table 1). From 2007 to 2019, own-account workers had the 
largest share in informal employment. While paid employees’ share showed a growing trend, the share 
of employers declined.
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XTable 1. Employment status of informal employment workers, excluding agriculture (proportion 
of  total)

2007–08 2010 2015 2019

Employers 0.046 0.099 0.250 0.027

Own-account workers 0.760 0.680 0.525 0.631

Paid employees 0.116 0.168 0.122 0.230

Other 0.079 0.053 0.102 0.112

Source: NSO self-employment survey reports, and Labour Force Survey (LFS) 2019 report.

Using 2007–08 labour force survey data, Heinz (2010) estimated the formal and informal economys’ share 
in informal employment Comparison of these shares to 2019 figures shows that the share of the formal 
economy in informal employment had increased, while the share of household units had decreased 
(table 2). In addition, Heinz (2010) reported that the agricultural share in Mongolia’s informal economy 
was 68.1 per cent. However, according to the LFS 2019 report, agricultural share in informal employment 
was 59.0 per cent, showing that its share in informal employment had declined.

XTable 2. Informal employment workers (excluding agriculture), by economic unit (proportion 
to total) 

2007–08 2019

Formal sector 0.363 0.423

Informal sector 0.553 0.565

Household unit 0.084 0.013

Source: Heinz (2010) and NSO LFS 2019 report.

LFS data (2019) includes extensive information on informal employment, which table 3 refers to in 
comparing the characteristics of formal and informal employment workers. Columns 1 and 2 indicate 
significant differences between formal and informal employment. Informal employment workers were 
more likely than were formal employment workers to be male; less educated; unmarried; with large 
families; and resident in rural areas. Moreover, informal employment workers tended to have shorter 
tenure and on average worked for six more hours per week. Their workplaces tended to have fewer 
workers than their counterparts in formal employment.
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XTable 3. Employee characteristics  

Employment Informal employment

Formal Informal Formal sector Informal sector

(1) (2) (3) (4)

Female (proportion) 0.50 0.42 0.48 0.37

Age (average in years) 38.93 39.79 36.72 42.08

Diploma or higher education 
(proportion with)

0.52 0.18 0.18 0.19

Married (proportion) 0.76 0.71 0.62 0.78

Household size (average number 
of members)

 3.93   4.18   4.23   4.16

Ulaanbaatar (proportion in) 0.56 0.51 0.53 0.48

Tenure (average in years)  7.94   6.08   3.38   8.17

Firm size (average number of 
workers)

4.66 2.42 3.66 1.51

Working hours (average) 48.37 54.62 57.43 52.62

Source: NSO LFS data (2019).

Informal employment workers also presented different characteristics depending on the sector in which 
they worked. In table 3, columns 3 and 4 compare the characteristics of informal employment workers 
by formal and informal sector. Informal employment workers in the informal sector were more likely to 
be male, older, married and resident in rural areas than those in the formal sector. Informal employment 
workers in the informal sector, moreover, had longer job tenure, worked five fewer hours per week, and 
worked in smaller economic units than did their counterparts in the formal sector. 

Until the 1970s, there was no clear perception of informal employment worldwide. The expression 
“informal sector” itself arose in the early 1970s, when the economic anthropologist Keith Hart, in his 
study of Ghana (1973), observed that, rather than being stagnant, the informal sector was continuously 
expanding. The 2002 Declaration on Decent Work and the Informal Economy, adopted by the International 
Labour Conference, was seen as a major breakthrough in broadening the understanding of informal 
sector workers, including their activities and scope. 

Informal employment workers are excluded from social security, labour legislation and workplace safety 
measures. A continuing need thus presents itself to develop and implement specific policy measures 
to regulate labour relations and social security issues of informal employment workers. In Mongolia, 
government policy on informal employment was approved by Parliament Resolution No. 1 (2006) and 
implemented in three phases: 2006–08, 2009–11 and 2012–15. In addition, the Government Action Plan 
(2020–24), “State Employment Policy 2016–2025”, “Three Pillars Development Policy”, Mongolia’s long-
term development policy “Vision–2050”, and other policy documents were developed with the aim of 
implementing goals and measures to improve the labour and social protection of workers overall

Nevertheless, no special policy documents currently support workers in informal employment. 
Inadequate government policies and inter-sectoral cooperation on informal employment continue 
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1.2 Research purpose and significance and significance

This study aims to clarify the impact of the COVID-19 pandemic on informal employment workers, and to 
inform planning and implementation of government policy regarding informal employment.

Within the framework of the main study objectives, the study sets the following goals:

 X Present a clear picture of the current state of informal employment in Mongolia.

 X Describe working conditions and labour relations among those in informal employment.

 X Identify the reasons for informal employment; determine opportunities and ways for informal
employment workers to transition to formal employment; and clarify their outlook on future
business and social security.

 X Collect opinions regarding measures and projects, including employment policies and measures,
to be implemented by government agencies.

 X Determine the impact of the COVID-19 pandemic on informal employment workers and the
extent to which government support policies and programmes have been accessible to informal
employment workers during the pandemic.

to jeopardize citizens’ labour rights, labour relations and social security, and they exert an adverse impact 
on the country’s gross domestic product, social insurance fund and tax revenues. 

In the light of these issues, the Ministry of Labour and Social Protection (MLSP) conducted a nationwide 
“State of Informal Employment Survey” within the framework of the ILO project “Formal Employment 
is Promoted for Economic Diversification and Inclusive Growth in Mongolia”. RILSP conducted a 
national sample survey, using international best practices and statistical guidelines to identify informal 
employment worker activities, worker employment status, and associated employment and social 
security issues. 

Conducting this survey on a regular basis into the future will provide ongoing opportunities to assess 
changes in the informal sector and the state of informal employment, and to evaluate and determine the 
impact of government policies and programmes on informal employment.

Survey significance
The survey collected indicators such as worker age and gender, primary occupation, and main activity, 
making it possible to compare the survey results with labour market information and employment 
research conducted by other research organizations during the pandemic. By conducting repeated 
surveys applying the same methodology, researchers will be able to provide current employment 
information on informal employment workers, including their work patterns and prospects for 
transitioning to formal employment. 

1.3 Available sources of information
Informal economy and decent work: A policy resource guide (ILO 2013) identifies informal employment as 
one of the major challenges facing many countries. The informal economy is a common feature of 
both developed and developing countries. However, the nature of the informal economy depends on the 
socio-economic structure of a given country, and varies accordingly in size and nature (Gërxhani 2004). 
In general, however, in developing countries and countries in transition the informal economy plays a 
major role, employing almost half of the labour force (Slonimczyk 2014). 
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In Mongolia, informal employment emerged in 1990, following the transition from a centrally planned 
economy to a market economy. Previously, in the socialist system, the informal sector had been 
prohibited by law. Recent research shows that by now the informal sector makes a significant contribution 
to Mongolia’s GDP and employment. According to NSO estimates, informal economic production in 2015 
was 15.5 per cent of GDP and informal employment (excluding agriculture) was 14.4 per cent of total 
employment.

Although the informal sector has attracted much attention, quantitative data on its size and contribution 
are scarce. Since 2006, the Government has set the goal of improving quantitative data and information 
on the informal economy in a number of policy documents. To meet these objectives, set out in the State 
Policy on Informal Employment, in 2007–08 the NSO organized the State of Own Account Work Survey. 
This survey aimed to determine the extent of informal employment and then measure the value added it 
produced. The study found that an estimated 1,754,000  people worked in the informal sector, producing 
MNT383.2 billion in value added. 

Within the framework of the National Statistics Development Programme of Mongolia, since 2010 the 
NSO has been assessing the unregistered or shadow economy and calculating the income generated 
therein as part of GDP (NSO 2013, 2020). The Own Account Work Survey, conducted in 2010 and 2015 as 
part of this project, reported information on the size, income and general status of informal employment 
in the country. In 2010 and 2015, respectively, it was estimated that 209,916 and 156,298 people were 
own-account workers. In 2010 and 2015, these workers produced MNT1018.6 billion and MNT1,207.8 
billion of value added, respectively

Given the limited quantitative data available, research on the informal economy of Mongolia has been 
scant. The first major study of the urban informal sector was conducted  more than two decades ago 
(Anderson 1998). This research analyzed the size of the informal sector and prevailing trends within it, the 
reasons for informal sector growth, and its legal environment in the country. The survey addressed the 
data limitations by referring to such information sources as qualitative interviews, a quantitative survey 
of 770 informal employment workers in Ulaanbaatar, and official employment statistics. The informal 
sector was broadly defined in terms of small-scale, predominantly family-based economic activities 
that were undercounted or not counted at all in official statistics, and which lay outside the regulation 
and taxation applied to formal businesses. These researchers estimated the size of the informal sector 
using a number of methods, each of them producing similar results. An estimated 23–33 per cent of 
Ulaanbaatar’s working-age population were working in the informal sector and produced 32–38 per cent 
of total household income. Approximately 75–85 per cent of Ulaanbaatar’s informal employment workers 
were not included in official statistics because informal employment workers did not consider themselves 
employed. Nevertheless, income from informal employment prevented 15 per cent of Ulaanbaatar’s 
households from falling into poverty. The study concluded that the main reason for the rapid growth of 
the informal economy in the 1990s was ease of access to this economy (Anderson 1998). .

The informal sector was subject to fewer bureaucratic constraints in terms of registration and regulation 
(for example with health, safety, the environment and licensing). One consequence of this was that 
informal sector enterprises were able to hire labour in ways that avoided the high costs of hiring people 
arising from government labour laws and policies. 

A study of the informal urban sector in Mongolia  (Bikales et al. 2000) defined the informal sector in a way 
broadly similar to Anderson’s study (1998). They randomly selected 4,042 informal economic units from 
17 areas of economic activity and surveyed them to assess their value added to the economy. According 
to their estimate, the informal sector contributed MNT117.3 billion to gross domestic product (GDP) and 
employed 50,500 people. The authors estimated that the living standards of 20 per cent of Ulaanbaatar 
residents depended to some extent on the activities of the informal sector. The main reasons for the 
informality, in their view, were the ease of access to the informal sector and the weak institutional 
environment of the formal sector. According to them, the informal sector was relatively unregulated, 
less corrupt and, compared to the formal sector, had lower labour costs.
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Following previous studies, Morris analyzed the nature, challenges and opportunities in Mongolia’s 
informal sector. The informal sector was defined as a business owned and operated by households, with 
a small number of non-agricultural, unregistered and paid employees. The study used expert interviews, 
case studies and focus group interviews. It found the informal sector had expanded due to the collapse 
of socialism, newly opened markets, shifts in demand, urbanization and cultural factors. Privatization 
and downsizing of state-owned enterprises, furthermore, led many workers to move to the informal 
sector. The informal economy opened up new product markets and provided a wide range of products 
with different prices (Morris 2001).

In addition, the study found that Mongolian social culture, which values individual independence and 
family values, had influenced participation in the informal sector. The informal sector absorbed surplus 
workers, the unemployed, new entrants to the workforce and additional workers, and it represented 
both a livelihood strategy and a business opportunity. Common reasons for working in the formal sector 
were the following: 

 X sustaining livelihoods;

 X income generation opportunities;

 X flexible labour regulations;

 X easy access;

 X small size;

 X access to production facilities; and

 X opportunities for dual employment.

Informal sector workers, it was concluded, faced such challenges as the following: 

 X lack of demand for products and services;

 X government pressure;

 X limited opportunities to unionize;

 X lack of productive resources such as financial resources and new technologies;

 X lack of business development services;

 X uncertainties and risks;  and

 X lack of social protection (Morris 2001).

Informal employment defined. Based on labour surveys in these countries, Heinz (2010) analyzed 
informal employment in Mongolia, the Republic of the Philippines, and the Democratic Socialist Republic 
of Sri Lanka. Informal employment was defined as including informal paid employees, informal own-
account workers, unpaid contributing family members, and individuals who produce products for their 
own use only. According to a 2007–08 survey, the informally employed (non-agricultural) in Mongolia 
numbered 167,800 and its share in total employment was 26.3 per cent. The informal sector was the 
main employer, with this sector engaging 63.7 per cent of informal employment workers. The Heinz study 
also provided information on non-incorporated household producers in Mongolia. Achieving adequate 
sales was a common problem for both formal and informal household producers. For example, the most 
frequent responses to the question of what problems they faced were that consumers were few and 
competition was intense. A slightly higher percentage of informal producers reported only problems 
with equipment.
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A smaller percentage of informal household producers faced problems compared to those in the formal 
sector, indicating that it was easier to gain access in the informal sector and to operate there shortages 
(Heintz 2010). 

A RILSP Survey on the Structure and State of Informal Employment included a sample of 2,950 informal 
employment workers, used a wealth of data from both quantitative and qualitative surveys (ХНХСИ 
2013). Informal employment included employers, own-account workers, informal sector employees, 
contributing household members, and individuals who produced products only for their household’s use. 
The survey showed 174,500 people were informally employed. The most common reasons for working 
in the informal sector were sustaining livelihood and income generation. Of the total sample, 61 per cent 
responded that they worked in the informal sector due to difficulties in finding a job, while 47 per cent 
worked there because it offered attractive incomes. Similarly to the Morris (2001) study, RILSP found that 
family values played an important role in informal sector participation, with 24.0 per cent saying that 
working with their families was an advantage of informal employment. According to the survey, the main 
disadvantages of the informal sector were lack of social protection and unstable incomes. 

Galbadrakh (2011) surveyed more than 300 people working in the informal sector in Darkhan-Uul aimag 
(province) and found that most informal entrepreneurs (73 per cent ) worked in retail and wholesale 
trade, services, and brokerage, and that their business activities were unstable (56 per cent). 

 A survey of the Mongolian labour market and youth employment (Shatz et al. 2015) characterized 
informal employment slightly differently than did previous studies, defining it as that which engaged 
paid employees who were not covered by social insurance; did not receive childcare advance payments; 
received no bonuses or allowances in addition to their salaries; and did not receive any additional 
benefits. According to their estimate, the share of informal employment in total employment declined 
in the period 2006–13. A study of labour market performance among Mongolian population groups 
(Gassmann, François and Trinidad 2015) defined informal employment (including agriculture) as own-
account work and unpaid work. In 2012, applying their definition, informal employment accounted for 
39 per cent of the total workforce. Finally, another study, one that investigated the impact of short-term. 

1.4 Sample design and methodology
This study relies on a nationwide survey of informal employment workers in Mongolia. It has also applied 
the qualitative method of group interviews and document analysis of secondary data sources.

Survey scope, sample and questionnaire structure
The survey’s target population is the population of informal employment workers in the non-agricultural 
sector. In the 2019 LFS, the NSO identified a total of 195,000 informal employment workers, which 
excluded workers in the agricultural sector (ILO 2019).

Informal employment workers in the sampling frame were grouped according to five different regions – 
Ulaanbaatar, Western, Khangai, Central and Eastern – and a random sample was selected from each. The 
study hypothesized that the characteristics of informal employment could vary by remoteness from the 
capital city of Ulaanbaatar. The sample size was set for each region such that the margin of error (MoE) 
for estimates of proportion in each region was at most 5 per cent, with a 95 per cent confidence level.  
Total sample size was 3,000, with Ulaanbatar having the biggest share in the sample. 

Sample size calculation formula:
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The following  table shows how the sample was determined, taking the above factors into account.

Region  Ni Sample

a = 5% Western 22  545 378 
Za/2  =  1.96 Khangai 3 1 579 380 

p = 0.5 Central 29 363 379 
MoE = 5% Eastern 12 509 373 
X = 384 Ulaanbaatar 99 245 1 491

Total 195 241 3 000

The sampling frame was derived from the Integrated Household Database, which has information on 
more than 600,000 households and 2.7 million citizens from the Household Living Standards Survey with 
Income Substitution Methodology conducted by the Ministry of Labour and Social Protection in 2017.
From the Integrated Household Database, self-employed and unpaid household enterprise workers were 
selected, creating a list of 38,800 citizen workers, their information was compared with the Child Benefits 
Database and the Welfare Benefits Database and their addresses and contact telephone numbers were 
updated.

Collection and processing of survey data
Given the pandemic and quarantine conditions, a telephone quantitative survey was used to collect 
the data. Because of the concomitant limitations, the questionnaire was designed to be simple, easy to 
understand for respondents, and not time consuming. A handbook on how to complete the questionnaire 
was developed and used during the survey data collection.

Because of potential differences in the circumstances of the self-employed (own-account workers and 
employers) and wage employees in informal employment, where appropriate the researchers tried to 
provide opportunities for different responses to questions for the self-employed and wage employees.

In preparation for the survey, a two-day training in research methodology, the use of the survey manuals, 
sampling and questionnaires, and data collection and control was conducted for researchers involved in 
the data collection and control. 

A pilot study was conducted in Ulaanbaatar with the data collection team leader and members of the 
main survey team to evaluate the training results, the clarity of the survey questionnaire, and the time 
required to collect the data.

The Census and Survey Processing System (CSPro) was used for survey data collection and STATA 
software for data processing. Qualitative survey and group interviews were conducted online with the 
participation of state policymakers, tripartite stakeholders, and specialized researchers and scholars. 

Survey limitations
The informal employment survey has the following limitations. 

As mentioned earlier, the sample frame was prepared from the Integrated Household Database of the 
2017 Living Standards Measurement Survey using the Proxy Means Test (PMT), so informal employment 
workers who were not included in that survey were also excluded in this survey. In addition, the database 
was sampled from people with self-employed status, so there were fewer wage employees in the sample.
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The survey included neither the agricultural sector nor unpaid household workers who produced 
products for their own final consumption, nor informal employment workers whose addresses were 
unknown and could not be contacted. 

The report did not include information on informal employment workers who did not conduct business 
during the period of survey data collection; refused to provide information; or provided incomplete 
information during the survey interviews. The researchers performed attrition analysis to find that those 
who did not participate in the survey were more likely to be highly educated, live in apartments, be 
citizens of the Western Region and Ulaanbaatar, and be unpaid workers.

1.5 Survey terms and definitions
In this report, “informal employment workers” included the following categories: 

 X non-agricultural self-employed workers whose businesses were not registered with the General
Registration Authority of Mongolia and which were not classified as either state-owned enterprise,
local government enterprise, budget organization, non-governmental organization (NGO), or
international organization; and

 X non-agricultural employees not benefiting from employer contribution to a pension fund or health/
unemployment insurance, paid annual leave and paid sick leave.

Contributing family workers were excluded, in this survey of informal employment workers. (See box 1, 
below, for an international definition of informal employment.) 

The following groups thus comprise the informal employment workers in this report:

 X Paid employees working in conditions where employment relationship was not fully regulated
within the legal framework. Operationally, this covered paid employees who did not get social
security support from their employers or did not have paid sick leave or paid annual leave.

 X Employers of market-oriented household enterprises working in the informal sector and own-
account workers without paid employees.

 X Paid workers in households that produced products only for their own consumption

The report uses the following terms in these ways

Informal employer. A self-employed person who employs one or more persons for a fixed period of 
time as a “paid employee”. Henceforth, this category of informal employment workers will be referred 
to as “employer”.

Own-account worker without paid employees. A self-employed person who engages in economic 
activities independently or jointly with others at his or her own expense, and who has not hired any 
paid employee during that period. From now on, this category of informal employment workers will be 
referred to as “own-account worker”.

Informal employee. A paid employee working in conditions where the employment relationship is not 
fully regulated within the legal framework.  From now on, this category of informal employment workers 
will be referred to as “employee”.
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Box 1

International definition of informal employment

Informal employment, as defined by the 17th International Conference of Labour Statisticians (ICLS), 
comprises the following categories:

 X own-account workers and employers employed in their own informal sector enterprises;

 X contributing or unpaid family workers;

 X members of informal producers’ cooperatives;

 X own-account workers engaged in the production of goods exclusively for own final use by their
household;

 X employees holding informal jobs (here, “informal” means their employment relationship is, in law or 
in practice, not subject to national labour legislation, income taxation, social protection or entitlement

to certain employment benefits).

Employees. The International Labour Organization (ILO) has suggested using employer contributions to the 
pension fund, as well as access to paid annual leave and paid sick leave as the criteria for categorizing workers 
as being in informal employment.

The 17th ICLS uses the job rather than the individual as the unit of analysis, since a working individual can 
have multiple jobs, each of which could differ in terms of formality. The inclusion of workers in the agriculture 
sector in the reckoning of informal employment was left by the 17th ICLS for individual countries to determine.

Informal sector enterprises/household enterprises. Note that the definition of informal employment involves 
the concept of informal sector enterprises. Such enterprises are defined as unincorporated enterprises owned 
by households (household enterprises). What distinguishes household enterprises from formal enterprises is 
that they are not constituted as separate legal entities, and they have no separate sets of accounts from their 
household owners. The ILO has suggested determining whether an enterprise is part of the informal sector 
by referring to information on the national registration of an enterprise and whether it keeps accounts for 
reporting to the Government.

Informal employment, informal sector and informal economy. The concepts of informal employment,  
informal sector employment and informal economy employment are closely related but not identical. 
Informal sector employment is employment in an informal sector enterprise as defined above. It is possible 
to be in formal employment even if one is in the informal sector. Similarly, it is possible to be in informal 
employment even if one is in the formal sector. Informal economy workers represent a combination of 
informal employment workers and informal sector workers.

Various countries may choose to understand “informal employment” differently, although most countries 
closely subscribe to the ILO’s suggested operational definition. Some differences arise, for example, in the 
criteria used to classify employees in informal employment: the Socialist Republic of Viet Nam uses length 
of employment contract rather than paid annual leave and paid sick leave, while the Kingdom of Thailand 
looks only at membership in a social security scheme, with no additional criterion. There are also differences 
in how countries identify informal sector enterprises, which depends on what data they collect. Most rely on 
institutional sector, registration, and types of accounts kept, as suggested by the ILO, while others rely on or 
also rely on size, taxation or some other criterion.

Sources:  Hussmanns (2004);  Association of Southeast Asian Nations Secretariat (ASEAN 2019).
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Chapter 2. Informal 
employment workers: 
Working conditions and 
characteristics
2.1 Socio-demographics of survey participants

This section presents informal employment worker age, sex, marital status, educational level, 
geographical location and household characteristics.

The survey reported more women (56 per cent) than men (44 per cent) among the informal employment 
workers. By age group, 70.2 per cent of survey participants were aged between 36 and 55 years, and 17.6 
per cent were younger than 35 years (figure 4). The proportion of women in the over–46 age group was 
greater than men’s (52.1 per cent and 44.1 per cent, respectively).

Figure 4.
Informal employment workers by sex, and age group (% of total by sex)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

By level of education, 9.9 per cent of informal employment workers had not completed secondary 
or lower education, 51.3 per cent had completed their secondary education, 9.8 had technical and 
specialized education, and 28.4 per cent had undergraduate or higher education (figure 5). Females, on 
average, were more educated than males, with 32 per cent having completed at least an undergraduate 
education, compared to only 25 per cent of males.
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Figure 5. 
Informal employment workers, by education (%)and age group (% of total by sex)

Source: :Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Of the total survey respondents, 83 per cent were officially married, 3 per cent were never married and 
5.6 per cent were unmarried but living together with a partner. By household size, 30.7 per cent were in 
households with one to three members; 28.6 per cent in households with four members; 24.7 per cent 
with five members; and 16 per cent with six or more members. 

See the following graph for the share of informal employment by region.

Figure 6. 
Informal employment workers, by region (%)
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15.0%

6.4%

50.8%

West Khangai Central East Ulaanbaatar

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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Prior to the COVID-19 pandemic and official measures for its prevention, the average monthly household 
income among informal employment workers was MNT1,937,000 (table 4). Of the total, 14.4 per cent said 
their monthly household income was MNT750,000 or less, 43.5 per cent earned between MNT750,000 
and 1.5 million, 22.5 per cent earned between MNT1.5 million and 2.5 million, and 19.6 per cent earned 
MNT2.5 million or more.

Income %

420 or lower   3.8

420 – 750 10.5

750–1 000 24.0

1 000–1 500 19.6

1 500–2 000 17.1

2 000–2 500   5.3

2 500 or higher 19.6

Source:  Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

By region, average pre-pandemic monthly household income of informal employment workers was 
highest in Ulaanbaatar and lowest in the Western region (table 5).

XTable 4. Average monthly household income (1,000 MNT)

XTable 5. Household income group, by location (%)

Income

(1,000 MNT)

Location %

West Khangai Central East Ulaanbaatar

420 or lower 5.6 4.7 6.6 3.8 2.3 3.8

420  –   750 14.8 13.7 10.0 19.0 7.7 10.5

750  –  1 000 28.3 22.1 25.9 24.7 23.0 24.0

100  –  1 500 20.6 21.1 18.7 20.4 19.0 19.6

1 500–2 000 14.6 13.7 17.9 15.8 18.7 17.1

2 000–2 500 4.5 7.1 3.4 0.8 6.1 5.3

2 500 or higher 11.6 17.6 17.4 15.5 23.2 19.6

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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2.2 Employment of informal employment workers
This section summarizes the overall situation among informal employment workers, including their 
current main job, length of service, reasons for informal employment, and the advantages and 
disadvantages of their employment.

The average length of service was 11.8 years, indicating the relative stability of informal employment. 
By number of years worked, 30.5 per cent of survey respondents responded with 16 years or more, 34.3 
per cent with 8–15 years, and 35.0 per cent with up to seven years. 

By occupation, furniture and woodworking carpenters had been working for the longest period in their 
pre-pandemic job, 15.3 years on average (figure 7). Informal employment workers such as construction 
and repair workers, painters and tailors, craftsmen and blacksmiths had been working at their jobs, on 
average, for between 12.1 and 13.8 years. Figure 7 also shows differences by employment status within 
occupations. Employees had typically been in their job for shorter periods than own-account workers 
and employers.

Figure 7. 
Average years of informal employment in pre-pandemic job

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

By employment status
Of the total, 7.3 per cent of informal employment workers were employees, 42.2 per cent were own-
account workers and 50.5 per cent were employers. A greater share of women than men among 
employers and own-account workers was apparent, as opposed to a lesser share of women than men 
among employees.
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XTable 6. Gender and employment status of employees, by region (%)

Location Employee Own-account 
worker

Employer Total

Male Female Male Female Male Female Male Female

Total  52.2 47.8 43.2 56.8 43.8  56.2 43.5 56.48

West 6.5 1.8 11.9 12.7 10.5 13.0 10.7 12.20

Khangai 14.6 18.4 12.1 17.0 15.6 18.4 14.1 17.83

Central 13.6 16.0 18.5 19.4 10.0 13.1 13.8 15.99

East 1.4 2.0 8.1 7.9 4.2 7.0 5.6 7.07

Ulaanbaatar 64.0 61.9 49.4 42.9 59.7 48.4 55.8 46.91

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Figure 8. 
Employment status, by age group (%)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

By educational level, employers tended to be more educated than own-account workers and employees, 
having a greater share of undergraduate or higher degrees (figure 9). Across all employment statuses, 
a little over half of workers had completed a high school education.

Figure 8 shows that employees were dominated by 26- to 45-year-olds, while the 36- to 55-year-olds 
made up most of the employers and own-account workers.
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Figure 9. 
Employment status, by education (%)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Main economic activities
Of the total informal employment workers, 53.7 per cent were in wholesale and retail trade and motor 
vehicle and motorcycle repair and maintenance; 19.7 per cent were in manufacturing; 7.4 per cent were 
in transport and warehousing; 6.3 per cent were in other services; and the remainder were employed in 
the hotel, catering and other sectors. These data are presented in table 7, below.

XTable 7. Informal employment workers, by economic activities and region (%)

Economic activities West Khangai Central East Ulaanbaatar Total

Manufacturing 21.7 20.5 17.2 18.5 19.9 19.7

Construction 2.6 2.4 3.2 1.3 4.4 3.5

Wholesale and retail trade 55.3 54.2 52.0 55.0 53.6 53.7

Transportation and storage 7.1 5.8 11.9 7.5 6.6 7.4

Hotel and food service 5.6 5.8 6.6 8.3 3.8 5.0

Other services 5.8 7.9 5.0 7.8 6.1 6.3

Other 1.9 3.4 4.2 1.6 5.6 4.3

Total 100 100 100 100 100 100

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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Because retail and wholesale traders constituted the greatest share, this category was further 
decomposed according to services provided, showing that 37.6 per cent of the traders sold food products; 
29.3 per cent sold clothes and goods; 8.2 per cent sold machinery and spare parts; and 9.5 per cent sold 
household goods and construction materials. The remaining 15.4 per cent were engaged in trade of 
agricultural and other goods.

Most construction workers (63.9 per cent) were in Ulaanbaatar, while most hotel and food service 
workers (61.5 per cent) were in the rural regions (figure 10). Workers in manufacturing, transportation 
and storage, wholesale and retail trade, and other services were more evenly split between Ulaanbaatar 
and the rural regions. In Ulaanbaatar, there were also many own-account workers in other sectors, 
among these homecare, home teaching, private legal counselling and electronic device services.

Figure 10.
Informal employment workers, by economic activity (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

By occupation, retail and wholesale traders (50.5 per cent); tailors, handicraft workers, and blacksmiths 
(13.6 per cent); and passenger and freight service providers (7.6 per cent) accounted for the highest 
share of informal employment workers. The remaining 5.8 per cent were engaged in childcare, home 
teaching, traditional folk remedies, personal legal counselling and repair and maintenance of electronic 
equipment.
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Share by sex varies according to occupation. For example, 89.6 per cent of hairdressing and beauty 
workers were women, while 91.6 per cent of car repair and maintenance workers were men.

Reasons for informal employment
This section addresses the reasons for informal employment by sex, main occupational group, and 
employment status.

According to the experts convened in the online focus group discussion, reasons for the persistence of 
informal employment in Mongolia include the following:

X lack of economic diversification in the country;

X too few decent jobs in the formal sector;

X burdensome requirements for formalization;

X inadequate legislation and implementation.

Figure 11.
Informal employment workers, by occupation and by gender (%)
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“The most common reason is considered to be the lack of jobs in the formal sector. Informal 
employment is a consequence of the underdevelopment of the formal sector and the lack of economic 
diversification.”

Ayush Nyam, independent researcher, former Director of the Strategic Planning

Department of the Ministry of Social Welfare and Labour (MSWL)

“The reason for the persistence  of informal employment is lack of economic diversification.”

Nyamdavaa Mangaljav, Head of the Labour and Social Welfare Policy and Planning Department of the 
Confederation of Mongolian Trade Unions (CMTU)
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All the above propositions are supported by the survey results.

By worker gender, 45.4 per cent of male workers and 30.8 per cent of female workers were informally 
employed due to difficulty finding a job (figure 12, below). Meanwhile, 46.5 per cent of female workers 
and 31.3 per cent of male workers were informally employed out of their own desire or interest.

Figure 12. 
Reasons for informal employment of workers, by sex (%, multiple answers possible)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

By status of employment among self-employed workers, 64.1 per cent of own-account workers and 62.2 
per cent of employers said they were informally employed out of their own desire or interest (figure 13).

Figure 13. 
Reasons for informal employment of own-account workers and employers (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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Across all occupational groups, the great majority of workers, especially among hairdressers and 
beauty workers (73.2 per cent), said they were informally employed out of their own desire and interest. 
Meanwhile, 39.1 per cent of passenger transportation and freight workers cited difficulty in finding a job, 
and 33.9 per cent said they had no other option. In addition, 34.3 per cent of construction plasterers, 
painters, and welders and 30.5 per cent of hairdressers and beauticians said their current job was in line 
with their profession. Finally, 43.5 per cent of carpenters, 41.5 per cent of tailors, craftsmen, blacksmiths, 
and 40.1 per cent of construction plasterers and painters said their job was suitable for their skills
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11.2 16.5 7.8 18.1 7.5 18.0 8.0 19.9 3.7 15.6

Friends, partners 
recommended

2.1 1.8 2.9 3.7 2.1 1.7 3.2   1.5  4.4   3.1

Profitability 13.5 18.1 14.9 20.4 25.6 9.7 8 .7 7.9 13.1 16.9

Suitable to my 
profession

34.1 14.3 30.5 3.6 34.3 26.8 12.8 19.4 17.4 13.2

Suitable to my 
skills

32.9 23.4 34.2   6.5 40.1 41.5 31.3 43.5 19.7 19.6

Own desire, 
interest

69.8 64.2 73.2 61.5 57.8 66.5 67.3 60.1 58.7 63.1

Lack of alterna-
tives

9.7 18.4 13.5 28.2 15.1 17.6 26.8 20.9 33.9 24.1

Other 9.0 12.1   9.2 14.1 13.1 6.1 11.9 11.2 13.4 12.1

XTable 8. Reasons for informal employment, by occupation (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Place of work, tenure, and form of employment
This section looks at specific conditions of work among informal employment workers.

Among self-employed workers (employers and own-account workers), 29.4 per cent worked in rented 
premises and 24.4 per cent worked in their own business premises (figure 14). A relatively large share also 
worked in  markets or service centres (18.3 per cent) or in their own home (14.1). Breaking the data down 
by location shows that self-employed workers in Ulaanbaatar were much more likely to work in rented 
business premises than were self-employed workers in rural areas (or outside Ulaanbaatar), whereas 
those in rural areas were more likely than those in Ulaanbaatar to work in their own business premises 
(figure 14). Among employees, close to half worked in their employers’ business premises, while 19.4 
percent had no fixed location (not in figure). 
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Figure 14.
Employers and own-account workers, by place of work (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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The relationship between place of work and years of employment is also worth noting (table 9). Self-
employed workers who had been working longer were more likely to work in their own business 
premises, while those with shorter work experience were more likely to work in rented business premises

XTable 9. Employers and own-account workers’ job location, by years of employment (%)

Job location 1–3 4–7 8–11 12–15 16+ Total

Owned business premises 14.5 23.1 26.3 28.6 25.9 24.4

Own home/workplace 17.7 13.1 13.0 13.0 15.4 14.1

Rented business premises 35.1 33.2 28.1 28.2 26.2 29.4

Client’s workplace 2.5 2.0 0.9 0.4 1.2 1.4

Street/public place 2.9 2.0 3.7 1.9 2.3 2.6

Market, service centre 14.2 16.4 17.2 22.3 20.3 18.3

No fixed location 11.1 9.2 9.6 6.7 7.5 8.7

Other 2.0 1.0 1.3 1.1 1.2 1.3

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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Among total employees, 64 per cent had permanent status, 26.7 per cent had short-term or seasonal 
status, and 9.3 per cent had occasional status (figure 15). However, a significant difference between male 
and female employees was apparent: 81.9 per cent of female employees had permanent jobs compared 
to just 47.6 per cent of males.

Figure 15.
Form of employment among employees (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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The survey also found that 39 percent of the surveyed employees had no employment contract, and 36.5 
per cent had only an oral agreement with their employer. Additionally, the survey showed that 78.9 per 
cent of workers were not related to their employers.

Advantages and disadvantages of informal employment
Among the surveyed employees, the most cited advantage of their job was the flexibility of being able 
to arrange their hours of work (37.1 per cent), followed (not including the category “others”) by a good 
salary (23.8 per cent), and suitability to their skills  (16.8 per cent), as shown in figure 16.
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Figure 16.
Advantages of informal employment, for employees (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Among self-employed workers, the most-cited advantage of their informal employment was the flexible 
hours (58.6 per cent); followed by profitability (33.8 per cent), the opportunity to work with family (30.6 
per cent), and the freedom from being bound by some contract (25.5 per cent), as shown in figure 17. By 
occupational group, the share of those who cited the opportunity to work with family was especially high 
among those who serve food and drinks (40.9 per cent), retail and wholesale traders (37.5 per cent), and 
carpenters and woodworkers (34.7 per cent).

Figure 17.
Advantages of informal employment, for employers and own-account workers (%)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Among employees, the most cited disadvantage of their job was that they could not enrol in social 
protection (32.8 per cent), followed (not including the category “others”) by instability of wages (32.3 per 
cent), and poor access to health services (22.3 per cent), as shown in figure 18.

Figure 18.
Disadvantages of informal employment, for employees (%)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Among self-employed workers, the most cited disadvantage of their informal employment was the 
instability of revenues and earnings (49 per cent), followed by the inability to enrol in social protection 
(29.8 per cent), and the insecurity of the job (19.5 per cent), as shown in figure 19.
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Figure 19.
Disadvantages of informal employment, for employers and own-account workers (%)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Loans by employers and own-account workers: Amounts, sources and uses

This section examines issues concerning loan access, source and use among self-employed workers. 

Among the self-employed workers, 57.9 per cent obtained a loan for their business, while 42.1 per cent 
did not. Of those who did not obtain a loan, 59.4 per cent reported this was because they already had 
adequate funds, while 40.6 per cent said this was because they had difficulty accessing a loan.

Further enquiry among those reporting difficulty accessing a loan found that the most frequently cited 
obstacles were insufficient collateral (88.5 per cent), document requirements (85.9 per cent), and high 
interest rates (78.2 per cent), as shown in figure 20.

46



XThe state of informal employment in Mongolia

Figure 20.
Reasons for difficulties in obtaining a loan (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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These results are consistent with the results of the Small and Medium Enterprise Development and 
Financing Status Survey (Bank of Mongolia 2018). In that survey, small and medium-sized enterprises 
(SMEs) found the loan terms, including the fees, collateral requirements, guarantees, and loan amounts 
and interest rates problematic. The study also surveyed 249 SMEs that had been willing to borrow in 
the past but currently could not get a loan. Reportedly, the greatest difficulties had to do with high 
interest rates (43 per cent), short loan terms (20 per cent) and unrealistic collateral values (20 per cent). 
Demanding documentary requirements was reported as another important factor.

Among self-employed workers who obtained a loan, the main reason for borrowing was to expand their 
business (67.7 per cent), as can be seen in figure 21. This was followed distantly by purchases of raw 
materials (30.8 per cent) and equipment (15.1 per cent).
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Figure 21.
For those who obtained a loan, reasons for borrowing (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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A previous study of small and medium enterprises and their financing conducted by the Financial 
Regulatory Commission of Mongolia (FRC) identified unfavourable external conditions, internal economic 
difficulties, and underdeveloped non-bank financial institutions as factors that made it difficult for SMEs 
to operate (FRC 2020). 

As shown in figure 22, for self-employed workers who did obtain loans, the chief source of loans were 
commercial banks (83.3 per cent), distantly followed by non-banking financial institutions (12.1 per cent), 
and individuals or friends (3.6 per cent). The average loan amount was MNT25.3 million; this amount was 
higher for Ulaanbaatar (MNT29.8 million) than it was for rural areas (MNT22 million).

Figure 22.
For those who obtained a loan, source of loan (%)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Among those who obtained a loan, 60 per cent said the loan helped expand their business; 31.5 per cent 
said the loan helped increase their sales; and 20.6 per cent said the loan helped them overcome financial 
difficulties. 

Figure 23.
For those who obtained a loan, impact on work and services (%)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

2.3 Informal employment working conditions and labour relations

This section examines working conditions and labour relations among those in informal employment. 
These people often work in unregistered workplaces where monitoring of labour relations is limited or 
non-existent, so examining their employment conditions and employment relations is critically important.

Average monthly earnings among informal employment workers
The average monthly earnings of informal employment workers was MNT1,709,000 (earnings refer 
to salary in the case of employees, and to net income with self-employed workers). Earnings differed 
substantially, however, by status of employment (figure 24). Monthly earnings were highest among 
employers (MNT2,131,000), followed by own-account workers (MNT1,330,000), with employees reporting 
the lower monthly earnings (MNT979,000). This pattern held within both male and female subgroups 
(figure 24). Males earned more than females, on average, and this was most starkly apparent in the case 
of employees (36 per cent lower for females than for males).  Note, however, that the average earnings 
estimated in this survey were significantly higher than the average salary for all workers estimated by by 
the National Statistics Office in the fourth quarter of 2020, which was MNT1,328,100.  
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Figure   24. 
Average monthly earnings, by employment status and sex (1,000 MNT)
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Of the total number of employees, 58.7 per cent said they were paid according to a fixed schedule, which 
meant 41.3 per cent were paid according to no fixed schedule.

In terms of employment region, the highest average earnings were found in Ulaanbaatar, at 
MNT1,950,000. The lowest average earnings overall were in the Khangai region, although if examined by 
sex, the lowest average earnings were in the West region for females, and in the East region for males.

Figure 25.
Average monthly salary, by region and sex (1,000 MNT)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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By economic activity or sector, other than in the catch-all category “other sector”, average earnings were 
highest in the hotel, accommodation and catering sector at MNT2,058,000 (figure 26). In the category 
“other sector”, which included mining, vocational sciences, finance and insurance, water supply and 
education sectors, workers mostly engaged in part-time and custom work, and the high earnings in 
these sectors explained the high average earnings. 

Looking at the average earnings by occupation, the average monthly earnings of employers engaged in 
cars and machinery repair and maintenance was MNT2,481,000; the average earnings of own-account 
workers engaged in retail and wholesale trade was MNT1,431,000; and the average monthly salary of 
passenger and freight transportation service providers was MNT1,394,000. 

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Figure  26. 
Average monthly salary, by economic activity (1,000 MNT)

Working hours per week and average hours per day

About 60 per cent of the total sample worked according to a fixed schedule, an average of 58.1 hours a 
week (table 10), which is 18 hours longer than the normal working hours specified in article 70.1 of the 
Labour Law. Employers reported working the greatest number of hours on average (60 hours), followed 
by employees (56.9 hours) and own-account workers (56.1 hours). Males worked slightly more hours on 
average than females (58.4 and 57.9 hours, respectively), although this was not the case among own-
account workers, where females worked slightly longer hours.
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

XTable 10. Average days worked per week for informal employment workers (days)

Employment status Male Female Total

Employee 59.17 54.30 56.85

Employer 60.58 59.55 60.00

Own-account worker 55.72 56.32 56.06

Total 58.41 57.85 58.09

XTable 11. Working days per week of informal employment workers, by occupation (%)

Occupation 1-4 5 6 7 Total

Accommodation and food service 4.9 11.1 5.4 5.7 6.2

Hairdressing and beauty 1.6 4.8 4.4 4.1 4.1

Wholesale and retail trade worker 23.4 25.5 66.7 47.3 50.5

Construction plasterer, painter, welder 6.8 5.3 2.8 4.6 4.1

Tailoring, handicraft, blacksmithing 11.6 18.6 10.7 14.7 13.6

Machine and mechanism repair 4.6 3.1 1.4 4.5 3.2

Carpentry, furniture, woodwork 5.1 7.6 2.9 5.6 4.9

Passenger and freight transportation 30.8 12.8 2.3 7.8 7.6

Other 11.3 11.4 3.4 5.7 5.8

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Workplace conditions and industrial accidents
Most informal employment workers described their workplace conditions as normal (59 per cent in 
Ulaanbaatar, and 62.5 per cent in rural areas). About 20 per cent of those in Ulaanbaatar and 18.7 per 
cent of those in rural areas described their place of work as cold, while 18 per cent of those in Ulaanbaatar 
and 17.8 per cent of those in rural areas described their place of work as hot.
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Figure 27.
Workplace conditions, by locale (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Patterns by occupation not presented in figure 27 included the following:

 X 48.6 per cent of construction workers and painters and 34.6 per cent of passenger and freight drivers 
found their workplace conditions difficult;

 X 35.9 per cent of furniture and woodworking carpenters, 34.6 per cent of car and machine repair 
workers, and 33.7 per cent of construction plasterers and painters described their place of work as 
dusty; and 

Figure 28 shows conditions of work, as described by the workers, in three types of workplace: markets, 
rented premises and specific business premises. In general, markets were least likely to be described as 
having normal working conditions. They were also the most likely to be described as either cold or hot.
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Figure 28. 
Working conditions at rented premises, markets and specific business premises (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Reported incidence of occupational injury was small, with only 3.6 percent of informal employment 
workers reporting some form of injury, and 95.1 per cent saying they had never experienced such an 
injury.

Of the 3.6 per cent who said they suffered some kind of occupational injury (figure 29), 55.9 per cent had 
cuts and 25.5 per cent had fractures. Injuries to the upper limbs or fingers were the most common (44.1 
per cent of cases). Despite their injuries, 52.1 per cent said they did not stop working.

Figure 29.
Type of injury (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Figure 30.
Expenses paid for treatment of work-related injury (%)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Workplace disputes and pressures
Only 8.5 per cent of informal employment workers said they faced workplace disputes in their job. Among 
those who did, 47.6 per cent said they experienced a dispute concerning salary, 34.4 per cent mentioned 
rent payment, and 13.2 per cent reported disputes over work environment and conditions (figure 31).

“Because these workers are not registered, violations related to labour and labour rights are hidden.”

Enkhjargal Enkhtaivan, Department Head in the Mongolian Employers’ Federation

“The working environment, occupational safety and health, and injuries in the informal sector all go 
unregistered.”

Ayush Nyam, independent  researcher, former Director of the Strategic Planning Department of the 
MSWL

“Studies of artisanal mining need to look at both formal and informal sectors. Registered cooperatives 
pay their taxes. But they represent only one tenth of the whole. The rest are working informally and 
know nothing about safety and working conditions.”

P. Tserenbazar, researcher and lecturer at the National University of Mongolia (NUM)
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Figure 31.
Labour disputes, by cause (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

2.4 Further statistical analysis
However informative they may be, one limitation of simple cross-tabulations, such as those presented in 
the preceding sections, is that they fail to take into account possible correlations among the explanatory 
variables of interest. For targeting and strategic purposes, it can be useful to see which explanatory 
factors continue to exhibit a strong correlation with the outcomes of interest, even when controlling for 
the other explanatory variables of interest.

This report does not include technical details of the analysis in what follows, but only presents the 
main results and their policy implications. Outcomes of interest are regressed against sex, age group, 
educational level, and main employment activity.

 X Salary among employees. Salary among employees is found to be robustly correlated only with
main employment activity, but not with sex, age group or educational level. Specifically, those in
manufacturing, construction and transportation were found to earn significantly more than those
in wholesale and retail trade and in repairs (trade and repairs). More precisely, after controlling
for sex, age group and educational level, informal employment workers in transportation earned
an estimated 62 per cent more than those in trade and repairs, those in construction 32 per
cent more, and those in manufacturing 20 per cent more. Stated differently, those in trade and
repairs were found to have earned significantly less than those in transportation, construction
and manufacturing. Those in the other sectors (accommodation, other services, “others”) earned
salaries not significantly different from those in trade and repairs.

 X Hours of daily work among employees. Note that the working day among all employees averages
9.7 hours, which is excessive. Fewer working hours, in what follows, imply better working
conditions, rather than underemployment. The number of hours worked among employees was
found to be robustly explained by both educational level and main activity. In particular, those who 
had an undergraduate degree were estimated to work 3.3 hours fewer than those with secondary
education or less, and those who had finished specialized secondary school nearly two hours fewer.
Meanwhile, those in manufacturing were found to work nearly an hour less than those in trade and
repairs.

Operationally, regression analysis achieves this. Different types of regression analyses may be performed on the data, de-
pending on the nature of the outcome variable under examination. Ordinary least squares (OLS) regression is appropriate 
when examining continuous variables such as salary and hours of work. Logit regression can be applied to the examination of 
variables that have only two possible values, for example when they are either “interested in formalizing” or “not interested”. 
An ordinal regression, on the other hand, is useful when examining a variable that is categorical but has a natural ordering, for 
example when examining the severity of the social and economic impacts of pandemic countermeasures.
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 X Regularity of pay and work schedule among employees. Among employees, females were
significantly more likely to have regular pay and work a regular schedule than were males. Aside
from gender, the only other robust correlate of regularity of pay and work schedule was main
activity, with those in construction and transportation having significantly less likelihood of enjoying 
regular pay and a regular work schedule than those in trade and repairs.

 X Profits among self-employed workers. Profits among self-employed workers were found to be
robustly correlated with sex, age group, educational level and main activity. Females generated an 
estimated 19 per cent lesser profit, on average, than did males. Profits were negatively correlated
with age, with those in their 60s and older, and those 50–59 years old earning significantly less.
In terms of educational level, those with an undergraduate or higher degree earned an estimated
45 per cent more, on average, than those with secondary education or less, those who completed
specialized secondary 26 per cent more, and those who completed high school 13 per cent more,
on average. By main activity, profits were significantly lower in other services (38 per cent less) and 
transportation (16 per cent less), while profits were significantly higher in construction (20 per cent 
more) and accommodation (20 per cent more), compared to trade and repair.

 X Hours of work among self-employed workers. Note that the average daily number of working
hours among all self-employed workers was 9.3, which is excessive compared to the normal 8
working hours. Compared to those in trade and repairs, hours worked were significantly higher
in transportation (1.23 hours more), construction (0.91 hour more), and accommodation (0.45
hour more). But hours worked were significantly fewer for those in other services (0.57 hour less),
manufacturing (0.31 hour less) and others (0.48 hour less). Those in the oldest age group worked
fewer hours (0.57 hour less). Females also worked slightly fewer hours.

 X Those with a secondary education or less. By main activity, self-employed workers in transportation,
manufacturing, construction and others were significantly less likely to have a regular work
schedule than those in trade and repairs.

 X Regularity of pay and regularity of work schedule among self-employed workers. Among self-
employed workers, having a regular work schedule was robustly correlated with sex, age group,
educational level and main activity. Females were more likely than men to have a regular work
schedule. Those in the 40–49 years age group were more likely to have a regular work schedule.
Those who had an undergraduate or higher degree, those who finished specialized secondary
school, and those who completed high school were more likely to have a regular work schedule than
those with a secondary education or less. By main activity, self-employed workers in transportation,
manufacturing, construction and others were significantly less likely to have a regular work
schedule than those in trade and repairs.

Summary
Informal employment workers in the survey were mainly self-employed (employers and own-account 
workers). The survey indicated the category of self-employed workers included more women than men, 
but informal employment included more men than women employees. Employees tended to be younger 
than self-employed workers. Employers typically were better-educated than either own-account workers 
or employees. Slightly more than half of informal employment workers were in wholesale and retail 
trade, and about a fifth were in manufacturing. The other sectors with a significant share of informal 
employment workers were transportation and storage, hotel and food service, and construction.

Informal employment was relatively stable. Average period of informal employment was 11.8 years, and 
64.8 per cent had been in their jobs at least eight years.

The most commonly cited reasons for being in informal employment were own desire or interest, 
difficulty finding a job, and lack of alternatives. Women in particular were more inclined to cite own desire

is categorical but has a natural ordering, for example when examining the severity of the social and economic impacts of 
pandemic countermeasures.
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or interest, whereas men were more inclined to cite difficulty finding a job. Most self-employed workers 
said they were in informal employment out of their own desire or interest.

Rented business premises and owned business premises were the most common places of work among 
the self-employed. This varied to some extent by location: in Ulaanbaatar, a plurality of self-employed 
workers worked in rented business premises; in the rural areas (four other regions surveyed), a plurality 
of self-employed workers worked in own-business premises. 

Most informal employment workers reported having permanent jobs, although there was a wide gap by 
gender, where 82 per cent of women, as opposed to only 39 per cent of men, reported this to be the case. 

Among employees, lack of formal contract presented a serious concern, as 75.5 per cent did not have an 
employment contract or else had only an oral agreement with their employer.

Among employees, the main advantages of informal employment cited were flexible hours, good salary 
and suitability to profession. The main disadvantages cited were inability to enrol in social protection, 
unstable wages, and poor access to health services. Among self-employed workers, the main advantages 
cited were flexible hours, profitability and the opportunity to work with family. The main disadvantages 
cited were the instability of revenues and earnings, the inability to enrol in social protection, and the lack 
of job security.

Among self-employed workers, about one sixth said they had difficulty accessing loans, primarily 
because of insufficient collateral, strict requirements regarding official documents, and high interest 
rates. Most who were able to obtain a loan did so from formal sources (commercial banks and non-
banking financial institutions). 

Average reported earnings among informal employment workers was MNT1,709,000. This was 
significantly greater for employers compared to own-account workers and employees, and significantly 
higher in Ulaanbaatar compared to other regions. Among employees, two fifths were not paid according 
to a fixed schedule

Informal employment workers worked long hours – 58.1 hours per week, on average, far longer than the 
normal working hours per week specified in the Labour Law.

Only a few informal employment workers reported occupational injuries, and only one twelfth reported 
having faced workplace disputes, which were mainly concerning salary and rent payments.

Further statistical analysis indicated the following:

 X among employees, salary was robustly linked with main employment activity, with wages 
significantly higher in manufacturing, construction and transportation;

 X among employees, hours worked was robustly linked with educational  level and main activity, with 
hours worked significantly fewer among those with better education and those in manufacturing;

 X among employees, females were more likely to have regular pay and a regular work schedule than 
were males, and those in construction and transportation were less likely to have regular pay and 
regularity of work schedule than were those in trade;

 X among self-employed workers, profits were lower for females, older self-employed workers, those 
with secondary education or less, and those in transportation; they were higher in construction 
and accommodation;

 X among self-employed workers, those in transportation, construction and accommodation worked 
longer hours, while both females and those aged 60 years and older worked slightly fewer; and

 X among self-employed workers, regular work schedules were more likely for females and those 
with better education, and less likely for those in transportation, manufacturing and construction. 
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Chapter 3. Supporting 
transition of informal 
employment
The formalization of informal employment is important both for the growth and development of the 
worker and for the national economy. It is thus critical to establish the basic conditions needed for 
informal employment workers to be formalized and protected from risks through unified government 
policy and support. At its 104th Conference (1 June 2015, Geneva), the ILO adopted new International 
Labour Standards to help millions of workers and economic entities move from the informal economy 
(which includes informal employment and informal sector employment) to the formal economy. Noting 
that more than half of the world’s workforce is engaged in the informal economy, the Conference 
highlighted the following important labour issues within that economic sphere:

 X It provides insufficient opportunities for quality employment.

 X It lacks social protection.

 X It prevents social dialogue.

 X It is a source of low productivity.

 X It presents a major obstacle to the sustainable development of companies.

 X This section addresses the following questions:

 X Challenges faced by informal employment workers; and

 X Willingness among those workers and opportunities to move to the formal economy.

3.1 Challenges and opportunities in transition to formal economy

A study published two decades ago examined the challenges facing the informal sector in Mongolia 
(Morris 2001). It found that 16 per cent of informal employment workers encountered problems:

 X about a third of this sample mentioned the high cost of raw materials and supplies;

 X more than a third said that consumers had low purchasing power;

 X about a third reported problems caused by government pressure; and

 X theft and fraud were also reported by 12 per cent of respondents.

The current survey has produced these results:

 X 12.8 per cent of self-employed workers said that they faced problems related to taxes and fees;

 X 11.4 per cent said they faced problems concerning professional inspection agencies; and

 X 62.3 per cent said that they did not face any problems;
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 X 62.3 per cent said that they did not face any problems.

Challenges and problems varied by occupation. For example, food, tea, hotels and service providers 
often reported problems with the specialized inspection agencies, while hairdressers, beauticians, retail 
and wholesale traders said they mostly encountered problems with taxes, fees, landlords and owners of 
their workplaces. Passenger and freight transportation service providers, on the other hand, said that 
they faced problems with the police.

Figure 32.
Problems faced by self-employed workers in business (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Optimism about their business among self-employed workers varied between employers and own-
account workers. Employers tended to be more optimistic, with 79.0 per cent saying they saw their 
businesses as promising compared to only 63.7 per cent of own-account workers (figure 33). Meanwhile, 
26.9 per cent of own-account workers considered their business doubtful compared to only 16.3 percent 
of employers. A smaller percentage (higher among own-account workers) said their business had no 
future.

Figure 33.
Whether the job or business is promising, by status (%)
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Looking at business optimism by years in business reveals an interesting pattern: those in business for 
a shorter period of time tended to be more optimistic, while those in business for longer tended to be 
more doubtful and pessimistic about their business (table 12).

XTable 12. Whether the job or business is promising, by years of service (%)

1-3 4-7 8-11 12-15 16+

 Promising 75.3 73.5 72.5 71.3 69.9

 Doubtful 18.6 19.9 21.9 22.0 22.1

 No future 6.1 6.7 5.6 6.8 8.0

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Interest in formalization
According to experts who participated in the focus group discussion, various measures can help to 
formalize informal employment workers:

 X At the macro level, economic diversification and the growth of the formal sector can help transition
informal workers to the formal sector.

 X To help with the transition at a more micro level, it is important to focus on informal worker
subgroups to understand the obstacles they face, and then design subgroup-specific programmes
to help them overcome those hurdles. Furthermore, according to the experts, it is important to
recognize that formalization could take some time, so it is key to set a long-term goal and to be clear 
about the intermediate stages that can lead to achieving that goal.

The survey results are consistent with these assessments.
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“The MLSP is working to increase employment within the framework of the goal from Welfare to Labour. We believe that 
the number of beneficiaries will be reduced by ensuring the basic right of citizens to work.”

Altantulga Bor, Head of the Employment Division of the MLSP

“The new labour law adheres to the principle of protection under the Labour Law, regardless of the sector in which the 
person works. We have expanded the scope of labour law to include the four basic rights of workers: the right to association, 
the right to freedom from forced labour, the prohibition of child labour, and the right to non-discrimination.”

Maya Sholtoi, senior analyst of the MLSP  

“Government policy needs to be very clear. All participants in labour relations should be fully informed, and it should be 
clear in which areas government policy will be implemented, what measures will be implemented, and what results will be 
achieved.” 

Otgontungalag Tsevel, Head of the Labour Monitoring and Legal Policy Department of the CMTU

“It is right for the Government to have a policy on informal employment. However, there is a need to ensure multi-
stakeholder participation in the development of this document, to improve cross-sectoral coordination, and to improve 
the capacity of institutions to develop and implement appropriate policies.”

Enkhjargal Enkhtaivan, Department head in the Mongolian Employers’ Federation

“All informal sector workers cannot be transferred to the formal sector at the same time. The first priority should be 
examining each problem and solving it in turn. But policymakers and implementers should be aware, in doing so, of the 
following tendencies: 

 -   that of first transferring those who are close to the formal sector to the formal sector; and 

 -   that of covering those who have not yet moved to the formal sector by social protection and formal registration. 

Informal employment groups need to be further dismantled and policies implemented in each of the smallest sectors. 
Policy is needed to address the issues of informal employment. However, I think it should be multi-stakeholder, integrated 
and comprehensive in nature.”

Ayush Nyam, independent researcher, former Director of the Strategic Planning Department of the MSWL

62



XThe state of informal employment in Mongolia

One main survey objective was to examine the opportunities and conditions for the formal registration 
of informal employment workers, as well as their interest and views on formalization.

By employment status, 50 per cent of own-account workers, 57.3 per cent of employers and 61.7 per cent 
of employees expressed interest in formalizing.

50.0% 54.2%
61.7%

50.0% 45.8%
38.3%

Own-account workers Employers Employees

Yes No

Figure 34.
Interest in formalization (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

In the Labour Research Institute’s 2013 Survey on the Structure and State of Informal Employment, 
[check: Still can’t find that citation… ]42.1 per cent of employers and 25.0 per cent of the own-account 
workers said they intended to transition to the formal economy. If one assumes comparability between 
the two surveys, then this may be evidence that interest in formalization is growing.

Among self-employed workers, an interesting pattern by age group becomes apparent: the younger the 
workers the more likely they were, on average, to be interested in formalizing (figure 35). In other words, 
the willingness of informal employment workers to move to the formal economy was inversely related 
to the age of the citizen – that is, the interest in formalization decreases with age. This was true for both 
own-account workers and employers.
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Figure 35.
Interest in obtaining official registration, by age group (%)

The same pattern emerges when the relationship between years of work in the current business and 
interest in formalization is examined: interest in formalization stands in inverse proportion to the 
number of years in the business. Among employers with between one and seven years of experience, 
61.7 per cent were interested in formalizing, while for those with 8–11 years of experience 62.6 per cent 
were interested in formalizing. At the same time, 52.8 per cent of employers and 60.2 per cent of the 
own-account workers who worked for 16 years or more expressed no interest in formalizing. 
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

64



XThe state of informal employment in Mongolia

Figure 36.
Interest in becoming officially registered, by years of operation (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

When self-employed workers were asked about the benefits of having their business registered, they 
most frequently cited increased profits, sales and customers (19.6 per cent), and expansion of activities 
and the creation of more jobs (19.5 per cent).

Figure 37.
Self-employed workers: Benefits expected from registration of business (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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For employees, the most frequently cited potential benefits of formalizing were higher and more stable 
salaries (29.6 per cent) and enrollment in social protection and health insurance (28.5 per cent). In 
addition, 2.7 per cent of employees said they believed it would be beneficial, but did not know what 
specific benefits formalization would bring, while 8.6 per cent said they did not know whether it would 
be beneficial or not. This suggests a lack of information among some workers regarding the potential 
benefits of formalization, and a lack of awareness of the importance and relevance of transitioning to 
the formal sector. A few workers said that, although they were interested in working in the formal sector, 
given the prevailing circumstances that would be less profitable than working in the informal sector.

Figure 38.
Employees: Benefits expected from formalizing (%))

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Official regulation and integrated government policies and activities should support informal 
employment workers in their transition to formal employment, while creating favourable conditions for 
their further development. The survey clarified the views and interests of informal employment workers 
regarding these issues. (Clarification was elicited by way of multiple-choice questions). According to self-
employed workers, low-interest loans to support small businesses was the most needed support for  
formalization (figure 39). Other than low-interest loans, most-cited incentives included the following: 

 X financial support or grants;

 X exemption from income tax for a certain period of time;

 X VAT exemption;

 X start-up business support.
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Figure 39.
Self-employed workers: Incentives that can influence transition to formal employment 
(%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Among employees, 45.8 per cent said that higher-paying jobs should be made available; 35.8 per cent 
said job placement service for formal jobs was needed; and 31.2 per cent said government-provided skills 
training was necessary.

Figure 40.
Employees: Incentives that can influence transition to formal employment (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Reasons for refusing to register work or services
The main reasons for informal employment in Mongolia have been easy access and little regulation 
(Anderson 1998). The World Bank has published the latter survey annually since 2003, and it highlights 
overcoming barriers to doing business. In the 2020 report, Mongolia, with 67.8 points, ranked 81st out 
of 190 countries. Mongolia ranked 100th, with 86.7 points, in terms of starting a business, which shows 
that it has been very difficult to start a business in Mongolia, especially in the formal sector. The results 
of this State of Informal Employment in Mongolia report confirm this.

When self-employed workers were asked what difficulties they anticipated in formalizing their business, 
63.5 per cent said paying taxes and insurance premiums, 31.8 per cent mentioned lack of knowledge 
of tax and fee law, 28.6 per cent reported difficulties in accounting, 26.8 per cent cited complexity of 
registration procedures, and 25.3 per cent lack of fixed assets/equipment (figure 41).

Figure 41.
Self-employed workers: Difficulties expected in formalizing business (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Those responses were closely related to the reasons they gave as to why they did not want to register as 
a formal business (figure 42). Some said the increase in social security and tax burden would increase, 
while others spoke of their lack of legal knowledge and information. A significant percentage also 
said they were not interested in changing their current situation. Differences by employment status 
were apparent. For example, the most frequently cited reason for employers to refuse to register their 
business or services was related to the increase in social security and tax burden (21.7 percent), while 
for own-account workers the most frequently cited reason was their lack of interest in changing their 
status (15.4 percent).
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Figure 42.
Reasons for refusing to register work/services (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Difficulties anticipated by employees when shifting to a formal job (figure 43, below) included lack 
of educational qualification (36.3 per cent); lack of necessary profession or skills (32.2 per cent); and 
shortage of jobs (24.1 per cent).

Figure 43.
Potential barriers to employment in the formal sector (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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When asked why they did not want to shift to a formal job, 19.0 per cent of employees said they were 
uninterested in working in the formal sector due to old age, retirement or lack of interest; 17.0 per cent 
said it was because of the fixed hours and workplace pressure. In addition, significant percentages were 
reluctant to work in the formal sector for reasons beyond their control, including low salary, lack of jobs, 
high requirements, and age requirements.

Figure 44. 
Employees: Reasons for not wanting to shift to a formal job (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

3.2 Potential effects of electronic registration and electronic payments
The Mongolian Government is pursuing a policy of digitalization of public services to provide accessible 
and prompt public services to citizens and companies. The survey also asked how the use of electronic 
forms of registration and information, as part of this effort, would impact the willingness of informal 
employment workers to formalize.

Among self-employed workers, 30.2 per cent said that the availability of an electronic registration 
(e-registration) system would have an impact on their willingness to register their business; 24.3 per 
cent said it will have no impact; and a plurality (45.5 per cent) said that they did not know.
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Figure 45.
Willingness to officially register business: Does e-registration have impact? (%)

By employment status and years of work: 

 X Employers:

 X 41.4 per cent of employers with 1–3 years of experience said that availability of e-registration 
would positively impact their willingness to register;

 X 28.3 per cent of employers with 16 or more years of experience said this would impact their 
willingness to register.

 X Own-account workers:

 X 26.2 per cent of own-account workers with 1–3 years of experience;

 X 20 per cent of those with 16 years of experience said this would impact their willingness to 
register.

In general, those who were older were more likely to say that the availability of e-registration would not 
impact their willingness to register.

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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Figure 46.
Whether e-registration has impact on willingness to officially register your business, 
by years of work (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

XTable 13. Whether e-registration has impact on willingness to officially register your business, 
by age group (%)

15–35 36–45 46–55 56+

Affect 40.5 32.4 26.9 20.9

Does not affect 24.2 23.0 24.9 26.0

Don’t know 35.4 44.6 48.2 53.1

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

XTable 14. Whether e-registration affects willingness to officially register your business, by level 
of education (%)

The impact of the availability of e-registration on willingness to register was also associated with 
educational level (table 14). The more highly educated were more likely to say that e-registration would 
impact their willingness to register.

Educational level Affects Does not affect Don’t know

Undergraduate or higher 37.6 25.8 36.6

Technical or specialized secondary 28.7 26.0 45.3

Complete secondary 28.0 22.7 49.3

Incomplete secondary or lower 21.1 25.9 53.0

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Figure 47.
Employees: Impact of availability of e-registration on willingness to register and 
voluntarily contribute to pension fund (%)

Among employees, 30.8 per cent said that the availability of e-registration would impact their willingness 
to register and voluntarily contribute to a pension fund even without employer contributions, while 24.6 
per cent said it would have no impact and 44.6 per cent said they did not know.

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Box 2

Formalization: International experiences

ILO Transition from the Informal to the Formal Economy Recommendation, 2015 (No. 204) describes 
possible interventions to support the transition to formality. Among other measures, these 
include enforcing tax and labour laws, reducing registration costs and time, providing 
incentives to shift to formal employment, and improving access to finance, technology, public 
procurement, and training.

Table , below shows a way of categorizing the possible strategies or interventions for the transition 
to formality. Productivity strategies include policies to drive economic growth and to improve 
linkages between the different sectors of the economy. Regulations include simplifying procedures 
to register, and the improved dissemination of information. Incentives include financial subsidies 
tied to registering, tax rebates, social security coverage, and access to public services. Enforcement 
includes such measures as stricter enforcement of tax and employment regulations.

Table
Main strategies applied in transition to formality

Macro policies for an enabling environment

Productivity Meso policies for sectoral and chains level

Microfirm-level interventions

Information training

Regulations Simplification of procedures

Improvement through social dialogue

Financial subsidies

Incentives Tax rebates

Social security coverage

Access to public services / public procurements

Enforcement Compliance culture

Automation/upgrading

Special regimes

Source.  Chacaltana et al. (2018).
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3.3 Further statistical analysis

As in the previous section, we regress key outcomes of interest against sex, age group, educational level, 
and main activity of employment.

Interest in transferring to a formal job. Among employees, interest in transferring to a formal job had 
no robust correlates, meaning none of the explanatory variables could significantly explain interest in 
transferring to a formal job.

Among self-employed workers, interest in registering business was robustly correlated with age and 
main activity. Older self-employed workers were less likely to be interested in registering their businesses. 
Those in transportation were significantly less likely to have an interest in registering their businesses, 

Many of these measures have been tried in different countries with different levels of success, as 
described below. The main source for these examples is Mehrotra (2019).

Regulations. Evidence suggests that e-formalization or the use of technology can facilitate 
transition to the formal economy. Online filing of tax returns and business registration, for example, 
encourages formalization to some extent, and one-stop shops for business registration have been 
tried in different countries. But the general finding, supported by a study done in Indonesia, is that, 
though helpful, this is in itself not enough to significantly promote formalization.

Enforcement. In the People’s Republic of Bangladesh, a visit and official written warning by the tax 
authorities to informal enterprises to register or face penalties has been found to more than double 
tax registrants, but mainly among large enterprises. The legislated expansion of social security to 
include a clearly defined subset of informal workers, with penalty for non-compliance, has also 
been tried in some countries with some success. In Thailand, for example, a law was passed to 
effectively formalize the homework sector. In the Philippines a law was passed to include domestic 
workers in social and health insurance. In South Africa, domestic workers were included in the 
unemployment insurance fund.

Incentives. Countries have tried, with varying degrees of success, a variety of formalization 
incentives:  

 X Viet Nam, with government financial support in the form of investment incentives, tax 
reductions, and soft loans;

 X India, with government subsidies for employer contributions to its social security scheme;

 X India, Thailand, and Viet Nam, with government direct subsidies for social insurance with low-
income informal workers, and Sri Lanka, with payments to firms for registering (on the other 
hand, Sri Lanka did not experience much success with providing information regarding the 
registration process or with reimbursement for direct registration costs).

While it is important to learn from the formalization experiences of other countries, the effectiveness 
of any given strategy may very much depend on country context. Just because a strategy has 
proved effective in one country does not mean that it will prove appropriate for Mongolia.

Sources. Chacaltana et al. (2018); ILO (2015) ; Mehrotra (2019).
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businesses, while those in construction, manufacturing, and others were more likely to have an interest 
in registering their businesses. 

Impact of e-registration availability on voluntary contribution to pension fund. For employees, the 
question regarding the impact of the availability of e-registration on voluntary contribution to pension 
fund had three possible responses: positive impact, no impact, and do not know. Among employees, 
those who did not know the possible impact or who had no opinion of the possible impact of e-registration 
were more likely to be male, and more likely to be those in the older age groups. 

Among self-employed workers, again, the question regarding the impact of the availability of 
e-registration on the formalization of their businesses had three possible responses: positive impact, 
no impact, and do not know. Among self-employed workers, those who had no opinion with regard to 
the possible impact of e-registration on the formalization of their business were more likely to be those 
in the older age groups.

Self-employed workers were asked which benefits or incentives could convince them to register their 
business as a formal business. 

 X Who were more likely to respond “Exemption from income tax for a certain period”?

Those with more education – vocational education or higher. Those in construction. Not those in 
manufacturing, meaning those in manufacturing were much less likely to mention exemption from 
income tax. Employers were also more likely to respond with exemption from income tax for a certain 
period. 

 X Who were more likely to say “VAT exemption or incentives”?

Again, those with more education – vocational education or higher. Employers, except for those in 
manufacturing, were also more likely to say VAT exemption or incentives. 

 X Who were more likely to respond “Social insurance payment exemption or incentives”?

Younger workers. Highly educated workers – meaning those with undergraduate or higher degrees. 
Employers were also more likely to mention social insurance payment exemption and incentives.

 X Who were more likely to respond “Capital and equipment assistance or support”?

 X Those with limited education – specifically those with secondary education or less. Males were 
also more likely to respond with capital and equipment assistance or support.

 X Who were more likely to respond “Low-interest loans for micro-businesses”? 

 X Younger workers – those 49 years and younger. Not manufacturing, not construction, and not 
“others”. Employers were also more likely to mention low-interest loans for micro-businesses.

 X Who are more likely to respond “Workplace rent discount”?

 X Those with higher education – that is, with vocational education and higher. Those in other 
services. Own-account workers were also more likely to say workplace rent discount. Those in 
construction and transportation were less likely to mention workplace rent discount.

 X Finally, who were more likely to respond “Access to public procurement”?

 X Those in manufacturing and construction. Employers were also more likely to mention access 
to public procurement.
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Section summary

Most self-employed workers reported no problems in their businesses. Those who did say they faced 
difficulties mainly cited issues with taxes and fees, professional inspection organizations, and owners 
of their workplaces.

Most self-employed workers were optimistic about their businesses – especially the employers, close to 
four fifths of whom said their business was promising.

Most informal employment workers expressed interest in formalizing, though differences were 
apparent according to employment status, with a greater proportion of employees expressing interest 
in formalizing, followed by employers, and then own-account workers. Among self-employed workers, 
those who were younger and who had been in business a shorter time were more likely to express 
interest in formalizing.

Among self-employed workers, the benefits most expected from registering a business were increased 
profits, sales and customers, as well as expanded activities and the creation of more jobs. Among 
employees, the benefits most expected from formalizing were higher and more stable salaries, as well 
as enrollment in social protection and health insurance.

Self-employed workers reported that low-interest loans to support small businesses was their most 
needed support in formalizing. Employees said they most needed well-paying formal jobs, and job 
placement services for formal jobs.

Among self-employed workers, the most anticipated difficulties in formalizing included tax and social 
insurance premiums , followed by lack of knowledge of tax and fee law, issues with accounting, and 
the complexity of registration procedures. For their part, employees reported the main barriers in 
transferring to a formal job were lack of required education, unsuitable skills and profession, and lack 
of available jobs.

A plurality of self-employed workers said they did not know how e-registration availability would 
impact their willingness to officially register their businesses; three tenths said it would influence their 
willingness to register; and close to one fourth said it would have no impact. Employers were more likely 
than own-account workers to be impacted by e-registration. Available e-registration was more likely to 
encourage younger workers than older ones to register.

Further statistical analysis indicated the following:

 X Among self-employed workers, age and main activity were strongly linked to interest in registering 
their business, with younger workers and those in construction and manufacturing more likely to 
express an interest.

 X Among both employees and self-employed workers, those in the older age groups were more likely 
to have no opinion regarding the impact of e-registration on their decision to voluntarily contribute 
to the pension fund (for employees) or to register their business (self-employed workers). Among 
employees, males were also more likely to have no opinion regarding the impact of e-registration 
on their joining the pension fund.

 X When self-employed workers were asked what benefits or incentives would convince them to 
register their business, preferences differed to some extent by worker characteristics:

 X Employers and those with relatively more education were more likely to mention exemption 
from income tax for a certain period, exemption from VAT, social insurance payment 
exemptions, and workplace rent discounts. Employers also cited low-interest loans for micro-
businesses and access to public procurement.
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 X Males and those with limited education were more likely to cite capital and equipment 
assistance or support.

 X Own-account workers were more likely to cite workplace rent discounts. 

 X Those in construction were more likely to say income tax exemption and access to public 
procurement.

 X Those in manufacturing were also more likely to mention access to public procurement.
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 X The Law on Social Insurance states that informal employment workers may voluntarily participate 
in social insurance (pension insurance, benefit insurance, industrial accident and occupational 
disease insurance). The Law thus opens an opportunity for informal employment worker coverage.

Chapter 4. Coverage by 
employment promotion 
policies and programmes
This section addresses knowledge and information about employment promotion policy and activities. 
It presents detailed information regarding the following issues:

 X the legal environment for informal employment;

 X ongoing employment policies and programmes;

 X sources of information and access for informal employment workers;

 X outcomes of employment promotion programmes;

 X future needs.

4.1 Legal environment for informal employment, current policies and programmes

Currently, no legislation specifically addresses informal employment. However, the Law on Employment 
Promotion, the Law on Occupational Safety and Hygiene, and the Law on Social Insurance do address 
informal employment to some extent.

 X The Employment Promotion Law stipulates that micro-enterprises, service providers and own-
account workers are included in employment promotion activities. Article 12 of the Law is dedicated 
to measures aimed at these individuals. Support measures include professional and methodological 
advice, entrepreneurship training, microcredit, financial support and business incubation services.

 X The Law on Occupational Safety and Hygiene adopts a broad definition of employment, one that 
covers self-employment, contracted employment and other forms of employment, making it 
possible to bring informal employment workers within its purview. The Law states that employed 
citizens have a right to work in a workplace that meets labour-law OSH requirements. With informal 
employment workers in the formal sector, this law may be enforced by creating obligations for 
employers, but for own-account workers working in the informal sector, there are certain gaps and 
other issues in the Law’s implementation.
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XTable 15. Legislation related to informal employment

Law Year Overview

Law on Employment Promotion 
(revised version)

2011 Employment promotion activities cover microenterprises, service 
providers and the self-employed. A separate chapter is included to 
cover support for these citizens.

Law on Occupational Safety 
and Hygiene

2008 The scope of the law is broadly defined to cover the self-employed, 
contracted and other forms of employment, which allows for those 
in informal employment. The law states that an employed person 
has the right to work at a workplace that meets occupational safety 
and health (OSH) requirements.

Law on Social Insurance 1994 Informal employment workers are eligible for voluntary social 
insurance (pension insurance, benefit insurance, industrial accident 
and occupational disease insurance). This provides informal 
employment workers with opportunities to be covered by social 
protection.

Law on Promotion of Small and 
Medium Enterprises and 
Services (revised version)

2019 It is stipulated there will be a medium-term programme for 
development of SMEs and services aimed at introducing advanced 
technologies in the service sector; providing the public with services 
meeting the required standards; reducing informal employment; 
and increasing employment.

Current policies and programmes
No unified legal framework covers informal employment, currently, but many policies and programmes 
address related issues in piecemeal fashion: 

 X Mongolia’s long-term development policy document Vision 2050 aims, through 2021–30, to improve 
informal employment registration information. It also provides for implementation of a special 
programme to extend social insurance to citizens and herders working in the informal sector.

 X Mongolia’s 2020–25 main guidelines for development aim to improve informal employment 
registration and information.

 X Through 2016–26, state employment policy is being implemented in two phases. This policy sets 
specific goals for informal employment in the context of promoting decent work. For example, the 
target share of informal employment was set at 14.1 per cent  for 2020 and 11.7 per cent for 2025. 
The policy has also aimed to increase the number of social insurance payers to 1,129,300 in 2020 
and 1,220,100 in 2025.

 X The Employment Promotion Programme for 2021–22, approved by the National Employment 
Council, includes measures related to informal employment. During the COVID-19 pandemic, own-
account workers are to be covered by such measures as soft loans from the Entrepreneurship 
Rehabilitation Programme, working capital support, entrepreneurship training and sales promotion 
activities.

 X The Government approved the implementation of a policy on pension reform for 2015–30. 
This policy aims to improve the social security of herders, own-account workers and informal 
employment workers. To achieve this goal, a special pension insurance fund is being established. The 
pension insurance is to be regulated by a special law, and the Government is taking responsibility 
for payment of at least 50 per cent of the pension insurance premiums for informal employment 
workers, with the period of payment regulated by law.

 X The Action Plan of the Government of Mongolia for 2020–24 aims to provide an “enabling 
environment for enterprises and the self-employed to sustain jobs and earnings through 
information dissemination, advocacy and trainings required to ensure labour safety, meeting 
hygiene requirements and pursue disinfection procedures”.
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Previously implemented policies and programmes
Beyond those current measures, previous policies and programmes addressed informal employment. 

 X The Comprehensive National Development Policy of Mongolia (2007–21), based on the Millennium 
Development Goals, stipulated the implementation of comprehensive measures to serve the 
following ends:

 X expand economic and business support for informing, registering and organizing informal 
employment workers;

 X improve access to social services with the participation of the Government, civil society 
organizations and professional associations;

 X increase informal employment worker competitiveness. 

 X The Government approved the implementation of a policy on pension reform for 2015–30. 
This policy aims to improve the social security of herders, own-account workers and informal 
employment workers. To achieve this goal, a special pension insurance fund is being established. The 
pension insurance is to be regulated by a special law, and the Government is taking responsibility 
for payment of at least 50 per cent of the pension insurance premiums for informal employment 
workers, with the period of payment regulated by law.

 X The Action Plan of the Government of Mongolia for 2020–24 aims to provide an “enabling 
environment for enterprises and the self-employed to sustain jobs and earnings through 
information dissemination, advocacy and trainings required to ensure labour safety, meeting 
hygiene requirements and pursue disinfection procedures”.

XTable 16. Policies and programmes

Name Year Objectives in brief

Vision 2050 – Mongolia’s 
long-term development policy 

2020 By 2050, Mongolia is to be one of the leading countries in Asia in 
terms of social development, economic growth and quality of life.

The State employment policy 2016 This policy aims to reduce levels of poverty by increasing decent work 
employment, by balancing supply and demand in the labour market, 
and both by creating employment opportunities and conditions for 
the population and by continuously developing professional skills 
among the labour force.

State policy on pension reform 2015 The goal of this policy is to create a system of adequate pensions for 
the elderly, based on the financial capacity of the State, citizens and 
employers to jointly bear the cost of pensions, a cost that inevitably 
will rise due to demographic changes including increasing life 
expectancy.

Five-year guidelines for 
Mongolia’s development in 
2021–25

2020 This policy means to strengthen the system of equal, accessible and 
quality delivery of basic social services, and to encourage the 
development of a Mongolian citizenry that is educated, healthy, 
socially active, humane and moral, while implementing a comprehen-
sive, family-friendly human development policy.

Entrepreneurship activities 
recovery programme during 
the pandemic

2021 The policy aims to provide unsecured, interest-free, repayable 
financial and non-financial support to entrepreneurs engaged in 
industry, services and livestock herding to allow them to resume 
operations during the COVID-19 pandemic and support initiatives to 
promote job creation, maintaining and protecting jobs, and in-
creasing citizens’ incomes.
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 X Similarly, the Government’s informal employment policy for 2006–15 outlined major measures in 
this sector. The policy aimed to formalize informal employment through public services and by 
creating legal, economic, labour and social security guarantees to protect informal employment 
workers from risks. The policy stipulated that it would cover those non-agricultural self-employed 
individuals, households and groups without organizational affiliation that were engaged in activities 
not prohibited by law, and who were not fully covered under official information, registration, and 
social security procedures. It outlined measures to serve these ends:

 X expanding opportunities to transition from informal work to formal employment; 

 X providing coverage in the national accounting system;

 X improving social protection.

 X The Official Statistics Development Programme (2006–10) stipulated measures to develop 
and introduce informal employment indicators, concepts and definitions in accordance with 
international common standards and methodologies. The three-pillar development policy (2018–
20) aimed to accomplish the following:

 X improve working conditions among informal employment workers, while increasing their 
productivity;

 X promote effective labour cooperatives;

 X support formalization.

 X The Action Plan of the Government of Mongolia for 2020–24 stated that a legal environment would 
be created for herders and own-account workers that allowed them to pay their social insurance 
premiums.

4.2 Sources of information and coverage
To assess levels of knowledge and information among informal employment workers regarding 
government employment promotion policies, labour legislation and related legal documents, the 
survey investigated worker awareness of the Labour Law, the Employment Promotion Law, the Law 
on Occupational Safety and Hygiene, the State Employment Policy, and employment promotion 
programmes.

The great majority of workers reported they did not know about these employment promotion policies, 
labour laws, and related legal documents (table 17). This was true regardless of employment status. 
Relatively more knowledge of the Law on Occupational Safety and Hygiene was apparent than of other 
labour policies and laws across all types of employment status, although in the case of own-account 
workers, it was about the same level as their knowledge of employment promotion projects and 
programmes in addition to the law. The scantiest knowledge reported was that regarding the State 
Employment Policy and the Employment Promotion Law.
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Breaking down reported knowledge of informal employment workers regarding legal and policy 
documents by age (table 18) revealed interesting patterns. The Labour Law, the Employment Promotion 
Law and the Occupational Safety and Hygiene Law showed a U-shaped relationship with age. This 
suggested such knowledge was relatively higher among both the youngest and oldest age groups, 
and lower among those between the two. With state employment promotion policy and employment 
promotion projects and programmes, such knowledge was notably higher for the older age groups, 
especially those 56 years and older.

XTable 17. Knowledge of legal and policy documents (%)

Employment 
status

Level of 
knowledge

Labour Law Employment 
promotion 

law

Occupational 
safety and 

hygiene law

State 
employment 
promotion 

policy

Employment 
promotion 

projects and 
programmes

Employer Don’t know 68.5 76.2 62.6 80.7 66.7

Know little 27.7 21.5 28.6 17.6 25.1

Know   3.8   2.3   8.8   1.7   8.3

Own-account 
worker

Don’t know 72.1 78.7 66.6 82.0 66.7

Know little 23.8 18.5 27.0 16.0 27.3

Know   4.2   2.8  6.4   2.1   6.1

Employee Don’t know 77.6 83.2 67.2 85.0 80.0

Know 19.9 14.2 24.7 13.6 14.5

Know little    2.5   2.6  8.1   1.4    5.5

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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The higher their educational level, the more informal employment workers’ general knowledge 
concerning legal and policy documents tended to increase (table 19).

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

XTable 18. Informal employment workers with knowledge of legal and policy documents, by age 
group (%)

Law and regulation Age group 15–35 36–45 46–55 56+

Law on Labour Don’t know 68.6 73.7 69.8 67.7

Know little 27.4 22.9 26.2 27.7

Know 4.0 3.4 4.0 4.6

Employment promotion law Don’t know 75.4 80.4 77.2 75.7

Know little 21.9 17.6 20.3 20.4

Know 2.7 2.0 2.5 3.9

Occupational safety and hygiene law Don’t know 60.2 67.1 65.4 61.5

Know little 30.1 26.5 27.0 29.0

Know 9.7 6.4 7.6 9.3

State employment promotion policy Don’t know 81.6 84.8 80.3 76.3

Know little 16.8 13.7 18.0 20.4

Know 1.6 1.5 1.7 3.3

Employment promotion projects and 
programmes

Don’t know 72.4 70.0 65.5 61.4

Know little 22.3 24.1 26.6 28.5

Know 5.4 6.1 8.0 10.1
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XTable 19. Informal employment workers with knowledge of legal and policy documents, by level 
of education (%)

Law and regulation Educational 
level

Incomplete 
secondary 

or lower

Complete 
secondary

Technical or 
specialized 
secondary

Undergraduate 
or higher

Law on Labour Don’t know 74.0 78.3 67.7 57.2

Know little 23.5 19.9 28.9 34.8

Know   2.5   1.8   3.4   8.1

Employment promotion law Don’t know 80.3 83.8 80.3 65.6

Know little 17.9 15.3 18.7 28.3

Know   1.8   0.9   1.0   6.1

Occupational safety and 
hygiene law

Don’t know 69.5 71.8 55.5 53.5

Know little 25.5 22.9 32.0 35.1

Know   5.0   5.3 12.6 11.4

State employment promotion 
policy

Don’t know 84.4 86.3 82.7 71.9

Know little 14.1 13.0 15.0 24.3

Know   1.5   0.7   2.2    3.8

Employment promotion 
projects and programmes

Don’t know 72.4 71.1 64.9 61.0

Know little 22.1 23.6 25.3 29.1

Know   5.5   5.4   9.9   9.9

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

By occupation, workers providing catering and hotel services knew most about the Labour Law and the 
Employment Promotion Law, as well as about the State Employment Policy. Meanwhile, construction 
workers, painters and welders were best informed about the Law on Occupational Safety and Hygiene. 
However, a survey found that the employment promotion projects and programmes were known best 
by tailors, handicraft workers, blacksmiths, and catering and hotel service providers.

Under the Law on Employment Promotion, employment promotion measures included preparation of  
people for employment, employment training, support for herders and the self-employed, support for 
citizens to form partnerships and cooperatives, support for employers, organization of public works 
and employment of citizens who have difficulty finding work. In addition, employment promotion 
was implemented in the form of other projects and programmes as specified in the legislation and 
determined by decisions of the Government and the National Employment Council.

When asked about the sources of information on employment promotion activities for informal 
employment workers, 24.2 per cent answered that they received it by telephone and online information 
channels; 21.4 per cent said that they received it by television and radio. Meanwhile, 50.5 per cent said 
they did not have access to such information from anywhere, which indicates a lack of information in 
this area.
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Figure 48.
Sources of information on employment promotion activities (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

By region, the Khangai region reported a higher percentage than did Ulaanbaatar of those who 
received information by phone and from online information channels. The share of those among 
informal employment workers in Ulaanbaatar who received employment information from the district 
Department of Labour and Welfare Services was lower than it was in the aimags (provinces).

XTable 20. Sources of information on employment promotion activities by region (%)

Source of information West Khangai Central East Ulaanbaatar

Phone and online information 
channel

19.8 30.8 19.8 20.6 24.8

Employee of the Labour and 
Welfare Service Department

19.8 17.6 10.0 24.4 9.1

Brochure 1.3 5.0 0.8 1.1 1.5

Newspaper 3.4 3.2 1.6 2.7 2.4

Friends and acquaintances 17.5 10.5 21.4 11.8 11.7

Family 5.0 3.2 4.5 1.1 2.6

TV, radio 24.6 17.4 23.7 14.5 22.1

NGO 1.3 0.3 0.5 0.0 0.3

Can’t get from anywhere 44.2 46.6 53.3 47.5 52.7

Other 4.0 1.1 2.1 1.1 3.4

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

By age group, the key sources of information for all age groups were telephone, online information 
channels, television and radio. However, as people got older, the use of telephone and online information 
channels decreased, and they instead tended to get their information from television and the radio.

Can't get from anywhere
Phone and online information channel

TV, radio
Friends and acquaintance

Employee of the Labor and Welfare Service
Family

Newspaper
Brochure

NGO
Other

50.5
24.2

21.4
13.7

12.9
3.2

2.5
1.9

0.4
2.7
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XTable 21. Sources of information on employment promotion activities by age group (%)

Source of information 15–35 36–45 46–55 56+

Phone and online information channel 33.0 25.0 22.0 15.2

Employee of the Labour and Welfare 
Service Department

6.9 13.2 14.2 16.5

Brochure 3.0 1.3 1.8 2.2

Newspaper 1.9 1.7 3.0 4.7

Friends and acquaintances 14.0 12.1 15.2 13.0

Family 2.7 3.0 3.4 4.5

TV, radio 16.8 17.6 23.7 31.6

NGO 0.0 0.7 0.3 0.8

Can’t get from anywhere 53.0 52.8 48.9 45.2

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Participation in employment promotion projects and programmes
The survey found that only 10.7 per cent of all informal employment workers participated in employment 
promotion projects and programmes. By employment status, 11.9 per cent of employers, 10.3 per cent 
of own-account workers and 5.1 per cent of employees participated. By gender, the survey found that 
9.1 per cent of men and 12.0 per cent of women participated in some kind of employment promotion 
programme.

If workers’ knowledge and awareness of employment promotion programmes are compared with their 
participation in an employment promotion programme, for instance at the level of occupations, a high 
positive correlation (0.8) is apparent, though the correlation is imperfect (figure 49). For instance, retail 
and wholesale traders were more aware of employment promotion programmes, but were less likely to 
participate. This may be because the direction and scope of activities covered by employment promotion 
programmes and activities were determined stipulating involvement of producers and service providers. 

Figure 49. Informal employment workers who have participated in the employment 
promotion programme and are aware of the programme (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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By region, we find that 6.4 per cent of informal employment workers in Ulaanbaatar, 14.7 per cent in the 
Khangai region, 18.8 per cent in the Western region, 11.9 per cent in the Central region, and 17.7 per cent 
in the Eastern region were involved in some form of employment promotion programmes and activities.

Of the total number of informal employment workers involved in the employment promotion programme, 
50.7 per cent were involved in micro-loan measures and 21.9 per cent in jobs-support programmes.

In 2019, aimags and district labour and welfare departments selected and supported poverty alleviation 
and living standards projects to increase employment. Their selection was informed by relevant social

economic and employment indicators such as local and capital city-specific characteristics, needs, and 
population size. According to the General Authority for Labour and Welfare Services (GALWS), in 2019 
33.3 per cent of targeted projects meeting the specific needs of localities were implemented in the 
Khangai region, 27.7 per cent in the Central region, 20.9 per cent in the Western region, 10.7 per cent in 
the Eastern region, and 7.3 per cent in Ulaanbaatar.,

However, 14.3 per cent of the informal employment workers in the Khangai region who took part in 
the survey reported participation in targeted projects meeting the specific needs of this area, a high 
percentage compared to other regions.

The share of informal employment workers in these employment promotion programmes was very low 
compared to the total number of people enrolled in the Employment Promotion Programme in 2019 
and 2020.

Employment promotion projects and programmes: Advantages and disadvantages
The survey asked informal employment workers who participated in the employment promotion 
programmes whether they achieved the expected results from the programmes and activities and what 
the advantages and disadvantages were of the programmes.

Of those who participated in the programmes, 62.8 per cent (64.3 per cent of employers and 60.6 per cent 
of the own-account workers) said they achieved the expected results from the employment promotion 
programmes.
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

When asked about the benefits of participating in these programmes and activities, 48.7 per cent of 
informal employment workers said they were able to expand their services and 21.2 per cent said their 
sales increased. However, 21.2 per cent of informal employment workers said they did not know of  any 
benefits and 19.2 per cent said they did not gain any benefits

Figure 50.
Were the expected programme results achieved? (% of responses from those who 
participated in employment promotion programmes)

Figure 51.
Benefits gained by participating in employment promotion programmes (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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Involvement in employment promotion programmes had benefited informal employment workers in all 
types of employment and services in terms of expanding their services, increasing sales and overcoming 
financial difficulties.

When informal employment workers who participated in employment promotion projects and 
programmes were asked what were the weaknesses of the programmes, 28.3 per cent said that there 
were no weaknesses. The biggest weakness cited was the low level of financial support (30.9 per cent).

Figure 52. 
Weaknesses of employment promotion programmes and measures (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Among those who did not participate in employment promotion projects and programmes, when asked 
why they did not participate,  68.6 per cent said they did not get information, 18.7 per cent said that 
they did not meet the eligibility requirements (for example age, area of activity), 10.9 per cent cited 
bureaucratic requirements and 10.0 per cent said they did not need the programmes on offer (figure 53).

Figure 53.
Reasons for not being able to participate in employment promotion programmes and 
activities (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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Considering the data by age group, older workers (46–55 years and 56+) who were unable to participate 
in employment programmes were slightly more likely to cite failure to meet eligibility requirements, while 
younger workers (15–35 years, 36–45 years) were slightly more likely to cite lack of information.

XTable 22. Reasons for being unable to participate in the employment promotion programme, 
by age group (%)

Reasons for non-participation in employment promotion 
programme and activities

15–35 36–45 46–    
55

56+

Eligibility requirements 17.7 17.2 20.3 19.5

Previously participated in other programmes 0.4 0.2 0.4 0.2

Bureaucracy 12.4 9.8 11.4 10.4

No information 69.1 72.5 65.3 66.9

Was busy 7.8 7.7 9.4 6.6

Don’t need the existing programmes 9.8 9.5 10.4 10.1

Other 6.8 5.7 6.3 7.8

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

A similar pattern was observed by educational level: more educated workers (technical or specialized 
secondary, undergraduate or higher) who were unable to participate in employment programmes were 
slightly more likely to cite failure to meet eligibility requirements, while less educated workers (incomplete 
secondary or lower, complete secondary) were slightly more likely to cite lack of information (table 23).

XTable 23. Reasons for being unable to participate in employment promotion programmes and 
activities, by educational level (%)

Reasons for non-participation in 
employment promotion programme 

and activities

Incomplete 
secondary or 

lower

Complete 
secondary

Technical or 
specialized 
secondary

Undergraduate 
or higher

Eligibility requirements 15.9 17.4 22.4 20.6

Previously participated in other 
programmes

0.6 0.2 0.5 0.3

Bureaucracy 10.9 10.6 11.86 11.11

No information 69.9 71.4 64.4 64.7

Was busy 8.7 7.8 9.8 8.2

Don’t need the existing programmes 8.8 9.4 7.7 12.1

Other 6.1 5.8 8.0 6.8

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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4.3 Need for programmes and measures

According to the survey, 71.9 per cent of informal employment workers needed some form of government 
support. Among those who said they needed support, the most frequently cited support needed was 
repayable financial support (88.6 per cent), followed by microbusiness loans (86.4 per cent), then start-up 
business support (63.7 per cent). See figure 54, below.

Figure 54.
Government support that can be useful for businesses (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

The most frequently cited forms of government support needed were the same across the various 
sectors of economic activity: repayable financial support and microbusiness loans (table 24).

XTable 24. Need for employment promotion programmes and activities, by main sectors of 
economic activity (%)

Main economic activities Repayable 
financial 
support

Micro- 
business 

loan

Workplace 
rental 

support

Sales 
support

Start-up business 
support

Manufacturing 87.9 87.3 59.4 58.3 64.3

Construction 80.6 69.2 42.6 37.7 69.2

Wholesale and retail trade 90.1 88.4 57.2 58.1 63.1

Transportation and storage 86.4 81.0 35.1 28.8 67.4

Hotel 90.8 81.8 54.3 45.7 56.7

Other service 84.8 85.6 67.5 46.9 66.8

Other 86.6 84.6 56.4 39.7 62.8

53.4

56.3

63.7

86.4

88.6

Sales support

Workplace rental support

Start-up business support

Micro business loan

Repayable financial support

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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Among those who said they needed to participate in an employment promotion programme or activity,48 
per cent said they needed entrepreneurship training, 38 per cent said on-the-job training, and 37 per 
cent said vocational training (figure 55).

Figure 55.
Training needs to improve businesses (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

When asked an open-ended question regarding what other training needs they had, the most frequently 
cited were professional training, book accounting, and doing business (figure 56). To sell and promote 
their products online, informal employment workers needed training in how to effectively market and 
trade online. For example, by providing electronic receipts to their customers, shops and retailers 
benefit by becoming more competitive, but this requires basic information and training in tax law and 
accounting.
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Figure 56.
Other training needs to improve businesses (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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4.4 Further statistical analysis
As seen previously, this study regresses outcomes of interest against sex, age group, educational level, 
and main activity of employment. 

Knowledge of employment laws, policies, and programmes. The five categories of employment policies 
and programmes include the following; 

 X abour law;

 X employment promotion law;

 X occupational safety and hygiene law;

 X state employment promotion policy;

 X employment promotion projects and programmes.

The survey showed that these categories correlated robustly with age, educational level, and main 
activity.

 X  Sex was robustly correlated with knowledge of labour law, occupational safety and hygiene law,
and state employment promotion policy.

 X  Class of worker was also robustly correlated with knowledge of labour law and employment
promotion project and programmes.

 X  Informal employment workers significantly less likely to have knowledge of such policies and
programmes included those who were younger; less educated than college graduates; female; in
trade and repairs, transportation, and other services; and employees.

Section summary 

The great majority of informal employment workers reported not knowing about employment promotion 
policies and programmes and labour laws. This is true of the Labour Law, the Employment Promotion 
Law, the Occupational Safety and Hygiene Law, the State Employment Promotion Policy, and employment 
promotion projects and programmes.

Those with lower levels of education tended to lesser knowledge of labour laws and employment 
promotion policies and programmes.

A little more than half of informal employment workers reported being unable to source information on 
employment promotion activities from anywhere. About a fifth of informal employment workers sourced 
their information on employment promotion activities from phone and online information channels, and 
another fifth from TV and the radio.

Only a little more than one tenth of all informal employment workers participated in employment 
promotion projects and programmes.  Among employees, only one twentieth did so. Participation in 
employment promotion projects and programmes correlated positively with knowledge and awareness 
of employment promotion programmes

Among those who participated in employment promotion projects and programmes, most said they 
achieved the expected results from the projects and programmes, with the most cited benefits being 
the expansion of work and services and an increase in sales. About a fifth, however, reported not getting 
any benefit. The most cited weakness of the employment promotion projects and programmes was the 
small amount of financial support.

Among those who did not participate in employment promotion projects and programmes, most said 
this was because they did not get any information, and about a fifth said they did not meet the eligibility 
requirements.
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More than seven tenths of informal employment workers said they needed some form of government 
support, with the most cited support being repayable fnancial support, closely followed by microbusiness 
loans, and then start-up business support. Close to half of those who said they needed some form of 
government support mentioned they needed entrepreneurship training.

Further statistical analysis indicated the following:

There was significantly less knowledge about employment promotion policies and programmes and 
labour laws among these groups:

 X those who were younger;

 X females;

 X those who were less than college educated;

 X employees;

 X those in trade and repairs, transportation, and other services.

Quarantine and other reasons. By status of employment, 49.4 per cent of employees, 50.3 per cent of 
own-account workers, and 57.6 per cent of employers were engaged in business during the period. Of 
the informal employment workers who were not engaged in work or business, 51.2 per cent reported 
having a permanent job but were not able to do any work during the period, as the normal conduct of 
work or business was curtailed by to the government’s lockdown measures any benefit. The most cited 
weakness of the employment promotion projects and programmes was the small amount of financial 
support.
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Chapter 5. Effects of the 
pandemic on informal 
employment
The pandemic has had and, as of this writing, continues to have, a major impact on the employment of 
informal employment workers. Long-term quarantine deprives people of income until, in many cases, 
they face such problems being able to pay rent or repay loans, declining consumption, and loss of 
customers. This chapter discusses the following areas: 

 X  impacts of the pandemic on the employment, work and business activities of informal
employment workers;

 X  specific challenges these workers have faced;

 X  support they have received;

 X  what further support they may need.

5.1 Impact on employment conditions and economic units

Studies done on the impact of the pandemic on employment have concluded that the impact of COVID-19 
was particularly hard on informal sector participants (e.g. Ohnsorge and Yu, 2021). Informal sector 
workers are typically paid less than formal sector workers and have less access to funding and social 
security networks (Loayza, 2018; Perry et al., 2007). It has also been reported that one of the factors 
contributing to the spread of infection was working and living in crowded conditions, as is frequently the 
case among informal workers, and making all transactions in cash, which is almost always the case for 
informal business (Chodorow – Reich et al., 2020; Surico, Galeotti 2020).

Informal units, on the other hand, tend to dominate the labour-intensive services sector and social 
distancing has had severe impact on them. About 72.0 per cent of the services sector in developing 
countries is informal, while in manufacturing the share of the informal sector is 33.0 per cent (Amin, 
Ohnsorge, Okou, 2019).

In our survey of informal employment workers, we found that 53.9 per cent were engaged in business 
during the week of data collection, while 46.1 per cent were not engaged in business due to the 
quarantine and other reasons. By status of employment, 49.4 per cent of employees, 50.3 per cent of 
own-account workers, and 57.6 per cent of employers were engaged in business during the period. Of 
the informal employment workers who were not engaged in work or business, 51.2 per cent reported 
having a permanent job but were not able to do any work during the period, as the normal conduct of 
work or business was curtailed by to the government’s lockdown measures.

Impact on operation of economic units

Among those reporting being employed during the survey period, when asked if there were any changes 
in the level of activity of the enterprise where they worked during the COVID-19 preventive measures, 73.4 
per cent said the activity declined and 11.9 per cent said the enterprise where they worked temporarily 
closed (figure 57).
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Figure 57.
Changes in level enterprise activity due to COVID-19 pandemic prevention measures 
(%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Differences by economic sector were apparent in the impact on level of activity (table 25). Those in 
wholesale and retail trade were more likely to report a decline in activity (67.1 per cent), followed by 
manufacturing (61.1 per cent), and “other services” (60.5 per cent). Meanwhile, temporary closure 
was highest in hotel accommodation and food service (28.9 per cent), followed by other services (28.6 
per cent) and manufacturing (21.2 per cent). A fifth of those in transportation and storage reported a 
complete cessation of activities, as did 16.3 per cent in construction, and 16.2 per cent in accommodation 
and food service.

XTable 25. Changes in enterprise/workplace level of activity due to COVID-19 pandemic 
prevention measures, by economic sector (%)

Economic activities Declined Temporarily 
closed

Unchanged Improved Complete 
cessation of 

activity

Lost 
job

Manufacturing 61.1 21.2 6.9 0.5 8.3 2.0

Construction 51.2 18.7 8.9 0.0 16.3 4.9

Wholesale and retail trade 67.1 19.1 6.4 0.3 6.4 0.7

Transportation and storage 45.8 20.3 7.3 0.0 20.2 6.5

Accommodation and food 
service

50.0 28.9 3.8 1.1 16.2 0.0

Other service 60.5 28.6 1.6 0.0 6.3 3.0

Other 47.3 18.5 14.9 0.0 14.5 4.9

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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As noted earlier, the pandemic presented a major challenge for businesses in areas other than the food 
trade. For example, people who sold seasonal ready-made clothes took out loans to buy winter clothes, 
but, even as the winter season ended, were unable to sell these goods due to the lockdown. Then, in 
April, after they bought spring inventory, lockdown was re-imposed. Inactive workers were more likely 
to be street and market traders, handicrafts and related workers, tailors, and passenger and freight 
transportation workers.

For those who were not employed during the pandemic and temporarily stopped working or closed their 
business, 46.3 per cent said they stopped working or closed their business sometime in 2020, and 53.7 
per cent said they did so sometime in the current year (2021). 

Among those who were not employed during the pandemic and who completely ceased working or 
closed their business, 72.7 per cent did so in 2020 and 27.3 per cent in 2021. Among those who lost their 
job, 67.2 per cent did so in 2020 and 32.8 per cent in 2021 (table 26).

XTable 26. Changes due to pandemic prevention measures, by year (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Year Temporarily closed Complete cessation of 
activity

Lost job

2020 46.3 72.7 67.2

2021 53.7 53.7 32.8

Among those who reported being employed at the time of the survey, or who had a job even if they were 
unable to work because of lockdown measures, 98.0 per cent said they were doing the same work and 
services that they did before the COVID-19 pandemic.

Impact of pandemic on working hours and income
The study compared average working hours among informal employment workers who were doing the 
same work before the pandemic (before January 2020) and during the period of the survey (April 2021),  
covering only those who were employed during both periods.

Average weekly working hours declined overall by about six to seven hours (figure 58). There was little 
difference by status of employment, with own-account workers and employers reporting a slightly higher 
reduction in hours of work. By sex and status of employment, the working hours of women suffered a 
greater decline among employees and own-account workers, but less decline among employers.
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Figure 58. Change in average working hours per week, by sex (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

Some notable differences correlated with region and employment status (table 27). The working hours 
of informal employment workers in the Khangai region were more greatly reduced than were those in 
other regions. In the Khangai region, working hours declined by nine hours for employees, ten hours for 
own-account workers and 12 hours for employers.

XTable 27. Change of average working hours per week, by region and by employment status 
(hours)

Region Employee Own-account worker Employer
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West 64 65 0 57 52 -5 57 52 -5

Khangai 55 46 -9 54 44 -10 59 48 -12

Central 57 54 -3 60 52 -7 64 57 -6

East 83 76 -7 56 51 -6 59 55 -5

Ulaanbaatar 60 53 -7 57 51 -6 61 55 -6

Total 59 53 -6 57 50 -7 61 54 -7

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 
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By occupation, among the most affected in terms of working hour reductions were furniture and 
woodworking carpenters working as employees (down by 17 hours). Among furniture and woodworking 
carpenters who were own-account workers, the average weekly working hours decreased by 11 hours, 
and for mechanics and catering workers who were own-account workers, working hours dropped by 10 
hours (table 28).

Construction plasterers, painters and welders were also badly affected, where their working hours 
declined by 16 hours, as were employers in passenger and freight transportation, whose work week 
decreased by 15 hours. 

XTable 28. Weekly working hours pre-pandemic and during pandemic, by occupational status (%)

Occupation

Employee Own-account worker Employer
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Construction plasterer, 
painter, welder

62 55 -7 55 55 -1 66 50 -16

Passenger and freight 
transportation

62 58 -4 59 52 -6 62 47 -15

Machine and mechanism 
repair

69 64 -5 58 49 -10 64 54 -10

Tailoring, handicraft, black-
smithing

57 51 -7 52 47 -6 57 49 -8

Carpentry, furniture, wood-
work

62 44 -17 51 40 -11 61 53 -8

Hairdressing and beauty 58 52 -6 54 47 -7 59 52 -7

Wholesale and retail trade 58 51 -7 58 52 -6 61 55 -6

Food and accommodation 
service

53 52 -1 52 42 -10 62 57 -5

Other 57 52 -5 54 49 -5 59 54 -5

Total 59 53 -6 57 50 -7 61 54 -7

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

By economic sector and status of employment, among the most affected in terms of working hours 
were employees in the manufacturing sector (decreased by nine hours), own-account workers in the 
construction sector (decreased by eight hours), and employers in the construction sector (decreased by 
15 hours), as well as employers in the transport and warehousing sector (decreased by 12 hours). See 
table 29.
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XTable 29. Change in weekly working hours pre-pandemic and during the pandemic, by economic 
sector (hours)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Construction 64 57 -7 62 54 -8 69 54 -15

Transportation and storage 62 57 -5 58 53 -5 58 47 -12

Manufacturing 57 48 -9 53 46 -6 58 51 -7

Hotel, accommodation and 
food service

63 66 3 48 44 -4 63 56 -7

Other service 58 54 -4 53 46 -7 59 52 -7

Wholesale and retail trade 57 50 -7 58 51 -7 61 55 -6

Other 56 50 -6 57 47 -10 56 50 -6

Total 59 53 -6 57 50 -7 61 54 -7

Salary or net earnings was also compared pre-pandemic and during the pandemic for those who were 
employed during both periods (figure 59) For employees, average salary declined by MNT380,400 (40.2 
per cent). Net earnings, meanwhile, declined by MNT797,100 (55.3 per cent) for own-account workers, 
and by MNT1,253,600 (57.1 per cent) for employers.

Some evidence indicates that the net earnings of male workers dropped by a greater amount, on average: 
the net earnings of male own-account workers decreased by MNT825,200, while the incomes of female 
own-account workers decreased by MNT776,800. At the same time, the net earnings of male employers 
decreased by MNT1,372,400 compared to MNT1,162,100 for female employers.

Figure 59. Impact on informal employment workers’ salary or net earnings, by 
employment status (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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By region and status of employment, the average salary/net earnings of employees and own-account 
workers in Khangai and Ulaanbaatar declined the most (by more than MNT400,000 each). But employers 
in Ulaanbaatar, Western and Khangai regions experienced even sharper declines in net earnings 
(decreased by between MNT1.1 and 1.4 million).

By occupation and status of employment, among employees and own-account workers, sewers, 
handicraft workers, blacksmith, construction plasterers, painters, and welders suffered the biggest 
decline in salary/net income (by over MNT500,000). Among employers, net earnings declined the most for 
carpenters, furniture and woodworkers, machinery and equipment repairmen, construction plastering, 
painting and welding workers (by more than MNT1.5 million).

By economic sector and status of employment, the highest decrease was in construction for employers 
(by MNT2,131,600), manufacturing for employers (by MNT1,345,000), and construction for own-account 
workers (by MNT1,329,700). These data are presented in table 30.

XTable 30. Impact on informal employment workers’ salary or net earnings, by employment 
status and sector (1,000 MNT)

Economic activity Employee Own-account worker Employer
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Construction 1 415.9 853.7 -562.2 2 249.1 919.4 -1 329.7 2 915.7 784.1 -2 131.6

Manufacturing 933.5 572.0 -361.5 969.7 419.1 -550.6 2 148.4 803.3 -1 345.0

Transportation and storage 1 204.5 706.2 -498.4 1 480.7 960.3 -520.4 2 807.7 1 488.9 -1 318.8

Accommodation and food 
service

738.0 400.1 -337.8 1 336.7 1 062.7 -274.0 2 156.8 866.8 -1 290.0

Wholesale and retail trade 704.6 450.9 -253.7 1 488.1 650.4 -837.7 2 231.2 1 038.1 -1 193.2

Other service 1 127.3 527.2 -600.1 975.3 422.6 -552.7 1 437.7 491.2 -946.4

Other 1 049.8 606.6 -443.2 3 221.2 742.8 -2 478.4 2 187.1 980.1 -1 207.0

Total 947.4 567.0 -380.4 1 442.1 645.0 -797.0 2 197.1 943.6 -1 253.6

If, instead of considering the individual salaries or net earnings of informal employment workers, the 
impact on monthly average household income is taken into account, the data shows that households 
of own-account workers experienced the sharpest decline in percentage terms (53.6 per cent, or 
MNT975,000). By comparison, the average monthly household income of employers dropped by 47.7 
per cent (MNT963,200), while for employees it dropped by 40.5 per cent (MNT514,800). See figure 60.

Note that this includes all households, not just the households of employed individuals in the pandemic 
period, as was the case in the salary/net earnings comparison. Employment status was based on pre-
pandemic information. 

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Figure 60. 
Impact on household income of informal employment workers, by employment status 
(%, in 1,000 MNT) 

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

As a share of total households of informal employment workers, 11.6 per cent reported a decline in 
household income of up to 25 per cent; 28.9 per cent reported a decline in household income between 
25 and 50 per cent; 30.1 per cent reported a decline in household income of between 50 and 75 per cent; 
and 21.4 per cent reported a decline in household income of between 75 and 100 per cent. The remaining 
8 per cent said their household income had not declined.

Figure 61.
Impact on household income compared to the pre-pandemic period (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia. 

5.2 Types, sources and effectiveness of assistance
When asked whether their household income was sufficient to cover living expenses during the 
pandemic, 50.9 per cent of respondents said it was sufficient, and 49.1 per cent said it was insufficient. 
By economic sector, with the exception of informal employment workers in wholesale and retail trade 
sector and “other” sectors, most in each sector reported their household income was insufficient to cover 
living expenses during the pandemic (figure 62). But even in wholesale and retail trade and the “other” 
sector, close to 50 per cent viewed their household income as insufficient.
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Figure 62. 
Whether household income was sufficient to cover living expenses, by economic 
sector (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Of the total, 37.8 per cent said they received the necessary assistance to cover their living expenses, while 
62.2 per cent said they did not receive the necessary assistance. 

Of those who received assistance, 93.7 per cent said they received financial assistance, 8.6 per cent said 
they received food assistance, and 3.2 per cent said they received protective equipment. A smaller share 
of employees reported receiving financial assistance. These data are presented in figure 63.

By economic sector, with the exception of informal employment workers in wholesale and retail trade 
sector and “other” sectors, most in each sector reported their household income was insufficient to cover 
living expenses during the pandemic (figure 62). But even in wholesale and retail trade and the “other” 
sector, close to 50 per cent viewed their household income as insufficient.
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Figure 63. 
Types of assistance received, by employment status (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Among those who received financial assistance, the great majority received it from the national 
Government. Of those who received food assistance, a plurality received it from friends or relatives. And 
of those who received protective equipment, most received them it the Government.

XTable 31. Financial assistance, by type and source of support (%)

Source Financial assistance Food Protective materials

Government 86.9 39.1 61.6

Local government 1.7 16.6 25.9

Employer 0.9 2.3 17.4

NGO/charity 0.6 5.4 2.8

Friends/relatives (other than household members) 11.9 42.2 27.5

Other 3.9 25.2 25.5
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8.6

86.0
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Total
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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5.3 Impact of official pandemic countermeasures

The survey asked informal employment workers about adverse effects on their livelihood or business 
attributable to government pandemic prevention measures (table 32). The great majority of the workers 
found that the measures had made their livelihoods difficult or very difficult in the following ways:

 X reduced hours of work or business operation;

 X temporary and even permanent stoppages of job or business;

 X reduced salary or earnings;

 X rising prices of inputs;

 X disruptions in the supply of essential raw materials;

 X making business and investment decisions difficult.

The pandemic measures hit especially hard in terms of reduced salary or earnings, temporary stoppages 
of job or business, and reduced hours of work or business operations.

XTable 32. Difficulties due to pandemic prevention measures (%)

Difficulty Not at all 
difficult

Not 
difficult

Moderately 
difficult

Difficult Very difficult Total

Hours of work or business opera-
tion

2.9 3.7 15.3 26.8 51.3 100.0

Temporary stoppage of job or 
business

3.2 5.1 13.0 25.3 53.4 100.0

Permanent loss of job or closure of 
business

8.1 10.4 17.7 21.5 42.2 100.0

Reduction in salary or earnings 2.2 3.2 12.3 27.1 55.3 100.0

Rise in the price of inputs 5.0 5.7 17.1 28.2 44.0 100.0

Supply of essential raw materials 
for production

9.6 7.3 16.2 25.9 41.1 100.0

Business and investment decisions 15.9 7.9 16.1 25.0 35.1 100.0

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

By status of employment, own-account workers and employers generally reported experiencing higher 
levels of difficulties (table 33). In all cases, the difficulties encountered most frequently were the reduction 
in salary or earnings and the reduced hours of work or business operations. 
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XTable 33. Difficulties (combined moderately difficult to very difficult) encountered due to 
COVID-19 prevention measures, by employment status (%)

Difficulty Employee OAW Employer Total

Hours of work or business operation 89.9 93.9 93.5 93.4

Temporary stoppage of job or business 86.5 93.5 90.9 91.7

Permanent loss of job or closure of business 77.8 83.2 80.5 81.5

Reduction in salary or earnings 88.4 95.7 94.6 94.6

Rise in the price of inputs 77.2 89.9 90.6 89.3

Supply of essential raw materials for production 61.1 85.0 84.7 83.1

Business and investment decisions 57.6 76.7 78.3 76.1

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

5.4 Economic support measures: Scope and effectiveness

This section describes the scope and effectiveness of economic support measures taken by the 
Government of Mongolia in connection with the transition to the COVID-19 pandemic preparedness.

Scope of economic support measures

Informal employment workers reported that they (or the enterprise they worked for) benefited from the 
following measures:

 X 98.6 per cent cited suspension of heating and electricity fees; 

 X 71.7 per cent from child benefits (100,000 MNT); 

 X 21.0 per cent from deferred loans; 

 X 14.4 per cent from full exemptions in social insurance contributions; 

 X 5.5 per cent cited exemption from CIT;

 X 2.6 per cent cited exemption from income tax.

Although involvement in government-sponsored interventions was high overall, according to experts in 
the focus group discussion, informal workers were  ineligible for some of the assistance. Because informal 
workers were not covered by social insurance, they were unable to benefit from some government 
measures that required prior registration, and, because they lacked organization, they were unable to 
address their concerns directly to the Government. The experts suggested these factors explained why 
informal workers were more severely affected by the pandemic

By employment status, the notable differences were that employees appeared to have benefited 
less from the elimination of social insurance contributions (as to be expected given the definition of 
employees in informal employment), from deferment of loan payments, and from exemption from CIT. 
Employees appeared to have benefited more from child allowance, however.
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XTable 34. Incidence of benefit from government economic support measures, by employment 
status (%)

Measures Employee OAW Employer Total

Elimination of social insurance 
contributions

10.1 20.8 13.6 14.4

Suspension of income tax on citizens’ 
salary

2.9 2.0 2.7 2.6

Exemption from CIT due to income 2.0 5.1 5.8 5.4

Child allowance 77.9 68.9 71.6 71.7

Exemption from payment of utilities 97.6 99.5 98.5 98.6

Deferment of loan payment 15.3 25.5 20.7 21.0

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Effectiveness of economic support measures

Most informal employment workers found the government measures effective in the following ways:

 X  supporting household income (80.9 per cent);

 X  reducing utility costs (60.5 per cent);

 X  supporting salaries and earnings (50.2 per cent).

Fewer workers found the following measures as effective: 

 X allowing them to keep their jobs (37.5 per cent);

 X  allowing them to continue their business (33.3 per cent);

 X letting them work from home (11.9 per cent);

 X  stabilizing prices (8.9 per cent).

These data are presented in figure 64.
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Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Figure 64.
Effectiveness of government measures (%)

By status of employment, what is notable is that employees appeared to have rated some measures less 
effective than did own-account workers and employers, specifically in terms of allowing them to keep 
their job, making work from home possible, supporting salaries, and even reducing utility costs (table 35). 

XTable 35. Effectiveness of government measures, by employment status (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

Outcome Employee Own-account 
worker

Employer Total

Supporting salaries and earnings 45.0 49.8 51.2 50.2

Supporting household income 80.7 83.2 79.1 80.9

Price stability of goods and materials 7.7 9.3 8.8 8.9

Keeping job 20.6 36.4 40.8 37.5

Making work from home possible 5.7 12.0 12.7 11.9

Reduction in utility costs 49.5 60.7 61.9 60.5

Ability to continue business 11.8 32.2 37.3 33.3
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By economic activity, workers in construction, more than those in other occupations, found the measures 
effective in supporting household incomes, salaries, net incomes and net earnings, and in reducing 
operating costs. Workers in manufacturing sector found the measures more effective in allowing them 
to work from home.

By occupation, retailers and wholesalers, as well as tailors, craftsmen, blacksmiths, carpenters, and 
furniture and woodworkers, found the measures more effective in allowing them to keep their jobs than 
those in other occupations. Meanwhile, than those in other occupations, workers in sewing, handicrafts, 
blacksmithing, carpentry, furniture and woodworking found the measures effective in allowing them to 
work from home (table 36).

XTable 36. Effectiveness of government measures, by main activity (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Supporting salaries and net 
revenue

53.7 54.5 50.9 56.2 50.7 48.0 55.3 48.2 44.5 51.0

Supporting household income 80.2 86.9 81.5 86.6 83.2 78.4 86.0 82.7 80.3 82.3

Price stability of goods and 
materials

9.7 5.9 9.6 9.9 8.9 2.4 10.7 9.3 7.8 9.1

Keeping job 38.1 37.5 40.7 24.2 42.3 32.7 43.0 27.9 28.0 38.1

Making work from home possible 9.9 1.3 8.4 10.6 27.1 17.3 26.0 7.3 11.5 12.1

Reduction in utility costs 58.8 60.3 63.9 48.4 62.9 62.8 64.3 55.4 54.6 61.5

Ability to continue business 32.0 26.7 36.8 20.0 35.5 28.0 49.0 23.5 25.1 33.8

5.5 Future plans (employers and own-account workers)

Among self-employed workers, 95.8 per cent said that they intended to continue their business. The 
most frequently cited government support needed were soft loans (61.4 per cent), reduced interest rates

(42 per cent), and support to small enterprises (26.1 per cent). See figure 65. By economic sector, those 
in manufacturing cited the need to raise the purchasing power of consumers.
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Figure 65. 
Support needed, by self-employed workers (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

The survey also asked self-employed workers what future problems they foresaw during the pandemic 
(figure 66). A large majority (65.0 per cent) said lack of funds. This was distantly followed by low demand 
for product or service (26.7 per cent) and high prices of inputs (23.6 per cent).

Figure 66.
Potential future problems during pandemic, by self-employed workers (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

By region, those who cited lack of financial funds was especially higher in the East (77.3 per cent), relative 
to the other regions, and noticeably lower in the Central region (50.6 per cent). Meanwhile, expensive 
inputs was cited by a larger share, compared to other parts of the country, of self-employed workers in 
the West and Central regions. 
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XTable 37. Potential future challenges, by region (%)

Type of problems West Khangai Central East Ulaanbaatar Total

Lack of funds 67.9 67.3 50.6 77.3 66.2 65.0

High prices of inputs 39.9 23.3 39.2 22.7 27.9 30.0

Lack of demand for goods and 
services

31.5 30.1 19.3 26.2 26.7 26.7

Lack of supply or access to services 33.2 15.3 17.0 13.9 21.3 20.6

Lack of access to market 18.7 19.6 17.9 11.5 15.0 16.4

Lack of capacity to use digital 
technology

5.7 10.5 6.5 4.6 4.9 6.1

Others 17.1 18.5 14.5   7.1 16.9 16.1

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

When asked about products and services that were difficult to obtain during the pandemic, 31.4 per 
cent mentioned issues with Customs, freight transportation services, and the purchase of inventory and 
goods; 14.9 per cent mentioned health services; and 10.0 per cent banking services (figure 67).

Figure 67.
Main difficulties in obtaining products and services during the pandemic (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

In all regions, the main procurement difficulties reported were procuring goods and raw materials due 
to issues with Border and Customs, and transport services (table 38). In the West and Central regions and 
in Ulaanbaatar, the second-most-reported difficulty was procuring health services. In the East region, 
procuring bank services was the second-most-reported difficulty.
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Problems West Khangai Central East Ulaanbaatar Total

Border and Customs, transport 
service, procurement of goods and 
raw materials

36.2 32.8 37.0 39.5 26.7 31.4

Health service 16.0 8.0 16.1 5.9 17.4 14.9

Bank service 7.9 10.0 8.9 14.1 10.5 10.0

Rise in price of transportation and 
goods

7.9 6.8 8.6 14.1 8.7 8.5

Quarantine, QR code for traffic 
permission

4.4 10.8 4.1 12.2 5.1 6.1

All types of services 4.1 9.6 3.8 1.5 5.1 5.2

Food 8.2 3.2 5.5 3.9 4.9 5.1

State/public service 2.8 3.6 3.1 2.0 6.7 4.8

Lack of funds 4.1 4.8 0.7 2.4 4.2 3.6

XTable 38. Main difficulties in obtaining products and services during the pandemic, by region (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

5.6 Use of digital technology (employers and own-account workers)
This section examines the use of electronic technology by self-employed informal employment workers. 
The survey found that 38.6 per cent of these workers used digital technology in their businesses. 

Use of digital technology increased with level of education (figure 68). More than half (52.8 per cent) of 
those with an undergraduate education or higher used digital technology in their business. That share 
declined to 37.8 per cent among those with technical and specialized secondary education, 32.6 per cent 
for those with a complete secondary education, and only 28.2 per cent for those with an incomplete 
secondary or lower education.

Figure 68. 
Use of digital technology, by education (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Meanwhile, the use of digital technology was inversely related to age group (figure 69). Among 15- to 
35-year-olds, 54 per cent used digital technology, and this declines to 41.2 per cent for 36- to 45-year-olds, 
34.6 per cent for 46- to 55-year-olds, and 23.8 per cent for those 56 years and older.

Figure 69. 
Use of digital technology, by age (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

The use of digital technology was also inversely linked to the number of years self-employed workers 
had been in their businesses: the longer in business, generally the less likely a worker was to use digital 
technology (figure 70).

Figure 70. 
Use of digital technology, by years of operation (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

By occupation, hairdressers and beauty salon workers, food and accommodation service workers, and 
wholesale and retail traders were the most likely to use digital technology (figure 71). On the other hand, 
passenger and freight transportation workers and machine and mechanism repair people were the least 
likely to used digital technology. 
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Figure 71. 
Use of digital technology, by occupation (%)

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.

The survey asked self-employed workers about their use of specific social networks and digital technology 
(table 39). The most frequently used social networks were Facebook (74.5 per cent at least medium use) 
and WeChat (29.3 per cent at least medium use). Use of the other social networks use was minimal. In the 
case of digital technology, the great majority used mobile money or ATMs (93.8 per cent at least medium 
use), and a relatively large number used e-commerce (47.7 per cent at least medium use), and computers 
(31.2 per cent at least medium use).

XTable 39. Use of digital technology, by type (%)

Type of digital technology Never Sometimes Medium Often Always Total

Facebook 22.1 2.0 7.9 9.2 57.4 100.0

Twitter 90.2 4.7 2.5 1.1 1.4 100.0

Skype 94.1 3.0 1.4 0.4 1.0 100.0

WhatsApp 94.1 2.7 1.1 0.3 1.7 100.0

WeChat 66.3 4.4 6.8 5.7 16.8 100.0

Instagram 83.5 5.3 4.2 2.7 4.3 100.0

YouTube 83.1 3.0 6.1 4.6 3.2 100.0

Mobile money /ATM 4.5 1.6 5.3 18.1 70.4 100.0

Webpage 79.0 4.6 4.0 3.0 9.4 100.0

Blog 93.4 3.5 0.7 0.6 1.8 100.0

e-commerce 47.4 4.8 7.3 12.5 27.9 100.0

Computer 63.7 5.1 6.9 4.8 19.5 100.0

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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By region, self-employed workers reporting that they always used mobile money or ATMs for their 
businesses: 92.6 per cent in the Khangai region; 69.8 per cent in Ulaanbaatar; 64.5 per cent in the 
Western region; 64.4 per cent in the Central region; and 47.3 per cent in the Eastern region (table 40). 
Self-employed workers reporting that they did not use e-commerce: 82.0 per cent in the Khangai region; 
45 per cent in Ulaanbaatar; 45.5 per cent in the Western region; 36 percent in the Eastern region; and 
20.7 per cent in the Central region.

By employment status and occupation, Facebook use was highest among employers and own-account 
workers in hairdressing, beauty, sewing, handicrafts, blacksmithing, carpentry and the furniture and 
woodworking industries.

XTable 40. Use of digital technology, by region (%)

Type/ level West Khangai Central East Ulaanbaatar Total

Mobile 
money/ ATM    

Never 5.0 0.8 4.6 9.3 4.7 4.5

Sometimes 1.7 0.0 1.1 1.3 2.1 1.6

Medium 8.3 1.6 3.4 14.7 4.9 5.3

Often 20.7 4.9 26.4 27.3 18.4 18.1

Always 64.5 92.6 64.4 47.3 69.8 70.4

Total 100.0 100.0 100.0 100.0 100.0 100.0

Digital trade Never 45.5 82.0 20.7 36.0 45.0 47.4

Sometimes 8.3 2.5 5.7 2.7 4.9 4.8

Medium 4.1 0.8 16.1 14.0 7.2 7.3

Often 10.7 0.0 23.0 20.7 13.2 12.5

Always 31.4 14.8 34.5 26.7 29.7 27.9

Total 100.0 100.0 100.0 100.0 100.0 100.0

Computer 
application

Never 76.9 72.1 39.1 83.3 61.0 63.7

Sometimes 3.3 1.6 10.3 4.7 5.4 5.1

Medium 4.1 0.8 13.8 1.3 8.5 6.9

Often 1.7 0.0 8.0 4.0 6.0 4.8

Always 14.0 25.4 28.7 6.7 19.1 19.5

Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Authors’ computations using the 2021 Informal Employment Survey for Mongolia.
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Box 3
Informal employment during the pandemic
Vulnerability of informal employment in the pandemic

Informal employment workers and, more broadly, informal economy workers were more 
vulnerable during this pandemic:
Typically, many had relatively lower incomes even before the pandemic, which meant they were 
unlikely to have enough savings to shield them from sudden job or income losses, thus leaving 
them more vulnerable to falling into poverty and hunger.

• They were more likely to be engaged in activities and occupations more severely 
affected by both the pandemic and official pandemic countermeasures.

• Almost by definition, they generally lacked access to social protection systems.
• It was more difficult to distribute assistance to them because many were not registered 

in government databases.
In most countries, many economic sectors that are at high risk because of the pandemic and the 
imposition of lockdowns are also those with a high incidence of informal employment.

The highest-risk sectors,  in the light of survey data and expert opinion, are accommodation and 
food service activities, wholesale and retail trade, manufacturing, transportation and storage, arts, 
and real estate. Worldwide, according to ILO figures, there were an estimated 922 million informal 
employment workers in these high-risk sectors. 

Based on surveys in done in different countries, impacts of the pandemic on informal economy 
workers have taken various forms. One of these is in terms of job loss or closure of business. One 
recent ILO analysis found that middle-income countries experienced an average decline of 22 per 
cent in number of employees in informal employment, and an 18  per cent drop in self-employed 
in informal employment.

COUNTRY IMPACTS
In specific countries, the impact can be greater or less. In the Republic of India, for example, 
close to the beginning of the pandemic 44 per cent of informal workers were without jobs. In the 
Philippines, 23 per cent of microenterprises, almost all  of which were in the informal sector, closed 
operations. In Thailand, as of April 2020, 100 per cent of massage therapists and 55 per cent of 
street vendors had no work.

Another impact takes the form of reduced working hours/business operations. In the Philippines, 
for example, 19 per cent  of microenterprises cut operating hours.

Another form was in terms of loss of income. In Thailand and Indonesia, it was estimated that 
informal sector workers’ income declined by between 70 and 80 per cent. 

Hunger was also been another impact. In Thailand, 19  per cent of massage therapists and 18 
per cent of motorcycle drivers reported experiencing hunger. In the Philippines, 31 per cent of 
household microenterprise owners reported experiencing hunger.

Although informal employment workers have been among the most affected by the pandemic, 
they are also typically very difficult to reach with standard interventions, with the exception of 
universal cash grants.

Workers in informal enterprises were unable to benefit from the usual job retention schemes, 
because such schemes usually target enterprises in the formal sector.

Typically, neither were informal employment workers covered by unemployment insurance.

Informal enterprises, where most informal employment workers are located, also had more 
limited access to credit guarantees and small business grants.
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GOVERNMENT RESPONSES

Some governments have launched the following types of response, explicitly targeting informal workers:

• Cash grants. Emergency cash grants for a given number of months target informal economy 
workers. This was done for example in Bangladesh, the Arab Republic of Egypt, India, the 
Kingdom of Morocco, the Republic of Peru, Thailand and Viet Nam. 

• Donations of living necessities. Another type of intervention targeted informal workers with 
donations of food, soap and other living necessities. This has been done in the Rwandese Republic 
and the Republic of the Sudan.

• Expanded unemployment benefits. Another measure has been the expansion of unemployment 
benefits to cover informal sector workers. Before the pandemic, unemployment insurance 
covered only formal economy workers. This sort of expansion has been implemented in the 
Commonwealth of the Bahamas and Indonesia.

• Work-for-pay programmes. Another intervention has been work-for-pay programmes for 
informal sector workers who are jobless due to lockdown. In the Philippines, the Government 
provided the equivalent of ten days of minimum wages in exchange for community cleaning and 
disinfection work.

• Preferential loans.  Another measure has involved preferential loans for microenterprises, which 
operate mainly in the informal economy. This was done in the United Mexican States. 

• Registration procedures. Generally, with the above measures, it was necessary to register the 
informal workers in some form.

In Mongolia’s case, it would be interesting to further investigate the following outcomes: 

• whether informal workers were indeed more severely affected by the pandemic than other 
groups; 

• whether government interventions to alleviate the impact of the pandemic and pandemic 
countermeasures have been effective; and 

• whether it is necessary to apply interventions that specifically target informal workers.

Sources: ASEAN Secretariat (2019); ILO (2004); Bosio et al. (2020) ; CGAP (2020); FAO (2020); ILO 
(2020);Komin et al. (2021); Octavia (2020); Parisotto (2021); WIEGO (2021).
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5.7 Further statistical analysis

This section regresses key outcomes of interest against sex, age group, educational level and main 
activity of employment.

 X Which worker characteristics were strongly associated with loss of work during the pandemic? 

 X Main activity and education were robust correlates of having no work during the pandemic. By 
estimated size of impact on probability of having no work, the most affected were those previously 
in accommodation, others (industry sectors other than manufacturing and construction, plus other 
sectors not elsewhere classified), transportation, other services (service sectors other than trade 
and repairs, transportation, and accommodation), construction and manufacturing. Those with 
undergraduate or higher degrees, those with vocational education, and those with high school 
education were also more likely to have had no work.

 X Which worker characteristics were strongly associated with severity of impact on household income? 

 X Status of employment, main activity, education, and age group strongly correlated with severity of 
the impact of the pandemic on household income. Own-account workers and employers were more 
severely affected than were employees. Those in accommodation, transportation, construction and 
other services, those with an undergraduate or higher degree, and those in the 40- to 49-year age 
group were more severely affected in terms of household income.

 X Who were more likely to be severely affected in terms of reduction in hours of work or business 
operations, temporary or permanent closure of job or business, and reduction in salary or business 
by pandemic measures? 

 X In terms of reduction in hours of work or business operations, temporary or permanent closure of 
job or business, and reduction in salary or business, pandemic measures were more likely to severely 
affect own account workers and employers, those in specific activities (mainly accommodation, and 
other services), younger workers and males. 

 X In terms of reduced hours of work or business operations, temporary or permanent closure of job or 
business, and reduced salary or business, who were more likely to be severely affected by pandemic 
measures? 

 X In terms of rising price of inputs, constrained supplies of essential raw materials, and increased 
uncertainty in business and investment decisions, pandemic measures were more likely to severely 
affect own-account workers and employers, younger workers and those without undergraduate 
degrees and high school.

 X Who were more likely to have benefited more from economic support measures (part 1 of 2)? 

Sex, age group and status of employment were robustly correlated with relative benefits from elimination 
of social insurance contributions, suspension of income tax, and CIT exemption as a response to the 
pandemic. More specifically, women were more likely to benefit than men; those 60 years and older 
were, by age group, the least likely to benefit; and employers were significantly more likely to benefit 
than employees. Only sex was found to be robustly correlated with benefiting from the suspension of 
income tax. Women were less likely to benefit than men. Status of employment and main activity were 
found to be robustly correlated with benefits from CIT exemption. Employers were significantly more 
likely to benefit from CIT exemption than employees, and those in manufacturing were significantly less 
likely to benefit from CIT exemption than those in wholesale and retail trade.
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 X Who were more likely to have benefited more from economic support measures (part 2 of 2)?

The survey considered correlations between sex, age group and main activity and exemption from 
payment of utilities and deferment of loan payments. Sex, age group and main activity robustly correlated 
with benefiting from child allowance. Specifically, women were less likely to benefit than men; those 60 
years and older were, by age group, least likely to benefit; and those in accommodation were significantly 
less likely to benefit than those in wholesale and retail trade. The benefit of exemption from payment 
of utilities was not found to be robustly correlated with any of the explanatory variables, indicating the 
reach of this measure was across the board. Sex, age group and status of employmentwere found to be 
robustly correlated with benefiting from deferment of loan payments. Specifically, women were more 
likely to benefit than men; those in the oldest age group (60 years and older) were, by age group, least 
likely to benefit; and employers were significantly more likely to benefit than employees. 

Benefits of the economic support measures do not match the impacts of the pandemic countermeasures. 
The impact was highly uneven across sectors, while the benefits of the economic support measures were 
not. Own-account workers were impacted roughly as much as were employers, for example, but the 
evidence suggests they did not benefit as much from the economic support measures as the employers. 
A mismatch was also apparent in terms of the educational pattern of impact and benefits, such as high 
school graduates being among the mostly heavily affected, but not among those who benefited the most 
from the support measures. 

Summary

Relative employment status (during survey period/pandemic)
Out of work. Close to half of informal employment workers had no work during the (pandemic) survey 
period. By employment status, a larger share of employees and own-account workers did not work 
compared to employers. Among those who did not work, slightly more than half said their work or 
business was curtailed by government lockdown measures.

Reduced employment. Among those who worked during the survey period, seven tenths said the level 
of activity of the enterprise where they worked declined, and slightly more than one tenth said the 
enterprises temporarily closed. Decline in activity was more likely in manufacturing, wholesale and retail 
trade, and other services. Temporary closure, meanwhile, was more likely in hotel, accommodation, and 
food services. Almost all those who worked during the survey period said they still engaged in the same 
work they had pursued before the pandemic.

Average weekly working hours. These declined by six to seven hours during the pandemic. Women 
employees and own-account workers suffered a greater decline in working hours than did their male 
counterparts. By economic sector and status of employment, the most affected were employees in the 
manufacturing sector, own-account workers in the construction sector, and employers in construction 
and transport and warehousing.

Net earnings. These declined across all employment statuses: by 57 per cent for employers; 55 per cent 
for own-account workers; and 40 per cent for employees. Net earnings of male workers declined more 
than those for female workers. By economic sector and employment status, the biggest declines were 
among employers and own-account workers in construction and for employers in manufacturing. 

Livelihood shortfalls. Close to half of informal employment workers said their household income was 
insufficient to cover living expenses during the pandemic.

More than six tenths of informal employment workers said they did not receive enough assistance to 
cover living expenses.
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The great majority of the workers found that the lockdowns had made their livelihoods difficult or very 
difficult in the following ways: 

 X reduced hours of work or business operation; 
 X temporary and even permanent stoppage of job or business; 
 X reduced salary or other earnings; 
 X higher prices for inputs; 
 X disrupted supplies of essential raw materials;
 X making business and investment decisions more difficult.

Government assistance. Almost all informal employment workers benefited from the suspension of 
payments for utilities, more than seven tenths from child benefits, and about a fifth from deferment 
of loan payments. Most found the government measures effective in supporting household income, 
reducing utility costs, and supporting salaries and earnings, although employees tended to benefit less 
than employers and own-account workers.

Among self-employed workers, almost all said they intended to continue their business. Most said, 
however, that they needed support in the form of soft loans, with lack of funds the most anticipated 
problem moving forward during the pandemic.

Use of digital technology. Fewer than four tenths of self-employed workers reported having used digital 
technology for their businesses. Use of digital technology increased with educational level and decreased 
with age and years in business.

The most frequently used social networks were Facebook and, to a lesser extent, WeChat. More than nine 
tenths of self-employed workers also used mobile money or ATMs, and close to half used e-commerce.

Further statistical analysis produced the following observations:

 X Those in accommodation, transportation, construction and manufacturing, and those with relatively 
higher education, were more likely to have lost their employment during the pandemic.

 X The household incomes of own-account workers and employers, those in accommodation, 
transportation and construction, and those with better education were more severely affected by 
the government pandemic countermeasures.

 X Own account workers and employers, those in specific activities (mainly accommodation, 
transportation and other services), younger workers, and males were more severely affected by 
government pandemic measures in terms of reduction in hours of work or business operations, 
temporary or permanent closure of job or business, and reduction in salary or business.

 X In terms of rising price of inputs, constraints on supplies of essential raw materials, and increased 
uncertainty in business and investment decisions, pandemic measures were more likely to severely 
affect own-account workers and employers, younger workers, and those without undergraduate 
degrees and high school education.

 X The elimination of social insurance contributions as a response to the pandemic were more likely 
to benefit women than men, and employers more than employees, while those 60 years and 
older were, by age group, least likely to benefit. Women were less likely to benefit than men from 
the suspension of income tax. Employers were more likely to benefit from CIT exemption than 
employees, and those in manufacturing were significantly less likely to benefit from CIT exemption 
than those in wholesale and retail trade.

121



XThe state of informal employment in Mongolia

 X Women were less likely to benefit from child allowances than were men, while those 60 years and 
older were, by age group, least likely to benefit. Those in accommodation were significantly less 
likely to benefit than those in wholesale and retail trade to benefit from child allowance. The benefit 
of exemption from utilities payment was reported across the board. In terms of deferment of loan 
payments, women were more likely to benefit than men; those in the oldest age group (60 years and 
older) were, by age group, the least likely to benefit; and employers were significantly more likely to 
benefit than employees. older were, by age group, least likely to benefit. Women were less likely to 
benefit than men from the suspension of income tax. Employers were more likely to benefit from CIT 
exemption than employees, and those in manufacturing were significantly less likely to benefit from 
CIT exemption than those in wholesale and retail trade.

 X Women were less likely to benefit from child allowances than were men, while those 60 years and 
older were, by age group, least likely to benefit. Those in accommodation were significantly less 
likely to benefit than those in wholesale and retail trade to benefit from child allowance. The benefit 
of exemption from utilities payment was reported across the board. In terms of deferment of loan 
payments, women were more likely to benefit than men; those in the oldest age group (60 years and 
older) were, by age group, the least likely to benefit; and employers were significantly more likely to 
benefit than employees. 

Findings and recommendations
Findings
Working conditions
The survey findings revealed the following adverse working conditions among informal employment 
workers: 

 X Lack of a formal contract was a serious concern among employees, where 75.5 per cent either had no 
employment contract or had only an oral agreement with their employer. 

 X Informal employment workers also worked very long hours – 58.1 hours per week, on average, far 
longer than the normal 40-hour work week specified in the Labour Law.  

By employment sector. The survey also revealed differences in working conditions across employment 
sectors. Among employees, those in manufacturing, construction, and transportation experienced higher 
salaries, on average, while, among self-employed workers, those in accommodation and transportation 
experienced higher profits. However, employees and self-employed workers in construction and 
transportation, and self-employed workers in manufacturing, were less likely to have a regular work 
schedule, and employees in construction and transportation were less likely to receive regular pay.

By gender. Gender differences also correlated with working conditions. Among employees, females 
were more likely to have regular pay and a regular work schedule. Female self-employed workers were 
more likely to work regular schedules and slightly fewer hours. However, among self-employed workers, 
females also earned significantly less in profits.

Greatest disadvantages of informal employment. Among employees, the main disadvantages 
included being unable to enrol in social protection; unstable wages; and poor access to health services. 
Among self-employed workers, the main disadvantages cited were instability of revenues and earnings; 
the inability to enrol in social protection; and the lack of job security.  These issues need to be addressed.

Informal employment workers: Transition to formal economy

Most informal employment workers who were surveyed expressed interest in formalizing, and many 
clearly expected benefits from formalization. These findings suggest this is a good time to introduce or 
expand formalization initiatives.
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Self-employed workers. Among these workers, those in construction and manufacturing were more likely 
to have an interest in registering their business, while those in transportation were significantly less likely 
to have an interest in registering their business. In addition, those who were younger and who had been 
in business a shorter time were more likely to express interest in formalizing.

Self-employed workers reported tax and social insurance premiums as the most commonly anticipated 
obstacle to formalizing. Lack of knowledge of tax and fee law, issues with accounting, and the complexity 
of registration procedures were others. Self-employed workers reported that the support they most 
needed to formalize their businesses was low-interest loans.

Employers. The following measures, according to employers, would most incentivize them to register 
their businesses:

 X income tax exemption for a certain period;

 X exemption from VAT;

 X social insurance payment exemptions; 

 X workplace rent discounts;

 X low-interest loans for microbusinesses; 

 X access to public procurement.  

Own-account workers. This group was  more likely to cite workplace rent discounts. By sector of 
employment, those in construction were more likely to mention income tax exemption and access 
to public procurement, while those in manufacturing were more likely to report access to public 
procurement.

A plurality of self-employed workers said they did not know how the availability of e-registration would 
impact their willingness to officially register their businesses. Three tenths said it would influence their 
willingness to register, and close to one fourth said it would have no impact.

Employment promotion policies and programmes
The great majority of informal employment workers reported no knowledge of either labour laws or 
policies and programmes to promote employment. Those with lower levels of education tended to have 
lesser knowledge regarding labour laws or employment promotion policies and programmes.

Only a little over one tenth of all informal employment workers participated in employment promotion 
projects and programmes. Among employees, only one twentieth did so. Of those who participated in 
employment promotion projects, about a fifth reported receiving no benefit. The most cited weakness 
of employment promotion projects and programmes was the limited financial support they provided.

More than seven tenths of informal employment workers said they needed some form of government 
support, with the most cited support being repayable financial support, closely followed by microbusiness 
loans and start-up business support. Close to half of those who said they needed some form of 
government support mentioned they needed entrepreneurship training.

Pandemic effects on informal employment
Close to half of informal employment workers did not engage in any work during the (pandemic) survey 
period. Those in accommodation, transportation, construction and manufacturing, and those with 
relatively higher education, were more likely to have lost their employment during the pandemic. 

123



XThe state of informal employment in Mongolia

Among those who worked during the survey period, seven tenths said the level of activity of the enterprise 
where they worked declined, and slightly more than one tenth said the enterprises closed temporarily. 
The decline in activity was more likely in wholesale and retail trade, manufacturing, and other services. 
Temporary closure, meanwhile, was more likely in hotel, accommodation and food services. 

Average weekly working hours declined by six to seven hours during the pandemic.

Women employees and own-account workers suffered a bigger decline in working hours compared to 
their male counterparts. 

By economic sector and status of employment, the most affected were employees in the manufacturing 
sector, own-account workers in the construction sector, and employers in construction and transport 
and warehousing.

Net earnings declined across all status of employment: by 57 per cent for employers; 55 per cent for 
own-account workers; and 40 per cent for employees. Net earnings among male workers declined more 
than among female workers.

Close to half of informal employment workers said their household income was insufficient to cover living 
expenses during the pandemic. More than six tenths of informal employment workers said they did not 
receive enough assistance to cover their living expenses.

The great majority of workers found that counter-pandemic lockdowns had made their livelihoods 
difficult or very difficult in terms of the following constraints:

 X reduced hours of work or business operation;

 X temporary or even permanent stoppage of job or business;

 X reduced salary or other earnings;

 X rising input prices;

 X disrupted supply of essential raw materials; and

 X increased difficulty of making business and investment decisions.

Patterns of impact sometimes differed by subgroup. 

Almost all informal employment workers benefited from the suspension of payments for utilities, more 
than seven tenths from child benefits, and about a fifth from deferment of loan payments. Notably, 
women benefited less than men from child allowances. Women, however, benefited more than men 
did from loan deferments and the elimination of social insurance contributions. Men and employers 
benefited from CIT.

Most found the government measures effective in supporting household income, reducing utility 
costs, and supporting salaries and other earnings. However, employees tended to benefit less than did 
employers and own-account workers. Patterns of benefits sometimes differed by subgroup.

Among self-employed workers, almost all said they intended to continue their businesses. Most, however, 
said that they needed soft loan support, given that lack of funds was their most anticipated problem 
moving forward during the pandemic.

Fewer than four- tenths of self-employed workers reported having used digital technology for their 
business. The use of digital technology increased with educational level and decreased with age and 
years in business. The most frequently used social media platforms were Facebook and, to a significantly 
lesser extent, WeChat. More than nine tenths of self-employed workers also used mobile money or ATMs, 
and close to half used e-commerce. 
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Recommendations 

Alleviate adverse working conditions. The survey highlights adverse working conditions among 
informal employment workers. Among related issues, employment policies should address the following:

 X lack of formal contracts and fixed payment schedule for employees;

 X excessively long hours of work across all employment statuses.

These issues may be addressed by creating and implementing a legal environment that enables informal 
employment workers to work, unionize and protect their interests. Social partner organizations should 
be actively involved in this effort.

The strong prevailing interest in formalization revealed by the survey suggests opportunities to introduce 
or expand formalization programmes. Formalization programmes, including information dissemination 
on the costs and benefits of formalization, should take into account such patterns of interest as the 
following:

 X Interest in formalization was higher among those in construction and manufacturing, compared 
to those in wholesale and retail trade.

 X It was higher among those self-employed who were younger and better-educated.

 X It was greater among employees than it was among self-employed workers.

Promote formalization programmes. The design of such measures should consider the main difficulties 
informal employment workers anticipate in formalizing. For self-employed workers, according to this 
survey, these included the following:

 X tax and social insurance contributions;

 X lack of knowledge of tax and fee law;

 X accounting issues;

 X the complexity of registration procedures.

The survey findings suggest that effective formalization measures would include the following:

 X training, for example in accounting, tax law and job skills;

 X relevant information dissemination;

 X simplification of registration procedures;

 X temporary discounts or exemption from social security premiums and tax payments.

Simple and effective registration can include the following procedures:

 X Establish an e-registration system.

 X Disseminate information and training in the use of this system, since a plurality of informal 
employment workers surveyed were unclear about the effects of such procedures.

 X Holistic design of effective e-registration systems provides for registration of households or 
individuals (from all types of work) needing social assistance.

 X Registration systems  (including e-registration) can be designed to prioritize vulnerable groups 
first, followed by microenterprises and then by bigger firms with greater compliance obligations. 
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Survey findings indicated that informal employee workers benefited less from pandemic-related 
assistance than did employers and own–account workers.

 X Survey findings indicated that informal employee workers benefited less from pandemic-related 
assistance than did employers and own–account workers.

The survey also revealed that different informal employment worker subgroups may prefer different 
incentives to formalize: 

 X Employers and more highly educated self-employed. These sub-groups cited as incentives 
for formalization exemptions in income taxes and VAT, and social insurance contributions. This 
may suggest that this group will formalize more quickly when requirements and procedures are 
perceived as less daunting. Employers, together with manufacturing and construction groups, also 
favoured public procurement opportunities as incentives.

 X Employees. The most cited difficulties among this sub-group were inadequate education, lack of 
required skills, and absence of available jobs. They also expressed the need for greater availability 
of well-paying jobs and job placement services.

Disseminate relevant information. Policies and programmes clearly need to educate informal 
employment workers regarding employment laws, policies and programmes, given that most informal 
employment workers in the survey expressed lack of knowledge in these areas. Survey results suggest 
that greater knowledge regarding employment promotion programmes would increase worker 
participation, which was also very low.

Information dissemination programmes should take into account patterns revealed by the survey, 
including these:

 X those with lower levels of education tended to have lesser levels of knowledge about labour laws 
and employment promotion policies and programmes;

 X employees were less likely than self-employed workers to participate in employment promotion 
programmes.

The programmes should also be informed by channels of information and social media typically used by 
informal employment workers (online and phone, TV and radio, Facebook and WeChat).

Most self-employed workers reported needing support for their businesses moving forward during 
the pandemic, with the main support needed being financial support in the form of soft loans. The 
Government should design such support carefully, taking into account its own budget constraints and the 
competing needs of government; the needs of the businesses concerned; and the type of investments 
proposed by the businesses in using the loans. 

Promote digital technology. The use of digital technology among self-employed workers for their 
businesses remains limited, although it is clearly crucial for the viability of most businesses during the 
pandemic. This suggests one effective intervention to help business during the pandemic is training in 
the use of digital technology for their businesses.
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