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GRANT AND PROJECT SUMMARY 
 

Grant Recipient Mongolia 
  
Classification Targeting classification: Targeted intervention (TI-M) 

Sector: Health, nutrition, and social protection 
Subsector: Health systems 
Themes: Inclusive social development, gender and development, 
capacity development 
Subthemes: Human development, gender equity in capabilities, 
institutional development 

  
Environment 
Assessment 

Category B. An initial environmental examination has been 
undertaken. 

  
Project Description The Project will build on previous health sector development 

initiatives to continue reform of the Mongolian health sector regarding 
primary health care (PHC). The Project consists of four components: 
(i) strengthened health services, (ii) improved health care financing 
and health insurance, (iii) improved human resources development, 
and (iv) sector capacity development and management.   
 
Component 1 will strengthen health services through improving family 
group practices (FGPs), soum health centers, and aimag (province) 
general hospitals through infrastructure upgrades, equipment, and 
training. The Project will also strengthen aimag general and duureg 
(Ulaanbaatar City district) hospitals in Ulaanbaatar in their supportive 
roles to PHC. Component 2 will improve health financing policies, 
increase health insurance coverage and effectiveness, and improve 
hospital financial management capacity. Component 3 will strengthen 
human resource planning and processes and develop incentive 
systems to increase key health staff in areas of critical shortage. 
Component 4 will improve capacity and governance in the health 
sector through increased capabilities in planning, monitoring and 
evaluation, and policy development with a sector-wide focus. 
 
Component 1 will focus on five aimags (Arkhangai, Dundogov, Gobi 
Altai, Sukhbaatar, and Tuv) that have been selected based on 
poverty levels, health status, and levels of development investment, 
as well as two duuregs of Ulaanbaatar (Chingeltei and 
Songinokhairkan) having significant populations of poor and 
disadvantaged people living in ger (traditional tent) areas. 
Components 2, 3, and 4 will focus on policy change and reform of the 
health sector system nationwide, including health financing and 
insurance, human resources development, and regulation and 
governance. Assistance from Japan Fund for Poverty Reduction is 
being sought to improve access to health services for disadvantaged 
groups in Ulaanbaatar.  
 

Rationale Policy reform in Mongolia in expanding and improving PHC, 
improving financial expenditure for increased system efficiency, and 
improving human resources (HR) capacity requires continued support 
and attention to maintain momentum. The hospital-focused and 
inefficient health system inherited from Soviet times needs to be 
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remodeled. Long-term support from the Asian Development Bank 
(ADB) has been successful in maintaining the momentum, despite 
organizational, staff, and political changes.  
 
Despite significant progress, further support is required to build upon 
and sustain reforms. There is wide disparity in access to health 
services, quality of services, and health outcomes between urban and 
rural areas in Mongolia. There is a significant need for further 
upgrading of infrastructure to improve rural health services, and 
particularly in aimags which have so far received little or no 
investment. 
 
The Project will build on the policy platform established by previous 
projects and continue the reform agenda in line with the 
Government’s Health Sector Master Plan (HSMP) and in tandem with 
recently established intersectoral coordinating mechanisms. These 
new initiatives indicate renewed commitment in Mongolia and greater 
likelihood of successful project achievements.   

  
Impact and Outcome The impact of the Project is improved health status and quality of life 

for the population of Mongolia. The outcome of the Project is PHC 
services that are more effective and improved financial protection 
through health insurance. 

  
Project Investment 
Plan 

The total cost of the Project is estimated at $17.6 million equivalent, 
including physical and price contingencies, taxes, and duties.  

  
Financing Plan The Government has requested grant financing of $14.0 million from 

ADB’s Special Funds resources, representing 80% of the Project’s 
total cost. The remaining $3.6 million equivalent, or 20%, will be 
provided by the Government. 
 
Source Total 

($ million) 
% 

Asian Development Bank  14.0 80 
Government  3.6 20 
 Total 17.6 100 
Source: Asian Development Bank estimates.  

  
Grant Amount ADB will provide a grant of $14 million from its Special Funds 

resources. The grant will be subject to conditions set forth in the grant 
agreement.  
 

Period of Utilization Until 31 December 2013 
  
Estimated Project 
Completion Date 

30 June 2013 

  
Executing Agency Ministry of Health (MOH)  

 
Implementation 
Arrangements 

A project steering committee (PSC) has been established to provide 
overall guidance. It is chaired by the State Secretary of MOH and 
composed of senior officials from MOH, Ministry of Social Welfare 
and Labor, Ministry of Finance (MOF), and other key agencies, as 
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well as private sector representatives. The five project aimags will 
establish aimag supervisory groups, each chaired by the aimag 
governor’s office and composed of representatives of the health 
department, aimag general hospitals, and soum health centers. The 
two Project duuregs will establish duureg supervisory groups, chaired 
by the governor’s office and composed of the district health alliance, 
district general hospital, Ulaanbaatar city health department and 
FGPs. The PSC and supervisory groups in project areas will meet 
quarterly and be responsible for providing strategic orientation, 
approving the annual budget and activity plan, and reviewing and 
advising on implementation progress.  
 
A project implementation unit (PIU) will be set up in MOH and be 
responsible for project coordination and day-to-day implementation of 
project activities including procurement, disbursement, review and 
monitoring, and reporting on progress. The PIU will consult closely 
with relevant health facilities, agencies, and international partners. 

  
Procurement Procurement of ADB-financed goods, services and works will be 

carried out in accordance with ADB’s Procurement Guidelines (2007, 
as amended from time to time) through international competitive 
bidding, national competitive bidding, and shopping procedures. Any 
necessary modifications or clarifications to the recipient procurement 
procedures will be documented in the Procurement Plan.  

  
Consulting Services 
 

The Project will require a total of 57 person-months of international 
and 312 person-months of national consulting services financed 
under the ADB grant. The international and national consultants will 
have expertise in (i) PHC services, (ii) public health, (iii) civil works, 
(iv) medical equipment, (v) information and communication 
technology network development, (vi) health care financing and 
health insurance, (vii) HR management and development, (viii) health 
planning, (ix) private health services planning and provision, and (x) 
monitoring and evaluation. Other national consultants will have 
expertise in (i) legal issues on the legal, tax, business, and social 
status of FGPs; (ii) web design; and (iii) gender and development. 
The consultants will be selected and engaged in accordance with 
ADB’s Guidelines on the Use of Consultants (2007, as amended from 
time to time). Selected international and national consultants will be 
contracted individually. The remaining international and national 
consultants will be selected and contracted through firms, using 
ADB’s quality- and cost-based selection procedure (quality-cost ratio 
of 80:20), among short-listed international consulting firms. 
 

Project Benefits and 
Beneficiaries 
 

The Project’s targeted outcome is effective PHC and improved 
financial protection through health insurance, which will positively 
impact on Mongolians’ health status and quality of life, and especially 
in rural settings and in poor areas of Ulaanbaatar under the Project. 
Strengthening the FGP model will increase urban populations’ access 
to better quality PHC services, including treatment, prevention, and 
health education. FGPs specifically benefit the poor, as more than 
60% of clients are below the poverty threshold and include women, 
young children, and the elderly. By improving rural health services 
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through infrastructure development, equipment, enhancing staff skills, 
and increasing the number of key health professionals, the Project 
will benefit rural populations, for which health outcomes and access 
are poorer than for urban Mongolians. The Project will directly benefit 
almost 700,000 people in the five aimags and two duuregs of 
Ulaanbaatar (26.8% of the total Mongolian population). 
 
Policy measures (health financing and insurance), capacity 
development, and HR development under the Project will benefit the 
entire population through nationwide components aimed at improving 
health system effectiveness. The Project will impact on population 
health and Millennium Development Goals and targets by improving 
access; increasing service quality; facilitating financial protection for 
health care; increasing professional capacity development, policy, 
planning, and implementation capability; and establishing system 
regulation. The Project yields an economic internal rate of return of 
22.8% and a net present value of MNT11.3 billion (discount rate 
12%). 

  
Risks and Mitigation 
Measures 
 

Three potential risks have been identified. The first is reduced 
government support and commitment to health sector development 
and reform. The Project will mitigate this risk through continuing 
policy dialogue with the Government and donor community in the 
context of the HSMP. By building on the established policy platform 
and continuing the reform agenda, the risk of diminishing government 
or agency commitment will be managed. Project involvement in such 
intersectoral processes as the joint annual reviews of HSMP 
implementation, National Health Development Strategy and National 
Policy Development initiatives under the HSMP, and the High Level 
HR Coordinating Committee to strengthen national HR policy and 
strategy will assist in maintaining government support and attention. 
 
The second risk area is related to slow progress or resistance to 
reforms due to two factors: (i) high turnover of officials and senior 
technical staff in key agencies as a result of frequent leadership 
changes; and (ii) resistance of key staff groups (e.g., hospital 
specialists), agencies (e.g., State Social Insurance General Office), 
sectors (e.g., the private hospitals), and the community to change and 
reform. The first will be addressed through close monitoring and 
dialogue with MOH and support to the HSMP Implementation 
Coordination Committee. The second will be mitigated through project 
information campaigns, awareness raising, and training. 
 
A third risk is MOF resistance to single purchasing and pooling of 
funds as a major element of financing reform. To mitigate this risk, the 
Project will promote pooling and single purchasing as measures that 
will reduce transaction costs, conform to the Public Sector Finance 
Management Law, and be established within the currently available 
human and institutional capacity. 
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I. THE PROPOSAL 
 
1. I submit for your approval the following report and recommendation on a proposed grant 
to Mongolia for the Third Health Sector Development Project. 
 
2. In 2006, the Government requested the Asian Development Bank (ADB) to cooperate 
with the Ministry of Health (MOH) and prepare the Third Health Sector Development Project, 
building on and furthering the results of the Health Sector Development Program (HSDP) that 
was successfully completed in 2003 and the Second Health Sector Development Project 
(SHSDP), which is ongoing and is expected to be completed in 2008. 1  The Government 
considers improving the quality of the health care system, ensuring access to and quality of 
primary health care (PHC), and reforming health care financing to be key instruments to 
alleviate poverty, accelerate economic growth, and reduce disparities in the development 
process, particularly between rural and urban areas. The Project is in line with the 
Government’s development strategy, and it is included in the ADB’s Mongolia Country Strategy 
Program and Update (2007–2009). The design and monitoring framework is in Appendix 1. 
 

II. RATIONALE: SECTOR PERFORMANCE, PROBLEMS, AND OPPORTUNITIES 
 
A. Performance Indicators and Analysis 

3. In the early 1990s, Mongolia inherited a Soviet-style health system with a large, 
inefficient hospital sector providing generally outmoded and low quality care and further 
characterized by poorly developed PHC, financing systems, human resources (HR) and 
planning, and regulatory processes. Together, these factors contributed to the health system’s 
requiring overall reform and realignment. 
 
4. ADB has cooperated closely with the Government to identify and implement reform 
priorities, which are (i) to transform the hospital-dominated system towards PHC; (ii) develop the 
capacity to plan, finance, manage, and monitor the health system; and (iii) upgrade health 
service infrastructure. In 1997, under HSDP, ADB provided initial support for critical changes in 
the Mongolian health care system. Key initiatives supported by HSDP include developing the 
family group practice (FGP) system (teams of family doctors and nurses providing treatment 
and prevention services to the population) as a means of transforming the health system 
towards PHC, introducing regulatory and monitoring systems through licensing and 
accreditation, HR policy development (through incentive schemes and career support to assist 
in health personnel transfer and redeployment), management training, and emphasizing quality 
improvement by establishing systematic improvement structures in the health sector.  
 
5. Since 2004, ADB support through SHSDP has focused on improving access to quality 
health services in rural areas (through infrastructure improvements and providing equipment) 
and extending reforms initiated under HSDP. Policy reforms under SHSDP include 
consolidation of HR reforms through establishing career development schemes and 
institutionalizing incentive mechanisms for rural health workers, piloting such new funding 
models as output based budgeting and case mix funding to increase efficiency of the sector, 
and strengthening the capacity of the MOH to undertake sector reforms and improve the 
provision of more effective health services at decentralized levels.  
 

                                                 
1 ADB. 1997. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 

Mongolia for the Health Sector Development Program. Manila; and ADB. 2003. Report and Recommendation of 
the President to the Board of Directors on a Proposed Loan to Mongolia for the Second Health Sector 
Development Project. Manila. 
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6. As a result of this cooperation, there has been significant progress in a number of areas. 
This is evidenced by improved health outcomes with continuing decreases in important sector 
indicators, including the infant mortality and maternal mortality rates. However, major reform 
initiatives have yet to be fully implemented and to achieve sustainable impact. The FGP system, 
established nationwide in 2002, is the cornerstone of the reform process and still needs 
consolidation and further investment, the hospital sector is still excessive and attracts the bulk of 
health expenditure, health financing mechanisms do not sufficiently target efficiency, HR 
capacity and policies are still weak, and lack of governance and regulatory capacity has resulted 
in unrestricted private sector growth and ineffective monitoring systems. An overview of the 
Mongolian health sector and performance issues is in Appendix 2. An assessment of the FGP 
system in Mongolia is in Supplementary Appendix A.  
 
7. The Mongolian health care system is in a critical phase. In many areas, implementation 
of reforms has been incomplete, resulting in initially modest results and transformations. Without 
clear strategic and policy directions and further targeted support, many reform initiatives are in 
danger of drifting. The Government has endorsed a Health Sector Master Plan (HSMP) to bring 
together resources, policies, and strategies to guide the reform agenda, and there is recognition 
by international partners of the need to provide continued support to reforms.  
 
8. The Government approved the HSMP in April 2005. That plan was developed through a 
consultative process, and it serves as a comprehensive technical long-term planning document 
(for 2006–2015) in line with Mongolia’s desire to achieve the Millennium Development Goals 
(MDGs). Main strategies of the HSMP include (i) further increasing coverage, access and 
utilization of health services, and especially for disadvantaged groups, through promoting quality 
PHC; (ii) strengthening health human resources skills and management; (iii) strengthening the 
financial management system to improve resources use; (iv) improving the health insurance 
system; and (v) supporting a sector-wide health care approach to improve coordination of inputs 
and resources management. Donor support for the Mongolian health sector is detailed in 
Appendix 3. A timely opportunity now exists for the Project to consolidate reform initiatives and 
further develop and implement strategies to strengthen Mongolia’s health care system. 
 
B. Analysis of Key Problems and Opportunities 
 
9. The health system continues to face issues of low quality, inefficiency, and insufficient 
progress on major health areas and service delivery modalities. Key problem areas and the 
changes required to increase operating efficiency and performance are summarized below. 
Appendix 4 provides detailed analysis of problems, constraints, and improvement opportunities. 
 
10. Variation in Health Indicators. In important indicator areas, including infant mortality, 
under 5-mortality, and maternal mortality, Mongolia is making good progress overall (although 
the maternal mortality rate of 93 per 100,000 live births is still considered relatively high) and is 
likely to achieve the MDGs and targets for child health, maternal health, and universal access to 
reproductive health. Within the overall indicators, however, there are significant regional 
variations, with some aimags (provinces) recording rates 2–3 times higher than the national 
average for maternal mortality. Aimag averages for key indicators are consistently poorer than 
the Ulaanbaatar city averages, suggesting significant inequity in service provision between 
urban and rural areas. In general, the rural health system has lower quality services, less 
qualified staff, and lower levels of infrastructure and equipment.  
 
11. Like many post-Soviet systems, the adult mortality situation in Mongolia, especially 
among males, is deteriorating. This is in part due to poor lifestyle, as alcohol abuse, high 
tobacco consumption, and high-fat diets are leading to significant increases in cardiovascular 
disease, diabetes, and cancer. Male mortality is also significantly higher for injuries and 
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poisoning, and the incidence of tuberculosis is higher in males compared to females after age 
35. Poverty is a major factor affecting poor health outcomes. Despite recent gains in Mongolia’s 
gross domestic product (GDP), the proportion of people below the poverty threshold was still 
36% nationwide in 2002.2 The links between pervasive poverty and disease are reflected in the 
continuing rise in the incidence of tuberculosis, which has doubled to 175 per 100,000 
population since 1990. The major causes of death in Mongolia are now cardiovascular disease, 
cancer, injuries, and respiratory disease—all of which are on the rise, and especially in urban 
sedentary populations. Diseases of the respiratory system are the leading cause of population 
morbidity. 
 
12. Low Quality of Rural Health Services. The quality of rural health services provided by 
bag feldshers (community nurses) and in soum (administrative unit of the aimag) health centers 
(SHCs) is generally worse than are services provided in urban areas. This reflects isolation and 
remoteness, scarce HR capacity and skills in the countryside, problems in attracting and 
retaining staff, reduced training and continuing education opportunities, and lack of professional 
and clinical support. Infrastructure, equipment, and supplies are generally of a much lower 
standard in rural areas. The Government and MOH have developed rural health programs to 
upgrade SHCs, establish regional diagnostic and treatment centers in three aimags across 
Mongolia, and improve communication and access to remote consultations and specialist 
support. The Japan Fund for Information and Communications Technology grant project 3 
associated with SHDSP also focuses on improving technological capacity to link SHCs to aimag 
general hospitals (AGHs), with an emphasis on maternal and child health outcomes. 
Nevertheless, rural health improvement still lags significantly behind urban health development, 
and Ulaanbaatar still attracts most of development assistance. 
 
13. Poor Hospital Service Quality. Services provided in aimag, duureg (Ulaanbaatar City 
district), and tertiary hospitals are perceived as low quality by much of the population, evidenced 
by the rising numbers of affluent Mongolians (and the less affluent, who often go into debt) who 
seek medical care abroad. Many reasons underlie poor health care quality in Mongolia, 
including limited resources for staff, underdeveloped quality improvement systems, poor 
monitoring systems, lack of incentives to provide better quality care, weak organizational 
processes, and under trained staff and managers. A range of financial and nonfinancial options 
are available for long-term systematic improvement. These include financing systems and 
incentives to improve quality and outcomes, strengthening quality improvement mechanisms in 
hospitals, better use of guidelines, strengthening monitoring, training, and more effective quality 
monitoring and use of data and indicators for evidence-based policy making. Implementation of 
these kinds of activities—many of which were proposed under HSDP and SHSDP—has been 
sporadic to date. 
 
14. Inefficient Hospital Sector. Mongolia has too many hospitals (23.4 per 100,000 
population, compared with 5.78 per 100,000 for Commonwealth of Independent States 
countries),4 and the hospital sector consumes the bulk of the Government’s health spending. 
Public hospitals and facilities in the capital city, with a population of around 900,000, include 16 
clinical and tertiary hospitals and centers and some 46 hospitals of various types. There is also 
a large and growing private health sector of hospitals, clinics, laboratories, and pharmacies 
concentrated in Ulaanbaatar. There has been only limited consolidation of facilities over the past 
few years. In addition to surplus capacity and staff, other shortcomings include inappropriate 
hospital admissions and clinical practices, an ineffective referral system, ineffective distribution 

                                                 
2 National Statistical Office (NSO). 2004. Main Report of Household Income and Expenditure Survey/Living Standard 

Measurement Survey (HIES-LSMS), 2002-03. NSO. Washington, DC: World Bank, and Ulaanbaatar: UNDP. 
3 ADB. 2004. Grant Assistance to Mongolia for Information and Communication Technology for Improving Rural 

Health Services. Manila. 
4 World Health Organization. European database. 2005. 
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of limited technology, fragmentation of funding sources and administration, limited use of 
information, and rigid planning and budgeting. Adverse payment incentives encourage 
inefficient use of in-patient services and hospital stays are unnecessarily long, averaging 9–11 
days.   
 
15. Rationalization. Combining hospitals to create a smaller number of larger and more 
efficient facilities, closing small redundant hospitals, and reducing duplication in services is 
necessary to release operating savings to the health sector and realign the balance between 
PHC (still underfunded) and secondary and tertiary services. The problem is larger, however, as 
hospitals need to be managed more efficiently and be more responsive to population health 
needs and morbidity, with beds and services linked to disease patterns and changing clinical 
practice. Hospitals need to adopt more effective clinical and service delivery processes (such as 
day only and ambulatory care), admission policies, and treatment guidelines and pathways. This 
entails a restructuring and optimization of the hospital sector that is focused on a smaller 
number of better equipped and functioning hospitals, based on health planning need and 
assessments, and operating under modern management and financing systems and clinical 
protocols. These are considerable challenges. There is strong political, professional, and 
community sensitivity around reducing the extent of the hospital sector in Mongolia, and this has 
impeded efforts by MOH and international partners to accelerate optimization. Nevertheless, 
with the appropriate emphasis on modernizing and improving hospital services, and on 
consultation and participation with stakeholders, negative perceptions of hospital restructuring 
can be countered. This requires careful planning and organization and commitment from both 
the Government and development partners. 
 
16. Poorly Developed Health Care Financing and Health Insurance. Mongolian public 
health care expenditure is relatively low, at around 5% of GDP, but increasing funding and 
investment is only a partial answer. Mongolian health financing is inefficient in many ways. 
Financial arrangements with hospitals are fragmented, funded from the government budget and 
health insurance; financing is not linked to performance or efficiency; incentives are perverse, 
encouraging inappropriate admissions and unnecessary time in the hospital; costing data is 
lacking; financial allocations favor larger hospitals over smaller rural facilities; and there is 
disproportionate spending overall on hospitals rather than on public health or preventive 
services.  
 
17. The Government is currently improving health financing strategies, and a number of 
initiatives are being reviewed with technical assistance support from ADB.5 These include output 
based budgeting, single purchaser model, case mix and per capita funding, and global 
budgeting and performance based payment and incentives. Despite relatively low expenditures 
on health, the Mongolian health system has the potential to perform much more effectively, with 
improvements to operating efficiency linked to better financing strategies and targeted funding 
based on improving performance. 
 
18. Weak Human Resources Development (HRD). The health sector HR system is 
marked by oversupply of doctors, low ratios of nurses to doctors, misdistribution of key 
personnel with critical shortages in rural and remote areas, and poor career development 
opportunities. This situation is likely to further reduce quality and performance in the sector. HR 
planning and policy capacity is weak, and there is little linkage of training and curricula to future 
professional requirements.  
 
19. A range of HR interventions are needed, including (i) to control future doctor numbers, 
(ii) incentive systems to encourage movement of key staff to areas of need, (iii) career 
pathways, and (iv) HR systems to promote training and capacity development. The 
                                                 
5 ADB. 2003. Technical Assistance to Mongolia for Support for Health Reform. Manila. 
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establishment of the intersectoral High Level HR Coordinating Committee to develop integrated 
HR policies and strategies between government agencies and donors is an important first step 
in improving HRD in the health sector, and the potential now exists to address HR on a broader 
system basis. ADB is a partner in the High Level HR Coordinating Committee. 
 
20. Lack of Capacity, Oversight, and Regulation. Many of the problems still facing 
Mongolian health care are the result of weak implementation of reforms and inadequate policy 
development. MOH and other agencies have insufficient monitoring and evaluation, regulation, 
and governance capabilities. As a result, overall policy directions are lacking and the regulatory 
environment is weak, as evidenced by the uncontrolled growth of the private health sector. 
Prioritization and consistency are also weak and limit the effectiveness of reforms. The FGP 
system is a case in point. The model has received insufficient priority and attention, resulting in 
underfunding and limited progress. More focused implementation and monitoring would have 
obviated many of the problems now facing family doctors.  
 
21. Rationale for the Project. HSDP and SHSDP helped implement initial sector reforms, 
develop PHC, and improve infrastructure and service delivery. Nevertheless, further assistance 
is needed to consolidate and continue implementation of health reform in line with HSMP. There 
is wide disparity in access to health services, quality of services, and health outcomes between 
urban and rural areas in Mongolia. There is a need for significant upgrading of infrastructure to 
improve rural health services, particularly in aimags which have so far received little or no 
investment. There is also a need to build on the policy reforms advanced under previous health 
sector development initiatives: expanding and improving PHC, improving financial expenditure 
for increased system efficiency, expanding health insurance coverage, and improving HR 
capacity. Policy reform in these areas requires continual support and attention for a number of 
reasons. First, the entrenched structure and processes of health systems like that of Mongolia, 
which were strongly influenced by the Semashko model,6 need comprehensive reengineering to 
make them efficient and effective in addressing health needs generally and needs of 
disadvantaged7 groups and the poor in particular. Second, rapid and high turnover of staff in key 
roles and positions makes continuity difficult. Third, effective change needs targeted incentives, 
and these are not always available or readily applicable. Finally, change invariably encounters 
resistance from affected or threatened parties, which impedes the progress of reforms. 
Continuity of policy reforms among HSDP, SHSDP, and the Project is illustrated in Appendix 5.  
 
22. Lessons. Key lessons have been identified from previous assistance activities: (i) health 
financing and service delivery improvements need to be linked; (ii) incentives are needed to 
ensure health service quality and optimum staffing levels nationwide; (iii) financial allocations 
need to support reform programs (e.g., adequate investment and funding is needed for PHC); 
(iv) structures and organizational processes need to be institutionalized in the appropriate key 
agencies (through, for example, dedicated foci and personnel in critical areas like FGPs and 
quality improvement) to ensure consistent and focused interventions and effective 
implementation of reforms; (v) rural health services need to be strengthened and at the same 
time refocused; and (vi) public information and awareness needs to be extended to ensure 
community support and promote healthy lifestyles. Lessons from HSDP and SHSDP are 
summarized in Supplementary Appendix B. 
                                                 
6 The Semashko model was a Soviet-style centralized, hierarchical health system with strong emphasis on 

expensive curative services and hospital-based physicians in extensive and numerous facilities. 
7 The use of the term “vulnerable” has been avoided since according to current government policy “vulnerability” is a 

classification used for various state benefits and is not necessarily linked to poverty criteria. It includes all citizens 
regardless of socioeconomic status who are under 16 years of age, all mothers of newborn infants, all elderly 
people, all unemployed people, and all single parents. It excludes unregistered urban residents, students (about 
two thirds of whom come from outside Ulaanbaatar), and herders. Disadvantaged people include overlapping 
groups such as the poor, unregistered migrants, uninsured, informal sector community members, and individuals 
with special needs (disabled, single-headed families, elderly without pension, homeless, and street children).  
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Table 2: Financing Plana 
($ million) 

Source Total  % 
Asian Development Bank 14.0  80 
Government of Mongolia 3.6  20 

 Total  17.6  100 
a Assistance of $2 million from Japan Fund for Poverty Reduction is being sought 

to finance improving access to health services for disadvantaged groups in 
Ulaanbaatar. 

Source: Asian Development Bank estimates. 
 

F. Implementation Arrangements 
 

1. Project Management  

47. Implementation arrangements take into account the experience of previous ADB-
supported projects in the health sector. MOH will be the Executing Agency for the Project and 
will be responsible for its overall implementation. To provide strategic orientation and overall 
guidance on Project implementation, a project steering committee (PSC) has been established, 
chaired by the state secretary of MOH and composed of senior officials from MOH, MSWL, 
MOF, the State Social Insurance General Office, and Health Sciences University of Mongolia, 
Ulaanbaatar City, as well as representatives of project aimags and duuregs and the Mongolian 
Association of Family Doctors. The PSC will serve as a mechanism for private sector 
participation in the Project. The five project aimags will establish supervisory groups, chaired by 
the aimag governors’ offices and composed of representatives of the health departments, AGHs, 
and SHCs. The two project duuregs will establish supervisory groups, chaired by the duureg 
governor’s office and composed of the district health alliance, district general hospital, 
Ulaanbaatar city health department and FGPs. The PSC and supervisory groups will meet 
quarterly and be responsible for approving the annual project budget and activity plan, as well 
as for reviewing and advising on implementation progress. The minutes of PSC meetings will be 
forwarded to ADB on a quarterly basis. Working groups to advise and assist with project 
implementation will be established centrally and in pilot areas. Detailed implementation 
arrangements are in Appendix 8 and the financial management assessment is in 
Supplementary Appendix G. 
 
48. A project implementation unit (PIU) will be set up in MOH and will be responsible for 
project coordination and day-to-day implementation of project activities, including supervising 
construction; procuring equipment and materials; disbursement; providing support in selecting 
consultants, engaging consultants, and managing their supervision and monitoring of the work 
program and project performance; and reporting on progress, including to prepare the quarterly 
and annual project monitoring and progress reports. The PIU will consult closely with relevant 
health facilities, agencies, and international partners. The PIU will be headed by a qualified 
project manager selected on a competitive basis. The PIU will comprise five staff, including a 
planning and human resources officer, administration and finance officer, civil works and 
procurement officer, secretary, and driver, for the entire implementation period of the Project. In 
each project aimag, a project coordinator will be appointed to oversee implementation of the 
Project at the local level. That coordinator will be assisted by staff for training, quality 
improvement, procurement, and civil works that is to be engaged intermittently or on a part-time 
basis, as necessary. Implementation in Ulaanbaatar duuregs will be coordinated through the 
PIU. All PIU staff, including aimag level coordinators and their staff, whose salaries are paid 
from the proceeds of the grant, will be selected and contracted individually in accordance with 
ADB’s Guidelines on the Use of Consultants (2007, as amended from time to time).  
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2. Implementation Period 

49. The Project will be implemented over 5 years, from 2008 to 2013. The project 
implementation schedule is in Appendix 9. 
 

3. Procurement 
 
50. The procurement of goods and works financed under the grant will be undertaken in 
accordance with ADB’s Procurement Guidelines (2007, as amended from time to time). 
International competitive bidding (ICB) will be applied to supply contracts estimated to cost 
$500,000 or more. Supply contracts with values less than $500,000 will follow national 
competitive bidding (NCB), and those less than $100,000 will follow shopping procedures as 
reflected by particular circumstances of the contract packages. International competitive bidding 
will be used for civil works contracts valued at $1 million or more. Civil works contracts valued at 
less than $1 million will be procured using NCB procedures. NCB procurement will be done on 
the basis of NCB procedures in accordance with the Mongolian Procurement Law, subject to 
modifications agreed with ADB. The internationally tendered equipment packages will include 
the necessary technical support for ensuring proper installation, testing, commissioning, and 
training of operational staff as part of the related contracts. In accordance with ADB 
requirements, foreign contractors may participate in bidding for NCB contracts. External 
monitoring of quality of civil works will be established. The procurement plan is in Appendix 10. 
 

4. Consulting Services  

51. The Project will require a total of 57 person-months of international and 312 person-
months of national consulting services financed under the ADB grant. The international and 
national consultants will have expertise in (i) PHC services, (ii) public health, (iii) civil works, (iv) 
medical equipment, (v) information and communication technology network development, (vi) 
health care financing and health insurance, (vii) HR management and development, (viii) health 
planning, (ix) private health services planning and provision, and (x) monitoring and evaluation. 
Other national consultants will have expertise in (i) legal issues on the legal, tax, business, and 
social status of FGPs; (ii) web design; and (iii) gender and development. The consultants will be 
selected and engaged in accordance with ADB’s Guidelines on the Use of Consultants (2007, 
as amended from time to time). Selected international consultants (information and 
communication technology, health planning and management, monitoring and evaluation) and 
national consultants (legal expert, web designer, information and communication technology, 
health planning and management, gender and development, monitoring and evaluation) will be 
selected and contracted individually as the assignments are straightforward and MOH’s main 
requirements are the consultants’ qualifications and experience. Using ADB’s quality- and cost-
based selection procedure (quality-cost ratio of 80:20), the remaining international and national 
consultants will be selected and contracted through short-listed international consulting firms. 
Indicative consultancy requirements and outline terms of reference for consultants are in 
Appendix 11.  
 

5. Anticorruption Policy 

52. ADB’s Anticorruption Policy (1998, as amended to date) was explained to and discussed 
with the Government and MOH. Consistent with its commitment to good governance, 
accountability, and transparency, ADB reserves the right to investigate, directly or through its 
agents, any alleged corrupt, fraudulent, collusive, or coercive practices relating to the Project. 
To support these efforts, relevant provisions of ADB’s Anticorruption Policy are included in the 
grant regulations and the bidding documents for the Project. In particular, all contracts financed 
by ADB in connection with the Project shall include provisions specifying the right of ADB to 
audit and examine the records and accounts of MOH and all contractors, suppliers, consultants, 
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and other service providers as they relate to the Project. For the Project, MOH will establish a 
mechanism for external monitoring of the quality of civil works; and launch a project-specific 
website for disclosing project activities and achievements. 
 

6. Disbursement Arrangements 

53. The grant will be disbursed in accordance with ADB’s Loan Disbursement Handbook 
(2007, as amended from time to time). To expedite project implementation through timely 
release of grant proceeds, the PIU will establish an imprest account at a commercial bank 
acceptable to ADB. Disbursements from the imprest account will be supported by an 
appropriate withdrawal application and related documentation. Such documentation will 
demonstrate, among other things, that the goods and/or services are (i) procured from ADB’s 
member countries, and (ii) eligible for ADB financing. The initial amount to be deposited in the 
imprest account will not exceed the estimated expenditures for the next 6 months, or 10% of the 
grant amount, whichever is less. ADB’s statement of expenditures procedure may be used to 
reimburse, liquidate, or replenish eligible expenditures that do not exceed $50,000 per individual 
payment. 
 

7. Accounting, Auditing, and Reporting 

54. The Government, through the PIU, will (i) maintain separate financial accounts for the 
Project, and (ii) have such accounts and related financial statements audited annually by 
independent auditors acceptable to ADB in accordance with the provisions of the Grant 
Agreement and as specified in ADB’s financial reporting and auditing standards.9 The auditors 
should have qualifications, experience, and terms of reference acceptable to ADB. The use of 
the imprest accounts and statement of expenditures will also be part of the annual audit and a 
separate audit opinion will be submitted. The Government will submit to ADB certified copies (in 
English) of such audited accounts and financial statements, as well as the related reports of the 
auditors, within 6 months after the close of each fiscal year. The Government was advised that 
ADB requires timely submission of audited projects accounts and financial statements and that 
it will suspend disbursements of the proposed ADB grant in case of noncompliance with the 
requirement. 
 
55. For the purpose of complying with the requirements for the annual audited financial 
statements, the proceeds of this grant may be used to finance expenditures for private financial 
statements, sector auditors, and translations of auditor’s reports into English. The PIU will 
submit consolidated quarterly progress reports to ADB (in English) and to the Government on all 
aspects of project implementation. The reports will include details on overall implementation 
progress, problems encountered during the reporting period, measures taken or proposed to be 
taken to remedy these problems, and the proposed program of activities for the following 
quarter. Within 3 months of project completion, the PIU will prepare and submit to ADB, in a 
format acceptable to ADB, a project completion report on (i) the utilization and impact of the 
grant; (ii) performance of the Project; (iii) economic and social benefits generated; and (iv) 
details about implementation, costs, and other information requested by ADB. 
 

8. Project Performance Monitoring System  

56. MOH will establish a comprehensive project performance monitoring system (PPMS) 
acceptable to ADB. The PPMS will assess performance by (i) evaluating delivery of planned 
activities; (ii) measuring Project impacts; (iii) measuring health, social, and economic benefits 
with a focus on the poor, women, and disadvantaged groups; and (iv) monitoring achievement 
                                                 
9 ADB. 1989. Financial Reporting and Auditing of Projects Financed by the Bank. Manila. 
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of MDGs and other Government targets. PPMS indicators will serve as a basis to prepare 
reports on project implementation and the reform process, improved use of resources, improved 
access to services (particularly for the poor), improved service quality, client satisfaction, and 
progress in achieving MDGs. Performance indicators are set out in the design and monitoring 
framework (Appendix 1) and an indicative list of monitoring and evaluation indicators (based on 
review of the Mongolian health management information system) for use in PPMS is in 
Supplementary Appendix H. Some indicators will be monitored through surveys financed under 
the Project, while others will be monitored through routine administrative and financial data. 
Where feasible, indicators will be disaggregated by socioeconomic level and gender. The 
monitoring and evaluation consultants will assist MOH and PIU to determine Project-specific 
indicators and develop a cost-effective and efficient monitoring and evaluation system.  
 

9. Project Review 

57. ADB and the Government will jointly undertake reviews of the Project at least twice a 
year. The reviews will assess progress in each component, identify issues and constraints, and 
determine necessary remedial actions and adjustments. A midterm review will be conducted 
during the third year of implementation. The midterm review will (i) review the scope, design, 
and implementation arrangements and identify adjustments required; (ii) assess progress of the 
project implementation against performance indicators; and (iii) recommend changes in the 
design or implementation arrangements, if necessary.  
 

IV. PROJECT BENEFITS, IMPACTS, ASSUMPTIONS, AND RISKS 
 
A. Project Benefits and Impacts 
 
58. The targeted outcome of the Project is effective PHC and improved financial protection 
through health insurance, which will positively impact on health status and Mongolians’ quality 
of life, especially in rural settings and in poor areas of Ulaanbaatar under the Project. By 
strengthening the FGP model, urban populations will gain increased access to better quality 
PHC services, including treatment, prevention, and health education. FGPs specifically benefit 
the poor, as more than 60% of clients are below the poverty threshold and include women, 
young children, and the elderly. By improving rural health services through infrastructure 
development, equipment, enhancing staff skills and optimizing the number of key health 
professionals, the Project will benefit populations in rural areas, where health outcomes and 
access are poorer than for urban Mongolians. The Project will directly benefit almost 700,000 
people in five aimags and the two duuregs of Ulaanbaatar (26.8% of the total population).  
 
59. Policy measures, capacity development, and HRD under the Project will benefit the 
entire population through nationwide components aimed at improving health system 
effectiveness. Policy measures under the Project will strengthen health financing policy aimed at 
increasing population health insurance coverage and benefits packages; focus on payment for 
quality services, which will enhance patient care; and improve technical and allocative efficiency 
in hospitals, to the direct benefit of patients. Other specific project benefits include improved 
technical capacity (through increased skills and capacity of FGPs and soum health staff); 
improved guidelines and standards of care; increased financing capacity of MOH and local 
government staff; increased planning plus improved budgeting, monitoring, and evaluation skills 
in the health sector; and improved institutional operations and functioning (through a 
strengthened MOH, stronger intersectoral collaboration, SHCs better aligned with rural health 
needs, and a more effective referral and networking system). 
 
60. The Project will impact on population health and MDG goals and targets by improving 
access; increasing service quality; facilitating financial protection for health care; increasing 
professional capacity development, policy, planning and implementation capability; and 
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establishing system regulation. Training of rural health staff in PHC and in essential clinical care 
and management will assist in addressing the burden of disease in Mongolia (especially 
management of maternal and child health care; men’s health; and chronic diseases like 
cardiovascular disease, tuberculosis, and diabetes). Developing sound clinical guidelines and 
practices will enable more effective and outcome-based clinical services in FGPs and SHCs. 
Improving communication and networking among FGPs, SHCs, and hospital specialists will 
allow more rapid and effective diagnosis and treatment for remote and rural populations. 
 
B. Poverty Reduction and Social Dimensions 
 
61. Poverty and health are closely related, and better health services contribute importantly 
to economic development. Overall, the Project aims to improve and extend PHC services and 
policies to benefit the Mongolian population, in particular, the rural and urban poor, women, 
children, and the elderly. The Project will benefit the whole population indirectly through 
nationwide components that support health sector reform and sector-wide and intersectoral 
management capacity development. Under the component for strengthening health services, 
where most of the Project funds are allocated, there are more than 700,000 people. Among 
these, more than 40% of the population in the project aimags is poor, compared to the national 
average of 36%. The Project activities specifically target poor, marginalized, and underserved 
groups by, for example, improving PHC coverage and service delivery, introducing community 
involvement mechanisms, and facilitating financial protection for the poor.  
 
62. The Project will contribute to achieving MDGs, particularly Goal 4 (reduce the under-five 
mortality rate by two thirds and the infant mortality rate from 63.4 to 22 per thousand live births; 
increase the percentage of children vaccinated against measles from 82.5% to 96%), Goal 5 
(improve maternal health by reducing the maternal mortality rate from 200 to 50 per 100,000 live 
births, increase the proportion of births attended by skilled health personnel from 96.8 to 
99.8%), and Goal 6 (combat sexually transmitted infections, HIV/AIDS, and such communicable 
diseases as tuberculosis by halting and, by 2015, beginning to reverse the spread of these 
diseases). The Project’s summary poverty reduction and social strategy is in Appendix 12. 
Detailed poverty and social, and gender analyses are in supplementary appendixes I and J, 
respectively. 
 
63. The Project will help to improve women’s health through its strong focus on PHC, which 
is predominantly accessed by women. Gender disaggregated data will be collected to monitor 
the Project’s effects on women and men. Women will be encouraged to participate in planning 
and implementing the Project. By improving health education and health promotion, the Project 
is expected to impact on declining adult male health outcomes. A gender plan is in Appendix 13.  
 
64. The project preparation activities were guided by participatory processes undertaken in 
the project areas. Focus group and stakeholder discussions were held and indicated a range of 
health and social concerns in the community, including the needs for (i) increased consultation 
with local communities, (ii) improved access to rural health services (SHCs are mainly used by 
poorer people, women, and the elderly), and (iii) improved outreach and community health 
education. A national information campaign on strengthening the role of FGPs will be designed 
and implemented. 
 
C. Social Safeguards 
 
65. Land Acquisition and Resettlement. The Project will construct 14 SHCs, one 
inter-SHC and two FGP centers in the five project aimags and two duuregs of Ulaanbaatar. The 
construction of SHCs and FGP centers will be on existing government land and will not affect 
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community members.10 During project implementation, should there be change in the scope or 
other changes with unanticipated resettlement impacts, land acquisition and resettlement 
activities will be implemented in accordance with ADB’s Involuntary Resettlement Policy (1995). 
 
66. Ethnic Minority Issues. There are over 30 ethnic groups in Mongolia. Most Mongolians 
are Khalkh (81.5%), and minority groups account for 18.5% of the population. A substantial 
ethnic minority group (Dariganga) exists in Sukhbaatar, while minority groups are very small in 
other project aimags. Consultation with representatives of the Dariganga ethnic minority group 
in Sukhbaatar showed that they are not considered to be economically, socially, or legally 
marginalized or otherwise disadvantaged in a manner which would restrict their access to health 
services or affect their health status. The Constitution of Mongolia indicates that no person will 
be discriminated against based on ethnic origin and guarantees equal access to education and 
health for ethnic minorities. The cultural distinction, health, and socioeconomic status of this 
group, as revealed through data collection during project preparation, are similar to those of 
other Mongolians. Given the equal levels of social indicators between the Khalkh majority and 
ethnic minorities, no indigenous people’s development plan or special actions in favor of any 
particular group are needed.  
 
D. Economic and Financial Impacts 
  
67. The Project has a strong focus on improving the institutional, operational, and financial 
efficiency of the Mongolian health system. Economic internal rates of return (EIRR) were 
calculated for the Project, and main benefits quantified were resource cost savings and 
productivity gains.  
 
68. Resource cost savings consist of reducing out-of-pocket expenses for health care as a 
result of reforms in health financing. Productivity gains are the results of less time lost to illness 
that would have otherwise been utilized in some economic activity. Productivity gains will also 
be realized through less time being spent for the care of sick family members. Direct and 
indirect health benefits are potentially significant due to fewer days lost at work and school and 
general improvement in health status and life. The analysis does not attempt to quantify all 
economic gains and provides only conservative estimates based on quantifiable benefit 
streams. Overall investments under the Project are expected, however, to yield significant 
economic, social, and institutional benefits. The Project yields a 22.8% EIRR and a net present 
value of MNT11.3 billion. The net present value calculation discounts the cost and benefit 
streams at 12% in real terms. The economic and financial analyses are summarized in 
Appendix 14 and set out in detail in Supplementary Appendix K. 
 
69. Financial goals of the Project include improving allocative efficiency in health care 
expenditure (shifting funding away from hospitals to PHC) and improving internal operating 
efficiency and financial management in service delivery, thus reducing health care costs for 
individuals and the community overall. Incremental recurrent costs of the Project are 
manageable and arise largely from increased operation and maintenance (O&M) costs for the 
facilities constructed and upgraded under the Project. 
  
70. The financial analysis evaluates the impact of the Project on the Government budget. 
The Project’s total financing cost, inclusive of taxes, duties, and contingencies, is $17.6 million 
for around 5 years. The Government’s annual share in Project costs will average approximately 
$719,000 equivalent (MNT867 million), or less than 1% of the projected annual health sector 
budget of about $87.2 million. The recurrent costs to be borne by the Government during project 
implementation are estimated to be about $107,000 equivalent (MNT128 million) per year. 
                                                 
10 The MOH provided a letter, dated 16 May 2007, giving assurance that the new SHCs, inter-SHC and FGPs will be 

constructed on government land that is not currently in use or occupied by anyone. 
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These include the operating expenses of the PIU and O&M and replacement costs of new and 
upgraded health facilities and equipment. FGPs under the Project will continue to be funded by 
the Government during and after project implementation. The budgetary impact of the estimated 
annual recurrent costs during implementation of the Project is considered minimal. Soum 
governments will share in the O&M costs for the rehabilitated SHCs. The Government is 
committed to providing the funds necessary to ensure the sustainability of the investments.  
 
E. Environmental Aspects 

71. An initial environmental examination (IEE) was carried out in the five project aimags in 
accordance with Government Laws and Regulations on the environment and ADB’s 
Environment Policy (2002) and Environmental Assessment Guidelines. 11  Extensive public 
consultations, including surveys, meetings with stakeholders, and focus group discussions, 
were undertaken during preparation of the IEE. The project IEE was reviewed by the aimag’s 
environment department in accordance with the law on Environment Impact Assessment.  
 
72. The Project will not adversely affect natural resources, the ecology, or cultural and/or 
historical sites. A limited number of specific environmental and social impacts may result from 
the project implementation, but these can be avoided or mitigated by adhering to generally 
recognized performance standards, guidelines, and design criteria. The Project will enhance 
environmental features of the hospitals, provide safe water supply, and ensure appropriate 
medical waste management. Newly constructed and upgraded SHC and AGH buildings will 
enhance energy efficiency and building standards. The Project will have positive social impacts, 
including to improve rural health care services and the quality of life for people in project areas. 
Civil works in the Project will ensure that no additional environmental problems are created by 
specifying appropriate design features, heating and ventilation systems, and wastewater 
collection systems. A synopsis of the IEE is in Appendix 15 and the summary IEE is in 
Supplementary Appendix L. 
 
F. Risks and Mitigation Measures 
 
73. The first risk is that government support and commitment to health sector development 
and reform will diminish. The Project will mitigate this risk through continuing policy dialogue 
with the Government and donor community in the context of the HSMP. By building on the 
policy platform established, and by continuing the reform agenda, the risk of diminishing 
Government or agency commitment will be managed. Project involvement in such intersectoral 
processes as the joint annual reviews of the HSMP implementation, National Health 
Development Strategy and National Policy Development initiatives under the HSMP, and the 
High Level HR Coordinating Committee to strengthen national HR policy and strategy will assist 
in maintaining the Government’s support and attention. 
 
74. The second risk area relates to slow progress or resistance to reforms due to (i) high 
turnover of officials and senior technical staff in key agencies as a result of frequent leadership 
changes, and (ii) resistance of key staff groups (e.g., hospital specialists), agencies (e.g., State 
Social Insurance General Office), sectors (e.g., the private hospitals), and the community to 
change and reform. The first will be addressed through close monitoring and dialogue with MOH 
and support to the HSMP Implementation Coordination Committee. The second will be 
mitigated through project information campaigns, raising awareness, and training. 
 
75. A third risk is MOF’s resistance to single purchasing and pooling of funds as a major 
element of financing reform. To mitigate this risk, the Project will promote pooling and single 
purchasing as measures that will reduce transaction costs, conform to the Public Sector 
                                                 
11 ADB. 2003. Environmental Assessment Guidelines. Manila. 
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Finance Management Law, and be established within the currently available human and 
institutional capacity. 
 

V. ASSURANCES 
 
76. In addition to the standard assurances, 12  the Government has given the following 
assurances, which are incorporated in the Grant Agreement.  
 
77. Project Implementation Unit. Before grant effectiveness, the Government will ensure 
the establishment of the PIU in MOH, in a manner acceptable to ADB. The PIU will be headed 
by a qualified project manager selected on a competitive basis and will include a planning and 
human resources officer, an administration and finance officer, a civil works and procurement 
officer, a secretary, and a driver. 

 
78. FGPs. Within 18 months of grant effectiveness, the Government will provide a plan 
based on research and analysis, acceptable to ADB, detailing the major legal issues to be 
addressed in the health sector to clarify and resolve the optimal legal framework for the 
operations of FGPs. The plan will outline the necessary laws, orders, and amendments that will 
need to be introduced to improve FGPs’ legal, tax, business, and social status, including FGPs’ 
role as a gatekeeper, the referral arrangements, and the financial requirements. 

 
79. Within 18 months of grant effectiveness, the Government will establish a risk-adjusted 
capitation process for FGPs set at attractive levels to ensure adequate remuneration for doctors 
and nurses, as well as incentives to build up the FGP practice. The institutionalized risk-
adjusted capitation process will be developed and agreed in consultation with MOF and the 
Mongolian Association of Family Doctors and reviewed and updated regularly on a yearly basis. 

 
80. Within 12 months of grant effectiveness, the Government will prepare a draft funding 
plan for incentives for FGPs to allow additional (bonus) funding for achieving quality, 
performance and service targets. FGP performance contracts will be amended to reflect 
improvement targets and processes and will be developed collaboratively with FGPs, MOF, 
local health departments, and local government offices.  

 
81. Incentive Package Mechanism. Within 12 months of grant effectiveness, the 
Government will prepare a draft plan with identified incentive funding and salary packages, time 
frames, and other required resources to encourage staff transfers to areas of staff shortage in 
aimags. The incentive package mechanism will be a long term commitment instituted in 
appropriate ministries, including MOH and MSWL, and reviewed annually and reported in 
connection with Project progress reviews. 

 
82. Within 18 months of grant effectiveness, the Government will have researched, 
identified, established, and supported additional training places for rural staff including nurses 
and feldshers. At least 20 funded places in medical/nursing schools per year and per staff group 
will be provided for students, with additional incentives, as appropriate. Guaranteed positions 
will be available for new graduates, and training schemes advertised and promoted in aimags to 
encourage young students to apply. 

 
83. Within 9 months of grant effectiveness, the Government will establish a process to 
review SHC organization and develop a plan within 1 year, acceptable to ADB, for the long term 
structure, extent and reorganization of SHCs and the rural health sector. The aim for SHCs 
should be to move towards centers of primary care with mainly ambulatory and outreach focus.  

 

                                                 
12 The full list of assurances is included in the Grant Agreement. 



19 

 

84. Civil Works and Equipment. Within 6 months of grant effectiveness, the Government 
will provide a civil works and equipment plan acceptable to ADB. The plan will (i) outline the 
number and location of new facilities to be renovated under the Project, and (ii) develop a 
master plan to upgrade the health facilities under the Project.  Provision of Civil works and 
equipment will be prioritized for the improvement of PHC services. 
 
85. The Government will ensure that construction of SHCs and FGPs is carried out on 
existing Government’s land. In the event of (i) any unanticipated or unforeseen involuntary 
resettlement, (ii) land acquisition, and (iii) resettlement activities during project implementation 
the Government will ensure that the Project is implemented in accordance with ADB’s 
Involuntary Resettlement Policy (1995) and in accordance with all applicable Laws and 
regulations in Mongolia. In the event of discrepancies between the Government’s Laws and 
regulations, ADB’s Involuntary Resettlement Policy shall prevail.  

 
86. Within 12 months of grant effectiveness, the Government will ensure the effective 
implementation of the requirements for monitoring and mitigation included in the summary IEE, 
as agreed between the Government and ADB. 
 
87. The Government will cause MOH to ensure that all civil works contractors (i) do not 
employ child labor for construction and maintenance activities; (ii) encourage employment of the 
local poor who meet the job and efficiency requirements for construction and maintenance of 
project infrastructures, particularly women; (iii) do not differentiate wages between men and 
women, particularly for work of equal value; and (iv) provide timely payment of wages on at 
least a monthly basis and safe working conditions to all workers. All civil works contracts will 
include specific clauses on these undertakings, and compliance will be strictly monitored by 
MOH during Project implementation. 

 
88. Health Care Financing. Within 12 months of grant effectiveness, the Government will 
provide a preliminary plan acceptable to ADB, outlining the main financial reforms to be 
introduced in the health sector. The plan will cover all current proposed measures, including the 
health insurance scheme, output based budgeting, case mix, single purchaser, and 
performance payments, and will detail proposed implementation arrangements, including 
piloting and timeframes. 
 
89. Within 18 months of grant effectiveness, the Government will cause MOH to enter into a 
Memorandum of Understanding (MOU) with MOF and the MSWL containing the detailed 
processes and milestones for the establishment of pooling of funds and single purchaser for 
financing the health care. The single purchaser model’s alignment with the current budget and 
health insurance systems will be clarified in the MOU. The MOU will ensure that results of the 
new model are carefully monitored and a contingency plan is in place in case the new financing 
system is not successful. The Government will ensure that the pooling of funds and single 
purchaser for financing health care is implemented on a pilot basis, acceptable to ADB within 
the duration of the Project.   

 
90. Hospital/Health Boards. Within 18 months of grant effectiveness, the Government will 
provide to ADB, a preliminary plan for the piloting of hospital/health boards, including the outline 
of their operating arrangements and responsibilities. 

 
91. Private Health Sector. Within 12 months of grant effectiveness, the Government will 
submit to ADB a draft regulatory framework for private sector participation in health services 
provision, including proposed monitoring and licensing processes, authorizations for 
development, technology acquisition, and standards for safety and quality as considered 
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necessary. The draft will be prepared in consultation with private sector stakeholders and an 
agreed final regulatory framework will be established within 24 months of grant effectiveness. 
 
92. Gender Plan. The Government will cause MOH to take all necessary and appropriate 
measures to implement the gender plan, during the Project, including steps to encourage 
women to participate in the planning and the implementation of the Project.  

 
93. Free Access to Health Service. The Government will cause MOH to ensure that the 
poor continue to receive free access to health services at FGP level.  

 
94. Good Governance and Anticorruption. The Government will ensure that the project 
funds are utilized effectively and efficiently to implement the Project and to achieve the Project 
objectives. The Government will ensure that MOH (i) ensures that the Government’s 
Anticorruption Law and ADB’s Anticorruption Policy are strictly enforced and are being complied 
with during project implementation, and that relevant provisions of ADB’s Anticorruption Policy, 
are included in all bidding documents for the Project; (ii) facilitate in ADB’s exercise of its right to 
investigate, directly or through its agents, any alleged corrupt, fraudulent, collusive, or coercive 
practices relating to the Project; (iii) conduct periodic inspections on the project contractor’s 
activities related to fund withdrawals and settlements; (iv) ensure that all contracts financed by 
ADB in connection with the Project include provisions specifying the right of ADB to audit and 
examine the records and accounts of the EA and all contractors, suppliers, consultants, and 
other service providers as they relate to the Project; (v) establish a mechanism for external 
monitoring of quality of civil works; and (vi) launch a project specific website for disclosure of 
project activities and achievements. The Government will cooperate with any audit and 
investigation and extend necessary assistance, including access to all relevant books and 
records, as well as engagement of independent auditors and experts that may be needed for 
satisfactory completion of such audits and investigations. All external costs related to the audits 
and investigations shall be funded from the Grant. 
 

VI. RECOMMENDATION 

95. I am satisfied that the proposed grant would comply with the Articles of Agreement of the 
Asian Development Bank (ADB) and recommend that the Board approve the grant not 
exceeding the equivalent of $14,000,000 to Mongolia, from ADB’s Special Funds resources, for 
the Third Health Sector Development Project, with such terms and conditions as are 
substantially in accordance with those set forth in the draft Grant Agreement presented to the 
Board.  

 
 
 
Haruhiko Kuroda 
President 
 
 

26 October 2007 
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DESIGN AND MONITORING FRAMEWORK 
 
Design 
Summary 

Performance 
Targets/Indicators 

Data Sources/Reporting 
Mechanisms 

Assumptions 
and Risks 

Impact 
Improved health status and 
quality of life of the Mongolian 
population 

 
Poverty level reduced from 
36% in 2002-2003 to 7% by 
2015 
 
Reduction in maternal 
mortality from 93 per 
100,000 live births in 2005 to 
50 in 2015 
 
Reduce the incidence of 
tuberculosis from 175 per 
100,000 population in 2005 
to 72 by 2015 

 
Living Standards 
Measurement Survey  
 
 
NCHD statistics 
 
 
 
 
NCHD statistics 

Assumption 
Mongolia’s economic 
growth remains 
favorable to 
adequately fund 
social sector and 
provide sufficient 
employment 
opportunities 

Outcome 
PHC services are more effective 
and financial protection is 
improved through health 
insurance  

 
In project areas: 
Early antenatal coverage 
increased from 80% in 2005 
to 95% in 2013 
 
Under-five vaccination rates 
are maintained above 90% 
 
Nationwide: 
Increased annual per capita 
expenditure on PHC from 
$11 in 2006 to $17 in 2013 
(in real terms) 
 
Increase in health insurance 
coverage from 73% in 2007 
to 85% by 2013, primarily 
through informal sector 
enrollment 
 
Share of government health 
expenditures funded by 
Health Insurance Fund rises 
from 19% in 2007 to 35% in 
2013 

 
NCHD statistics  
 
 
 
 
NCHD statistics  
 
 
MOF and NCHD/National 
Health Accounts 
 
 
 
 
SSIGO/annual statistics 
 
 
 
MSWL, MOF, MOH/ 
financial reports and 
National Health Accounts 
 

Assumption 
Mongolia’s  
public finance 
remains favorable to 
fund the health 
sector adequately as 
stated in Midterm 
Expenditure 
Framework 
 
Risk 
Frequent changes in 
officials and senior 
technical staff in key 
agencies result in 
slow progress or 
resistance to reforms 

Component 1: Strengthened Health Services 
Output 1 
Strengthened FGPs as the first 
level of PHC 

 
Two new FGPs built and 60 
FGPs equipped by 2010 
 
Policy recommendations on 
legal, tax, business, and 
social status of FGP 
approved by Government by 
2012 
 
FGP gatekeeping function is 
regulated and promoted 
through a public information 
campaign by 2012 

 
PIU/Reports 
 
 
Cabinet/Government 
order(s) 
 
 
 
 
MOH/Ministerial order and 
media clips 
 
 

Assumption 
FGPs remain a 
priority for the 
government, as 
reflected by 
adequate funding 
 
Risk 
Poor support of 
hospitals, specialists 
and community for 
PHC 
 

Output 2   
Selected SHCs in project aimags 
with improved clinical 
competencies, referral systems, 

 
14 SHCs and one inter-SHC 
newly constructed; four 
SHCs upgraded; 90 SHCs 

 
PIU/reports 
 
 

Assumption
Continued support 
for rural health care 
via more effective 



22 Appendix 1 
 

 

Design 
Summary 

Performance 
Targets/Indicators 

Data Sources/Reporting 
Mechanisms 

Assumptions 
and Risks 

infrastructure, and equipment medically equipped; 100 
SHCs equipped with 
laboratory technology by 
2012 
 
80% of soum health staff 
and feldshers are trained in 
health promotion, chronic 
care, surveillance, and 
outreach (gender 
disaggregated) by 2011 
 
Referral arrangements and 
consultative mechanisms 
between SHCs and AGHs 
are improved, adopted, and 
operational by 2010 
 
Environmental mitigation 
measures implemented 
(continuous) 

 
 
 
 
 
PIU/reports 
 
 
 
 
 
 
MOH and aimag health 
departments  
 
 
 
 
PIU/reports 
 

soum health centers 
 
 
Risk 
Population continues 
to bypass SHCs 
 

Output 3 
District and aimag general 
hospitals reliably support FGPs 
and soum health centers 

 
Three AGHs upgraded; 
seven AGH and district 
hospitals equipped by 2012 
 
100% of project aimags with 
operating clinical rotation 
schemes by 2013 
 
100% of project aimags with 
operating continuous 
medical education schemes 
by 2013  

 
PIU/reports 
 
 
 
PIU/ reports 
 
 
 
PIU/ reports 

Risk 
Poor interest from 
district and aimag 
hospitals in 
supporting FGPs or 
SHCs 

Component 2: Improved Health Care Financing and Health Insurance 
Output 4 
Health resource allocations and 
purchasing based on best 
practice and rational methods 

 
Results of pooling of funds 
and single purchaser trial 
submitted to Government by 
2012 
 
Government decision on 
implementing pooling of 
funds and single purchaser 
nationwide is taken by end 
of 2012 

 
Single purchaser/ MOF 
report 
 
 
 
Single purchaser/ MOH 
report 
 

Assumption 
MOH, MOF and 
MSWL support 
single purchasing 
 
Risk 
MOF and SSIGO 
resist pooling of 
funds at purchaser 
level (fear of losing 
leverage over 
hospitals) 

Output 5 
Strengthened health insurance to 
improve financial protection and 
expand coverage and optimize 
benefit package 
 

 
Health insurance payment 
rates to hospitals and 
government subsidy for 
disadvantaged groups 
based on cost analysis by 
2009 
 

 
Costing studies/SSIGO 

Assumption 
Government 
commits on 
extending coverage 
of health insurance 
 
Risk 
Resistance from 
private insurance to 
strengthening 
regulation 
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Design 
Summary 

Performance 
Targets/Indicators 

Data Sources/Reporting 
Mechanisms 

Assumptions 
and Risks 

 Recommendations on 
increasing health insurance 
coverage for the informal 
sector and optimizing benefit 
package endorsed by 
Government by 2010 

Cabinet/Government 
order(s) 
 
 
 

 
 
 
 

Output 6 
Improved hospital efficiency 
through introduction of 
appropriate health financing 
management measures and 
incentives  
 

 
30% of hospitals with budget 
autonomy by 2012 
 
50% of hospital managers 
under performance based 
contracts coupled with 
incentive schemes by 2012 
 

 
MOH/reports  
 
 
MOH/reports 
 

Assumption 
MOF commits to 
increased  financial 
autonomy of 
hospitals 

Component 3: Improved Human Resources Development 
Output 7 
Improved HR management and 
capacity in the health sector 
 
 
 

 
Workforce planning model 
developed by 2010 
 
Career pathways for rural 
health workers established 
by 2011 
 
100% of project soums, 
aimag centers, and 
Ulaanbaatar city health 
department with trained HR 
managers in place by 2012 
 

 
Aimag and PIU/ reports 
 
 
PIU and MOH/ reports 
 
 
 
PIU and MOH/ reports 

Assumption 
Aimag and district 
health departments 
support HR 
development and 
capacity building 

Output 8 
Incentives and motivation 
schemes to improve rural health 
care 

 
Training incentives and 
subsidies established  in 
medical colleges for rural 
nurses, doctors, and 
feldshers by 2010 
 
Incentive packages and 
social welfare elements for 
staff transfer from urban to 
rural areas are researched 
and recommended to MOH 
by 2009 

 
MOH/reports  
 
 
 
 
 
MOH/reports  
 
 
 

Assumptions 
Government willing 
to fund incentives 
 
Funding for feldsher, 
nurse and rural 
doctor training place 
 
Risk 
Lack of promotion of 
feldsher role in rural 
health care 
 

Component 4: Sector Capacity Development and Management 
Output 9 
Increased capacity of MOH, 
NCHD and other health agencies 
to implement the HSMP 

 
MOH conducts annual joint 
reviews with major 
stakeholders in health  
 
Sector-wide management 
mechanisms for planning, 
supervision, monitoring, and 
reporting established by 
2012 
 
MOH plans and budgets 
according to HSMP and 
implementation framework 
 

 
MOH, PIU/ joint annual 
review reports 
 
 
MOH and HSMP 
Committee/ reports 
 
 
 
 
MOH/planning and 
budgeting documents 

Assumption 
HSMP remains the 
sector strategy 
 
Risk 
HSMP and 
implementation 
framework are 
underfunded and not 
prioritized 

Output 10 
Improved governance in the 
health sector 

 
Annual public reporting 
mechanism on community 
satisfaction with FGPs and 

 
MOH/ public performance 
reports 
 

Risk 
Resistance of public 
sector to 
institutionalize 
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Design 
Summary 

Performance 
Targets/Indicators 

Data Sources/Reporting 
Mechanisms 

Assumptions 
and Risks 

hospitals developed (by 
2010) and operational (by 
2012) 
 
Patient rights and 
complaints procedures 
institutionalized by 2012 

 
 
 
 
Consumer and complaints 
reports  
 

participatory 
processes and public 
reporting of health 
sector performance 
 

Output 11 
Policy and guidelines on private 
sector development and 
regulation in health established 
and operational 
 
 
 

 
Regulatory framework for 
private health sector 
operations, financing, 
licensing, and monitoring in 
place by 2012 
 
Monitoring of private sector 
hospitals effective by 2013 

 
Mongolian regulations and 
orders 
 
 
 
 
State Inspection Agency, 
MOH/ reports 

Risk 
Conflict of interest of 
public sector 
operators 

Output 12 
Project management capacity 
enhanced 

 
Project management, 
structures ,and committees 
established and operational 
by 2008 
 
External monitoring of 
quality of civil works 
established by 2009 

 
PIU, SHC, ADB / reports 
and ADB reviews 
 
 
 
Private firm/reports  

Assumption 
Experienced, 
trustworthy and 
capable staff in PIU 
 
Risk 
Poor collaboration 
between MOH and 
PIU 

Activities with Milestones 
1.1 Develop and agree on legal and regulatory basis of FGPs, including FGP performance 
contract, attractive income levels, gatekeeping function, risk-adjusted capitation rate, 
performance bonus. Undertake information campaign to re-publicize FGP model (2009–2012). 
1.2 Revise FGP clinical standards and clinical, public health and health promotion training 
programs. Train local government staff on collaborative working arrangements with FGPs 
(2009–2011). 
1.3 Construct and equip FGP (2009–2010). 
1.4. Support Ulaanbaatar City Health Department to improve FGP monitoring and development. 
Support Health Sciences University of Mongolia in family doctor training and postgraduate 
education (2009–2010). 

Inputs 
 
• ADB Grant: $14 

million 
• Government:  
      $3.6 million 
 

2.1 Establish role delineation, institutional model, and mapping criteria for SHCs, based on 
population norms, standards, and essential and complementary package of services through 
consultative processes (2008–2010). 
2.2 Operationalize admission, treatment, and referral criteria for SHCs. Improve rural health 
workers’ skills for health promotion, public health, surveillance, and laboratory (2009–2011). 
2.3 Undertake civil works in selected soums, provide essential medical and laboratory 
equipment, and improve electronic communication between and within SHCs and AGH (2009–
2012). 

 

3.1 Institutionalize referral guidelines, conduct regular CME programs for FGP staff, support 
clinical rotation programs for FGP and SHC staff, and establish AGH staff short-term fellowship 
tertiary training programs (2009–2013). 
3.2 Upgrade and equip aimag general and district hospitals (2009–2012), establish training 
facilities in project aimags and duuregs for FGP and SHC staff (2009–2011), and support and 
train rural FGPs and SHCs in non-communicable diseases, public health, and chronic care 
(2009–2012). 
3.3 Develop incentive mechanisms for AGH and district staff to support FGPs and SHCs 
(2009–2011).  

 

4.1 Develop and obtain approval for a Mongolian health financing concept and models, 
including single purchaser (2008–2009). 
4.2 Develop single purchaser model, support pooling of Health Insurance Fund and government 
budget funds at purchaser level, and build agency implementation capacity (2009–2011). 
4.3 Extend single purchaser model nationwide (2011–2013). 
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Activities with Milestones 
5.1 Develop options to increase health insurance coverage of informal sector, and analyze 
out-of-pocket and catastrophic payments in the health sector (2008–2009). 
5.2 Improve health insurance payment rate and method, based on cost analysis and 
performance (2008–2009). 
5.3 Raise awareness among the population, health workers, and policymakers on extent and 
effects of catastrophic payments, and promote benefits of health insurance (2009–2010). 
5.4 Strengthen state regulation of private health insurance (2009–2010). 

 

6.1 Study regulations, incentives, and constraints (2008–2009); and develop policy options and 
incentives to improve hospital management efficiency (2009–2010). 
6.2 Support introduction of incentive initiatives in pilot hospitals (2009–2012). 
6.3 Conduct training on improving hospital finance management efficiency (2009–2011). 

 

7.1 Implement workforce planning model, assist in career support and career pathways (2008–
2010), and undertake training in HR management in project areas.  
7.2 Support long-term fellowships for AGH and district hospital level specialist training (2009–
2013). 
7.3 Identify priorities and provide support for High Level HR Coordinating Committee (2009 
onwards). 
7.4 Develop options to support family medicine as a vocational specialty (2009–2012). 

 

8.1 Develop and implement training incentives and subsidies for rural nurse, doctor, feldshers, 
and primary care training in medical colleges (2009–2010). 
8.2 Research incentive package funding and social welfare elements for staff transfers (2008–
2009).  
8.3 Support personnel transfers to critical areas via incentive funding packages (2009–2012). 

 

9.1 Support joint sector reviews, and develop and support implementation of SWAp 
mechanisms (2009 onwards). 
9.2 Undertake training in planning, financing, and budgeting and monitoring via workshops, 
seminars, and interactive approaches in MOH and pilot areas (2009–2010 onwards). 
9.3 Develop NCHD capacity to provide consulting services in the health sector (2009 onwards). 

 

10.1 Develop hospital and/or health board structures and mechanisms in line with the Public 
Sector Finance Management Law (2008–2010). 
10.2 Organize and conduct study tour on hospital autonomy structures (2009). 
10.3 Identity, agree, and implement mechanisms for improved hospital autonomy on finance, 
HR, and internal operations and structures, including hospital and/or health boards (2009–
2012). 
10.4 Develop and implement in project areas, community participatory mechanisms and 
processes (e.g., complaints procedures, public reporting and advisory bodies) (2009–2012). 

 

11.1 Review private health sector status and operational arrangements (2008–2009). 
11.2 Develop relevant mechanisms and processes regulating the private sector (2009). 
11.3 Establish private health sector regulatory frameworks (2009–2011). 
11.4 Develop public-private partnerships and privatization arrangements and/or options (2009–
2011). 

 

12.1 Establish PIU organization, structure, and functions (2008). 
12.2 Establish external monitoring of quality of civil works and project performance, including 
the gender action plan (2008). 

 

 
ADB = Asian Development Bank, AGH = aimag general hospital, CME = continuous medical education, FGP = family 
group practice, HR = human resource, HSMP = health sector master plan, MOF = Ministry of Finance, MOH = Ministry 
of Health, MSWL = Ministry of Social Welfare and Labor, NCHD = National Center for Health Development, PHC = 
primary health care, PIU = project implementation unit, SHC = soum health center, SSIGO = State Social Insurance 
Government Organization, SWAp = sector-wide approach. 
Note: The Project will support the government agency responsible for data collection in producing gender 
disaggregated data. 
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THE MONGOLIA HEALTH SECTOR 
 
A. Overview 
 
1. Organizational Structure. From the 1920s to the 1990s, Mongolia had centralized the 
hierarchical health system. Health services were fully financed and delivered by the 
Government, with a strong orientation towards curative services that relied greatly on hospital-
based physicians and strong central control. Dismantling this legacy has proved challenging in 
reforming the health care system.   
 
2. Mongolia’s health care system is one statutory system organized by administrative 
divisions. In addition to the capital city of Ulaanbaatar, there are 21 aimags (provinces), each of 
which is split into smaller soums (districts). Soums are further divided into 3–4 smaller bags 
(village units), depending on their population sizes. Decentralization of the health care system 
started in the mid-1990s in response to reduced central government funding for health.  
 
3. Provision of Services. In urban areas, primary health care (PHC) services are 
delivered by family group practices (FGPs), which were initiated under the Health Sector 
Development Program (HSDP) that was financed by Asian Development Bank (ADB). In rural 
areas, PHCs are provided by soum health centers (SHCs) and bag feldshers (community 
nurses), who are medically trained primary health care workers at the smallest administrative 
unit. Feldshers report to SHCs through regular meetings and visits and, in case of emergencies, 
refer clients to SHCs or inter-SHCs.  
 
4. Specialized care is delivered by aimag general hospitals (AGH) and urban district 
hospitals, which cover all major clinical specialties and typically have capacities of 200–300 
beds for delivering inpatient services. The next level of specialized care is provided through the 
state clinical hospitals and specialized health centers. These are located mainly in Ulaanbaatar, 
but also through the three regional treatment and diagnostic centers. Private sector provision of 
health care is mainly concentrated in Ulaanbaatar.  
 
5. Health Indicators. Despite relatively low per capita income, Mongolia has quite strong 
health indicators. Since 1994, the trend in both under-five mortality and infant mortality has been 
consistently downwards. 
 
6. On average, Mongolia’s infant mortality rate is significantly less than that of other 
countries with similar gross domestic product (GDP) per capita. Under-five mortality is below the 
average of low-income countries and life expectancy at birth (65 in 2003) is higher than average 
for low-income countries. Tables A2.1, A2.2, and A2.3 outline key health indicators in Mongolia. 
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Table A2.1: Mongolia’s Millennium Development Goals and Targets 
 

Millennium Development Goals 1990 2005 2015 
Poverty Reduce poverty by 50% by 2015  14.5a  36.0b    7.0 
Child Health 
 

Reduce under-five child mortality rate (per 1,000 live 
births) by two thirds from 1990 to 2015 
Reduce infant mortality rate (per 1,000 live births) by two 
thirds from 1990 to 2015 

 87.5c 

 

 
 64.0c 

  26.1c 

 

 
  21.0c 

  32.0 
 
 

  22.0 
Maternal Health Reduce maternal mortality rate (per 100,000 live births) by 

three quarters from 1990 to 2015 
 

199.0c 
 

  93.0c 
 

  50.0 
Universal Access to 
Reproductive Health 

Use of modern contraceptives 
Antenatal care and early pregnancy detection (%) 

24.5 
 

  49.3c 
  83.7c 

  80.0 
100.0 

Adult Health Halt and reverse incidence of tuberculosis (per 100,000 
population by 2015) 

 
79.0c 

 
175.0c 

 
  72.0 

Nutrition Halve the proportion of underweight children under 5 years 
of age from 1990 to 2015 

12.0    6.7d     6.0 

a Living Standard Measurement Survey (1990–1997) defines as a percentage of population below the consumption-
based poverty line.  

b World Bank. 2006. Poverty Assessment. Washington, DC. 
c Ministry of Health and National Center for Health Development. 2005. Health Indicators 2005. Ulaanbaatar. For 

some goals, (e.g., maternal mortality rate), Mongolia has set higher targets. 
d Mongolia National Statistics Office/Public Health Institute. 2003. Child Development Report 2003. Ulaanbaatar. 
Sources: National Statistics Office, Ministry of Health, National Center for Health Development, World Bank, Public 
Health institute 
 

Table A2.2: Infant Mortality, Under-Five Mortality, and Maternal Mortality Rates 
 
Indicator 1990 2000 2003 2005 
Infant mortality rate (per 1,000 live births) 
Mongolia average 63.4 31.2 23.5   20.8 
Ulaanbaatar city average 70.3 32.8 22.8   18.1 
Aimag average 62.5 30.8 23.9   22.5 
Under-five mortality rate (per 1,000 live births) 
Mongolia average 87.5 42.4 31.3   26.1 
Ulaanbaatar city average 99.9 42.4 29.1   21.7 
Aimag average 94.4 42.5 32.6   28.9 
Maternal mortality rate (per 100,000 live births) 
Mongolia average 199 158.5 109.5   93.0 
Ulaanbaatar city average 126 171.1 138.0   73.3 
Aimag average 230 153.4   93.7 105.7 
Aimags significantly above national maternal mortality: Arkhangai (207), Bayanhongor (334.7), Govi Sumber (448.4) 
Source: Ministry of Health and National Center for Health Development. 2005. Health Indicators 2005. Ulaanbaatar. 
 

Table A2.3:  Comparative Health Indicators 
 

Indicator and year  
 
 
Country 

 
Life Expectancy 
at Birth (2003) 

Adult Mortality 
(2003)a 

  Male        Female 

Maternal Mortaility 
Rate per 100,000 
Live Births (2000) 

Early Neonatal Mortality 
Rate per 1,000 Live Births 

(2000) 
Kazakhstan 61 419 187 210 29 
Tajikistan 61 225 169 100 29 
People’s Republic 
of China 71 164 103 56 16 
India 62 283 213 540 33 
Kyrgyz Republic 63 339 160 110 26 
Uzbekistan 66 226 142 24 21 
Mongolia 65 310 179 110 21 
a Probability of dying (per 1,000) between the ages of 15 and 60 (adult mortality rate). Annex Table 1. 174–181 
Source: World Health Organization. 2005. The World Health Report 2005: make every mother and child count. 
Geneva. 
 
7. Disaggregated by region, all aimags have shown declines in infant and child mortality, 
attributable in great part to high levels of vaccination. The steady and continuous decline in both 
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infant and child mortality, as reported by the National Statistical Office suggests that Mongolia is 
on track for achieving the Millennium Development Goal target.  
 
8. The maternal mortality rate (MMR) of 93 deaths per 100,000 live births (2005) is still 
relatively high compared to neighboring countries. After rising in 2001, MMR has been 
consistently going down.1 
 
9. While the overall MMR has decreased, there is significant variation in mortality across 
the country, with some aimags recording rates three times higher than the national average. 
While child and maternal mortality appear to be declining, adult mortality rates are rising. This 
epidemiological transition is similar to those in other post-Soviet countries. Male adult mortality 
is almost double that of females (Table A2.3). Major causes of death are cardiovascular 
disease, cancer, and injury. These are partly attributable to high rates of smoking (50% of adult 
males smoke and the prevalence among women is increasing) and alcohol consumption. 
 
10. High rates of lifestyle diseases and mortality point to the need for more PHC, prevention, 
and health education. Among communicable diseases, tuberculosis is a major issue. Its 
incidence rose from 79 to 175 per 100,000 between 1990 and 2005.2 A major poverty related 
condition is malnutrition in children, especially in rural areas. In 1990, 6% of children were 
underweight, and this rose to 12% in 2000. In rural areas, fat consumption is high and anemia is 
prevalent in children and pregnant women. These conditions are amendable to primary health 
and health education interventions and public health campaigns targeting healthy lifestyles.  
  
11. Health System Indicators. Table A2.4 compares Mongolian health system indicators 
with similar transitional countries. The main points to be inferred for Mongolia are the high 
number of hospitals, long length of hospitalization relative to developed health systems, and low 
ratios of nurses to population (as well as low ratios relative to doctor numbers). 
 

Table A2.4: Health System Indicators for Mongolia and Selected Countries in 2004–2005 
 
 
 
Country 

 
Hospitals 

per 
100,000 

 
Beds 
per 

100,000 

 
Doctors 

per 
100,000 

 
Nurses 

per 
100,000 

 
 

Length 
of Stay 

 
 

Occ 
Rate 

OP 
Contacts 

per 
Year 

 
THE as 

% of 
GDP 

Public 
Spending 
as % of 

THE  
Kazakhstan 7.03 776 366.5 644.6 12.8 93.2 6.6 3.9 62.4 
Kyrgyz   

Republic 2.85 511 252.5 582.8 12.1 88.8 3.9 5.4 41 
Latvia 4.47 768 315.5 544.6 10.0 — 5.2 6.4 51.6 
Lithuania 5.07 812 399.0 742.8 10.2 78.6 6.7 6.5 75.4 
Tajikistan 6.9 623 203.9 443.8 12.0 58.6 4.2 4.5 22.9 
Uzbekistan 3.7 519 269.7 1,023.0 10.2 86.8 8.7 5.4 42.1 
Russian 

Federation 6.06 974 424.0 797.0 13.8 86.4 8.9 5.3 59.8 
EU  2.63 643 261.0 547.0 8.0 73.6 7.9 6.6 69.8 
CIS 5.78 857 372.5 789.2 12.9 85.8 8.6 5.2 56.9 
Mongolia 
     Public 
     Total 

 
17 

23.4 

 
584 
663 

271.0 313.0 9.5 — 2.1 4.5  90 

 

CIS = Commonwealth of Independent States, EU = European Union, GDP = gross domestic product, Occ = 
occupancy, OP = outpatient, THE = total health expenditure. 
Sources: WHO European database, 2004 and 2005; National Center for Health Development Health Indicators 2005. 
 
12. Health Financing. Since the economic transition, Mongolia has been able to keep 
public health spending at a higher level than in most other transition countries (around 4–4.5% 
                                                 
1 National Center for Health Development. 2005. Health Indicators. Ulaanbaatar. 
2 Ministry of Health and National Center for Health Development. 2005. Health Indicators. Ulaanbaatar; Borowitz, M., 

et al. 2006. The Mongolian Health System at a Crossroads: An Incomplete Transition to a Post-Semashko Model. 
Washington, DC: World Bank. 
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of GDP, now about 5% in 2007). Health has accounted for some 10–12% of total government 
expenditure. In 1994, Mongolia established a Health Insurance Fund (HIF), which contributes 
33% to overall health spending. The government budget contributes about 57% and the 
remainder comprises out-of-pocket expenditures. Issues and problems concerning health care 
financing have been well documented from many sources and reviews are summarized below. 
 
13. Efficiency considerations include (i) fragmented financing and inefficient financial 
arrangements (e.g., hospital funding from different sources, including the HIF and government); 
(ii) variable and line item budgeting practices that have still to reviewed in line with the Public 
Sector Finance Management Law of 2003; (iii) funding not linked to performance or cost 
containment (as payment is based on beds, occupancy, and number of outpatient visits, there 
are perverse incentives to increase beds, unnecessary admissions, and visits; (iv) HIF’s 
covering mainly inpatient services and favoring expensive and larger hospitals over smaller and 
rural hospitals; (v) weak resource allocation mechanisms from lack of government cost based 
information across the system; and (vi) surpluses not invested back into the system. 
 
14. Equity considerations include much of the population’s not receiving care due to lack of 
health insurance coverage, limited spending on PHC, informal payments (40% of patients now 
pay informally), and co-payments acting as a barrier to access by poor people.  
 
15. Quality considerations include low investment in technology and improved services (one 
reason why increasing numbers are seeking care outside of the country); low remuneration 
leading to poor care; inability to use efficiency savings, resulting in lack of incentives for 
mangers to make improvement changes; and automatic reimbursement irrespective of quality. 
 
16. The Government has flagged some important areas to be covered in future financing 
policies, including (i) equity directions (state to fund 75% of health care, universal compulsory 
coverage of HIF, 100% state funding of PHC, global budgeting for essential services based on 
case mix, and regulatory incentives for providers); (ii) efficiency directions (single purchaser 
model; regulations for purchasers; semiautonomous hospitals; output based budgeting; case 
mix and global budgets; improved organizational delivery systems to provide more efficient 
care, such as day only and home care; and contracting out); and (iii) quality directions (standard 
costs developed from use of protocols and guidelines; per capita based funding; performance 
incentives and contracts for quality; and accreditation linked to financial incentives). 
 
17. Planning and Regulation. At the central level, the Ministry of Health (MOH) sets the 
health policy agenda and prepares long- and medium-term plans and budget proposals while 
monitoring implementation at the central, capital city, and aimag levels. The Ministry of Finance 
determines the total budget to be allocated to the health sector. Decisions on financial 
allocations are made primarily on the basis of historical expenditure; norms and standards in the 
sector; plus government resolutions, decrees, and national health programmes related to the 
priority areas identified. The HIF is regulated through the State Social Insurance General Office 
(SSIGO). While there are organizational structures and formal mechanisms for coordinating 
policies between MOH and SSIGO, there is little or no coordination of service purchasing 
policies between HIF and MOH. 
 
18. Human Resources Development. Human resources (HR) have been a major concern 
in the health sector since the economic transition. Key problem areas include (i) demonstrated 
overstaffing of doctors; (ii) low ratios of nurses to doctors and other inefficient skills mixes; (iii) 
misdistribution of key personnel, with critical lack of staff in rural areas; and (iv) low salaries and 
incentives for health workers. 
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Table A2.5: Ratios of Nurses and Doctors 
 

Country 
Nurses per 1,000 

Population 
Doctors per 1,000 

Population 
Nurse-Doctor 

Ratio 
Cambodia 0.61 0.16 3.81 
China, People’s Republic of 1.05 1.06 0.99 
Japan 7.79 1.98 3.93 
Korea, Republic of  1.75 1.57 1.11 
Malaysia 1.35 0.7 1.93 
Philippines 1.69 0.58 2.91 
Singapore 4.24 1.4 3.03 
Viet Nam 0.56 0.53 1.06 
Mongolia 3.13 2.63 1.19 

 

Source: World Health Organization. 2005. World Health Report 2005. Geneva. 
 
19. HR management and processes are still weak in Mongolia, characterized by poorly 
developed recruitment and selection, performance review, staff support, and career 
development, as well as little supporting data. Career pathways and incentive packages are 
rudimentary, and salaries and working conditions for staff in rural areas are insufficient to 
motivate movement to the countryside. Other evident long-standing problems include too many 
new doctors being trained, as well as clinical training programs that are not linked with future 
specialist needs or guided by clinical curricula. 
 
20. The suboptimal HR situation has led to deterioration in health service quality and 
availability of services, failure to meet population health needs, and lack of confidence in the 
health care system. A multisectoral High Level HR Coordinating Committee has been 
established to coordinate development and implementation of HR policies and strategies in the 
health sector. Major international agencies, including Asian Development Bank, and the 
Government have committed to improving health care HR in Mongolia. 
 
21. The Health Sector Master Plan. To assist in establishing a systemic approach, a 
Health Sector Master Plan (HSMP), has been developed and approved by the Government for 
the period 2006–2015. The HSMP serves as a technical long-term planning document to 
address major strategic directions in Mongolian health care.  
 
B. Current Issues and Concerns in the Mongolian Health Sector 
 
22. Overextensive Hospital System. The need to restructure hospital services in Mongolia 
is well documented. With a large number of hospitals (mostly in Ulaanbaatar), 14,600 public 
sector hospital beds (in 2005), and 6,448 doctors for a population of 2.5 million people, there 
are simply too many hospitals, excess hospital beds, and overstaffing of hospitals. Public 
hospital facilities and services in Ulaanbaatar include 16 clinical and tertiary hospitals and 
centers and some 46 hospitals of various types, in a city of around 900,000. In addition to 
surplus capacity and staff, shortcomings include inappropriate hospital admissions and clinical 
practices, poor distribution of limited technology, fragmentation of funding sources and 
administrative services, limited use of information, and rigid planning and budgeting.  
 
23. Perverse payment incentives encourage inefficient use of in-patient services, and 
hospital stays, at an average of 9–11 days, are unnecessarily long. The hospital sector still 
absorbs most of government investment. There is also a large and growing private sector of 
small hospitals, clinics, laboratories, and pharmacies. The hospital sector overall has grown 
significantly over the last few years, which has increased the number of beds, admissions, 
personnel, and costs. Various reviews have pointed to the need for administrative rationalization 
(or optimization) of the hospital sector, and particularly in Ulaanbaatar. This should include 
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merging and closing of small specialist hospitals; reducing duplication of services; reorganizing 
services and hospitals based on defined population needs, and alignment of clinical services. It 
has been estimated that 7–10 hospitals could adequately and efficiently serve Ulaanbaatar’s 
population along with rural referrals. Savings from increasing the efficiency of the hospital sector 
could be used to fund investments in public health and PHC. Potential savings from optimization 
are estimated at MNT1 billion–MNT3 billion annually.3   
 
24. Growth of the Private Health Sector. In Mongolia, the opening of the market economy 
has encouraged significant growth in the private health sector. Government policy enables 
private hospitals to compete with the public sector, and HIF funding allows private hospitals to 
receive reimbursement for patients under public subsidy. In principle, private health care can 
deliver quality and efficiency to the health sector, contribute to meeting health system goals, and 
complement public provision in an integrated fashion. However, in Mongolia the private sector is 
practically unregulated and has been growing very rapidly. There are no standards to determine 
quality of service and patient safety; no definitions or criteria for defining the scope of clinical 
services; and no standards for premises, infrastructure, or equipment. Many private hospitals 
consist of only 4–8 beds and have no insurance.  
 
25. A functioning institutional and regulatory environment is needed in Mongolia to facilitate 
the appropriate involvement of the private sector in the planned and strategic delivery of health 
services. Mongolia needs policies for private sector development, accreditation of hospitals and 
facilities, and regulatory mechanisms to monitor performance and ensure safety and quality of 
care. 
 
26. Inadequate Support for PHC. Despite emphasizing the importance of PHC in various 
laws, regulations, and policies, support for public health and for the most significant element of 
PHC development in Mongolia, the FGP system, has been inconsistent. Since the initial 
establishment of FGPs in 1999–2001, the situation for family doctors has deteriorated, with 
severely constrained funding resulting in low and decreasing doctor and nurse incomes, as well 
as a lack of investment in infrastructure, premises, and equipment. Moreover, there are unclear 
legal and regulatory processes that disadvantage doctors’ status and social standing.  
 
27. Lack of Governance, Monitoring, and Regulation. A principal reason for many of the 
health system problems is weakness in governance and regulation. Government and its 
agencies have paid insufficient attention to monitoring, direction and guidance, as evidenced by 
the uncontrolled growth of the private sector; lack of a legal basis for FGPs; lack of application 
of routine administrative, financial and clinical data; and, until the recent initiation of  the Master 
Plan process, lack of overall strategic direction. 
 
C. Conclusions  
 
28. In the transition from a Soviet-based health system towards a mixed public-private 
model focusing on PHC with coordinated secondary and tertiary services, Mongolia has had 
only uneven success to date. Overall, health outcomes and indicators are improving, but in the 
health system generally there are significant problems of poor quality of care, inefficiency, and 
inadequate implementation of reform and improvement strategies. The HSMP, with its sector-
wide approach, provides a sound basis to make progress on these and other issues. 
 
 

                                                 
3  World Bank. 2006. 
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EXTERNAL ASSISTANCE TO THE HEALTH SECTOR IN MONGOLIA 
 

 
Funding  
Agency 

Total Value of 
Projects 
($ million) 

 
Period of 

Implementation 

 
 

Description 
A. Multilateral Agencies 
Asian 
Development 
Bank 
 
 
 
 
 
 
 
 

17.5 
 
 
 

0.6 
 
 

1.0 
 
 
 

1.0 
 
 

0.35 

2003–2008 
 
 
 

2005–2007 
 
 

2005–2007 
 
 
 

2005–2008 
 
 

2005–2008 
 
 
 

Health sector reform, rural infrastructure development, improved 
primary health care, capacity development, and policy reforms 
through the Second Health Sector Development Project 
 
Grant to improve nutrition for poor mothers and children and to 
reduce iodine deficiency and anemia 
  
Grant for Information and Communication Technology aimed at 
improving rural communications and linkages to impact on 
maternal mortality and infant mortality rates 
 
Grant for Maternal Mortality Reduction aimed at reducing 
maternal mortality and risk 
 
HIV/AIDS Prevention and Human Trafficking. Aimed at reducing 
risks of transmitting HIV/AIDS and sexually transmitted illnesses 
among local residents, construction workers, and commercial 
sex workers in relation to road construction (Russia-Mongolia-
China corridor) financed by Asian Development Fund 
 

Global Fund 
to Fight 
Malaria, 
Tuberculosis 
and HIV/AIDS 
 

 
15.4 

 
2005–2013 

 
Five subprojects to fight tuberculosis and HIV/AIDS 

Global 
Alliance for 
Vaccination 
and 
Immunization 
 

 
0.035 

 
Annually 

 
Projects for vaccination and immunization 

B. United Nations Agencies 
World Health 
Organization 

2.4 2006–2007 Collaborates with Ministry of Health on 23 projects in health 
policy, programs and standards, environmental health, health 
promotion, human resource development, child health and 
nutrition, reproductive health, fellowships, study tours, seminars 
and workshops, and supplies and equipment   
 

United 
Nations 
Children’s 
Fund 
(UNICEF) 
 

 
4.00 

 
2007–2011 

 
Promotes maternal and child health, nutrition, water and 
sanitation   

United 
Nations 
Population 
Fund 
(UNFPA) 
 

 
7.5 

 
2007–2011 

 
Supports implementation of the revised national reproductive 
health program   

United 
Nations 
Development 
Programme 
(UNDP) 

 
0.19 

 
2006–2007 

 
Assists Ministry of Health to improve governance in the health 
sector  
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Funding  
Agency 

Total Value of 
Projects 
($ million) 

 
Period of 

Implementation 

 
 

Description 
C. Bilateral Agencies 
Deutsche 
Gesellschaft 
für 
Technische 
Zusammenar
beit (German 
Agency for 
Technical 
Cooperation) 

1.0 2007–2009 Prevention of sexually transmitted illnesses and HIV/AIDS 
 
Capacity development nongovernment organizations 

Japanese 
International 
Cooperation 
for Welfare 
Services 

 
0.685 

 
2006–2009 

 
Implements Health Sector Master Plan and the Implementation 
Framework 

Luxemburg 
 

3.6 2007–2010 Supporting national-level diagnostics and treatment care 
capacity through advanced technologies including telemedicine 
 

Belgium 0.04 2006–2011 The Belgium Directorate General for International Co-operation 
and Care has been assisting Dornod Regional Diagnostic and 
Treatment Center. 
 

Peace Corps 
(United 
States) 

0.16 per 
volunteer per 

year 

continuous Volunteers trained health staff and community members 
nationwide in 2007. 
 

Czech 
Republic 

0.25 
 

2007–2008 Partly rebuilt State University Hospital No. 1, which was built 
during the 1970s, also with assistance from the Czech Republic. 

D. Nongovernment Organizations 
World Vision 
Mongolia 

3.4 2005–2010 Supports Community Health and Nutrition Project nationwide, set 
up mobile laboratory services for remote populations, supported 
the micronutrient supplement and health project, and helped 
improve drinking water in the ger (traditional tent) communities 
 

Norwegian 
Lutheran 
Mission  

0.25 2006–2011 Supports the integrated management of child illness program by 
training doctors and parents, as well as procuring supplies 

Sante Sud 
 

0.4 2007–2010 
 

Supporting institutional development and capacity development 
of primary and secondary health facilities 
 
Improving Information technology internet and intranet in 
Selenge aimag (province) 

Italian 
Association 
Amici di Raoul 
Follereau 

 
7.0 

 
Annually 

Exchanges medical personnel, scientific and technical 
information 
 
Scientific and technical research projects 
 
Organizes training and research 

HIV/AIDS = human immunodeficiency virus/acquired immunodeficiency syndrome. 
Source: Ministry of Health. 2007 
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PROBLEM TREE ANALYSIS: MONGOLIAN HEALTH CAREa 
 
 
OUTCOMES 
 
 
 
 
  
 
 
 
EFFECTS 
 
 
 
 
 
 
 
 
 
FOCAL PROBLEMS  
AND CONSTRAINTS 
 
 
 
 
 
 
 
 
 
 
IMPROVEMENT 
OBJECTIVES 
AND OPPORTUNITIES 
 
 

 
 
FGP = family group practices, GDP = gross domestic product, HMIS = health information system, HR = human resource, HRD = human resource department, M&E = monitoring and 
evaluation, SHI = Social Health Insurance. 
a Based on Mongolian stakeholder analysis and inputs from a design workshop and key informant interviews.

FGPs 
 
Poor policy and 
financial support 
 
Lack of clear role 
 
Undercapitalization 
 
Lack of community 
advocacy 

Financing
 
Fragmented funding 
 

Low share of GDP 
 

Perverse incentives 
 

Hospital focused 
 

Lack of cost data 
 

No performance 
incentives

Management and
Capacity 

 

Lack of planning; 
policy; governance 
 

Weak HMIS 
 

Implementation 
weak 
 

Little intersectoral 
coordination 

Health Services
 
Bloated hospital sector 
 

Overstaffing 
 

Urban/rural inequity in 
services 
 

Poor quality/poor staff 
 

Low tech investment 
 

Access barriers 

HRD
 

HR maldistrubution 
 

Too many doctors 
 

Poor HR capacity 
 
No incentives for 
rural health 
 

No career pathways 
 

Low salaries

Poor conditions and 
salary 
 

Suboptimal premises 
 

Lack of career / 
business development 

Large hospitals benefit 
 

Unnecessary admits  
 

Unequal coverage 
 

Informal payments 

Unregulated private 
sector 
 

Poor quality 
 

Poor rural services 

Hospital over use 
 

Supply induced care 
 

Lowered quality 
 

Growth in private care 

Staff movement to 
private sector 
 

Loss of key staff like 
feldshers 
 

Poor quality of service

 Ensuring adequate  
   funding for FGPs 
 Promoting the FGP 
model 
 Building community 
trust 
 Strengthening the 
legal basis for FGPs 
 Improving training 
 Building the  FGP 
gatekeeper role 

 Increasing SHI 
coverage 
 Improving efficiency   – 
cost based funding; 
payment by 
performance etc 
 Incentives  
 Rational budgeting 
 Pooling of funds 
 Strengthening 
purchasing 

 Strengthening 
planning and 
coordination 
 Strengthening M&E 
/ regulations 
 Improving training 
and skills 
 Improving 
organizational 
structures and 
processes 

 Optimizing/ 
modernizing hospitals 
– fewer, better 
hospitals 
 Reallocating more to 
primary care 
 Better networking 
between 10 and 20 
care 
 Re-engineered 
workforce 
 Improving training 

 Increasing salaries 
and career 
development 

 

 Strengthening HR 
policy and planning 

 

 Increased training 
 

 Incentive schemes 
 

 Workforce 
Planning 

Loss of community 
support 
 

Low morale affecting 
quality 
 

Doctors opt out of 
model 

Outflow of patients 
abroad 
 

Quality decrease 
 

Public dissatisfaction 
 

Access barriers 

Poor population health 
outcomes 
 

Weak regulatory 
environment 
 

Limited strategies 

Poorer rural health 
services 
 

Poorer health outcomes 
 

Loss of community trust 

Poor HR quality 
 

Low morale 
 

Increased informal 
payments 
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CONTINUITY OF POLICY REFORMS 
 

 
Item 

Health Sector Development Project  
(1997–2003) 

Second Health Sector Development 
Project (2003–2008) 

The Project (2008–2013) 

Promoting Primary 
Health Care (PHC) 

Reform of PHC: 238 family group practices 
(FGPs) established as private sector entities 
(backed by Government’s resolution) 

-FGPs remained operational but private 
status questioned 

-Strengthen the FGP legal and regulatory 
framework to improve sustainability 
-Revise gatekeeping role and optimize 
capitation payment 
 

  Reform of PHC education: Curriculum on 
PHC for medical education introduced 

 -Strengthen postgraduate training for 
family doctors to make it a specialty 
 

Encouraging Private 
Sector 

Reform of private sector in health: Licensing 
and accreditation unit established for facilities; 
licensing system developed for health workers; 
guidelines and legal framework developed for 
leasing and contracting out public facilities to 
private sector 

-Accreditation criteria and system are 
being strengthened as applicable to public 
and private facilities. 
-Amendment to health law includes 
improved licensing for professionals. 
-Incentives for rural doctors; 2 years 
obligatory services in rural areas 
 

-Regulate private sector and introduce 
legislation; create incentives for 
rationalizing through reforms of payment 
systems; introduce transparency and 
accountability 

Rationalizing Health 
Facilities 

Reform of health services: Developed facility 
mapping and referral network for rural areas 
(included in master plan) 

 -Create single purchaser and pool fund to 
increase fiscal leverage over hospitals 

  -Rationalization plan for Ulaanbaatar 
developed but not implemented and 
classification of hospitals established 

-Support rationalization plan for 
Ulaanbaatar 
-Advocacy at Government and Parliament 

-Change payment mechanism and make 
hospitals autonomous to introduce 
incentives for reducing hospital beds and 
average length of stay 
 

Rationalizing Health 
Personnel 

Reform of human resource (HR) 
management: Recommendations on 
appropriate staffing level and mix; programs 
for continuous training developed 
 

-Establishment of a Career Development 
Unit (develops incentives and support for 
rural migration) 

-Support intersectoral HR coordination 
mechanism to rationalize HR 
-Introduce incentives packages for rural 
health workers 

Improving Health Care 
Financing and 
Management 

Reform of health care financing: Capitation 
for FGPs introduced 
 

-Several pilots for improving capitation 
payment and introducing case mix 
payment in several facilities in 
Ulaanbaatar 
-Pilot testing of output based budgeting; 
sensitization and skills improvement 
 

-Establish single purchaser 
-Pool state and health insurance funding 
-Optimize risk-adjusted capitation rates; 
generalizing output based planning 

Management 
Strengthening 

-Improve planning, budgeting, monitoring 
-Established Provincial Health Department 

Initial proposal for sector-wide approach 
submitted to Ministry of Health 

Implement sector-wide management 
mechanisms in the context of the Health 
Sector Master Plan and coordination 
committee 
 

Assessment PCR: Rated successful. Rationalization of 
health facilities and personnel lacked 
government commitment and efforts. 

Midterm Review: Rural health 
component implemented satisfactorily but 
slow progress on policy matters 

  

Source: Asian Development Bank. 
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PROFILE OF PROJECT AIMAGS 
 
1. The Project has a strong focus on rural health development to improve population health 
outcomes. Project aimags were selected based on objective criteria, including population health 
status and morbidity, infrastructure status, poverty levels, commitment of local authorities, and 
previous low levels of investment. Each criterion was ranked and scaled individually and a 
weighted aggregate score derived for each aimag. Aimags for each phase of the Project are set 
out below. The combined population of the five aimags and two duuregs is 688,660 or 26.8% of 
the total population. Overall, 40% of the covered aimag population is poor. Additional details on 
health issues and health services in project aimags are set out in Supplementary Appendix C. 
 

Table A6.1:  Aimag and District Poverty and Health Indicators 
 

 
 
 
Aimag 

 
 
 

Population and Poverty 

 
 

Percentage
Poor 

 
Infant Mortality  
Rate per 1,000 

Live Births 

Maternal 
Mortality Rate 

per 100,000 Live 
Births 

 Total Poor Very Poor    
Aimags       
Arkhangai 90,452 36,289 14,167 56            23.4 207.0 
Dundgobi 49,406 11,739 7,482 39 19.2 — 
Gobi Altai 63,973 19,503 8,087 43 25.2 173.8 
Sukhbaatar 52,431 10,276 4,543 28 25.9 117.6 
Tuv 88,460 16,549 9,687 30 15.9 — 
   Total 344,722 94,356 43,966 40   
       
Duuregs       
Chingeltei 132,883 23,662 6,705 23   
Songinokhairkhan 211,056 17,286 10,371 13   
   Total 343,939 40,948 17,076 16   
       
Aimag average     22.5 105.7 
Mongolia 256,2000    20.7 93 
Ulaanbaatar  946,907    18.1 73.3 

  Source: Ministry of Health and National Center for Health Development. 2007. 
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PROJECT COST ESTIMATES 
 

Table A7.1: Detailed Cost Estimates by Expenditure Category  
($’000) 

 
 
 
Item 

Foreign 
Exchange 

Local 
Currency Totala 

A. Investment Costs    
 1. Civil Works 2.5 2.5 5.0 
 2. Consulting Services 1.2 0.7 1.9 
 3. Training 0.4 0.1 0.5 
 4. Equipment 2.9 0.0 2.9 
 5. Workshops 0.0 0.6 0.6 
 6. Materials 0.1 0.1 0.2 
 7. Other Investment Support 1.3 0.9 2.1 
 8. Vehicle 0.1 0.0 0.1 
 9. Information, Education, and Communication 0.0 0.3 0.3 
 10. Project Implementation Unit 1.4 0.0 1.4 
      
 Total Investment Costs 9.9 5.1 15.0 
      
B. Recurrent Costs    
 1. Civil Works O&M  0.3 0.3 
 2. Equipment O&M  0.1 0.1 
 3. Project Implementation Unit O&M  0.2 0.2 
     
 Total Base Costs 9.9 5.7 15.6 
      
C. Contingencies    
 1. Physicalb 0.5 0.3 0.8 
 2. Pricec 0.2 1.0 1.2 
      
 Total 10.6 7.0 17.6 

O&M = operation and maintenance.  
a In mid-2007 prices. 
b Physical contingency is estimated at 10% of civil works and equipment costs. 
c Price contingency is estimated at 1.2% foreign inflation rate and 8% local currency inflation rate from 2007  

onwards. 
Note: Numbers may not sum precisely because of rounding. 
Source: Asian Development Bank estimates. 
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Table A7.2: Detailed Cost Estimate by Financier 
($ million) 

 
        ADB   Government 

    Item Cost   

 
 

$ 

% of 
Cost 

Category   

 
 

$ 

% of 
Cost 

Category
A. Investment Costs     
  1. Civil Works 5.0  3.5 70  1.51 30 
  2. Consulting Services 1.9  1.9 100  0.00 0 
  3. Training 0.5  0.4 84  0.08 16 
  4. Equipment 2.9  2.9 100  0.00 0 
  5. Workshops 0.6  0.3 60  0.22 40 
  6. Materials 0.2  0.1 60  0.06 40 
  7. Other Investment Support 2.1  1.5 70  0.64 30 
  8. Vehicle 0.1  0.1 100  0.00 0 
  9. Information, Education, Communication 0.3  0.2 60  0.12 40 
  10. Project Implementation Unit 1.4  1.4 100  0.00 0 
  Subtotal (A) 15.0  12.4 82  2.63 18 
B. Recurrent Costs        
  1. Civil Works O&M 0.3  0.1 48  0.1 52 
  2. Equipment O&M 0.1  0.0 35  0.1 65 
  3. Project Implementation Unit O&M 0.2  0.0 0  0.2 100 
  Subtotal (B) 0.6  0.2 27  0.4 73 
  Total Base Cost 15.6  12.5 80  3.1 20 
C.  Contingencies 2.0  1.5 73  0.6 27 
  Total Project Costs 17.6  14.0 80  3.6 20 
    % of Total Project Costs 100     80     20 

ADB = Asian Development Bank, O&M = operation and maintenance. 
a  Amount of ADB loan proceeds allocated to the cost category. 
b  The amounts disbursed by ADB for eligible expenditures under a cost category will be subject to the ceiling set by the 

allocation of loan proceeds for such cost category.  
Source: ADB estimates. 
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PROJECT IMPLEMENTATION ARRANGEMENTS 
 
1. The project implementation unit (PIU) will report to the Ministry of Health (MOH), which 
will be the Executing Agency, and to a project steering committee that will be set up to oversee 
the Project. The steering committee will consist of key stakeholders, including MOH, Ministry of 
Finance, and Ministry of Social Welfare and Labor. Working groups will be set up in MOH to 
advise and assist the PIU in routine technical and operational matters in key areas. Aimag or 
duureg supervisory groups will consist of key officers of local administrations to oversee the 
aimag or duureg activities. Working groups will also be established at the aimag or duureg level 
for advice and assistance in implementation. 
 

 
Figure A8.1. Implementation Arrangements 
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PROJECT IMPLEMENTATION SCHEDULE 
 
Item 2008 2009 2010 2011 2012 2013 
A. Component 1: Strengthened 
Health Services 

                        

Family Group Practices (FGPs)                         
1.1  Develop legal basis of FGPs                         
1.2  Improve performance contract                         
1.3  Develop FGP income package                         
1.4  Institutionalize budget process                         
1.5  Create FGP incentive/bonus fund                         
1.6  Develop gatekeeping function                         
1.7  Develop clinical standards, guides                         
1.8  Clinical and public health training                          
1.9  Local government staff training                         
1.10 FGP infrastructure standards                         
1.11 Build FGP premises in pilot areas                         
1.12 Provide FGP equipment                         
1.13 Develop “model” FGPs                         
1.14 Support for UB FGP Health Dept                         
1.15 Support for HSUM FGP training                         
1.16 FGP advocacy                           
1.17 Review doctor of choice                          
1.18 FGP information campaigns                         
1.19 Study tour on FGPs                         
Soum Health Centers and PHC                         
2.1 SHC role delineation/mapping                         
2.2 Develop SHC admit/clinical criteria                         
2.3 SHC civil works program                         
2.4 SHC equipment                         
2.5 Training and materials for SHCs                         
2.6 Extending PHC programs                         
2.7 Improve communication                         
Hospital Support for PHC                         
3.1 Develop referral guidelines                         
3.2 Regular CME programs                         
3.3 Clinical rotations/training                         
3.4 Develop website                         
3.5 Develop PHC support incentives                          
B. Component 2: Improved Health 
Care Financing and Health 
Insurance  

                        

Single Purchasing                         
4.1 Develop health financing model                         
4.2 Single purchaser training                         

 4.3 Plan on health financing reform 
submitted to ADB 

      
 

                 

4.4 Develop single purchaser model                          
4.5 Study tour on single purchaser                         

 4.6 MOH/MOF/MSWL MOU Signing on 
pooling and single purchaser 

        
 

               

4.7 Single purchaser and pooling trials                         
  4.8 Decision on extending single 

purchaser and pooling  
                 

  
     

Health Finance and Insurance                         
5.1 Expand HI cover/benefit packet                         
5.2 HI rates and payments                         
5.3 Training on HI purchasing                         
5.4 Analyze/train in OOP/access                         
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Item 2008 2009 2010 2011 2012 2013 
5.5 Promote HI participation                         
5.6 Strengthen private HI regulation                         
Hospital Financial Efficiency                         
6.1 Review constraints to efficiency                         
6.2 Develop market element options                         
6.3 Introduce efficiency incentives                         
6.4 Training on improved efficiency                         
C. Component 3: Improved Human 
Resources Development 

                        

Human Resources Development                         
7.1 Develop workforce plan model                         
7.2 HR training in pilot areas                         
7.3 Support long-term fellowships                         
7.4 Support High Level HR Committee                          
7.5 Options for FM specialty structure                         
Incentives                         
8.1 Training incentives/subsidies                         
8.2 HR incentive packages                         
D. Component 4: Sector Capacity 
Development and Management 

                        

Sector-Wide Approach                          
9.1 Support SWAp process                          
9.2 Training, materials, and capacity                         
9.3 Support for NCHD                          
Governance                         
10.1 Establish hospital boards                         
10.2 Hospital autonomy                         
10.3 Study tour on hospital autonomy                         
10.4 Community participation                         
Private Sector Regulation                         
11.1 Review private health sector                          
11.2 Develop regulatory mechanisms                         
11.3 Establish regulatory frameworks                         
11.4 Develop PPPs collaboration                          
Project management                         
12.1 Set up PIU structure, processes                         
12.2 PIU governance mechanisms                          
CME = continuing medical education, FGP = family group practice, FM = family medicine, HI = health insurance, HR 
= human resources, HSUM = Health Sciences University of Mongolia, NCHD = National Center for Health 
Development, OOP = out-of-pocket (payments), PHC = primary health care, PIU = project implementation unit, PPP 
= public-private partnership, SHC = soum health center, SWAp = sector-wide approach, UB = Ulaanbaatar. 
Source: Asian Development Bank. 
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PROCUREMENT PLAN 
 

Project Information  
Country Mongolia 
Project Name Third Health Sector Development Project 
Grant Reference P41119-MON: Third Health Sector Development 

Project 
Date of Effectiveness To be determined 
Amount $14.0 million 
Executing Agency Ministry of Health 
Period Covered by the Plan 2008–2013 

 
PROCUREMENT THRESHOLDS GOODS AND WORKS  

 
Procurement Method Estimated Contract Value ($) 
International Competitive Bidding Works > 1,000,000 
International Competitive Bidding Goods > 500,000 
National Competitive Bidding Works ≤ 1,000,000 
National Competitive Bidding Goods ≤ 500,000 
Shopping Works ≤ 100,000 
Shopping Goods ≤ 100,000 

 
PROCUREMENT THRESHOLDS, CONSULTANTS SERVICES 

 
Procurement Method To Be Used Above Value ($) 
Quality- and Cost-Based Selection (QCBS) 
(quality: cost ratio = 80:20) 

200,000 

Consultants Qualifications Selection (CQS) 100,000 
Individual Consultant Selection (ICS) Project implementation unit staff, and selected 

international and national consultants 
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Table A10: Indicative List of Contract Packages, Goods, Works, and Consulting Services 
 
 
 
Contract Description 

Number  
of 

Contracts 

Estimated Cost 
per Contract 

($’000) 

 
Procurement 

Method 

Expected Date 
of 

Advertisement 

 
ADB Review 

Requireda 
A. Civil Works      
     1. Family Group Practices      
             New Construction 2 40 NCB March 2009 Post 
     2. Soum Health Centers       
         a. New Construction (including an 

incinerator of type Medicine 400 or 
equivalent) 

14 200 NCB January 2009 Post 

         b. Rehabilitation (including an incinerator of 
type Medicine 400 or equivalent) 

4 100 NCB To be determined Post 

     3. Inter-soum Health Centers      
             New Construction 1 300 NCB To be determined Post 
     4. Aimag General Hospital       
             Rehabilitation 3 600 NCB June 2009  Post 
     5. Wells for SHCs (20 wells) Several 80(total) NCB Various Post 
      

B. Goods and Equipment      
      

     1. FGP and SHCs (medical and laboratory 
equipment) 

2 1,200 ICB July 2009 Prior 

     2. AGHs and district hospitals (medical 
equipment) 

2 300 NCB To be determined  

     3. Vehicles 1 77 Shopping June 2008 Post 
     4. Office Equipment 3 50 Shopping June 2008 Post 
      

C. Consulting Services      
      

     1. Consultants (FGPs, PH, civil works, 
equipment, health care financing, health 
insurance, HR, regulation, private sector) 

  1–2 1,350 QCBS August 2008 Prior 

     2. Consultants (legal, web development, 
information and communication technology, 
planning and management, gender, 
monitoring and evaluation) 

12 Variable ICS Various Prior 

ADB = Asian Development Bank, AGH = aimag general hospital, FGP = family group practice, HR = human resources, ICB = international competitive bidding, ICS 
= individual consultant selection, NCB = national competitive bidding, PH = public health, QCBS = quality and cost-based selection, SHC = soum health center.  
a For ICB, bids invitations, invitations for prequalification, draft prequalification documents, draft bidding documents, prequalification and bid evaluation reports 

to be submitted to ADB for prior review and approval. For NCB, first draft English-language version of the procurement documents to be submitted for ADB 
review and approval regardless of estimated contract amount. ADB-approved procurement documents to be used as model for all NCB procurement financed 
by ADB and need not be subjected to further review. ADB will review the bid evaluation report and award of contract on a post-review basis. For shopping, 
ADB will normally review the award of contract on a post-review basis. Other contract packages will be identified during project implementation. 

Source: Asian Development Bank. 
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OUTLINE TERMS OF REFERENCE FOR CONSULTANTS 
 
Consultancy Service 
Required 

Outline Terms of Reference    

A. Component 1: Strengthened Health Services 
1. FGP (5 person-months 
international and 36 
person-months national) 
 

(a) Assist in consolidating family medicine in Mongolia by strengthening legal basis 
and performance contract arrangements for FGP 

(b) Assist in institutionalizing FGP financing and remuneration via risk-adjusted 
capitation 

(c) Assist in development of FGP gatekeeper role with appropriate referral 
arrangements and mechanisms 

(d) Assist in development of FGP training programs with supporting clinical guides, 
standards, and materials to improve FGP staff clinical and practical skills 

(e) Assist in developing model FGPs to guide future family medicine service 
provision 

(f) Assist in strengthening family doctor training and education at Health Sciences 
University of Mongolia and Ulaanbaatar City Health Department and in 
developing advocacy structures for FGP 

(g) Assist in preparing a national information campaign on FGPs 
(h) Organize international study tour on FGPs 
(i) With HR consultant, help to develop vocational training and specialty 

arrangements for family medicine 
 

2. Legal Expert (6 
person-months national) 
 

(a) Examine current FGP legal status and identify necessary improvements 
(b) Draft relevant regulations, orders, and laws to strengthen FGP legal, tax, social, 

and business status 
(c) Assist in implementation and promulgation of orders, laws, and regulations 
 

3. Web Designer (2 
person-months national) 

(a) Develop interactive, accessible web site for PHC and FGP  
(b) Provide regular updates, site maintenance, and content improvements 

4. Public Health/Health 
Management (8 person-
months international and  
72 person-months 
national in 2 positions: 
one for 60 person-
months and one for 12 
person-months) 

(a) Assist in developing plans to restructure SHCs as ambulatory centers, based on 
provision of PHC, defined catchment populations, access and outreach, and 
role delineation for SHC staff and services 

(b) Assist in developing training programs and structures for SHC and FGP staff 
with appropriate public health, health promotion, clinical, and management 
materials and guides to improve skills and practice 

(c) Assist in developing admission and treatment guides, referral, and network 
arrangements between SHCs and specialists 

(d) Assist in developing SHC primary care via trials and demonstration programs 
(e) Assist in developing continuing medical education and clinical rotation programs 

for FGPs and SHC staff to improve clinical and practice skills 
(f) With HR consultant, help develop clinical fellowship programs to enhance skills 
 
In addition, for long-term local public health consultant (60 months):  
(a) Serve as coordinator of local consulting team 
(b) Serve as project advisor on implementation, planning, strategies, training, and 

monitoring 
(c) Coordinate with Ministry of Health and other agencies 
 

5. Civil Works (5 person- 
months international  and 
national civil works 
specialist as part of 
project implementation 
unit) 

(a) Review the current infrastructure situation and standards to identify and 
confirm facilities for improvement under the Project 

(b) Assist in development of master plans to rehabilitate priority facilities 
(c) Assist in design, construction plans, tendering arrangements, guidelines for 

operation and maintenance, and quality control and supervision of the 
proposed civil works 

 

6. Equipment and 
Procurement (2 person-
months international and 
12 person-months 
national) 
 

(a) Assist in identifying essential PHC equipment for FGPs, SHCs, and for aimag 
(administrative unit) and district hospital support for PHC 

(b) Assist in prioritizing and costing essential equipment and preparing 
procurement plans and documentation 

 
National consultant:  
Prepare equipment procurement processes and organize local and international 
competitive bidding, as well as subsequent tendering and contract award arrangements 
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Consultancy Service 
Required 

Outline Terms of Reference    

7. Information and 
Communication 
Technology (2 person-
months international and 
24 person-months 
national in two positions 
of 12 months each) 
 

(a) Assist in developing electronic linkages and technical modalities (dial-up, 
broadband, etc.) between SHCs and AGHs for communication, clinical 
consultations, and data transfer 

(b) Assist in developing case management, database, distance education, and 
patient record systems linking AGHs and rural health services 

 

B. Component 2: Improved Health Care Financing and Health Insurance 
1. Health Care Financing 
and Modeling (5 person-
months international and  
24 person-months 
national) 

(a) Assist in developing single purchaser policy and models for health care 
financing 

(b) Assist in implementing single purchaser in key Mongolian agencies and in 
integration with relevant laws and regulations (e.g., the Public Sector Finance 
Management Law) 

(c) Assist in organizing and supporting single purchaser trials, along with relevant 
training and materials 

(d) Assist in developing hospital financial efficiency mechanisms and processes 
(e) Organize international study tour 
 

2. Health Insurance 
Systems (12 person-
months international and  
18 person-months 
national) 

(a) Analyze and review health insurance situation and coverage  
(b) Assist in developing options to increase and extend health insurance coverage 

to the uninsured and to promote participation in the Health Insurance Fund 
(c) Develop and undertake training, with appropriate materials, on health insurance 

purchasing and optimal use 
(d) Assist in developing regulation of private health insurance 
(e) Assist in developing hospital financial efficiency mechanisms and processes 
(f) Assist in implementing efficiency initiatives in pilot hospitals 
(g) Organize and conduct workshops, training, and materials on improving hospital 

financial management and efficiency 
 

C. Component 3: Improved Human Resources Development 
1. HR Management and 
Organizational 
Development (6 person-
months international and 
24 person-months 
national)   
 
 
 
 
 
 
2. HR Incentives (18 
person-months national)   
 
 
 

(a) Assist in developing workforce planning, as well as HR development plans and 
strategies 

(b) Organize and conduct training on HR management and organizational 
development, supported by relevant guides and material 

(c) With public health consultant, establish and support long-term clinical 
fellowships for AGH and district specialists 

(d) Assist High Level HR Committee to develop HR strategies for the health sector 
(e) Assist (with FGP consultants) in developing options and structures for 

institutionalizing postgraduate training and for development of family medicine 
as a vocational specialty 

 
National HR incentives consultant: 
(a) Review and develop training incentives and subsidies for places in training 

schools to increase rural health staff numbers 
(b) Research and develop incentive packages with financing and welfare 

components to encourage staff transfers to rural areas 
(c) Implement staff transfers via incentive funding 
 

D. Component 4: Sector Capacity Development and Management  
1. Health Planning and 
Management (6 person- 
months international and 
54 person-months 
national in three 
positions: SWAp, 
capacity development, 
and community 
development) 

(a) Assist in implementing SWAp in the Mongolian health sector and in developing 
appropriate guides and references 

(b) Using relevant guides and materials, assist in developing and undertaking 
training programs in health planning, financing, monitoring, quality, etc.  

(c) Assist in developing capacity in National Center for Health Development to act 
as an in-house consulting and management development resource for the 
Mongolian health sector 

(d) Assist in developing governance structures, including functioning hospital and 
health boards, semiautonomous hospitals, and oversight arrangements 
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Consultancy Service 
Required 

Outline Terms of Reference    

(e) Assist in developing community participation and involvement mechanisms 
(e.g., complaints processes, public reporting, advisory bodies) in the Mongolian 
health sector 

 

2. Private Sector (3 
person-months 
international and 6 
person-months national) 

(a) Review private health sector situation and develop relevant regulatory 
mechanisms and processes to increase private sector accountability, licensing, 
monitoring, and quality control 

(b) Assist in developing institutionalized regulatory frameworks for the private 
health sector 

(c) Assist in identifying and developing options for increased public-private sector 
collaboration and partnerships 

(d) Share the draft regulatory framework for PPP with MOF before submitting to 
ADB to ensure consistency in PPP approaches across sectors 

 

3. Gender and 
Development (10 person-
months national) 
 

(a)   Ensure gender sensitivity as well as community and stakeholder participation in 
implementing project activities, including training, health promotion, community 
participation, monitoring and evaluation, and other aspects included in the 
gender action plan. 

(b)   Provide guidance to the Ministry of Health on inclusion of gender and poverty-
related indicators in the routine information system of the health sector and 
surveys initiated by the Project 

 

E. Project Management 
1. Monitoring and 
Evaluation (3 person-  
months international and 
6 person-months 
national) 

(a) Develop project performance management system  
(b) Monitor and evaluate achievements during project implementation 
(c) Develop and organize implementation of regular surveys as part of project 

performance management system 

 

AGH = aimag general hospital, FGP = family group practice, HR = human resources, PHC = primary health care, 
SHC = soum health center, SWAp = sector-wide approach. 
Source: Asian Development Bank. 
 

Table A11: Summary Consultant Inputs 
 
 
International 

 
Months 

 
Local 

 
Months 

Family Group Practice 
 

5 Family Group Practice 36 
 
 

 Legal 6 

 
 

 Web Designer 2 
Civil Works 
 

5 Civil Works (project implementation unit staff)  
Equipment 
 

2 Equipment 12 
Health Care Financing (2) 
 
 

12 
5 

Health Care Financing (2) 
 

18 
24 

Public Health and Health Management 8 Public Health and Health Management (2) 
 

60 
12 

Information and Communication Technology 
 

2 Information and Communication Technology (2) 12 
12 

Human Resources 
 

6 
 

Human Resources (2) 
 

18 
24 

 

Health planning, capacity and governance 6 Health planning, capacity and governance (3) 18 
18 
18 

 

Private Sector Development  3 Private Sector Development 6 

 
 

 
 

Gender and Development 
 

10 
 

Monitoring and Evaluation 3 Monitoring and Evaluation 6 
Indicative total  57  312 
Source: Asian Development Bank.
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SUMMARY POVERTY REDUCTION AND SOCIAL STRATEGY  
 

A. Linkages to the Country Poverty Analysis 
 

 
Is the sector identified as a national 
priority in country poverty analysis?   

 

 
  Yes 

 
    No 

 
Is the sector identified as a national 
priority in country poverty partnership 
agreement?   

 
 Yes 
 

  No 
 

Contribution of the sector or subsector to reducing poverty in Mongolia: 
Poverty and health are strongly related, and better health services are not only a social goal but also a prerequisite to 
economic development. Improved health care expands economic opportunities for people, including the poor and 
disadvantaged, by building human capital, as expressed in good health, well-being and capacity for work. Healthy 
people actively engage in economic activities, thus increasing productivity. Reliable health services reduce such 
lifecycle risks to the individual as illness, injury, disability, and early death, thereby also preventing impoverishment.  
 
Improving health services and the health status of the population will reduce government as well as household 
expenditure. Mongolia’s extensive system of social safety nets costs about 7% of gross domestic product per year, of 
which 40% is devoted to social assistance for the poor and the disadvantaged. Maintaining and improving social 
service delivery prevents new incidences of poverty that are caused by poor health and educational deprivation.   
 
In Mongolia, access and quality of social services is both a push and a pull factor in current migration. Rural people 
with few adequate skills and experience living in settled areas face problems in coping with urban life. Moreover, they 
have limited support networks and few income earning opportunities. Therefore, the risk of falling into poverty is high. 
Improving health services in rural and peri-urban areas will significantly slow migration and reduce poverty.  
 
The Project will contribute to achieving Mongolia’s Millennium Development Goals, particularly goals 4, 5, and 6 and 
targets 5, 6, 7, and 8 to (i) reduce by two thirds the under-five mortality rate, (ii) reduce by three quarters the maternal 
mortality rate, (iii) halt by 2015 and begin to reverse the spread of HIV/AIDS, and (iv) halt by 2015 and begin to 
reverse the incidence of malaria and other major diseases. 
 
B. Poverty Analysis  Targeting Classification: Targeted intervention (TI-M) 
 
What type of poverty analysis is needed?  
According to the HIE/LSM 2002/03 survey,1 around 900,000, or 36%, of Mongolians live in poverty.2 Poverty is higher 
in rural areas than in urban areas (43% versus 30%). The so-called poverty gap stands at 11% and estimates the 
average shortfall in consumption relative to the poverty line. This figure implies that the per person cost of eliminating 
poverty is 11% of the poverty line. 
 
In contrast to the head count or to the poverty gap, the severity of poverty is 4.7%. Both, the poverty gap and severity 
are higher in rural than in urban areas. At the regional level, the West is the poorest region. The poverty incidence in 
the West represents more than half of the population. This figure is almost two fifths in the Highland region and 
around one third in both the Central and East regions.  
 
Ulaanbaatar displays the country’s lowest level of poverty, and slightly more than one quarter of its residents are poor. 
Following the capital city by poverty measures are the aimag (provincial) centers and then rural areas. 
 
Health challenges in Mongolia include maternal mortality rates, a high incidence of tuberculosis, and poor quality of 
public health care services. Over the last 10 years, Mongolia has achieved certain progress in reducing infant 
mortality and mortality of children under 5 years of age. A 2003 survey established that the causes of maternal 
mortality are associated with decreasing level and quality of medical services (36%), delay in emergency medical aid 
(28%), and living far from medical institutions. 
 
Child and maternal mortality are directly linked to poverty. Infants and undernourished pregnant women from poor 
families are much more likely to die or suffer complications than are well-nourished mothers and their offspring.3 The 
infant mortality rate per 1,000 live births has fallen from 31.23 in 2000 to 20.8 in 2005. The under-5 child mortality rate 
has also decreased from 42.4 to 26.1. The rural-urban gap remains substantial, however, as those figures are 18.1 
and 21.7, respectively, in urban areas but 22.5 and 28.9 in rural areas. The  two most frequent and persistent causes  

                                                 
1   National Statistical Office (NSO). 2004a. Main Report of Household Income and Expenditure Survey/Living 

Standard Measurement Survey (HIES-LSMS), 2002-03. NSO. Washington, DC: World Bank and Ulaanbaatar: 
UNDP. 

2 Poverty estimates are based on income poverty. The national poverty line is MNT24,743 per person per month or 
$0.75 per person per day.  

3 National Statistics Office, ADB, and World Bank. 2006. Participatory Poverty Assessment Mongolia. Ulaanbaatar 
(p. 80). 
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of infant and under-five mortality are peri-natal (48.2% and 38.4%, respectively) and respiratory complications (26.2% 
and 28.4%). Gobi-Altai is among the five aimags with the highest infant mortality rates.   
 
The maternal mortality rate steadily decreased to 93.0 per 100,000 live births in 2005 from its highest level of 161 
during 1996–1998.4 In the same period, this measure’s rural-urban gap narrowed from 2 to 1.4 times. In 2005, 13.8% 
of pregnant women had chronic anemia, significantly lower than the 40% in 2000. Almost half (54.2%) of maternal 
mortality occurs among herdswomen and 30.8% among housewives. Although home delivery has decreased since 
2000, professionally unassisted delivery is increasing in Ulaanbaatar. That is apparently due to the high rate of 
migration without residence registration. Primary causes of mortality are diseases not related to pregnancy (33%), 
followed by complications post-delivery (26%) and during pregnancy (24%).5 The Reproductive Health-2003 survey 
reveals that only 4% of adolescent girls use contraceptives and, as a result, over half (53.6%) of abortions were first-
time pregnancies.   
 
Due in part to persistent poverty and crowded family living conditions, the incidence of tuberculosis is consistently 
rising (from 8 per 10,000 of population in 1990 to 17.2 in 2005) in both rural and urban areas. The highest rates are in 
Darkhan-Uul, Dornod, and Ulaanbaatar. In 2005, it was the third most common infectious disease (13.6%), preceded 
by sexually transmitted diseases (17.4%) and viral hepatitis (19.7%). Syphilis and gonorrhea are growing concerns, 
having increased by more than 2.5 times since 1991. There are 30 cases of individuals diagnosed HIV positive and 
four cases of death from AIDS. 
 
Poor people tend to be more affected by infectious diseases. Mongolia is one of seven Asia-Pacific countries cited by 
World Health Organization as having high incidence of tuberculosis. Most people with tuberculosis are unemployed 
and either poor or extremely poor. There are also male health concerns, such as a comparatively high incidence of 
stroke and heart disease from age 40 onwards. This appears to be linked to poor diet, high levels of tobacco use, and 
alcohol abuse. According to HIE/LSM 2002/03 survey, health spending averages 5% of household consumption for 
the population as a whole. For poor households, that figure averages 4.5% and for non-poor households it is 5.4%. 
Because of their inability to pay for the services in cash, medical services consumption of the poor is quite low. The 
incidences of major diseases causing morbidity and mortality are increasing among rural populations. This 
demonstrates that the quality and availability of medical services in rural areas is poor and inadequate.  
 
The Project will be implemented in five rural aimags (Arkhangai, Dundgovi, Govi-Altai, Sukhbaatar, and Tuv) and two 
duuregs of Ulaanbaatar (Chingeltei and Songinokhairkhan) benefiting client population or more than 700,000. About 
40.4% of the population in the project aimags is poor, compared to the national average of 36%. Overall, the Project 
aims to improve and extend primary health care (PHC) services to benefit the Mongolian population, in particular, the 
rural poor, the urban underserved, women, children, and the elderly.                                                                                 
 
C. Participation Process 
Is there a stakeholder analysis?   Yes    No  
Is there a participation strategy?    Yes                No 
The project activities have been guided by participatory research undertaken in proposed project areas. Four 
stakeholder groups were identified and consulted across a range of issues. Primary stakeholders included service 
users and service providers at the bag (village), soum (district), and aimag levels, and in Ulaanbaatar. About 127 
beneficiaries from Songinokhairkhan district, Baruun-Urt (aimag center) and Dariganga soums of Sukhbaatar aimag 
participated in the consultation process by assessing the coverage and quality of primary health care. 
 
Particular emphasis was given to consulting with the poor and women’s groups in the communities in order to 
understand their needs and demands of health services. Secondary stakeholders consisted of national and local 
policy and decision makers. Consultation discussions indicated a range of health and social concerns in the 
community, but the focus was strongest on the need for increased collaboration between the communities, local 
institutions, and local authorities for improving access and quality of PHC.  
 
Greater involvement of stakeholders on promoting health is ensured by introducing community involvement 
mechanisms, such as the following: (i) hospital boards will be established with community members, representatives 
of nongovernment organization, and others, (ii) local social workers and health volunteers will play a significant role in 
linking the very poor and families with soum doctors, and (iii) health-promoting organizations will enhance cooperation 
between institutions and the community. The Project aims to shift people’s attitudes from curative to preventive care, 
which requires greater involvement of individuals and community organizations. The Project  will  also (i) undertake 
outreach, health promotion, public health, surveillance, and primary care training programs for soum hospital staff and 
rural and urban family group practices; (ii) raise awareness among the population, health workers, and policymakers 
on the extent and effects of catastrophic payments; and (iii) develop and implement in project areas participatory 
mechanisms and processes for increased community involvement, including complaints procedures, public reporting, 
and advisory bodies. 
                                                 
4 National Center for Health Development. 2005. Morbidity and Mortality Bulletin. Ulaanbaatar (p. 5). 
5 National Center for Health Development and Ministry of Health. 2005. Health Indicators. Ulaanbaatar (p. 78). 
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D. Gender Development 
  
Strategy to maximize impacts on women: 
Health status of the population in the country is highly differentiated by gender. Male adult mortality is nearly double 
that of females. On the other hand, as women comprise the majority of users and providers of the health care system 
in Mongolia, they will make up the majority of the Project’s direct beneficiaries. Nevertheless, there is potential to 
maximize project impact on the health status of the poor, women, and other disadvantaged groups by emphasizing 
the pro-poor orientation of PHC. A gender plan has been prepared and is presented in Appendix 13. 
 
Has an output been prepared?     Yes    No 
A gender plan has been prepared. 
 
E. Social Safeguards and Other Social Risks 

 
  
Item 

 
Significant/ 

Not Significant/ 
None  

 
 

Strategy to Address Issues 
 

 
Plan Required 

Resettlement 

 Significant 
 

 Not significant 
 

 None 

Construction of soum health centers and family group 
practice centers will take place on existing government 
lands. In case there is any change in the Project’s scope 
or there are unanticipated resettlement impacts, land 
acquisition and resettlement activities will be implemented 
in accordance with all applicable laws and regulations of 
Mongolia and ADB’s Policy on Involuntary Resettlement. 

 Full 
 

 Short 
 

 None 

 
 
Affordability 

 
 Significant 

 
 Not significant 

 
 None 

PHC services are free for all. The Project will not initiate 
any user fees or co-financing of PHC services that affect 
affordability for service users. In facilitating financial 
protection for the poor—for example, by increasing health 
insurance coverage, and improving legal knowledge of 
service providers and service users on health-related 
state welfare provisions—the Project will enhance poor 
and disadvantaged groups’ utilization of PHC facilities.  

 
 Yes 

 
  No 

 
 
Labor 

 
 Significant 

 
 Not significant 

 
 None 

The Project will develop career development support for 
PHC service providers. Providing incentives to work in 
rural areas will fill vacant positions for bag feldshers and 
soum doctors. That will increase women’s participation in 
the labor force.  

 
 Yes 

 
  No  

 
 
Indigenous 
Peoples 

 
 Significant 

 
 Not significant 

 
 None 

Only one of the proposed project areas has a significant 
presence of an ethnic group (the Dariganga in 
Sukhbaatar). As the cultural distinction, health, and 
socioeconomic status of this group are similar to those of 
other Mongolians, an indigenous peoples development 
plan is not required.  

 
 Yes 

 
  No 

 
Other Risks 
and/or 
Vulnerabilities 
 

 
 Significant 

 
 Not significant 

 
 None 

The Project is designed to increase access to and quality 
of primary health care. The poor, disadvantaged, elderly, 
and disabled are the major users of family group practices 
and soum health centers. No risks and/or vulnerabilities 
for poor households are envisioned. 
 

 
 Yes 

 
  No  
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GENDER PLAN 
 
A.  Background 
 
1. Health status of the population in the country is highly differentiated by gender. Male 
adult mortality is nearly double that of females. On the other hand, as women comprise the 
majorities of the health care system’s users and providers, they will be the major direct 
beneficiaries of the Third Health Sector Development Project. There is potential to maximize the 
project impact on the health status of the poor, women, and other disadvantaged groups, 
however, by emphasizing the pro-poor orientation of primary health care (PHC). The main 
strategy of the Project is to strengthen public health education, health promotion, and the 
prevention aspects of PHC, thus taking another step towards a more efficient preventive 
approach. The Government’s Health Sector Master Plan also acknowledges that the goal of 
improving the health status and lifestyles of Mongolians cannot be achieved by efforts purely in 
the health sector. Hence, it is necessary to undertake strategies to improve intersectoral 
collaboration and coordination (between local governments, national-level health program 
committees and boards, the professional inspection agency, educational institutions, water and 
sanitation services, police, nongovernment organizations including women’s groups, schools, 
and other community groups) in order to mobilize local initiatives, responsibility, and ownership. 
 
B. Program Design 
 
2. The proposed project has design features that promote gender equity in the health 
sector that can contribute to achieving the Government’s and Asian Development Bank’s 
common goal of poverty alleviation.  

 
3. The Project will implement a gender plan that will create opportunities and facilitate 
access to health services for men and women. It will address gender concerns in the four 
components, namely: (i) providing quality and accessible health services, (ii) improving health 
care financing and health insurance, (iii) enhancing human resource development, and (iv) 
sector capacity development and management. The gender plan will provide a framework to 
enhance women’s active and equitable participation in Project’s implementation and monitoring. 
 
4. The Project will address the following gender concerns: 
 

(i) Ensure the development of pro-poor and gender-sensitive information, education, 
and communication materials, as well as their further replication, adaptation, and 
distribution through family group practices (FGPs) and soum health centers 
(SHCs) in the country. 

(ii) Incorporate gender in health, domestic violence, and other relevant health 
promotion, education, and prevention modules in the in-service health training 
(for doctors, nurses, and feldshers). 

(iii) Explore adoption of a requirement for reporting registration of incidents of 
domestic violence among women and children. 

(iv) Explicitly target men’s and women’s needs for health-seeking behavior and 
healthy lifestyles by improving outreach to such disadvantaged groups as single-
headed households, the elderly, the disabled, temporary residents, and 
nonresidents.  

(v) Increase the number of poor, disadvantaged, and disabled men and women who 
are insured. 
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(vi) Improve monitoring and reporting of household expenditures, out-of-pocket 
payments, and utilization of FGPs and SHCs (with data disaggregated by gender 
of household head). 

(vii) Support gender awareness raising for human resource development and 
advocacy for gender-sensitive human resource policies in the Ministry of Health. 

(viii) Improve gender analysis capacity of relevant management. 
(ix) Institutionalize collection, analysis, and evidence extraction for policy making of 

health sector data, disaggregated by gender and poverty level. 
 
5. A detailed gender plan including monitoring indicators and agencies responsible for 
implementing and monitoring the gender plan is presented in Table A13. The gender analysis of 
the Project is set out in Supplementary Appendix J. 
 
C. Implementation Arrangements  
 
6. The implementation of the gender plan follows the implementation arrangements for the 
Project. The project implementation unit (PIU) will have a project manager and five staff for 
planning and human resources, administration and finance, civil works, secretarial services, and 
a driver. At the aimag level, there will be an aimag project coordinator assisted by staff for 
training, quality, and civil works. Project activities in the capital city will be managed by the PIU. 
The Project will deploy a part time (10 person-months in total) gender specialist in the PIU over 
the duration of the Project. The gender specialist will ensure implementation of the gender plan 
and will be responsible for gender analysis and aspects of data; adopted policies; standards and 
guidelines; gender sensitivity in advocacy and awareness rising within the MOH and PIU; 
information, education, and communication; resource materials; and health professionals 
training. The terms of reference of the gender specialist are in Appendix 11. 
 
D. Project Performance Monitoring 

7. The activity indicators specified in the gender plan will serve for monitoring gender plan 
outcomes. In addition, a set of gender-disaggregated indicators will be used for the Project’s 
gender impact monitoring. Strengthening of the gender-disaggregated data will be included in 
the project performance management system to track gender gaps in health outcomes and for 
analyzing trends discussed in project progress reports. 



 

 

52     Appendix   13 

Table A13: Gender Plan 
 
Output Activities Indicators Agency Responsible 
A. Component 1:  Strengthened Health Services 

To ensure development of pro-poor 
and gender-sensitive IEC materials 
(addressing high male mortality, 
among other issues), as well as 
further replication, adaptations, and 
distribution through FGPs and SHCs 

• Pro-poor and gender-sensitive 
module developed for PHC IEC 
(information, education, 
communication) training  

• 250 family doctors trained in 
gender-sensitive IEC  

NCHD, aimag (provincial) city health departments, family 
doctor association  

To incorporate gender in health, 
domestic violence, and other 
relevant health promotion, education, 
and prevention modules in the 
in-service family health training (for 
doctors, nurses and feldshers)  

• Gender-sensitive curricula 
included in family doctor training 

• 350 female and 150 male 
doctors, nurses, and feldshers 
trained 

Ministry of Health (MOH) and Mongolian Health  
Science University 

Sustainable and 
institutionalized PHC 
through FGPs and 
SHCs  

To explore adoption of a requirement 
for registration  of incidences of 
domestic violence among women 
and children  

• PHC standards on patient 
registration include requirement 
of domestic violence registration 

MOH, city and aimag health departments, FGPs, and 
SHCs 

B. Component 2:  Improved Health Care Financing and Health Insurance 
To increase the number of insured 
poor, disadvantaged, and disabled 
men and women  

• Increase by 12% the number of 
insured males and females in the 
informal sector, including the 
poor, disadvantaged and disabled 

MOH, State Social Insurance Government Organization, 
hospitals 

Strengthened health 
insurance to improve 
financial protection 
through conceptual 
development, as well 
as expanded 
coverage and benefit 
packages  

To improve monitoring and reporting 
of household expenditures, out-of-
pocket payments, utilization of FGPs 
and SHCs (disaggregated by gender 
of household head) 
 

• Living Standards Measurement 
Survey and Household Income 
Expenditure Survey data, 
disaggregated by gender of 
household head  

MOH, PIU, monitoring and evaluation specialist 

C. Component 3:  Improved Human Resources Development  
Improved HR 
management and 
capacity in the health 
sector 

To support gender awareness raising 
for HRD and advocacy for gender-
sensitive HR policies in MOH 

• Gender sensitization of HR 
policies and procedures; 

MOH, PIU, high level HRD body  

D. Component 4:  Sector Capacity Development and Management 
Increased capacity 
of MOH, NCHD, and 
other agencies to 
implement the health 
sector master plan 

To improve gender analysis capacity 
of relevant management staff, 
including a  gender focal point in the 
form of an HRD officer in MOH and 
NCHD (public health support and 
health monitoring staff) 

 
• 50 staff enrolled in gender 

analysis training 

MOH, PIU, NCHD, aimag and city health departments  
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Output Activities Indicators Agency Responsible 
To institutionalize (collection, 
analysis, and evidence extraction for 
policy making) health sector data 
disaggregated by gender and 
poverty level 

• Sector data disaggregated by 
gender and poverty level   

• Gender analysis capacity 
improved 

MOH, PIU, NCHD, aimag and city health departments 

To regularly report on gender and 
health at the joint sector reviews and 
other national policy boards 

• Gender and health reports PIU, MOH 

Project management 
capacity enhanced 

Monitoring and evaluation 
mechanisms to enable tracking of 
pro-poor and gender-sensitive 
performance and outcomes  

• Pro-poor and 
gender-disaggregated 
monitoring indicators  

MOH, PIU, NCHD, aimag and city health departments 

FGP = family group practice; HR = human resources; HRD = human resources development; IEC = information, education, communication; MOH = Ministry of 
Health; NCHD = National Center for Health Development; PHC = primary health care; PIU = project implementation unit; SHC = soum health center. 
Source: Asian Development Bank. 
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ECONOMIC AND FINANCIAL ANALYSES 
 

A. Introduction 
 
1. The economic analysis was undertaken in accordance with the Asian Development 
Bank’s (ADB) Guidelines for the Economic Analysis of Projects and Handbook for the Economic 
Analysis of Health Sector Projects.1 The analysis covers the review of the project economic 
contribution to the health system and effects of the Project on the beneficiaries and long-term 
fiscal position of the Ministry of Health (MOH).  
 
B. Economic Parameters and Assumptions 
 
2. The economic analysis of the Project was conducted over 20 years, inclusive, of project 
construction. Project construction will commence in 2009 and be completed in 2013. Economic 
benefits and costs were denominated in terms of the domestic price numeraire and expressed 
in constant 2007 prices. International costs were converted to local currency costs using an 
exchange rate that started at MNT1,200 per $1. Tradable components were adjusted to 
economic prices using a shadow exchange rate factor of 1.017, and nontraded components 
were valued at domestic market prices.2 Shadow wage rate factors of 1.2 and 0.8 were applied 
to the wages of skilled and unskilled labor, respectively, at the domestic price level. 
 
3. Base costs plus physical contingencies were estimated and apportioned on the basis of 
tradable, nontradable, and skilled and unskilled labor costs. Similarly, operation and 
maintenance costs for each subproject were estimated on the basis of skilled and unskilled 
labor valued in economic prices (i.e., using shadow wage rate factors). 
  
C. Economic Benefit Assumptions 
 
4. The Project supports the Mongolian health system’s efforts to improve the health status 
of the population. Economic internal rates of return (EIRRs) were derived for the Project. The 
main benefits quantified were resource cost savings and productivity gains. Resource cost 
savings consist of reduction in out-of-pocket expenses for health care as a result of reforms in 
health financing. Productivity gains are the results of less time lost to illness that would have 
otherwise been utilized in some economic activity. Productivity gains are also realized when 
less time is spent for the care of sick family members, as well as better learning outcomes of 
children who will eventually join the labor force. 3  Direct and indirect health benefits are 
significant due to fewer days lost at work and school and a general increase in the overall 
quality of life. The analysis does not attempt to quantify all economic gains and only provides 
conservative estimates based on benefit streams that can be quantified. 
 
D. Quantification of Economic Benefits 
 
5. Cost Savings. These are the annual benefits expected as a result of savings from 
average out-of-pocket expenses expected to be incurred had the patient been treated at a 
private hospital rather than at a public health center. Benefits are calculated based on 

                                                 
1 ADB. 1997. Guidelines for the Economic Analysis of Projects. Manila; and ADB. 2000. Handbook for the Economic 

Analysis of Health Sector Projects. Manila. 
2 Since the shadow exchange rate factor is so close to unity, it does not appear that project costing, which is 

presently at a preliminary stage, is very sensitive to shadow exchange rates. This assessment is supported by the 
fact that the difference between the official exchange rate and the “street rate” over the past year has been an 
average of only 3%. 

3 ADB Economics and Research Department. 2003. Technical Note No. 6. Manila. 
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MNT120,000 annual incremental costs that a patient will incur to go to a private facility, 
assuming two4 visits a year. The base case assumes that out-of-pocket spending on health care 
is reduced from MNT120,000 per year to MNT108,000 per year in the target aimag (savings of 
MNT12,000 per person per year). Given the low level of household income of the poor in 
Mongolia, this represents a significant savings for many households. In the calculation of 
benefits, the target population in the five aimags (provinces) and two duuregs (districts) in 
Ulaanbaatar were used to calculate the number of patients that will benefit from the Project. The 
annual number of patients that will incur cost savings is based on the difference between the 
health incidence with and without the Project. 
 
6. Productivity. Improving the health status of the population will lead to fewer days lost 
due to illness and fewer days needed to take care of ill relatives than without the health 
interventions introduced by the Project. Time is valued at MNT4,133 per day based on 
prevailing wages.5 This value of time is assumed to be constant for the entire population. The 
economically active population that will require hospital care is assumed to be 60%.6  The base 
case assumes that an average of 2 days per year will be gained per capita due to more efficient 
treatment and better availability of services. At the prevailing wage of MNT4,133 per day, the 
monetary value of the productivity gain is MNT8,265 per person.    
 
E. Economic Cost Assumptions 
 
7. Economic costs were calculated based on the annual project cost disbursements and 
incremental recurrent costs. It is assumed that for each MNT spent on investment an additional 
MNT0.10 per year is spent on operation and maintenance of the new health facilities. The cost 
of administering the Project (including the cost to MOH of administering the grant, the cost of 
consultants, and monitoring and evaluation of the Project) are also included as a component of 
the recurrent cost.  
 
F. Economic Internal Rate of Return 
 
8. The basic rates of return for the Project are shown in Table A14. The Project yields an 
economic internal rate of return of 22.8% and a net present value of MNT11.3 billion. The net 
present value calculation discounts the cost and benefit streams at 12% in real terms. 
Sensitivity analysis was undertaken to test the sensitivity of the Project to less optimistic 
assumptions. The “less cost savings” scenario assumes that the Project is not successful in 
reducing out-of-pocket expenses. The “fewer sick days saved” scenario assumes that the 
Project does not reduce the number of sick days lost due to illness and the “low participation” 
scenario assumes that the uptake of the Project is slower than expected. The low case scenario 
combines “less cost savings” and “lower productivity” from lives saved. Even with the most 
pessimistic assumptions, the Project has a positive rate of return of 17.1%. In general, these 
factors are not enough to overturn the judgment that the Project is socially beneficial.  

                                                 
4  The average number of visits per person per year over the past 3 years is 2.5, according to the National Center for 

Health Development, Ministry of Health. 2005. 2005 Health Indicators. Ulaanbaatar. The analysis used two visits to 
be conservative.   

5  National Statistics Office. 2005. Mongolia National Statistical Yearbook. Ulaanbaatar. 
6  Average labor force participation rate for all age groups, Mongolia National Statistical Yearbook, 2005. 
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Table A14: Estimated EIRR and Results of Sensitivity Analysis   
 
 
 
 
 
 
 

        
EIRR = economic internal rate of return. 
Source: Asian Development Bank estimates.   

 
G. Financial Sustainability 
 
9. One of the goals of the Project is to increase efficiency of health care spending and 
improve internal efficiency of health service delivery, thus reducing the cost of health care for 
the individual and society. The incremental recurrent costs of the Project arise largely from 
increased access to quality health care. 
  
10. The financial sustainability analysis evaluates the impact of the Project on the 
government budget. The total financing cost of the Project, inclusive of taxes, duties, and 
contingencies, is $17.6 million for around 5 years. The Government’s annual share in project 
costs will average around $719,000 equivalent (MNT863 million), or less than 1% of the health 
sector projected annual budget of about $87.2 million. The recurrent costs to be borne by the 
Government during the implementation of the Project are estimated to be about $107,000 
equivalent (MNT128 million) per year and include the operating expenses of the project 
implementation unit; as well as operation, maintenance, and replacement costs of new and 
upgraded health facilities and equipment. The family group practices under the Project will 
continue to be funded by the Government during and after the Project’s implementation. The 
budgetary impact of the estimated annual recurrent costs during implementation of the Project is 
considered minimal. The local government units will share in the costs of operation and 
maintenance of the rehabilitated soum hospitals. The Government is committed to provide the 
necessary funds to ensure that the benefits of the investment are not lost. It was concluded that 
there was a capacity and willingness in the Government to allocate budgetary resources to the 
health sector and the proposed project. 
     
H. Financial Management Assessment  
 
11. A financial management assessment of MOH has been undertaken using the financial 
management assessment questionnaire provided by ADB. The completed questionnaire is 
presented in Supplementary Appendix G. It determines the accounting and financial capacity 
needs of MOH during project implementation and operations after completion. The 
questionnaire was administered to the finance department of MOH. The assessment of MOH’s 
previous experience of managing ADB loan projects confirms that its financial management 
practices are fully adequate for the implementation of the Project.  
 
 
 

 
Scenario 

 
EIRR 

Net Present Value 
(MNT million) 

Base case  22.8% 11,367 
Less cost savings 19.3% 7,790 
Fewer sick days saved 20.7% 9,155 
Low case 17.1% 5,300 
Low participation in the Project 18.1% 7,570 
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SYNOPSIS OF THE SUMMARY INITIAL ENVIRONMENTAL EXAMINATION  
 

A.  Introduction  
 
1. According to Asian Development Bank (ADB) procedures for environmental and social 
review of projects, the Third Health Sector Development Project is in environmental category B. 
A limited number of specific environmental impacts may result from project implementation but 
can be avoided or mitigated by adhering to generally recognized performance standards, 
guidelines, or design criteria. The following potential environmental, health, and safety impacts 
were analyzed: (i) comprehensive waste management plan, including medical waste handling 
and disposal; (ii) liquid waste and sewage disposal; (iii) management of construction impacts 
over the planned building period (sediment and erosion control, emissions, noise, traffic, worker 
health and safety); (iv) hygiene and implementation of good hospital management practices; 
and (v) employee health and safety training. The summary initial environmental examination is 
in Supplementary Appendix L. 
  
B.  Description of the Project  
 
2. The Project impact is to improve Mongolians’ health status and lifestyle. The Project has 
four components: (i) strengthened health service, (ii) strengthened health sector financing and 
health insurance, (iii) improved human resource capacity in the health sector, and (iv) 
strengthened sector capacity development and management. The project rationale is to 
continue policy reforms advanced under previous health sector development initiatives: 
expanding and improving primary health care, improving financial expenditure for increased 
system efficiency, expanding health insurance coverage, and improving human resource 
capacity. Component 1 contains the construction and rehabilitation of health facilities as 
indicated in Table A15.1.  
 

Table A15.1: Project Components and Elements 
 

 
New Construction  

Rehabilitation of 
Existing Hospitals 

 
 
 
Project Aimag  
or District 

Inter-soum 
Health Centers 

(20 beds) 

Soum Health 
Centers 
(10 beds) 

Family 
Group 

Practices 

 
 

Soum Health Center 

 
 

Clean Water 
Sources for 
Hospitals 

Arkhangai     4 1 1  
Dundgobi    2   12 
Gobi-Altai 1   2  1   9 
Sukhbaatar    3  1  
Tuv    3 1 1  

Total 1 14 2 4 20 
Source: Asian Development Bank. 

 
C.  Description of the Environment  
 
3. Climate and Geography. The climate of the project areas is continental, with very hot, 
dry summers and long, cold winters. The geographical areas in which the project sites are 
located are characterized by open landscapes in Dundgobi, Gobi-Altai, and Sukhbaatar with 
minimal vegetation and steppe. In mountain locations of Arkhangai and Tuv aimags (provinces) 
in the central and northern part of country, there is more forest vegetation. Due to different 
climatic zones, the annual precipitation varies between 400 millimeters in Arkhangai and Tuv 
and 120–200 millimeters in Dundgobi and Gobi-Altai. The dominant physical environment is 
considered moderate to harsh. Summer and winter temperatures vary significantly, due 
primarily to differences in elevation (720–2,060 meters above sea level). The salient features of 
the physical environment are given in Table A15.2. 
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Table A15.2:  Matrix of Geographical and Meteorological Factors of Project Aimags 
  

m/s = meters per second, E = east, mm = millimeter, N = north, NW = northwest, W = west. 
Source: Aimag Environment Report. 2002. Ulaanbaatar 

 

4. Surface Water and Groundwater. The nearest surface water is located at least 20 
kilometers away in the Tamir River, which is abundant and used to water livestock and irrigate 
vegetables. Surface water quality is acceptable. The city water supply system and solid waste 
management have shifted to the private sector and is currently run by the Undrakh Company. 
This company provides the hospital with good and abundant cold water for drinking, washing, 
and cooking 24 hours a day. No hot water is supplied, but the hospital provides it through an 
installed small-scale heating system. As it is located in the northern part of the country, 
groundwater is sufficient, suitable, and used for drinking, washing, cooking, and irrigating.   
 

5. Environmentally Sensitive Areas and Hazards. No environmentally sensitive areas 
were observed near the soum (district) health centers (SHCs).  
 

6. Air Quality. Outdoor and indoor air quality are satisfactory for the hospital and health 
centers. However, at times airborne particulates lower the air quality. The movement of 
livestock, pedestrians, and vehicles, as well as strong winds, may at times cause slight 
deterioration of indoor air quality, but not frequently or severely enough to cause concern.  
 

7. Vegetation. Vegetation around the hospital and health centers is typically in poor 
condition due to disturbance by grazing livestock and vehicular and pedestrian traffic. However, 
the traffic in the vicinity of the hospital complex is low.  
 

8. Endangered Species, Wildlife, and Wildlife Habitat. There are no trees in the hospital 
complex. Aside from various domestic animals (dogs, sheep, horses, goats, and cows), wildlife 
in and around the hospital is limited to birds, small rodents, and common insects such as 
grasshoppers and flies. The presence of endangered species is unlikely.  
 
D. Socioeconomic Description 
 

9. Administratively aimags are divided into soums and bags (villages). Each aimag 
population is around 19,000 (Arkhnagai and Tuv) to 16,000 (Dundgobi and Gobi-Altai). The 
typical soum has population of 3,000–4,000, of which 80% is herder community living away from 
the soum center and 20% are living in the soum’s center.  
 
10. Most households of communities in soum and aimag centers live on khashaa (individual 
plots) and only a small percent of the population live in apartments connected with a central 
water network and wastewater system. The majority of plots have a ger (traditional tent) and 
some have wood and mud or brick houses. The average plot is about 787 square meters and 
the average permanent house is about 59 square meters. Wood is the primary building material. 
Gers are typically 6 meters in diameter.   
 
11. Ger areas’ access to electricity supplies are relatively positive and sustainable in all 
aimags. For heating and cooking, some 95% of households use a simple stove burning primarily 
wood and about 20–80% of households supplement their wood supply with coal. According to 

Air Temperature (0C) Predominant Wind  
 
 
Aimag 

 
 
Altitude  
(meters) 

 
 

Latitude / 
Longitude 

Annual 
Average 

Precipitation 
(mm) 

 
High 

 
Low 

 
Mean 

 
Velocity 

 
Direction  

Arkhangai  1,900  N1060 / 460  E 400 + 23 - 32 18 4 m/s NW 
Dundgobi 1,400  N 1060 / 450 E 120 + 40 - 36 25 5 m/s NW 
Gobi-Altai 2,300  N 960 / 460 E 130 + 35 - 35 30 6 m/s W,NW 
Sukhbaatar 1,000  N 1130 / 460 E 150 + 40 - 37 32 5 m/s N, NW 
Tuv 1,950  N 1060 / 460 E 350  + 17 - 24 12 4 m/s N, NW 
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health statistics, respiratory disease occurrence is predominant among children of 0–14 years of 
age and is mainly related to air pollution. 
 
12. The main source of income varies as herders generate their income from sale of dairy 
products and such other materials as wool, cashmere, and meat. People in soum and aimag 
centers mainly work for government organizations and the private sector. 
 
13. Aimag General Hospital. Solid waste collection and disposal are provided by the town 
authority, but the hospital is responsible for the collection and disposal of its medical waste. This 
waste is disposed of on the hospital premises by burning in a locally constructed incinerator. 
 
14. Soum Health Center. Most facilities under the Project have similar problems, such as 
leaking roofs, structural cracking, limited electrical supplies, inefficient or nonoperating heating 
systems, poor energy efficient design, no reticulated water supplies, pit latrines for sewerage 
disposal, and unsatisfactory methods for disposing of clinical waste. Many buildings are more 
than 30 years old and have had little or no maintenance due to a lack of financial resources. 
Extreme weather conditions exacerbate the condition of the buildings. 
 
15. Medical wastes were normally burned in a simple metal drum or handmade stove 
without proper filters. Thus, it has some visual impact and release of some toxic gas. A local 
doctor interviewed reported that a typical SHC (serving 3,000-4,000 people) generates 3–5 
kilograms of waste (200–250 syringes, 30–40 plastic drip containers, and 100 gloves) per day. 
 
E.  Environmental Impacts and Mitigation Measures  
 

1. Construction Phase 
 
16. Adverse environmental impacts due to civil works will be minimal, of short duration, and 
mitigated by design and construction project management. There may be relocation and 
removal of existing trees and plants during construction, mainly due to building the water 
distribution systems, but trees around selected SHCs and family group practices will be 
replanted and other vegetation restored. Some areas, like Tariat soum, Arkhangai, have 
permafrost. These factors should be considered during building design and construction.  
 
17. To enhance energy efficiency, building standards will be applied to ensure that building 
seals are tight, making them resistant to leaks. The amount of heat required will be drastically 
reduced by, for example, insulating foundations, and using extruded rigid polyurethane 
insulation, rigid insulation for roofs, and metal thermally glazed windows and external doors. 
 

2. Operation Phase 
 
18. SHCs will establish water use contracts with local governments. Raw water quality is 
monitored by the aimag professional inspection agency together with the SHC doctor. Water 
quality will be measured against the national water quality standards. To prevent potentially 
harmful emissions from incinerators, emission stacks will be located downwind of buildings. The 
remaining ash and residues should be removed and transported and dumped in accordance 
with established standards. The Project will establish water supply networks with septic sewage 
systems and improve management of hazardous medical waste by building small incinerators 
with capacity to burn at least 5–10 kilograms of waste. 
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F.  Institutional Requirements and Environmental Monitoring Plan  
 

19. Government procedures require that the Project’s Executing Agency apply to the local 
aimag environmental department for advice and clearance on environmental matters. That 
department will (i) review the proposed project at the screening stage to determine the category 
of potential environmental impact; (ii) review the assessment, including the associated 
environmental management and environmental protection plans; and (iii) coordinate with the 
local professional inspection department.   
 
20. The aimag environment department reviewed and approved the initial environmental 
examination, including the environmental monitoring plan and impact mitigation measures.  
 
21. The post-development operations phase of the Project is monitored by the aimag 
professional inspection department, which also has the authority to require suspension of 
activities if the conditions of environmental protection are not followed. The aimag professional 
inspection department has four main units, including the environment and safety office and the 
health and sanitation office. During the construction period, the environment and safety 
inspectors will especially monitor use of such locally extracted resources as wood, water, and 
sand. In the operational period, health and sanitation inspectors will monitor SHC activities, 
including the operation of incinerators and water quality.     

 
G.  Public Consultation and Disclosure  
 
22. In preparing the environmental examination, field visits and interviews were conducted 
on 16–17 April 2007 among community members of selected project sites. Local stakeholders, 
including hospital directors, nurses, patients and family members of patients, were consulted. 
The focuses of public consultation was to provide an introduction to the proposed project activity 
and assess the general attitude towards improving or building a new SHC, as well as the major 
environmental concerns of local affected people.  
 
23. All community members were positive about rehabilitating or building a new SHC and 
believed that the improved SHC would provide better primary health care. The main 
environmental concerns regarded noise and dust pollution during construction.  
 
H.  Findings and Recommendations  
24. Based on screening of possible environmental consequences, it was determined that the 
Project’s components will have no significant environmental impacts. The subprojects will not 
adversely affect natural resources and will greatly improve primary health care in rural areas. 
 
25. Local collection of construction materials, such as wood, sand and other materials, will 
be supervised and monitored by soum environment inspectors. Contractors must pay some fees 
under the law on fees for use of natural resources adopted by parliament.  
 
26. A water use contract will be established between the SHC and local government office. 
The quality of the water will be inspected by the aimag professional inspection department to 
ensure that it meets the national standard for water.  
 
I.  Conclusions  
 
27. It is concluded that the Project can be classified as category B for the purpose of 
environmental impact. It will thus not require preparation of a full environmental impact 
assessment.  




