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COUNTRY AT A GLANCE 
 

Economic 2007 2008 2009 2010 2011 
GDP ($ billion, current) 4.24 5.61 4.57 6.24 8.56 
GDP per capita ($, in current prices) 1,436 1,837 1,817 2,251 3,049* 
GDP growth (%, in constant prices) 10.2 8.9 (1.3) 6.4 17.3 

Agriculture  14.4 4.7 3.6 (16.6) 0.3 
Industry  7.0 (0.8) (0.4) 4.3 10.1 
Services  11.9 16.6 0.8 9.8 17.1 

Gross domestic investment (% of GDP) 38.7 43.6 34.4 40.8 58.5 
Gross domestic saving (% of GDP) 38.3 29.1 27.5 32.6 35.2 
Consumer price index (annual % change) 9.6 28.0 7.6 10.1 9.6 
Liquidity (M2) (annual % change) 44.3 21.2 2.5 40.9 59.9 
Overall fiscal surplus (deficit) (% of GDP) 2.7 (4.5) (5.2) 0.5 (3.6) 
Merchandise trade balance (% of GDP) (2.7) (12.7) (5.5) (4.7) (20.4) 
Current account balance (% of GDP) 1.8 (12.3) (7.5) (14.3) (30.0) 
External debt service (% of exports of goods and 
services) 

1.8 1.1 2.0 2.1 … 

External debt (% of GDP) 41.1 38.9 65.3 64.0 … 
      
Poverty and Social 2002 2007 2010 
Population (million) 2.48 2.64 2.83 [2011] 
Population growth (annual % change) 1.64 1.74 1.92 [2011] 
Maternal mortality ratio (per 100,000 live births) 109.5 89.6 45.5 
Infant mortality rate (below 1 year/per 1,000 live births) 58.0 17.8 19.4 
Life expectancy at birth (years) 63.6 66.5 68.1 
Adult literacy (%) 97.8 97.7 98.3 
Primary school gross enrollment (%) 89.0 94.8 98.6 
Child malnutrition (% below 5 years old) 7.0 7.0 [2006] 5.7 
Population below poverty line (%) 36.1 35.2 [2008] 39.3 
Population with access to safe water (%) 61.0 72.0 [2005] 72.6 
Population with access to sanitation (%) 52.0 77.0 [2005] … 
      
Environment           2008 2010  
Carbon dioxide emissions (thousand tons) 14,240.8 [2002] 11,256.0  
Carbon dioxide emissions per capita (tons) 5.7[2006] 4.1  
Forest area (million hectares) 14.2 10.9  
Urban population (% of total population) 61.8 63.3  

 
 
 
 
 
 
 
 

… = not available, ( ) = negative, [ ] = latest year for which data are available, ADB = Asian Development Bank, ADF 
= Asian Development Fund, GDP = gross domestic product, M2 = broad money, *ADB staff estimate.  

 
Sources:  ADB (Asian Development Outlook database, Loan and Grant Financial Information Services, Project 
Performance Reports), National Statistical Office, Ministry of Health, Ministry of Finance, Bank of Mongolia, UNICEF 
(Fourth National Nutrition Survey Report). 

 
 

ADB Portfolio (sovereign loans, as of 31 December 2011) ADF Total 
Total number of loans 8 8 
Net loan amount ($ million, cumulative) 247.22 247.22 
Disbursements   

Total funds available for withdrawal ($ million) 184.34 184.34 
Disbursed amount ($ million, cumulative) 97.93 97.93 
Percentage disbursed (disbursed amount/total available)  53.12 53.12 



 

 

I. DEVELOPMENT TRENDS AND ISSUES 

A. Country Background 

1. Mongolia is changing rapidly. Its economy has become highly dependent on mining, but 
with a large segment of the labor force engaged in low-productivity animal husbandry. The 
country has rebounded strongly from the financial crisis and with new large mines about to go 
into production, economic growth has accelerated and substantial increases in living standards 
for all are now possible. But managing a process of mining-led growth is a notoriously difficult 
development challenge. Problems are already evident: (i) fiscal policy is highly procyclical, (ii) 
the environment is increasingly degraded, (iii) rural–urban migration is proceeding rapidly, 
overwhelming urban infrastructure and Ulaanbaatar’s air quality, (iv) education services are 
proving inadequate to meet labor market needs, and (v) inequality is widening. A firm economic 
recovery has opened the door to rapid growth, yet it is narrowly based and could falter because 
of daunting infrastructure and human resource constraints. Inadequate standards of governance 
and rising levels of corruption are already a source of concern. Unless managed appropriately, 
these challenges could threaten economic and social stability, and sustainability of the growth 
process. While Mongolia enjoys abundant water and forestry resources, it is highly vulnerable to 
natural disasters and climate change. As its territory is predominantly permafrost, the potential 
for large-scale emissions through release of methane is high. 
 
2. One of the keys to Mongolia’s success has been a democratic polity that has managed 
transition peacefully while retaining a commitment to free trade and market-led reform. Five 
parliamentary elections have been held since the 1990s, and all have been deemed free and 
fair by international observers. Democratic laws and institutions, including a free press and 
independent judiciary, have been established and a small but vocal civil society has emerged. A 
bipartisan coalition government was formed in the fall of 2008 and was sustained through 
presidential elections in May 2009 and the resignation of the Prime Minister in October 2009. 
Bipartisan support allowed the government to respond promptly to the severe financial crisis of 
2008/09 and to make major decisions on investment policies in the mining sector. The coalition 
ended in January 2012 as campaigning for the June 2012 parliamentary elections began.  
 
3. Poverty and Millennium Development Goals. Although a decade of strong economic 
growth has substantially boosted average incomes, poverty remains a challenge for Mongolia. 
In 2010, an estimated 39.3% of the population was living below the poverty line, with nomadic 
families, households headed by women, and recent urban migrants registering a high poverty 
incidence. Inequality is severe between the urban and rural areas, especially in the western part 
of the country. This is reflected in poor and unequal access to basic social services in 
underserved peri-urban and rural areas, and in terms of access to information, decent urban 
housing, and infrastructure. However, good progress has been made in reducing non-income 
poverty. Maternal and infant mortality rates have steadily fallen over the past two decades; there 
is near universal literacy; and primary and secondary school gross enrolment is over 90%. 
Mongolia is well on-track to meet its Millennium Development Goal (MDG) commitments. 
 
4. Although Mongolia ranks high on the gender development index (0.727), persistent 
gender gaps remain. Emerging trends include a reversal in women's participation in national 
politics, increasing wage gaps, and continued male dominance in key sectors. Despite 
improvements in several MDG indicators in health and education, there is a reverse gender gap 
with women being better educated and healthier than men. The official unemployment of 
women in 2008 was 38% higher than that of men, a significant surge from 18% in 2004. An 
estimated 54% of women are engaged in the informal sector, where earnings are low and 
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insecure. Mongolia’s environment continues to be marked by the rapid socioeconomic changes 
of recent years, and a legacy of unresolved problems such as pastureland management, 
inefficient use of water resources, and insufficient capacity for monitoring and oversight. Climate 
change is adding to existing vulnerabilities, particularly for herders and other rural dwellers who 
derive their living from natural resources. While relatively sound environmental laws and 
regulations are now in place, these outstrip the capacity of local enforcement. 
 
B. Economic Assessment and Outlook 

5. Mongolia’s transition from central planning to a market economy compares favorably 
with other countries. From generating virtually 0% of gross domestic product (GDP) in 1990, the 
private sector now generates 65%–70% of GDP. GDP has grown on average by about 8% per 
annum since 2003, more than tripling the per capita GDP from $638 in 2004 to $2,251 in 2010. 
Growth was driven by mining, construction, livestock development, services and inward 
remittances. Foreign direct investment has increased rapidly, and the conclusion of the $5 
billion Oyu Tolgoi mining agreement in 2009 has provided a boost to growth and to Mongolia’s 
reputation as a market for mining investment. Mongolians working abroad contribute to the 
economy with official net remittances, estimated at $60.5 million in 2011 (0.7% of GDP), serving 
as an important source of finance for small enterprises. 
 
6. Thanks to vast mineral resources and sound policies, Mongolia is one of the fastest 
growing countries in the region. If carefully managed, the country’s growth will translate into 
significant poverty reduction and Mongolia’s emergence as a middle-income country. Yet 
several binding constraints must be overcome to achieve sustainable and inclusive growth. 
Infrastructure is inadequate to realize the full potential of mining sector development and could 
retard efforts to foster more diverse private sector activity and improved access to basic 
services. Despite a strong government commitment to health and education, a fundamental 
skills mismatch and inefficient health services prevent many Mongolians from participating in the 
new mining- and services-based economy.  
 
7. Mongolia was one of the countries hardest hit by the global downturn of 2008/09. The 
principal transmission channel was the collapse in mineral prices, especially copper, which 
provided about 30% of government revenues in 2008. As copper prices plummeted in 2009, 
Mongolia’s exports declined, the exchange rate depreciated, and weak domestic demand 
caused imports to fall. Government revenues declined, and while spending was cut the fiscal 
deficit rose from a surplus of 2.7% of GDP in 2007 to a deficit of 5.2% of GDP in 2009. The 
financial sector suffered from governance weaknesses and the knock-on effects of the balance-
of-payments crisis; two major commercial banks were placed in receivership, and the ratio of 
nonperforming loans reached 17.5% of total loans outstanding at the end of 2009. 
Simultaneously, the 2009/10 dzud led to losses of over 10 million heads of livestock.1

 

 With the 
main source of livelihood lost, many rural herders migrated to already overstretched urban 
centers, especially Ulaanbaatar. 

8. The government responded promptly to the financial market and climatic shocks.2

                                                
1 Severe winter conditions and shortage of animal fodder resulting in a local natural disaster is known as a dzud. A   

grant of $2.5 million from the ADB’s Asia Pacific Disaster Response Fund was used to respond to the 2010 dzud. 

 The 
authorities entered into an 18-month standby arrangement with the International Monetary Fund 
(IMF) for the 2009–2010 period and secured additional program financing from the Asian 
Development Bank (ADB), the World Bank, and the governments of Australia, Japan, and the 

2 The United Nations Development Programme is coordinating disaster response assistance to mitigate the adverse  
effects of the dzud including emergency imports of fodder and medical supplies. 
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United States. The government performed strongly under the IMF program, which concluded in 
September 2010. Efforts to consolidate the government’s fiscal position, tighten monetary 
policy, establish greater exchange rate flexibility, and attract foreign investment in the mining 
sector helped contain the real decline in GDP for 2009 at 1.3%. With a recovery in commodity 
prices and strong growth in minerals sector investment, the economy started to recover in the 
fourth quarter of 2009. Economic growth reached 6.4% in 2010, and 17.3% in 2011.  
 
9. The direction of fiscal policy is of increasing concern. After recording a small fiscal 
surplus in 2010, government expenditure reached 44.2% of GDP in 2011 as spending on social 
transfers, wages and cash transfers surged. Government revenue increased by 40.9%, 
supported by higher global commodity prices, and the budget deficit was 3.6% of GDP. The 
budget for 2012 foresees public expenditure growth of 31.8%. The budgets for 2011 and 2012 
represent a return to pro-cyclical fiscal policy fuelling inflation, increasing the vulnerability to 
external shocks and raising concern about the resilience of the economy should there be 
another downturn. The government has indicated its commitment to the Fiscal Stability Law of 
2010 and compliance with the law’s numerical targets which will take effect in 2013. 
 
10. Mongolia will need to boost its competitiveness if the growth process is to be more 
inclusive and sustainable. The mining sector will generate exports and revenues, but it will not 
generate many jobs. Mongolia’s competitiveness suffers from infrastructure that is absent in 
many places and rapidly deteriorating in others. The main heating and power system in 
Ulaanbaatar is well beyond its economic life and is vulnerable to failure. The roads to the border 
are incomplete and in poor shape, as are the logistics and customs infrastructure. Poor 
infrastructure and weak trade facilities and systems lead to costly transport, complex logistics, 
and long transit times. In urban areas access to water supply, sewerage and sanitation services 
is incomplete. Businesses face a growing mismatch between skills demanded and those 
produced by the education system. Corruption and discontent with governmental administrative 
processes also adversely affect investment decisions. 
 
C. Highlights of Previous ADB Country Strategy 

11. The 2006–2008 country strategy and program (CSP) focused on support for stable 
broad-based economic growth and inclusive social development. Preparation of a new country 
partnership strategy (CPS) started in 2008 but was suspended in January 2009 due to the 
economic crisis. A country operations business plan, 2009–2012 placed continuing emphasis on 
protecting essential social services and improving the social protection system as part of a 
coordinated development partner response to the financial crisis. ADB assistance was adjusted 
to meet changing priorities and project readiness criteria. It remained relevant and responsive to 
the changing needs and priorities of the country. ADB was successful in (i) helping the 
government achieve higher rates of GDP growth, private investment, and international trade; (ii) 
improving access and quality of education, health, and urban services; and (iii) providing 
essential social services during the financial crisis of 2009. Key lessons from the previous CSP 
period are that Mongolia’s narrowly based and open economy is highly vulnerable to boom-and-
bust cycles and that mineral revenues and public spending must be carefully managed if mining 
sector-led growth is to facilitate a process of economic and social development that is inclusive 
and sustainable.3

 
 

12. In 2008, ADB’s Independent Evaluation Department undertook a country assistance 
program evaluation (CAPE) for 1998–2007. It found that ADB support was well-positioned, 

                                                
3 Country Strategy and Program Final Review (accessible from the list of linked documents in Appendix 2). 
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effectively delivered, and successful. Most achievements were made in the transport, education, 
and urban sectors, where there was strong government ownership, major sector policy reforms, 
judicious use assistance, and coordination of external assistance support. Support to education 
contributed to the consolidation of the primary school system and to steady improvements in the 
quality and relevance of basic educational services during a period of severe economic decline. 
Assistance to the financial sector has helped the country overcome the adverse effects of the 
Asian financial crisis, develop financial institutions and markets, and introduce a mortgage 
market. ADB assistance to transport contributed to restoring civil aviation services, establishing 
a north–south transport corridor, and improving trade facilitation procedures. In the urban 
sector, ADB support has extended the lifespan and efficiency of Ulaanbaatar’s district heating 
system and provided access to essential municipal services in 13 secondary towns and cities. 
 
13. The CAPE concluded, however, that efforts to provide assistance in many sectors, in 
many implementing agencies, and in many parts of the country had weakened opportunities for 
cross-project synergies and has resulted in a proliferation of small, high-transaction cost 
activities. It recommended that greater focus and selectivity be fostered in the new CPS. This 
could be achieved, for example, by drawing on new financing instruments (i.e., blend, ordinary 
capital resources (OCR), public–private partnerships [PPP]) to boost project size and by 
concentrating projects geographically, especially in fast growing urban areas. The CAPE 
recommendations have been considered in preparing this CPS. 
 
14. ADB has been the government’s single largest source of official development financing. 
Between 1991 and 2011, Mongolia received loans for 45 projects totaling $825.5 million. In 
addition, 12 Asian Development Fund (ADF) grant projects totaling $172.2 million were 
approved from 2007, when Mongolia became eligible for ADF grant financing. The ongoing 
portfolio, as of 31 December 2011, consists of 8 loans for a total of $247.22 million and 12 ADF 
grants for a total of $172.2 million. As of 31 December 2011, the active technical assistance 
(TA) portfolio consisted of 22 TA projects totaling $22.18 million and 12 Japan Fund for Poverty 
Reduction projects totaling $26.3 million. Three TA projects have also been financed by the 
Republic of Korea e-Asia and Knowledge Partnership Fund totaling $1.5 million. Demand for 
ADB resources has far outstripped supply. Mongolia became eligible for OCR in August 2011, 
which positions ADB to assist the government to address substantial demands for improved 
infrastructure and services. In March 2012 Mongolia gained access to financing from the 
International Bank for Reconstruction and Development. 
 
15. All of the ongoing ADB projects are expected to achieve their development outcomes. Of 
the 22 performance evaluation reports and project completion reports for projects completed 
during 1996–2011, 4 were rated highly successful, 10 successful, and 8 partly successful. While 
project outcomes are expected to be broadly satisfactory, delays in implementation, significant 
departures from the project scope, and frequent extensions in loan closure have weakened the 
efficiency with which ADB resources are utilized. Project and portfolio performance is 
summarized in the country and portfolio indicators.4

 
 

II. THE COUNTRY STRATEGY 

A. Government National Strategy 

16. The government’s poverty reduction strategy is defined in the National Development 
Strategy (NDS) which has six main priorities: (i) achieve the MDGs; (ii) develop an export-

                                                
4 Country and Portfolio Indicators (accessible from the list of linked documents in Appendix 2). 
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oriented, high-technology, knowledge-based economy; (iii) exploit strategic minerals to build 
savings, growth, and a modern processing industry; (iv) develop regions and infrastructure to 
reduce urban–rural disparities; (v) halt ecosystem imbalances; and (vi) consolidate political 
democracy and an accountable system free from corruption and red tape.5

 

 NDS targets for 
2021 include per capita income of $11,000, expansion of manufacturing, and a near-elimination 
of poverty. Strong growth that capitalizes on the proximity of markets in the People’s Republic of 
China (PRC) and the Russian Federation, and increased infrastructure investment that mining 
revenue will usher in are forecast to boost revenues, public expenditures, and private 
investment substantially. The NDS targets infrastructure, housing, capital markets development, 
and human resources as a means to capitalize on the potential of large growing neighboring 
markets, abundant mineral resources, unique ecosystems, and lifestyles.  

B. ADB Country Strategy 

17. In line with ADB’s Strategy 2020 and the government’s NDS, ADB will support the 
government to achieve inclusive and sustainable growth.6

 

 ADB will assist the government to 
generate and sustain employment by addressing priority infrastructure gaps (especially those 
required for connectivity), regional economic integration, and access to basic urban services. 
Second, the strategy will emphasize social development, particularly access to education aimed 
at addressing a skills mismatch, and efficiently delivered health services. Underlying the 
strategy will be an emphasis on capacity development, policy reform, and creating an enabling 
environment for PPPs. The result will be fewer bottlenecks to growth, increased access to basic 
services, and wider participation in the growth process. The strategy will help foster a growth 
process that is more equitable and efficient. 

18. ADB’s priorities in support of infrastructure, including regional cooperation, education, 
and health, closely intersect with NDS priorities and strategies. ADB assistance will also be 
carefully positioned to complement other sources of development assistance. Aid terms are 
expected to harden, and the number of major donors will likely decline, as new mining projects 
come on stream and average incomes rise rapidly. Although Mongolia is eligible to participate in 
many climate-related multilateral programs, it has not been very engaged to date, and ADB will 
provide support to enhance its participation in the Climate Investment Funds, the Global 
Environment Facility and other related funds. In addition to ADB, key donors active in Mongolia 
include the Government of Japan, the Government of the Republic of Korea, the Government of 
the PRC, the World Bank, the European Bank for Reconstruction and Development, the 
European Union, the Millennium Challenge Corporation, and the UN Development Group. 
Annual official development assistance levels have remained stable in recent years, at around 
$200 million–$250 million per year, though they constitute a declining share of GDP and public 
investment. With the exception of the 2009 crisis-related financial support, donor programs have 
tended to be extra-budgetary. Donor coordination was enhanced in 2007 when the government 
established six technical working groups to foster harmonization. Technical meetings to foster 
the government–partner dialogue are held annually. A list of development partners and their 
areas of interest in Mongolia is in the linked document, Country and Portfolio Indicators. 
 
19. Sound policies and strong institutions are key to Mongolia's future. ADB’s new country 
strategy will help the government make the best possible choices in this regard, especially in 
investing its rapidly-expanding budgetary resources and mobilizing external financing. ADB's 
                                                
5 Government of Mongolia. 2007. Millennium Development Goals-Based Comprehensive National Development 

Strategy of Mongolia. Ulaanbaatar. 
6 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila. 



 

 

6 

strategy is built on two pillars, both of which are designed to generate sustained and diversified 
employment: (i) competitive, sustainable, and regionally-integrated growth; and (ii) inclusive 
social development. ADB will support its first strategy pillar by improving the enabling 
environment for the private sector. Selective investments are planned in transport, energy, and 
municipal development, and greater emphasis will be placed on PPPs and regional cooperation. 
Access to and relevance of education and policy reforms in the health sector will be key building 
blocks of the second strategy pillar. ADB intends to maintain its leading role in the education 
sector by using core resources to support skills development through higher education reform 
and vocational training and by remaining active in primary and preschool education through its 
ongoing programs and the mobilization of additional external resources. In the health sector, 
ADB will build on past assistance and continue to improve health services to create an enabling 
environment for other players (including the private sector) to sustain health reforms. 
 
20. Private sector development and good governance will be thematic drivers of change, 
supporting the government’s effective use of abundant resources that mining is expected to 
generate. ADB will improve the government’s financial management and effectiveness of public 
expenditure; strengthen financial markets to support long-term investment, innovation and 
access to finance; enhance ADB’s portfolio performance; and combat corruption. ADB will 
mainstream regional cooperation, environmental sustainability, and gender equality into its 
operations. Poverty reduction, and in particular achieving the MDGs, remains the overarching 
goal of ADB assistance and of the NDS. The results framework (Appendix 1) shows how the 
strategy is aligned with the NDS. 
 
21. ADB support is expected to grow and play an increasing catalytic role. Mongolia is 
approaching middle income levels, has a relatively low and sustainable level of public debt, and 
will need considerable public investment in the decade to come. ADB expects to offer Mongolia 
access to new ADB sources of finance and new lending instruments, including multitranche 
financing facilities and local currency finance to meet Mongolia’s evolving needs. At the same 
time, ADB will use its assistance to catalyze financing from other sources by improving the 
enabling environment for private sector participation in infrastructure and service delivery, and 
by addressing policy, regulatory, and capacity constraints. Increasingly, ADB will support larger 
and more strategic interventions using a mix of concessionary ADF financing and OCR 
resources, while leveraging assistance with private investment and support from other partners. 
As the enabling environment for the private sector is improved, a growing role for ADB’s private 
sector operations is also envisaged. 
 

III. STRATEGY IMPLEMENTATION 

A. Indicative Resource Parameters 

22. Mongolia has been reclassified from Group A to Group B status, providing access to a 
blend of ADF and OCR resources. Lending during 2012-2016 will amount to about $739.9 
million. Subject to regional ADF allocation and country performance-based allocation, and 
availability of OCR funds, a total lending program of $439.9 million for 2012–20147

                                                
7 Country Operations Business Plan, 2012-2014 (accessible from the list of linked documents in Appendix 2) 

 is envisaged, 
of which $167.5 million would be provided from ADF country allocation, $206.7 million provided 
from OCR financing, and some $65.7 million is envisaged to be financed through ADB’s ADF 
regional program of assistance. An annual average of $6.0 million in TA resources is to be 
provided, with recourse made to TA trust funds to finance about half of total TA requirements. 
Private sector operations are expected to play an important financial and catalytic role as 
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progress is made in fostering PPPs. Funding levels will also be subject to the annual country 
performance assessment exercise. Revised cost-sharing and financing parameters for Mongolia 
were approved in June 2010 and will remain valid through this CPS period.8

 
 

B. Program Overview 

1. Sectors of ADB Support 
 

23. Transport. Mongolia has a limited transport system with high transit costs and low 
reliability of logistics chains. Massive transport investments are needed to support economic 
competitiveness of mining and other sectors. ADB’s strategy for the sector will (i) reduce 
transport and logistics costs for trade, thereby fostering regional integration; (ii) enhance 
transport efficiency and safety through PPP; (iii) enhance urban efficiency through improved 
urban transport infrastructure and services; (iv) develop cost-effective solutions to enhance rural 
accessibility; and (v) improve sector institutional, financial management, and human capacity, 
notably to ensure asset sustainability. While maintaining its support for the road subsector, ADB 
will gradually broaden its focus to cover other transport subsectors and multimodal transport 
system development. Investment priorities for ADB support include the Western Regional Road 
Corridor, a public transport system for Ulaanbaatar, and modern logistics infrastructure and 
systems—initially in Zamyn Uud at the PRC border and thereafter in Ulaanbaatar. In line with 
the Central Asia Regional Economic Cooperation (CAREC) transport program, ADB will 
contribute to (i) harmonizing cross border transport procedures, (ii) developing and improving 
regional and international transport corridors, (iii) harmonizing transport regulations, and (iv) 
improving sector funding and management. Policy dialogue will focus on transport planning, 
maintenance financing, institutional development, road safety, and PPP promotion. 
 
24. Energy. Combined heat and power (CHP) plants that are polluting, obsolete, and 
energy-inefficient are currently supplying Ulaanbaatar’s main heating and electricity needs. 
Heating is essential because of Mongolia’s cold temperatures; providing it in ways that reduce 
pollution will improve urban health. ADB support for the energy sector will foster energy security 
by encouraging the provision of reliable, adequate, and affordable energy for inclusive growth in 
a socially, economically, and environmentally sustainable manner. Support will be provided to (i) 
improve environmental quality and energy efficiency in major power plants by upgrading 
inefficient CHP plants and constructing a new CHP plant in Ulaanbaatar through an appropriate 
project financing structure including PPP; (ii) improve energy access and efficiency in urban 
centers and remote rural areas, (iii) initiate measures to support cross-border power 
transmission and foreign direct investment in the sector; and (iv) build capacity in energy 
sector planning by (a) updating the energy sector master plan for 2010–2020, (b) drafting energy 
conservation law and energy efficiency action plan, and (c) establishing an enabling environment 
for PPPs in the sector. ADB's support for export-oriented energy sector development will be 
provided primarily through the CAREC program and will focus on power trade. 
 
25. Water supply and other municipal infrastructure and services. Close to half of 
Mongolia’s population now resides in Ulaanbaatar. While this brings important scale economies 
for commerce and services, it has resulted in traffic congestion, severe levels of ambient 
pollution, under-serviced settlements, and housing shortages. ADB assistance will contribute to 
an efficient and financially sustainable urbanization process that contributes to MDG targets and 
improves air quality and reduces soil and water pollution, especially in Ulaanbaatar. Assistance 
will be provided to improve the urban development process, together with catalytic investment 
                                                
8 Country Cost-Sharing Arrangements and Eligible Expenditure Financing Parameters (accessible from the list of 

linked documents in Appendix 2). 
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support to improve urban services especially in Ulaanbaatar. ADB will focus on (i) enhancing 
service provision in water supply and wastewater management through a multitranche financing 
facility and supporting efforts toward climate change adaptation by encouraging water reuse; 
and (ii) improving urban sector management that encourages improved physical and investment 
planning, and through effective delegation of selected urban services.  
 
26. Education. Skill shortages and skill mismatches plague practically all sectors of the 
economy. ADB will assist the government to enhance the quality of the skilled labor force by (i) 
improving sector governance, management, and donor coordination; and (ii) strengthening 
higher education and technical and vocational education and training. Future ADB assistance in 
the education sector will support policy reforms, capacity building, and investments in line with 
the government’s Education Sector Master Plan by (i) providing advisory and capacity building 
support to help the government improve sector governance, management, and donor 
coordination; and (ii) reforming and rationalizing the higher education and technical and 
vocational education and training systems through a series of operations that will provide 
support for a mix of regulatory and fiscal measures, curriculum reform, quality assurance, 
research, capacity building, and professional development of staff and by encouraging private 
sector participation.9

 
 

27. Health. Health sector reform has progressed more slowly than in other sectors, and 
health sector spending continues to be dominated by curative services provided in aging public 
sector hospitals, which are underutilized and inefficiently managed.  Recently, however, there 
have been encouraging signs of reform. ADB assistance will build on this positive momentum 
and contribute to better sector governance and improved provision of quality health care. ADB 
assistance will be aimed at sector policy and institutional reform and will be designed in close 
cooperation with development partners better positioned to contribute to building technical 
competence in health service delivery. In line with the health sector master plan, ADB will 
provide assistance for improved financial management, including health insurance; hospital 
rationalization; strengthening primary health care; facility upgrading, capacity building, and 
improving drug safety. 
 
28. Development partner coordination. Coordination is enhanced by a system of regular 
“technical meetings” between development partners and government and sector specific 
working groups. ADB leads the Education Development Coordination Mechanism with the 
government of Japan and participates actively in the infrastructure, finance, and private sector 
working groups established amongst the resident partners. Policy coordination between ADB 
and the other international financial institutions is closely coordinated through complementary 
programs of support for economic reform and financial sector reform.  The establishment of 
ADB’s Mongolia Resident Mission in 2001 has significantly improved partner coordination, 
which will continue to be emphasized during the CPS period. 
 

2. Thematic Drivers of Development Change 
 
29. Gender equity. ADB assistance for gender equality will be mainstreamed in all relevant 
operations in ways that promote (i) equal capabilities in women, men, girls, and boys; (ii) equal 
access to resources and opportunities; (iii) policy formulation for gender equality; and (iv) 
equality in decision making and rights. Gender mainstreaming in ADB projects will address 
critical gender issues regarding access to and affordability of services, involving civil society in 

                                                
9 Ministry of Education Culture and Science, 2006, Education Sector Master Plan of Mongolia 2006-2011, 

Ulaanbaatar. 
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project design and implementation, and supporting the collection of sex-disaggregated data for 
use in sector and investment planning. ADB assistance to foster gender awareness and equality 
will complement assistance provided by other development partners and stakeholders. 
 
30. Good governance. Rapid growth in mining revenues is bound to test the government’s 
efforts to combat corruption and foster standards of good governance. ADB will focus its efforts 
to improve the transparency, accountability and integrity of public spending in the sectors in 
which it is active. It will pay special attention to building country systems to improve core 
accountability functions—mostly in procurement, audit, and results-based management—and 
fostering good governance in service delivery. Procurement advisors will be assigned to major 
infrastructure projects to ensure probity and integrity in all ADB-financed procurements. ADB will 
assist the government to identify fiduciary risks in sectors of ADB operation, and provide help to 
improve planning and financial management and strengthen capacities to combat corruption. 

31. Private sector development. ADB will encourage private participation in financing and 
management of infrastructure and social services, and increase access to finance by 
strengthening financial intermediation through the banking sector. ADB has provided technical 
assistance to develop institutional and regulatory capacities of the PPP unit formed under the 
State Property Committee.10

32. Regional cooperation. Deepening regional integration and economic cooperation is 
essential for enhancing Mongolia’s competitiveness and for diversifying economic activity. To 
help accomplish this, ADB will (i) continue to support Mongolia’s integration into international 
road and rail networks through public and private windows; (ii) help the country exploit its 
potential for energy exports; and (iii) support regional dialogue to address cross-border 
concerns such as environmental protection and containment of contagious disease. Under the 
CAREC program, ADB will support the completion and expansion of strategic transport 
corridors and foster associated trade facilitation that is essential for the expansion of private 
sector trade and investment between neighboring countries. ADB’s support for export-oriented 
energy sector development will be provided primarily through the CAREC program, which will 
explore opportunities for advancing PPPs to develop energy resources for export, and 
encourage knowledge sharing between Mongolia and other members. 

 It will further strengthen the enabling environment for PPPs, and 
support model PPP transactions in power, transport, and urban services. ADB’s private sector 
operations will focus on the infrastructure, energy, natural resources, and financial sectors. 
They will accord priority to pioneering projects with innovative contractual and financial 
structuring to encourage private sector participation, enhance management expertise, and 
improve corporate governance. ADB will mobilize additional resources through various means, 
including local currency financing, and will continue supporting trade through the Trade Finance 
Program by providing guarantees and loans to partner banks. Ensuring secure and diversified 
employment will be central to ADB’s strategy. ADB will support investments that benefit the 
entire labor force, including those in agriculture/livestock-related businesses, and prepare 
Mongolia’s youth for the changing labor market. 

 
33. Environmental sustainability. Environmental sustainability will be promoted in all the 
sectors in which ADB operates. ADB will support sustainable transport and urban development, 
including investments in transportation and improved mobility through both its public and private 
windows. Urban investments in water supply, sanitation, and urban planning will employ clean 
technologies to address low-carbon growth and emission reduction. ADB will help Mongolia to 

                                                
10 ADB. 2010. Technical Assistance to Mongolia for Public Private Partnership Development. Manila (TA 7577-MON, 

$500,000, approved on 17 August). 
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adapt to the unavoidable impacts of climate change by supporting (i) emergency assistance; (ii) 
“climate-proofing” projects; (iii) the efficient use and sustainable management of natural 
resources such as water bodies, forest reserves, and grasslands; and (iv) the protection of 
biodiversity. In the energy sector ADB will replicate successful approaches to increase energy 
efficiency in heat and power supply utilities, and promote renewable energy. One of ADB’s main 
contributions to reducing high per capita greenhouse gas emissions is to improve efficiency 
levels in the power plants. ADB will promote international best practices in climate change 
mitigation and adaptation, and assist Mongolia’s access to Climate Investment Funds. 
 

IV. RESULTS MANAGEMENT 

A. Monitoring 

34. A CPS results framework (Appendix 1) was designed to focus ADB assistance on the 
delivery of results. The results framework will serve as a management tool for ADB and the 
government in several respects: (i) progress made in achieving outcomes will be carefully 
monitored each year through ADB project and TA review missions and annual portfolio reviews, 
(ii) individual project and program interventions will be designed to contribute to CPS outcomes, 
and (iii) the results framework will be used for tracking and evaluating the success of the CPS. 
 
35. The government has incorporated a results-based framework into its development 
planning process, and the establishment of the National Development and Innovation 
Committee underscores the government’s commitment to strengthen the coordination of 
planning efforts. Working in close cooperation with Mongolia’s development partners, ADB will 
assist the government to improve its capacity to manage for development results, particularly 
with respect to improving systems used for monitoring outcomes in the key sectors of ADB 
support. Knowledge management is an integral part of ADB operations in Mongolia. ADB will 
continue to provide assistance for the development of knowledge products and services through 
TA and a research advisory team to support capacity building for policy research methodology. 
 
B. Risks 

36. The mining sector is inherently volatile. The risk of another boom-and-bust cycle is high 
because of the size of the individual projects such as Oyu Tolgoi and Tavan Tolgoi, the 
country’s narrow economic base, its open trade regime, and a legacy of populist spending 
commitments. In addition, Mongolia is vulnerable to natural disasters, which have frequently 
proven to have major impacts on the nation’s society and economy. ADB’s strategy—helping 
Mongolia to improve its competitiveness and human resources and to strengthen its public 
sector financial management—is inherently aimed at reducing vulnerability to cyclical fiscal 
risks. Increasingly, ADB will incorporate disaster risk management into its planning and 
operations, and build capacity in this regard. 
 
37. There is also a general risk that the upcoming mining “windfall” could fuel corruption, 
erode governance standards, and weaken the authorities’ resolve to undertake policy and 
institutional reform. In line with Strategy 2020, ADB will emphasize good governance and 
capacity development as a key driver of change. ADB’s strategy is aimed at mitigating these 
risks by providing support for anticorruption activities, improved transparency in procurement in 
ADB projects, and improved integrity in all key sectors. ADB’s financial and fiduciary safeguards 
will be upheld in all operations, with special efforts made to strengthen procurement capacities 
and procedures to help mitigate fiduciary risks. 
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COUNTRY PARTNERSHIP STRATEGY RESULTS FRAMEWORK 
 

Country Development Goals 
1.  Increase per capita gross domestic product (GDP) to $6,000 by 2015  
2.  Foster employment to generate jobs for 40,000 persons a year by 2015 
3.  Reduce poverty incidence to 18% of the population by 2015 
4.  Keep public investment at 8%–10% of GDP 
5.  Private investment to average 16% of GDP from 2011 to 2015 (a doubling from 2007) 
6.  Meeting education and health-related Millennium Development Goals by 2015 
7.  Ensure that sector strategies and budgets are well-linked 
 

Sectors Selected for ADB Support 

Government Sector 
Objectives 

Sector Outcomes that ADB 
Contributes to and Indicators 

ADB Areas of 
Intervention 

ADB Indicative 
Resource Allocation 

and Thematic Priorities 
1. Transport (2020 Core Areas 1 and 3: Infrastructure, and Regional Cooperation and Integration) 
Regional trade 
development 

Improved 
competitiveness of 
Ulaanbaatar 

Improved access of rural 
populations to markets 
and public services 

Increased capacity of the 
transport sector 
institutions and industry 

More efficient movement of people and 
goods in urban and rural areas and 
across borders 
Indicators: 
Total freight turnover in ton kilometers 
increases by 10% annually up to 2016 
from 12.1 billion in 2010 
Average speed with delay on CAREC 
corridor 4b (road and rail) reaches 
CAREC’s average of 18 kilometers per 
hour (kph) by 2016 (2010 baseline: 
4 kph) 

Public transport journeys along 
Ulaanbaatar’s north–south corridor 
increase by 15% from 164,000 average 
daily in 2010 

100% of aimag centers are linked with 
Ulaanbaatar with paved roads by 2016 
(2009 baseline: 33%) 

Regional road 
corridors, road sector 
capacity development; 
logistics and cross 
border trade 
infrastructure, urban 
transportation 

$301.9 million, 69% of 
total envelope1 (including 
urban transport), of which: 

ENV: 66% 
RCI: 54% 
GEN+EGM: 87% 
PSD: 67% 
GOV: 100%  

2. Energy (2020 Core Area 1: Infrastructure) 
Energy security 

Improved energy access 

Energy conservation 

Improved energy access and efficiency 
in urban centers and rural remote areas 
Indicators:  
Electrification rate increases to 95% in 
2016 (2011 baseline: 90%) 

Energy consumption increases to 1,313 
megawatt electrical (MWe) in 2016 
(2011 baseline: 762 MWe) 

Combined heat and 
power for Ulaanbaatar, 
regional energy 
strategy, power exports 
to the People’s 
Republic of China 

$62 million, 14% of total 
envelope1, of which: 

ENV: 100% 
RCI: 0% 
GEN+EGM: 0% 
PSD: 100% 
GOV: 100% 

3. Education (2020 Core Area 5: Education) 
Improved quality, 
access, efficiency, and 
effectiveness of the 
education sector 

Improved educational attainment and 
improved quality, access, efficiency, 
and relevance in secondary education, 
higher education, and technical and 
vocational education and training 
(TVET)  
Indicators: 
Percentage of higher education 
graduates employed in fields in which 
they received training after graduation 
increases from 40% in 2007 to 50% by 
2016 

Secondary education, 
higher education 
reform, TVET 

$25 million, 6% of total 
envelope1, of which: 

ENV: 0% 
RCI: 0% 
GEN+EGM: 100% 
PSD: 100% 
GOV: 100% 
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Higher education net enrollment among 
the population in the age group of 18–
24 years increases from 47% in 2010 to 
50% in 2015 

The number of students enrolled in 
TVET institutions increases from 
46,945 in 2009 to 49,213 by 2015 

The number of students enrolled in 
priority subjects (natural sciences, 
engineering, technology, and 
agriculture) increases to 40% by 2016 
(from 26.8% in 2010) 

4. Health (2020 Area: Other Areas of Operation) 
Millennium Development 
Goal achievement with 
improved allocative 
efficiency and greater 
pro-poor focus 

Quality and financial accessibility of 
health services improved 
Indicators: 
Universal coverage of citizens’ health 
insurance in 2015 (2010 baseline: 80%) 

Proportion of government health sector 
budget allocated to primary health care 
increases to 25% in 2015 (2010 
baseline: 20.2%) 

% of illegal or substandard drugs in the 
market reduces to 13% in 2016 (2007 
baseline: 26%) 

Prevalence of hepatitis B and C among 
health workers is reduced to 12% in 
2015 (anecdotal baseline measurement 
in 2010 above 15%) 

Health insurance 
reform; drug safety; 
primary health care 
strengthening; 
efficiency and quality of 
hospital-based health 
services, including 
planning, management, 
blood safety, and waste 
management 

$15 million, 3% of total 
envelope1, of which: 

ENV  – 100% 
RCI   – 0% 
GEN+EGM – 100% 
PSD  – 0% 

GOV – 100% 

5. Water Supply and Other Municipal Infrastructure and Services (2020 Core Areas 1 and 2: Infrastructure and 
Environment [Livable Cities]) 
Improved financial 
sustainability of service 
provision 

Enhanced investment in 
operations, including 
infrastructure 
maintenance 

Improved urban 
environment, particularly 
improved air quality and 
reduced soil and water 
pollution 

Reduced urban 
congestion and improved 
urban efficiency 

Greater availability of municipal 
services and improved living conditions 
in urban areas 
Indicators: 
65% of urban population with access to 
potable water supply by 2016 (2008 
baseline: 46%) 

40% of urban population with access to 
adequate sanitation by 2016 (2008 
baseline: 27%) 

Average water consumption in ger 
areas at 10 liters per capita per day 
(l/c/d) by 2016 (2010 baseline: 6.5 l/c/d) 

Prevalence of intestinal and pulmonary 
infections decreases 15% by 2016 
(12,000 cases in 2010) 

Water supply and 
sanitation, other 
municipal services, and 
urban sector 
development 

$36 million, 8% of total 
envelope1

ENV: 100% 

, of which: 

RCI: 0% 
GEN+EGM: 100% 
PSD: 100% 

GOV: 100% 

ADB = Asian Development Bank, CAREC = Central Asia Regional Economic Cooperation, CPS = country partnership 
strategy, EGM = Effective Gender Mainstreaming, ENV = environmental sustainability, GEN = gender equity, GOV: 
governance, PSD = private sector development, RCI = regional cooperation and integration. 
Source: Asian Development Bank. 

                                                
1 The resource envelope reflected in the results framework is based on the Country Operations Business Plan 2012-

2014 (accessible from the list of linked documents in Appendix 2). 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/CPS/?id=MON-2012 

 
 

1. Economic Analysis (Summary) 

2. Poverty Analysis (Summary) 

3. Gender Analysis (Summary) 

4. Environment Assessment (Summary) 

5. Private Sector Assessment (Summary) 

6. Sector Assessment (Summary): Transport 

7. Sector Assessment (Summary): Energy 

8. Sector Assessment (Summary): Education 

9. Sector Assessment (Summary): Health 

10. Sector Assessment (Summary): Water Supply and Other Municipal Infrastructure and 
Services  

11. Risk Assessment and Risk Management Plan (Summary) 

12. Country and Portfolio Indicators 

13. Country Performance Assessment Ratings 

14. Country Cost-Sharing Arrangements and Eligible Expenditure Financing Parameters 

15. Country Partnership Strategy Formulation 

16. Country Strategy and Program Final Review 

17. Country Operations Business Plan 

18. Mongolia: From Transition to Takeoff, Country Assistance Program Evaluation, October 
2008 

 
Supplementary Documents 
 
19. Government of Mongolia National Development Strategy 

20. IMF Article IV Consultation Report March 2011 

21. Mongolia Consolidating the Gains, Managing Booms and Busts, and Moving to Better 
Service Delivery 

22. World Bank: Mongolia Household Survey 2007–2008 
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