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Abstract

This paper examines the economic impact of exporting Cashmere by consi-
dering every aspect of the product’s performance in the global market and the
financial outcomes. The article begins by appraising the cashmere industry’s
development and the transition into the global export market. This objective
is achieved through a comparative analysis of cashmere export and other
country’s economic activities like livestock farming. The contribution of
cashmere export to the country’s GDP is cited as a significant economic im-
pact. The exporting of the commodity is the third-largest earner for the
country after gold and copper. This indicates the economic significance of
exporting Cashmere. The paper is based on primary research from distinct
participants through questionnaires and interviews, and analysis to interpret
the research findings. The article discusses the evolution of the cashmere in-
dustry by examining government support and the growing demand for the
products as the factors that led to the emergence of the cashmere economy.
This casts a dark cloud over the sustainability of the many economic gains of
exporting Cashmere. The paper suggests developing a sound policy frame-
work and creating institutional frameworks to enhance the competitiveness of
the cashmere industry, hence guaranteeing the sustainability of the positive
economic impact accrued.

Keywords

Economic Impact of Mongolia’s Cashmere Export

1. Introduction

Cashmere is a major export commodity in Mongolia that is only surpassed by
gold and copper exports. Therefore, the commodity has immense economic val-

ue to the country. The product contributes to GDP growth, income generation,
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employment, and foreign exchange (The World Bank, 2003: p. 1). The export of
Cashmere has made the industry vibrant and competitive in transforming lives
and the country’s economy. The sector employs many people to enhance con-
tributing to job creation. Most poor people in Mongolia rely on the export of
Cashmere to earn a living, indicating the connection between the product and
the livelihoods of most Mongolians (UNDP, 2019: p. 54). Due to the economic
significance of exporting Cashmere, there is a need to develop a competitive and
efficient industry that can use connections within and across the sector to add
value, increase incomes, and reduce costs. There is a need for a transition to a
market economy, which will enhance the economic value of Cashmere to Mon-
golia’s economy (Takacs, 1994: p. 2). Cashmere is a major export commodity in
Mongolia, and it has evolved into an industry that serves many segments of so-
ciety. Economists can measure the economic value of Cashmere in terms of GDP
contribution, the number of people employed, and its direct effects on many
poor people’s livelihoods in the country.

The article is organized as follows; it starts with an abstract and an introduc-
tion that introduces the reader to the issue at hand, followed by a literature re-
view, which is done using peer-reviewed articles, consequently the methodology
used in the data collection explaining the concepts and methods used. Addition-
ally, the data collected is presented and analytically examined for the reader, and

lastly, the conclusion is given based on the research findings.

2. Literature Review: Economic Impact

Cashmere is Mongolia’s third major official export, after gold and copper. The
export of this commodity provides income to more than a third of the country’s
2.4 million people (The World Bank, 2003: p. 1). Moreover, the cashmere indus-
try is the single largest employer in the country’s economy that employs more
than 16% of the workforce. The Cashmere industry accounted for over 6.3% of
GDP during the 1993-2002 period. The sector is the primary source of livelihood
for the poor people in Mongolia.

The export of Cashmere has enormous economic potential because Mongolia
is a major producer of high volumes. Mongolia is the second major producer of
raw Cashmere globally, considering that it produces over 25% of the global
supply. Mongolia is second to China, which produces over 60% of the worldwide
supply. Mongolia exports most of the Cashmere made, which is estimated at
US$45.2 million, and this accounts for more than 8.6% of the country’s exports
in 2002 (The World Bank, 2003: p. 6). Therefore, Cashmere is an essential
commodity in the Mongolian economy, considering the volumes produced, val-
ue exported, and the entire industry’s financial results. The Mongolian economy
depends on cashmere export for growth and development. In 2002, more than
38% of the raw Cashmere produced was smuggled to China, and it was valued at
$16.8 million (Maekawa, 2013: p. 32). This indicates the significance of exports

in Cashmere to the Mongolian economy at large. By contributing to GDP, em-
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ployment, and local livelihoods, exports in Cashmere affect the entire economy.

Export in cashmere products has provided an economic boost to many Mon-
golians who previously depended on livestock herding. For instance, in 2002,
more than 243, 234 (43%) of Mongolian households relied on livestock herding
for livelihoods (The World Bank, 2003: p. 6). Goat herding was the most preva-
lent form of livestock herding. However, the sector’s failure led to increased
unemployment that affected families and the economy of Mongolia. The cash-
mere industry has provided a priceless safety net for many of Mongolia transi-
tioning from livestock rearing to other economic sectors.

The export of Cashmere is threatened by various factors that include the fluc-
tuating performance of the cashmere industry. The cashmere sector in Mongolia
has experienced a succession of busts and booms in the last ten years (Nanda,
2019: p. 32). Disappointing public sector policies have contributed to this out-
come. External factors like the uncomplimentary economic environment during
the early 1990s, weather conditions and the East Asia crisis have also influenced
its performance. During the period between 1993 and 1996, the export of Cash-
mere grew from US$33.5 million to US$71.2 million, and the products share in
exports increased from 9.2% - 16.8% (National Statistical Office of Mongolia,
2011: p. 1). However, the exports plummeted in the 1997-1998 period before re-
covering in 1999-2000 (The World Bank, 2003: p. 6). The exports fell again dur-
ing 2002 to US$45.2 million, and this was a low rate of exports. The highs and
lows experienced in the industry hurt cashmere exports’ sustainability since the
global market requires a stable supply of the commodity. It may become difficult
for Mongolia to compete with large producers like china when its production
and export levels fluctuate (UNDP, 2019: p. 1). Moreover, the fluctuating vo-
lumes of production and export of Mongolian Cashmere may reduce the allure
for its products. New producers may outpace Mongolia and take its positions in
the global export market.

Five significant shortcomings in the industry could undermine cashmere ex-
port’s economic impact, namely supply distortions, low public and private insti-
tutional capacity, decreasing cashmere quality, inadequate marketing, distribu-
tion systems, and demand imperfections (The World Bank, 2003: p. 6). Supply
distortions could lead to many challenges in the production and export of
Cashmere, leading it to Mongolia’s failure to consolidate its economic gains
from the export. Such distortions may dilute the export market, affecting Mon-
golian cashmere (Global Times, 2018: p. 65). The gains made by the product in
the export market may be lost, leading to reduced economic performance.

Decreasing cashmere quality is a significant problem facing the industry, af-
fecting future dependence on the products for export. Quality is an imperative
component of the export market because consumers prefer high-quality prod-
ucts (Fernandez-Gimenez, 2001: p. 49). Higher-quality standards govern the in-
ternational market, and the failure by Mongolia’s Cashmere to fulfill these thre-
sholds may lead to the debacle of its cashmere export. This is more important,

considering that Mongolia competes with major producers like China, and qual-
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ity may become a competitive aspect in the global market (Ianchovichina &
Gooptu, 2013: p. 65). As a result, Mongolia could lose its position in the export
market to other producers who may fulfil the required quality thresholds.

Demand imperfections could derail the positive economic impact of cashmere
export in Mongolia. Demand is a significant predictor of markets, and it informs
supply chain operations like marketing and distribution. Imperfection in de-
mand may undermine planning and forecasting processes, hence leading to im-
perfect or flawed distribution processes (Lise, Hess, & Purev, 2006: p. 32). De-
mand imperfections may also be costly by leading to unnecessary expenses due
to structural problems. Inadequate distribution and marketing systems may hurt
the cashmere industry’s growth and development, leading to insufficient pro-
duction and export. Although the sector has been performing well in the inter-
national market through exports, this may not be sustained in the future unless
the distribution and marketing systems are expanded. Therefore, the supply
chain systems should expand by creating elaborate marketing and distribution
systems of international stature.

There is inadequate private and public institutional capacity to direct indus-
trial policy development, which has undermined the cashmere industry’s ability
to grow. There is a need for the development of power within the private and
public sectors to create enhanced policies for industrial growth (Konagaya, 2007:
p. 34). The cashmere industry suffers from inadequate institutional capacity
both in the private and public sectors. This may affect the industry further in the
future since it may lack the background for additional development (Molintas,
2012: p. 54). The economic gains of cashmere export may be diminished by the
lack of capacity from growth, leading to Mongolia’s substantial financial prob-
lems.

The lack of a well-organized public sector to deliver available goods, outdated
and unregulated production patterns, and inadequate strategic business devel-
opment policies have subdued competition (The World Bank, 2003: p. 6). These
factors have also undermined the attainment of full potential by the cashmere
sector. The country’s cashmere sector has only grown slightly up the val-
ue-added chain past primary production, making it vulnerable to fluctuations in
market demand.

Government objectives primarily influenced the emergence of cashmere ex-
port in enhancing employment, growth, and poverty. However, the government
did not prioritize complementary policies for supporting the development of
the internal market. Moreover, there was insufficient attention to the institu-
tional frameworks necessary for creating an internally competitive economy
(Komiyama, 2005: p. 86). These are the main reasons the cashmere sector failed
to develop and become competitive. There have been significant slumps in
cashmere production, directly linked to the failure of policy development and
the development of institutional foundations (Lee, Lo, & Enkhtuvshin, 2010: p.

65). Therefore, the sustainability of cashmere export is not guaranteed, consi-
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dering that the sector is not competitive, and the government has failed in
creating a sound institutional framework for growth. The Mongolian cashmere
industry depends on external factors beyond its control in the international ex-
port market, which may not be a good sign for the sector (Kazato, 2009: p. 32).
The cashmere industry’s economic viability is not guaranteed shortly unless new
mechanisms develop industrial growth. The failure of institutional frameworks
may be the biggest undoing of the government, which could be a starting point
for reform. There should be efforts to reform the public and private sector ca-
pacity and introduce viable policies. This may create a new impetus in the cash-
mere industry, leading to competitiveness and increased production (Kaczensky
et al,, 2011: p. 82). In the absence of reform, it may not be possible for the cash-
mere sector to bounce back. Competitiveness is an essential aspect in the inter-
national export market, and it underpins the need development of capacity by
the local industry to compete in the international arena (Lee, Lo, & Enkhtuvshin,
2010: p. 43). A sound policy framework will catapult the industry in developing
competitive muscle to survive and thrive in the international market. The sector
has a huge potential to perform well in the global export market if necessary,
adjustments are made.

The economic impact of cashmere export in Mongolia is threatened by the
industry’s continuing stall and low demand (Futaki, 1993: p. 103). The growth of
the industry, coupled with ever-growing demand, drove the export’s high eco-
nomic effect. However, from 1997 to 2002, there has been a sharp decline in the
sector’s demand and negative growth. These two adverse developments threaten
the viability and positive impact of cashmere export. Other factors that are likely
to affect the industry negatively include market distortions, harsh weather, poor
distribution, production systems, and inadequate policies (Baulch, 1997: p. 32).
Efforts to reform policies and procedures could help save the sector from falling,
guaranteeing the commodity’s constant export. This will sustain the positive ef-
fects of the export.

The economic impact of cashmere export is indicated by the rise in the number
of low-income families during the downturn in production. The slump hurt the
many households that could not sustain themselves with other income-generating
activities like goat herding. Cashmere production has proved to be more effec-
tive in economic terms than other income-generating activities (Badarch &
Ochirbat, 2002: p. 187). The main reason why the production of Cashmere expe-
rienced a slump was low policies. Mongolia faces a big problem with poor poli-
cymaking that negatively affects the cashmere sector. If this trend continues, the
country may lose its coveted and productive global export market position.
Cashmere production has been the primary source of income and empowerment
for most households, and other activities like livestock herding have failed to
generate similar outcomes (Asian Development Bank, 2011: p. 43). The govern-
ment should make specific policies to enhance the development of the industry

as an economic hub.
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3. Research Methodology
3.1. Introduction of Research Methodology

This chapter explains how the researcher collected data from different viable
sources depicting the authority and the authenticity of the information given.
The chapter provides information on the research approach, where the re-
searcher chooses to use either qualitative or quantitative research, supporting the
decision based on the nature of the research. Additionally, this subsection will
inform the reader whether the researcher needed to adopt a hybrid of the dif-
ferent approaches and techniques to the research methodology (Goddard &
Melville, 2004).

The chapter also dwells on research design; the research design tends to justify
the approach taken and show the techniques that the researcher will use to pro-
vide quality information for the research. Further, the chapter discusses the dif-
ferent research methods used in the research. Some of the research methods
used may be questionnaires, interviews, observations, etc. (Kothari, 2004).

The chapter will further discuss the methods that the researcher will use for
data analysis and the ethical considerations to put the researcher in place to en-
sure that the research does not infringe any right or law. Further, the researcher
will discuss problems and limitations to let the reader understand the circums-
tances around the research. Lastly, the chapter will be concluded with a sum-
mary of the research methodology explaining the summative approach that the

researcher adopted.

3.2. Research Approach

The research focuses on the economy of Mongolia as far as cashmere exporta-
tion is concerned. Since the economy is measured through income in figures, the
research will be based on qualitative statistics. However, the economy of a place
may be subjective according to the approach of different persons interviewed. As
such, the researcher will analyze the perspective of different stakeholders to
measure the contribution of Cashmere to the economy and the wellbeing of the
Mongolian people. The non-quantifiable findings will be analyzed to classify
meaning according to different levels that the researcher will establish.

In that way, the research will be very informative as it will weigh between the
figures forwarded and the views of the state holders rating their satisfaction and
dissatisfaction. As such, the biasness that is brought about by the researcher’s
subjectivity may be minimized by the involvement of the qualitative research

approach to the research (McPherson et al., 2018).

3.3. Research Design

The research will assume the descriptive and correlational research design; the
design will allow the researcher to gather information from the status quo of the
research on items adding an effect on them. The design will help the researcher

get the characteristics, trends, and relationships between researched entities (Si-
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leyew, 2019). In our case, the researcher will establish the characteristics, rela-
tionships, and movements between the Mongolian economy and the cashmere
export business. The descriptive design will help the researcher and the reader
understand the measure of a variable; conversely, the correlational design will
determine whether or not variables are related (Sileyew, 2019). Since the re-
search aims to reveal the relationship between cashmere exportation and the
economy of Mongolia, the correlational design will best inform the relationship
between the two variables. Additionally, the measure of the different variables will

be quantified by the descriptive design and the value and measurement inferred.

3.4. Research Methods

The researcher will devise the research methods since primary and secondary
data will be used to ensure precision and accuracy. The data collection will pro-
vide qualitative insights since the researcher will weigh the data and information
presented to give meaning. On the other hand, external tests, surveys, interviews,
etc., will be used to provide quantitative insight into the research at large (Quin-
lan et al., 2019).

The survey and questionnaires will be administered in different parts of the
country, targeting the farmers, retailers, and exporters of the said commodity to
another country. All the middlemen and the government representatives will be
inquired so that information obtained may be informative and lead to a com-
prehensive conclusion. During the data capture and presentation, the respon-
dents’ identities and properties will be treated enormous, ensuring that they are

free from unnecessary exposure.

3.5. Interviews

Interviews are a powerful tool t get insights from the research participants since
one can acquire the required information with a higher response rate than other
methods. The interview method will be applied to individuals who have a very
tight schedule yet are crucial, and their information will be vital for the research.
People such as significant business owners, government representatives, and
people who have critical information about the industry will be interviewed. The
interview will take the form of a structured interview where the question will be
predetermined, ensuring uniformity in the order of inquiry and the sequence in

which the questions follow each other.

3.6. Questionnaires

The questionnaires will be predetermined and customized, ensuring to lay the
questions understandably to its audience. However, the researcher will post
common questions to the different groups in question. The questions in the in-
terview will also be identical to the questions posed in the questionnaire, only
that the questionnaire will tend to be more detailed to give the precision needed

reducing ambiguity.
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3.7. Observation

The observation technique as a method a researcher uses is best appropriate
when researching what people do (Gerpott et al., 2020). As such, I will use a
structure observation technique to help me develop a reason behind the trends
and the persistence in the people’s economic activities in Mongolia. Observa-
tions are based on the researcher’s perspectives and thus may sometimes be bi-
ased. Thence the kind of information that this research will gain from the par-
ticipants through structured observation will be qualitative. This approach will
help reduce the biasness that comes alongside the non-quantitative approach
through observation. Some of the data aimed at collecting data using this me-
thod are the actual production of the raw material from the animals, at one in-

stance from some animals.

3.8. Methods and Procedure of Data Analysis

Based on the type of data collected, the researcher will analyze some of the data
statistically, where the researcher will textually analyze some of the data. Pie
charts, tables, percentages, and degree-oriented pie charts are also used to ana-
lyze the respondents’ responses by administering various questionnaires and in-
terviews. The data analyzed will provide meaning to the different data presented
by the respondent.

The primary indicator to be used is percentages, where a different number of
participants will be tallied together and a percentage of the total number estab-
lished.

4. Data Analysis and Interpretation

This chapter will introduce and discuss the data presented to the researcher and
draw meaning from the data presented. Different methodologies will be inter-
preted, and thence meaning given to different issues in the Mongolian economy.
The researcher will post the analytical responses. The final responses are criti-
cally analyzed in numerical summative figures converted into percentages indi-

cating the sections of individuals who share the same opinion.

4.1. Data Analysis

Some of the information obtained in the surveys are (Figure 1, Tables 1-8):

Figure 1. The number of males equated to the number of females.
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Table 1. Individuals and their occupation.

Type of work People per work
Famers 87
Working in cashmere factories 76
Other work 37
Table 2. Individual involvement in other economic activities.
Non-involvement in other works 46.6%
Partial involvement economic works 13.3%
Involvement in other work 40.1%
Table 3. Level of satisfaction from the economic activity.
Satisfaction level Number of responded Percentage
Fully satisfied 29 14.5%
Satisfied 102 51%
Unsatisfied 45 22.5%
Very unsatisfied 22 11%

Table 4. Cashmere exportation has increased the living conditions of the population.

Degree of acceptance Number of responses Percentages
Totally agree 134 67.0%
Agree 29 14.5%
Disagree 18 9.0%
Totally disagree 19 9.5%

Table 5. The middlemen in the cashmere export industry have are essential and contri-

bute to business success.

Degree of acceptance Number of responses Percentages
Totally agree 49 24.5%
Agree 78 39.0%
Disagree 56 28.0%
Totally disagree 17 8.5%

Table 6. Middlemen in the cashmere exportation have led to an increase in profits to the

DOI: 10.4236/me.2022.132009
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Degree of acceptance Number of responses Percentages
Totally agree 10 5.0%
Agree 30 15%
Disagree 70 35%
Totally disagree 90 45%
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Table 7. How would you rate the government involvement in creating a conducive envi-
ronment for the cashmere export business?

Degree Number of responses Percentages
Totally satisfied 10 5%
Satisfied 60 30%
Dissatisfied 90 45%
Totally dissatisfied 40 20%

Table 8. How badly the economy is likely to be affected when the season is low.

Degree of effect Number of responses Percentages
Fair enough 10 5%
Average 30 14%
Bad 70 35%
Very bad 90 45%

Figure 2. Breadwinners versus non-breadwinners.

70% of the respondents were breadwinners in their families; that does not in-

clude women who responded on behalf of the family (Figure 2).

4.2. Data Interpretation

In the research, the interviews targeted 100 men and 100 women drawn from
different parts of the Mongolian soil to produce and export cashmere products.
Most of the respondents were breadwinners in their families, including women
who claimed that they largely anticipated providing for their families. These en-
sured that the researcher obtained the information from the people directly af-
fected by the economy and felt the burden of the effects of the cashmere indus-
try.

Most of the respondents were drawn from farmers who constituted the high-
est percentage. The researcher also engaged other people involved in the cash-
mere production in the factories; lastly, the public opinion was obtained from
professionals such as economists, financial bodies, etc., on the state of the

economy as far as cashmere exportation is concerned.
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Almost half of the respondents participated fully in the cashmere production
and exportation without having other partial work. Most farmers responded to
having cashmere production as their primary business and relied on no addi-
tional economic activity in the area. Some people were satisfied with their nature
of work and were willing to continue; almost half the total respondents were
equally averagely satisfied. However, some individuals felt that they were not sa-
tisfied with the nature of their work and the economy at large.

The researcher met the contribution of the middlemen in the farmer manu-
facturer relationship with mixed reaction where the middlemen were viewed as a
channel to reach the manufacturer. Yet, the middlemen took advantage of the
inability and robbed their profits.

Whereas most of the people a good number of respondents felt that the gov-
ernment did its best to create a conducive environment for cashmere produc-
tion, an excellent percentage of the people do not buy into that idea. Additional-
ly, most respondents believed that the economy would deteriorate if the cash-
mere industry faced its off seasons due to low-income returns. Thus, indicating

the contribution of the sector to the economy in Mongolia.

5. Discussion

Cashmere is one of the most significant contributors to the country’s economy;
however, there are parts of the chain economic chain in the industry that expe-
riences different economic effects. Farmers are the most affected, more so when
the season goes down, and the income from the Cashmere goes to 0% until the
following season. Middlemen are very important in ensuring that the raw prod-
ucts reach the manufacturers as they help the farmer get the market for their raw
material. However, the expensive nature of the cashmere products does not fully
reflect the economic advantage expected to the farmer.

The satisfaction levels from working as a farmer or a factory attendant in
cashmere production companies vary. Many farmers show a lack of contempt,
and the factory workers were well pleased with the nature of their work. Farmers
are the most likely victims when cashmere offseason; this is because most of the
farmers depend only on Cashmere as their only source of livelihood.

The participants showed the different reactions of the government effort to
support the industry, with a significant percentage not being satisfied with the
efforts by the government to create an efficient market. The policies and the im-
plementation may also be an issue that the government needs to polish up.
However, most people agreed that the cashmere export business has greatly
raised the economic standards of the country. The claim may be anchored on the
free availability of the animals grazing lands and ready marketing, making it easy

for any household to venture into while in Mongolia.

6. Conclusion

In summary, Mongolia’s cashmere export’s economic impact is enormous, con-
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sidering that the export contributes to GDP, creates employment, and is the
primary source of livelihood to the country’s low households. Therefore, the ex-
port of Cashmere is of significant economic impact since it affects various as-
pects of its economy. In examining the economic impact of exporting Cashmere
in Mongolia, it is necessary to look at its commodity production and the per-
centage contributed to the global export market. Mongolia is the second-largest
exporter of Cashmere after China, the leading producer of the product. Mongo-
lia produces 25% of the worldwide export of Cashmere, while china produces
over 60%. This indicates Mongolia controls a significant portion of the world-
wide market. Since the beginning of exporting Cashmere, the country’s economy
has grown significantly, employment rates have increased, and many poor
people’s lives have improved. Other economic activities like livestock herding
have not contributed to the economy and livelihood of cashmere export. There-
fore, there is a need to develop policies and systems to enhance Mongolia’s
cashmere industry’s growth. However, the sector faces many problems that un-
dermine the sustainability of exports’ economic gains. For instance, the govern-
ment has ignored policies to strengthen the industry and compete. The industry
has also faced numerous challenges underpinned by fluctuations in demand and
reduced quality. The lack of institutional capacity in the private and public sec-
tors is also a significant issue facing the industry. The government should de-
velop policies that enhance the industry’s competitiveness to guarantee the fu-

ture sustainability of economic gains.
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