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EXECUTIVE SUMMARY 
 

The Health Sector Development Program (HSDP) in Mongolia was selected for 
evaluation to determine lessons from a sector-wide, reform-based program in a country 
experiencing the early stages of transition to a market economy.  
 
 Until the early 1990s, Mongolia’s health system depended almost entirely on centrally 
managed, hospital-based health services designed to meet the requirements of socialist 
agricultural and industrial collectives, the state bureaucracy, and other state agencies, 
supplemented by centralized specialist hospitals. In the early 1990s, the collectives collapsed, the 
economy moved towards a market system, and the bureaucracy was reorganized; but the state 
was nearly insolvent. Health services deteriorated and became unable to meet the needs of most 
of the population at the levels provided under socialism. Without subsidies from the former Soviet 
Union, the financial resources to sustain this health system were no longer available. About 40% 
of staff left the state health service, the net reduction being around 25% because new medical 
graduates continued to enter the system. On average, in 1990–1996, 8.5% of qualified doctors left 
employment in the health sector each year.   
 
 In 1995, reforms to the health sector commenced. These included introduction of a 
health insurance fund, and training in general practice and the principles of primary health care 
(PHC) within the medical school curriculum. However, health services continued to deteriorate, 
and it became clear that there was a need for more fundamental reform to develop a three-tier 
system in which PHC and preventive services would form a foundation, with referral to 
rationalized secondary and tertiary levels of care, supported by associated training, management 
assistance, policy advice, new equipment, and the provision or rehabilitation of health service 
infrastructure. The HSDP was designed to address these needs.   
 

The project preparatory technical assistance (PPTA), completed in September 1996, 
was of high standard. It provided a comprehensive analysis of the health sector, health services, 
and facilities; and was conducted in a consultative manner. It is noteworthy that it did not 
specifically recommend the private family group practice (FGP) model that became central to 
the HSDP, although it emphasized the need to focus on shifting resources from hospital-based 
services to public health and PHC and to build a comprehensive referral system.   
 

The HSDP, as approved on 4 November 1997, consisted of a policy-based loan of 
SDR2.94 million ($4 million), an investment loan of SDR8.7 million ($11.9 million), and 
associated technical assistance (TA) of $600,000. It was signed on 12 February 1998 and 
became effective on 20 April 1998.  

 
 The HSDP objectives were to (i) ensure financial sustainability of the health system in a 
market setting, (ii) maintain universal access to quality essential health services, and (iii) 
improve health services quality. Accordingly, six policy components or reform strategies were 
supported: (i) promoting PHC, (ii) encouraging private sector participation in health services 
delivery, (iii) rationalizing health facilities, (iv) rationalizing health personnel, (v) improving health 
care financing and management, and (vi) protecting the poor and vulnerable groups. The policy 
loan also financed an information and education campaign to explain the reforms to the general 
public and to health professionals.  
 

The project loan supported implementation of the reform strategies and financed 
investments and activities in (i) urban health services, (ii) rural health services, and (iii) sector 
management strengthening.  The associated TA aimed to (i) strengthen local governments’ 
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capacity to plan and manage local health services, (ii) identify issues and develop coordination 
mechanisms between local governments and the Ministry of Health, and (iii) assist local 
governments in planning and implementing health sector reforms.  

 
This program performance evaluation report (PPER) rates the HSDP successful, though 

on the low side. Promoting PHC was its major achievement, but issues that remain unresolved 
are associated with the financing of health services, rationalization of the hospital sector, and 
quality of health services. According to a recent health sector assessment, despite the rapid 
population growth in Ulaanbaatar due to rural to urban migration, there are still too many hospital 
beds, inpatients, and specialists; and not enough experienced general practitioners. The quality of 
health services and pharmaceuticals is generally low. The Government is making continued 
efforts to address quality issues, for example by increasing the requirements for hospital 
reregistration, an initiative built on original standard-setting initiatives under the HSDP, and by 
introducing more rigorous requirements for licensing medical practitioners, and quality controls 
on pharmaceuticals. 
 
 The HSDP is rated highly relevant in terms of the needs of the sector, government 
priorities at the time, and the Asian Development Bank (ADB) country strategy. It is rated less 
effective in the short term, as the implementation of reforms in many areas has been inadequate 
to achieve sustainable impact, but likely to be effective in the longer term, given government 
commitment to improving the quality of the health care system and the continuous support 
provided by ADB to implement and consolidate reform initiatives under the HSDP to further 
strengthen the health care system.  
 

The major concern is that, overall, the FGPs established under the HSDP continue to 
face severe challenges in terms of their viability, staffing, and quality of services. They are 
patronized mainly by the poor, who have no other avenue of service. FGPs, while legally 
"private," are fully dependent on state funding and regulation. 
 
 Most district hospitals lack complete, functioning basic sets of diagnostic equipment, and 
pharmaceutical supplies appear to be very limited. Of particular concern to the Operations 
Evaluation Mission (OEM) are the sanitary conditions of rural district hospitals. This issue was not 
overlooked in project preparation: In its recommendations on health facilities infrastructure 
(section 3, page 10), the PPTA emphasized water and sanitation needs. It clearly stated the need 
to provide water supply systems, sewerage, as well as toilets, hand basins, showers, kitchen 
sinks, and taps for staff and patients in subdistrict hospitals (and FGP facilities); and it provided 
practical suggestions as to how this should be done. Yet in implementation of the HSDP, these 
recommendations appeared to have been ignored.  
 
 The HSDP is rated less efficient. Although most of the outputs were produced as 
planned and on time, the HSDP has been less efficient in achieving the desired outcomes. 
Investments in infrastructure and equipment were not optimized. Health facilities in the three 
provinces evaluated demonstrated some improvements in terms of facilities and equipment, but 
there were several instances of low-quality upgrading and construction of buildings, and 
underutilization of medical equipment. The policy reforms towards rationalization of health 
resources and hospital services, which would increase efficiency and therefore generate cost 
savings, were less than successful. The limited consolidation of health facilities achieved during 
the program period was offset by the growing large number of private hospitals and clinics. 
Other policy elements introduced under the HSDP, such as private sector outsourcing of 
noncore hospital services, quality-related monitoring mechanisms, supporting human resources 
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movement to rural underserved areas with additional financial incentives, and the information 
and education campaign were not sustained beyond the HSDP. 
 

The HSDP is likely sustainable. The major thrust of HSDP-supported policy reform 
initiatives to shift health system priority to PHC is likely to be sustained. The continuing ADB 
assistance to the sector through the Second and Third Health Sector Development Projects, 
and the government Health Sector Management Plan, place a central emphasis on PHC and 
make a commitment to prioritize PHC and to further strengthen the FGP system.  
 

The PPER concurs with the project completion report rating of satisfactory performance of 
ADB. Government performance was also satisfactory. However, urban health services are unlikely 
to improve or become cost effective until the Government accepts the fundamental need to 
reorient hospital services to a level suitable for a population of less than 3 million people. This will 
require it to close or amalgamate many hospitals in Ulaanbaatar so that there are nine general 
district hospitals, and one or two more specialized national hospitals, preferably under a single 
administration. The present system of 21 provincial hospitals should be maintained and improved.  
As has been emphasized in the policy development efforts of two successive ADB health sector 
development projects, and is central to the Third Health Sector Development Project, the 
rationalization of hospital services in Ulaanbaatar will result in considerable savings, allowing the 
government to invest in PHC for those unable to afford private care.  

 
Overall, the OEM considers that there was premature emphasis on privatization in the 

HSDP. While the eventual achievement of a mix of private and state services is a highly desirable 
objective, given the prevailing situation in the public health sector in 1997, private health services 
are likely to replicate its shortcomings in quality and service orientation, and this has been the 
outcome in most locations. State policies on civil registration constitute a continuing major 
obstacle to providing the migrant poor with access to health services. It is evident that the public 
will continue to bypass PHC services when these services are unsatisfactory and inadequately 
funded.  
 
 
 

R. Keith Leonard 
Officer-in-Charge  
Operations Evaluation Department 
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I. INTRODUCTION 
 
A. Evaluation Purpose and Process 
 
1. The Health Sector Development Program (HSDP)1 in Mongolia was selected for 
evaluation to determine lessons from a sector-wide, reform-based program in a country 
experiencing the early stages of transition to a market economy. This program performance 
evaluation report (PPER) will contribute to the upcoming Asian Development Bank (ADB) 
Mongolia country assistance program evaluation update through assessment of the sector 
development program approach and overall sector impacts. 
 
2. The evaluation is based on program documents, a range of country studies, and the 
findings of the Operations Evaluation Mission (OEM), which visited Mongolia from 17 May to 6 
June 2007 to prepare the PPER on the HSDP. The OEM consulted the national and three 
provincial government health departments, specialized government health development 
agencies, and the Health Sciences University. The views of development partners in the health 
sector such as the United Nations Population Fund, United Nations Development Programme, 
United Nations Children Fund, World Health Organization, World Bank, and Japan International 
Corporation of Welfare Services were sought to help determine contributions of the ADB HSDP 
to improving the health sector. A small survey of client and family group practice (FGP) medical 
staff views on primary health care (PHC) services reform was conducted in Ulaanbaatar and 
three provinces targeted in the HSDP—Hovsgol, Dornogovi, and Hovd.  
 
3. In Hovsgol Province, the OEM visited the provincial hospital and Hatgal and Burentogtoh 
district hospitals, which all received assistance from the project loan. In addition, for purposes of 
comparison, the OEM visited Alag-Erdene district hospital, which was not included in the 
project. In case of Dornogovi and Hovd provinces, the OEM visited only those health facilities 
that received assistance from the project loan. In Dornogovi, the OEM visited the provincial 
hospital and district hospitals in Erden and Airag. In Hovd, the OEM went to the provincial 
hospital, consulted with doctors from Darvi district hospital and at a provincial FGP; and visited 
the district hospitals at Manhan and Dorgon. In Ulaanbaatar, the OEM visited FGPs in the 
apartment area and And-Saikhan FGP, which serves a large ger (traditional Mongolian tent 
dwelling) settlement with a high proportion of poor and vulnerable households.   
 
B. Expected Results and Program Objectives 
 
4. The HSDP aimed to transform and rationalize the severely deteriorated socialist model 
of hospital-based health services in Mongolia and establish a rational, cost-effective hierarchy of 
health services, accessible to all citizens. The HSDP objectives were to (i) ensure financial 
sustainability of the health system in a market setting, (ii) maintain universal access to quality 
essential health services, and (iii) improve the quality of health services. Accordingly, six policy 
components or reform strategies were supported: (i) promoting PHC, (ii) encouraging private 
sector participation in health services delivery, (iii) rationalizing health facilities, (iv) rationalizing 
health personnel, (v) improving health care financing and management, and (vi) protecting the 

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

Technical Assistance Grant to Mongolia for the Health Sector Development Program. Manila (Loans 1568-
MON[SF] and 1569-MON[SF], for $15.9 million, approved on 4 November 1997). A sector development program is 
considered when a sector requires both investment and policy reform components, and where the former are 
unlikely to be accomplished in full and on time without the support of a policy-based component (OM D5/BP, 29 
October 2003). 
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poor and vulnerable groups. The policy loan also financed a public awareness campaign to 
explain the reforms to the general public and to health professionals. 
 
5. The project loan supported implementation of the reform strategies and financed 
investments and activities in (i) urban health services, (ii) rural health services, and (iii) sector 
management strengthening. The urban health services component planned to improve PHC 
services in urban areas (aimag centers and Ulaanbaatar) through targeted support to FGPs, 
including provision of infrastructure and basic equipment and training of family doctors and 
nurses. The rural health services aspect aimed to develop functional referral networks in rural 
areas, including rural facility mapping and rehabilitation of referral centers and hospitals. The 
sector management strengthening facet entailed strengthening institutional and human 
resources capacities in the health sector, including establishment of provincial health 
departments, development of a human resources policy, and management training. The 
associated technical assistance (TA)2 aimed to (i) strengthen local governments’ capacity to 
plan and manage local health services, (ii) identify issues and develop coordination 
mechanisms between local governments and the Ministry of Health (MOH), and (iii) assist local 
governments in planning and implementing health sector reforms.  
 
C. Program Completion Report Rating 
 
6. The program completion report (PCR) rated the HSDP as successful. It was assessed to 
be highly relevant to the needs of the country and the health sector, and in line with the ADB 
operational strategy for Mongolia. It was rated overall as effective, although according to the 
PCR the extent of effectiveness in achieving the objectives varied. It was considered highly 
effective in promoting PHC, improving health care financing and management, and protecting 
the poor and vulnerable; effective in promoting private sector participation; and partly effective in 
rationalizing hospitals and health personnel. The HSDP was rated efficient in achieving outputs 
and objectives on the basis of the investment’s focus on supporting the PHC and first referral 
levels (which were considered more cost-effective than those at the tertiary level), timely 
implementation, stakeholder participation, adequate project supervision, and competent 
management by the executing agency and project implementation unit (PIU). The HSDP was 
assessed as likely sustainable, because the reformed system and capacity-building efforts were 
likely to be sustained, but the sustainability of investments in facilities and equipment was 
challenged by lack of local government budget and staff allocation for operation and 
maintenance (O&M) despite development of O&M guidelines under the HSDP.  
 
7. The associated TA was rated highly successful for providing adequate and timely 
support to the HSDP in reform planning and implementation as well as for the high technical 
quality and user friendliness of outputs.  
 

II. DESIGN AND IMPLEMENTATION 
 
A. Formulation 
 
8. In July 1992, a health sector review was conducted by MOH in collaboration with ADB, 
the World Bank, and the World Health Organization (WHO). The review noted in particular the 

                                                 
2 ADB. 1997. Support for Decentralized Health Services. Manila (TA 2907-MON, for $600,000, approved on 4 

November 1997). 
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discrepancy between the resources allocated to the health sector and the results achieved. 
Responding to the Government’s request, ADB approved TA3  to prepare the HSDP. 
 
9. Overall, project preparation was extremely thorough and detailed. The project 
preparatory technical assistance (PPTA) completed in September 1996 was of high standard. It 
produced detailed reports on public health, medical equipment and procurement, human 
resources, and organization and management. It provided a comprehensive analysis of the 
health sector, health services, and facilities; and was conducted in a consultative manner. It did 
not specifically recommend the private FGP model as promoted by the HSDP, but did 
emphasize the need to shift from hospital-based services to public health and PHC and to build 
a comprehensive referral system. Other priorities identified were improving financial 
management and resource allocation; management capacity; regulation; quality of services and 
facilities; training; and involvement of the private sector, nongovernment organizations, 
communities, and aid agencies in funding health service provision. The TA noted the need for 
rationalizing facilities and staff, but pointed out the political risks associated with rationalization. 
It noted that the Government’s commitment to privatization as a solution to many problems in 
the health sector was overoptimistic. 
 
10. Additional PPTA was provided in April 1997,4  producing reports on a survey of medical 
doctors, to correct information in the previous TA; on criteria for inter-suom (district) hospital 
siting, based on mapping; and on the legal environment for health sector reform.    
 
11. The Government endorsed the policy framework and proposed reforms, and approved 
the proposal, requesting ADB to finance the HSDP. In April–May 1997, ADB and the 
Government agreed that sector reforms should focus on health policy and health care financing, 
and the program framework was subsequently finalized with the Government. 
 
B. Rationale 
 
12. To contextualize the HSDP and this PPER, Mongolia has a decentralized form of 
government in which state funding is allocated on the basis of population. Most of the people 
live in urban areas, either in small provincial towns and cities (aimag centers) or in Ulaanbaatar. 
The population of Mongolia is currently estimated at 2.7 million. About 20% are engaged in 
seminomadic livestock herding. The country has 21 provinces (aimag) and more than 300 rural 
districts (soum). Each rural district is administratively divided into four to six subdistricts (bag). 
Ulaanbaatar, which has the largest concentration of population, is administered by a city 
government divided into nine urban districts (duureg), each subdivided into varying numbers of 
urban subdistricts (khoroo), depending on the population of each district (Figure 1). Social 
services are funded from the national government through the various levels of national, city, 
and provincial government to citizens. All citizens must be legally registered residents of their 
suom or khoroo to be eligible for state services and benefits. 
 
13. Until the early 1990s, Mongolia’s health system depended almost entirely on centrally 
managed, hospital-based health services designed to meet the requirements of socialist 
agricultural and industrial collectives, the state bureaucracy, and other state agencies, 

                                                 
3 ADB. 1995. Technical Assistance to Mongolia for Health Sector Development. Manila (TA 2414-MON, for 

$600,000, approved on 3 October 1995). 
4 ADB. 1996. Small-Scale Technical Assistance to Mongolia for Health Sector Resources Development. Manila (TA 

2731-MON, for $100,000, approved on 23 December 1996). 
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supplemented by centralized specialist hospitals. There were a large number of hospitals in 
Ulaanbaatar, where social services had typically been linked to state employment benefits.5   
 

Figure 1: Decentralized Levels of Rural and Urban Governments in Mongolia 
 

 

 
Central Government 

21 Aimag (provincial) 
governments 

Ulaanbaatar City 
government 

9 Duureg (district ) 
governments 

331 Soum (district) 
governments 

1,550 Bag (subdistrict) 
administrations 

121 Khoroo (subdistrict) 
administrations 

 
 
14. In the early 1990s, the collectives collapsed, the economy moved towards a market 
system, and the bureaucracy was reorganized; but the state was nearly insolvent. Health services 
deteriorated and became unable to meet the needs of most of the population at the levels 
provided under socialism. Without subsidies from the former Soviet Union, the financial resources 
to sustain this health system were no longer available. About 40% of staff left the state health 
service, the net reduction being around 25% because new medical graduates continued to enter 
the system. On average, in 1990–1996, 8.5% of qualified doctors left employment in the health 
sector each year.   
 
15. In 1995, the Government introduced a number of initiatives to reform the health sector. A 
Health Insurance Fund was introduced, with TA6 from ADB, aiming to reduce the health sector’s 
reliance on government funding and to encourage the public to contribute to the cost of their 
own health care. Recognizing the need to modernize the system of health service delivery and 
make it more efficient, MOH, with support from WHO, revised the medical school curriculum to 
incorporate general practice training and the principles of PHC. At the time, there were very few 
general practitioners; in 1996, only 982 family doctors were in practice in government clinics in 
Ulaanbaatar and provincial towns, of whom only about one third had taken short courses in 
general practice.  
 
16. Despite these early steps to reform the health sector, in 1996, health services continued to 
deteriorate, operating under the fragmented, expensive socialist-era system. The allocation of 
resources remained unsustainable, being heavily weighted towards often unnecessary 
                                                 
5 Public health facilities and services in Ulaanbaatar still include 17 clinical and tertiary hospitals and centers under 

the control of MOH, as well as approximately 46 other hospitals of various types specializing in maternity or 
pediatric services; or operated under the auspices of district or subdistrict governments; or employer based such as 
the hospitals for railway, security, prisons, armed forces, and other state agency employees. 

6 ADB. 1994. Technical Assistance to Mongolia for Strengthening Health Insurance. Manila (TA 2279-MON, for 
$500,000, approved on 29 December 1994). 
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institutional curative services, and with very limited resources allocated to cost-effective, client-
friendly preventive PHC to meet the health needs of most of the population.  
 
17. A new system providing a strong foundation of primary and preventive services available 
to all, with referral to rationalized secondary and tertiary levels of care, was urgently required, 
along with training, management assistance, policy advice, new equipment, and the provision or 
rehabilitation of health service infrastructure. The HSDP was designed to address these needs.  
 
C. Cost, Financing, and Executing Arrangements 
 
18. ADB supported the Government’s policy reform program by providing a program loan of 
SDR2.94 million ($4 million equivalent). Loan proceeds were used for establishing FGPs 
(including capitation payment for doctors and recurrent costs), an information campaign, and other 
costs incurred by the Government in implementing the policy reforms under the HSDP. The 
program loan was disbursed in two tranches: the first tranche ($2.0 million) shortly after loan 
effectiveness in 1998 and the second tranche ($1.8 million) in 2001 upon the Government 
meeting conditions for the release. The approved amount of SDR2.94 million was fully 
disbursed. However, actual disbursements in dollar terms amounted to only $3.8 million due to 
the strengthening of the dollar (Appendix 1). 
 
19. The total cost of the investment project was initially estimated at $14.9 million, of which 
$7.9 million was foreign exchange cost (53%) and $7.0 million was local currency cost (47%). 
ADB was to provide a loan of $11.9 million equivalent (SDR8.7 million) to finance the entire 
foreign exchange cost of $7.9 million and $4.0 million equivalent of the local currency cost. The 
balance of the local currency cost, amounting to $3.0 million equivalent, was to be provided by 
the Government. The loan was to fund 80% of the total project cost, and government funding 
the remaining 20%.The total actual cost of the investment project was $14.3 million, with $9.6 
million in foreign exchange cost (67%) and $4.7 million (33%) in local currency cost. At loan 
closing, the project loan of SDR8.7 million was equivalent to $11.5 million, of which $11.2 million 
was disbursed and $0.3 million cancelled. The disbursed amount funded 78% (100% of foreign 
exchange cost and 35% of local currency cost) of the total project cost, and the government 
share amounted to 22%. During the implementation period, the Government requested 
reallocation of the loan and change in project scope twice, resulting in increased allocations for 
civil works (which increased the government funding as well) and equipment, and decreased 
allocation for training. A detailed comparison of appraisal and actual costs is provided in 
Appendix 1. 
 
20. MOH was the executing agency responsible for implementing the health sector reforms 
under the program loan, while the Bank of Mongolia was responsible for initiating withdrawals 
under the program loan and for managing the imprest account. MOH was also responsible for 
executing the Project, with the PIU, which was established within MOH, managing the Project 
on a day-to-day basis. The PIU was headed by a full-time executive secretary supported by 
three officers (planning and training, procurement, and finance), a secretary, and a driver. The 
PIU staff was responsible for all aspects of implementation, including (i) tendering and 
supervising civil works contracts for rehabilitating selected hospitals and constructing others; (ii) 
procuring equipment, furniture, and instructional and library materials; (iii) implementing 
fellowships and other staff development programs; (iv) engaging and managing consulting 
services; (v) preparing guidelines for research studies and supporting studies; and (vi) liaising 
with ADB on all project matters. Branch offices of the PIU were established in Ulaanbaatar and 
in three project aimags—Dornogovi, Hovd, and Hovsgol. These branches played an important 
role in organizing activities at the local government level under the Project, which included (i) 
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establishing FGPs; (ii) conducting training; (iii) providing medical and other equipment to aimag, 
soum, and FGPs; and (iv) undertaking rehabilitation and construction works. In addition, a 
project steering committee was established to provide policy guidance to the PIU. The committee 
was chaired by the MOH state secretary, and the members included representatives from the 
Bank of Mongolia; the Ministry of Finance; and the Ministry of Education, Culture, and Science; 
plus local government representatives of Ulaanbaatar and the three project aimags. During the 
project implementation period, the committee met 20 times. The PCR reported that 
implementation arrangements for the Project proved effective. 
 
D. Procurement, Construction, and Scheduling 
 
21. As noted in the PCR, all procurement of goods and related services was in accordance 
with ADB’s Guidelines for Procurement (2006, as amended from time to time) and in line with 
Mongolian procurement regulations. Civil works, which were mostly either rehabilitation or 
rebuilding in the same land, followed local competitive bidding among prequalified contactors. 
The PCR reported the performance of the civil works contractors as generally satisfactory and 
that the work of contactors from Ulaanbaatar was considered of higher quality than that of 
contractors from the provinces. However, the quality of facilities inspected by the OEM varies 
from very good to very bad. Shortcomings were noted in design elements unsuited to local 
conditions (e.g., flat roofing, layouts), poor insulation, low quality building materials, and 
insufficient provisions for water supply and sanitation.7 Monitoring and supervision appear to 
have been inadequate. 
 
22. Equipment was procured through either international competitive bidding or international 
shopping procedures. Major problems encountered with procurement included (i) long delays in 
delivery of orders, (ii) equipment provided without instructions or provision for training in its use, 
and (iii) equipment unsuited for the level of health service to which it was supplied.  
 
23. The HSDP was to be implemented over 5 years, with physical completion scheduled on 
31 December 2002, and closing of the loan account by 30 June 2003. It was physically 
completed on 30 September 2003. The program loan was closed on 18 June 2001 and the 
project loan on 18 December 2003. The implementation delay was largely due to changes in 
scope (para. 24). 
 
E. Design Changes 
 
24.  Design changes during implementation included additional civil works and computer 
equipment and peripherals for FGP premises; further rehabilitation works for project hospitals 
(Murun Hospital in Hovsgol and Manhan Hospital in Hovd); and procurement of essential 
medical equipment (such as surgical emergency kits, mobile dental units, and essential 
laboratory units) for 13 aimags and for underserved areas of Ulaanbaatar, as well as PIU 
refurbishment. These changes were funded from the substantial savings that were realized 
under the training/fellowships and operational research categories. Several training activities 
proposed to be financed under the Project were implemented using either government funds or 
grant resources from other aid agencies.  
 

                                                 
7  The Second Health Sector Development Project (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 
[Loan 1998-MON, approved on 5 June 2003, for $14.0 million].) has recognized the problem and is addressing it in 
the project areas. 
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F. Outputs  
 

1. Policy Reforms 
 
25. The details of the achievements of the policy reforms against the targets set out at 
appraisal (see para. 4) are provided in Appendix 2 and summarized below. 
 
  a. Promoting Primary Health Care 
 
26. This policy component intended to shift the system’s focus to PHC by (i) developing the 
FGP system in urban areas, intended to provide a “gatekeeping” function and thereby to reduce 
the need for expensive hospital care; (ii) providing public information campaigns to clarify such 
reforms; and (iii) increasing the health budget allocation to PHC. The HSDP successfully 
introduced a system of FGPs (comprising two or three family doctors and nurses) to provide an 
essential package of PHC services to those people who registered with them. From 1999 to 2002, 
a total of 234 FGPs were established throughout Mongolia—118 in Ulaanbaatar and 116 in aimag 
centers—but the number subsequently decreased to 224 (116 in Ulaanbaatar) in 2006.  In 2004, 
the services covered about 58% of the population (up by 2% since program completion in 
2002). The registered population reportedly increased from an average of 4,297 per FGP in the 
early stages of the program period to 5,075 per FGP at program completion and to 6,375 per 
FGP in 2004.  
 
27. To promote PHC, the HSDP developed and implemented a nationwide information 
campaign that initially increased public awareness of HSDP reform initiatives such as FGPs. 
However, the campaign was carried out over a very short period and was not sustained to 
encourage changes in attitudes and service-seeking behavior towards PHC, or public buy-in for 
HSDP reforms. PHC “essential services” were also not well-defined vis-à-vis the level of 
resources. To ensure that doctors understand and support PHC, the HSDP also (i) established a 
reference library for PHC at the Health Sciences University (formerly Mongolian Medical 
University), which is accessible to university staff, students, and all family doctors; and (ii) helped 
revised the curriculum on PHC for medical studies. 
 
28. Budget allocations to PHC increased from 17% to 24% but have not yet reached the 
optimal level of 40%, the target set at appraisal.8  
 
  b. Encouraging Private Sector Participation in Health Services Delivery 
 
29. This policy component was designed to support private sector delivery of health services 
and to create an enabling legal environment for private sector participation in health services, 
including control of service quality. The HSDP successfully established professional licensing and 
accreditation units under the National Health and Development Center in 1998 and developed 
relevant criteria and standards. By 2003, more than 9,138 doctors (some doctors have multiple 
licenses) and 16,652 paramedical staff had been licensed and 421 health facilities had been 
accredited. FGPs were given “private” legal status, with a performance-based contract between 
FGPs and the provincial health department. However, at the time of evaluation, FGPs were still 
                                                 
8  The concerned operations division is of the view that it is inappropriate to express an optimal budget allocation for 

PHC as a proportion of the total budget. The health budget has nearly doubled over the last 2 years; hence 
keeping the same proportion to be allocated to PHC might lead to inefficiencies. It suggests expressing the 
allocation to PHC as a per capita figure ($/capita) as commonly done in the international literature. The Third 
Health Sector Development Project (footnote 16) proposes an increase from the current $11/capita to $17/capita in 
2013, in real terms. 
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treated as public employees by local governments, state organizations, and ministries, yet were 
liable for higher private tax including social insurance contributions (see discussion in para. 59). 
 
30. The HSDP developed guidelines and the legal framework for leasing public building 
facilities and outsourcing noncore hospital services. More than 20 health facilities contracted out 
kitchen and laundry services to private providers, but few hospitals have used these 
mechanisms beyond the pilot stage. 
 
  c. Rationalizing Health Facilities 
 
31. This policy component intended to rationalize physical health infrastructure in rural 
areas, reduce the number of hospitals and hospital beds per 1,000 population, and improve 
hospital O&M. To strengthen the first referral level in rural areas, rural facility mapping was 
developed under the HSDP, based on which MOH identified and approved locations of first 
referral units in project aimags by 2003. The HSDP established frameworks for role delineation 
and levels of services in the health system, but its contribution to improving the referral system 
was limited; this was in part owing to the lack of a clear sector-wide delineation of essential and 
complementary services on which to base health services, resulting in duplication of services at 
different levels (e.g., both hospitals and FGPs/soum clinics provide PHC). A rationalization plan 
for the hospital sector in Ulaanbaatar was developed. The HSDP achieved its target of reducing 
hospital beds to 7.5 per 1,000 persons in 1999, but since 2000, the total number of beds has 
increased due to the rapid and unregulated expansion in private hospitals (see para. 71). 
Guidelines for O&M were developed by the HSDP, but ensuring adequate O&M of facilities is an 
ongoing concern, particularly in rural areas (see para. 40).  
 
  d. Rationalizing Health Personnel 
 
32. Designed to establish an efficient and sustainable workforce, this policy component 
included developing a sound human resource management policy, reducing the number of health 
staff in the public sector, improving the health personnel mix and distribution, and mitigating the 
impact of health facility rationalization. The HSDP established a policy framework for workforce 
planning, general principles and criteria for choosing family doctors, and sample job descriptions 
included under the related ministerial order. It developed a training curriculum for FGP and 
PHC, trained doctors and nurses, and provided guidelines on clinical retraining to FGPs; but 
training was short term, without continuity or follow-up. The HSDP succeeded in reducing the 
number of doctors in public facilities (by 932) during 1997–2000; however, since 2000, the 
overall number of doctors has increased (by 40% in specialist hospitals and by 80% in private 
hospitals). The increase was due partly to the large intake of students into the Health and 
Sciences University (about 600 students per year), which is beneficial to the university, as 
tuition is its main income, but provides no incentive to implement the HSDP-recommended 
maximum intake of 200 students per year. 
 
33. To improve the health personnel mix and distribution, MOH, with HSDP support through 
financial incentives, contracted 40 doctors to work in rural areas and soum clinics where there 
were shortages; however, this program was not sustained after the HSDP due to lack of funds. 
Currently, there is a vast mismatch between human resources supply and need or demand in 
the health sector. Approved health staff positions at the PHC level and in rural areas are 
understaffed, whereas the specialist and tertiary levels in urban areas (Ulaanbaatar) are 
overstaffed. 
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  e. Improving Health Care Financing and Management 
 
34. The HSDP introduced new provider payment systems to support the shift from 
centralized tax-based funding to decentralized, contract-based systems with additional funding 
sourced from the HIF. In PHC, MOH introduced in 2000 a capitation9 scheme whereby FGPs 
would be paid a prospective lump sum from the local budget for each person registered with 
them under “tripartite” performance-based contracts. The financing model had initial 
implementation troubles due, in part, to lack of stakeholders’ understanding of how the model 
was supposed to work. Subsequently, from 2003 to 2006, 40% of capitation payments were 
financed by local governments and 60% from the HIF. Since 2007, FGPs are fully financed from 
the government budget. 
 
35. In the hospital sector, the HSDP proposed a shift to case- or diagnosis-based payment 
(i.e., prospective fixed rate for different cases) from the earlier retrospective payments based on 
the number of inpatient days. Although this system had potential to raise cost-consciousness 
among hospitals, since its implementation it has thus far created perverse incentives, resulting 
in more hospital admissions/service volume and a drive to keep the beds continually occupied 
to generate hospital income (although it has reduced length of stay). The achievement of aims 
underpinning these structural reforms in financing thus need further attention and close 
monitoring.   
 
36. Hospital management boards were established by ministerial order in December 1999. 
Boards are appointed for a 4-year term and comprise 11 members, including representatives 
from aimag and soum hospitals, FGPs, and the aimag health department; health insurance 
organizations; the aimag finance department; local administration; and three community 
members. Hospital boards operated in eight aimags during the HSDP, and none was 
established in Ulaanbaatar. However, hospital boards lacked uniform operation and functioned 
poorly; they failed to formalize within the health system, and the concept was discontinued after 
the HSDP. Challenges included funding problems; difficulty in selecting members (vague 
selection criteria); and poor understanding of roles, responsibilities, and board functions. This 
disappointing outcome may be understood in the context of the decentralization of decision 
making in Mongolia; although hospital management boards were approved by MOH, some 
provincial health departments and hospital managers were not receptive, seeing hospital 
management boards as an unnecessary or unwanted innovation imposed by the program, and 
accordingly provided very limited support to sustain them. 
 
  f. Protecting the Poor and Vulnerable Groups 
 
37. The HSDP undertook advocacy and other initiatives to promote access for the poor and 
vulnerable groups. With the HSDP TA, vulnerable groups (including mothers, children under 5 
years, elderly, and adolescents) were included and identified under the Health Insurance Law. 
However, further work is required to establish criteria to better identify the poor. At present “the 
poor” are defined by classificatory status: unemployed, disabled, elderly, infants, those 
supporting parents.  Under this system, the nonpoor may claim and be entitled to state benefits. 
MOH issued a ministerial order to monitor access to and use of health services by the poor and 
vulnerable groups, and the HSDP also developed related procedures and a set of indicators for 
integration into a health management information system (HMIS); however, effectiveness in 

                                                 
9 Payment “per capita,” i.e., a certain amount paid to the service provider for each person registered with the 

provider. 
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capturing relevant data was very limited and constrained by fundamental shortcomings of the 
HMIS. 
 
38. Risk-adjusted capitation rates as part of the FGP payment mechanism (i.e., payment for 
the poor and vulnerable groups set higher than for other groups) were also introduced as 
incentives for health personnel to target services to the poor and vulnerable under the HSDP. 
As a result, the majority of those registered with and using FGP services belong to the poor and 
vulnerable groups. Although risk-adjusted capitation rates may have succeeded as incentives to 
get more poor and vulnerable groups registered, their underservicing by health personnel was 
also observed  (i.e., the poor as a percentage of clients serviced was lower). Furthermore, the 
HSDP’s measure of access by the poor based on registered “percentage of poor versus 
nonpoor and stratified by vulnerable group type” leaves out analysis of the nonregistered 
population, including informal migrants (see paras. 61–62).  
 
 2.  Investment Project 
 
39. The details of achievements of the Project against the targets set out at appraisal are 
provided in Appendix 3. Project investments to improve service quality were largely under the 
categories of (i) civil works, (ii) equipment provision, and (iii) training of family health doctors and 
nurses. 
 
  a. Civil Works and Rehabilitation 
 
40. There were visible upgrades in infrastructure from the immediate post-Soviet era. Health 
facilities in the three provinces evaluated have generally improved in terms of facilities and 
equipment, but there are several instances of low quality upgrading and construction. For 
example, shortcomings were noted in design elements unsuited to local conditions (e.g., flat 
roofing, poor layouts); insufficient insulation; and low-quality building materials, especially with 
inadequate, nonfunctional water and sanitation provisions. In addition, there was a lack of 
attention to the needs of providing water and sewerage facilities in the design and/or upgrading of 
district hospitals. In some cases, no improvements were provided; in others, water supply and 
pumps or generators were not supplied to allow the sewage and water supply to function. The 
HSDP-constructed FGP buildings also exhibited small restrictive spaces, nonfunctional water 
and toilet facilities, etc. The implementation of guidelines developed by the HSDP to ensure 
adequate O&M of facilities remained an ongoing concern, particularly in rural areas. The PCR 
reported that local governments did not allocate sufficient budgets and technical service staff to 
implement the HSDP’s O&M guidelines. The OEM found that funds for O&M at hospitals were 
neither prioritized nor adequate. Annual budgets of soum clinics are not enough to cover O&M, 
and special written requests have to be submitted to the aimag government through a 
bureaucratic channel to request funds for repair. 
 
  b. Equipment 
 
41. Upgrades of equipment were visible in HSDP aimag and soum hospitals visited by the 
OEM, especially in contrast to old and outdated equipment during the impoverished immediate 
post-Soviet era. Most equipment provided was generally useful and well cared for; however, 
some items were underutilized or nonfunctional, mainly due to (i) weak O&M of equipment and 
difficulty in getting technical support from international suppliers, (ii) nonavailability of spare 
parts or reagents, (iii) lack of skilled personnel, and (iv) lack of staff training on the use of 
equipment. These findings are in line with the results of the nationwide survey conducted by the 
PIU in June 2004 on the use of provided equipment and the problems identified. FGPs were 
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given an extensive package of equipment covering basic items such as stethoscope, 
ophthalmoscopes, suture sets, sterilizers, folding table, gynecological chair, refrigerator, lamps, 
etc.  However, consumable supplies provided under the HSDP tended not to be replenished in 
sites visited by the OEM. 
 
  c. Training 
 
42. The HSDP developed a PHC training curriculum comprising 10 modules, trained over 
1,300 doctors and nurses, and provided guidelines on clinical retraining to family doctors. 
However, PHC and FGP training was short and limited, with no in-service training or follow-up. 
Senior MOH staff expressed the view that the training itself was inadequate; the training used 
didactic rather than participatory and practical teaching approaches, which compromised the 
effectiveness of knowledge and information transfer. Trainers should have been involved in 
developing and field testing of training materials to ensure their effectiveness. PHC practitioners 
at FGPs also voiced complaints regarding the lack of continuous training and of opportunities to 
receive technical updates. Family medicine protocols and training curricula were produced and 
disseminated under the HSDP, but without a system for monitoring quality or compliance.  
 
G. Consultants 
 
43. The PIU, assisted by a team of consultants funded under the project loan, implemented 
the HSDP in consultation with MOH. The increase in person-months of domestic consultants 
was largely due to a significant extension of services of the human resource development and 
the health services financing and management consultants (Table 1). The services of the 
domestic human resource consultant were extended for training activities and for the 
implementation of the recommendations of the international consultant on human resource 
development. Likewise, technical issues during implementation in health care financing, 
especially in relation to the FGP system, required substantial extension of the services of the 
domestic health services financing and management consultant.  
 
44. The policy goals of the HSDP, although endorsed by MOH, were evidently resisted at 
the political level, including urban district and participating provincial governments and other 
state agencies. The very limited successes of these reform objectives also reflect poorly on the 
international consultants responsible for promoting them. In particular, in the opinion of various 
stakeholders, the team leader (who has been a key figure, not only in the HSDP, but in 
successive health sector development projects) appears to have lacked the interpersonal and 
communication skills needed to inspire and motivate local counterpart consultants and to 
influence key decision makers. A more participatory implementation approach might have 
encouraged local ownership of reform processes. In this regard, the OEM was informed by 
several bilateral partners, health officials, and former HSDP domestic consultants that the PIU 
was dominated by the international consultants, who tended to perceive their client as ADB rather 
than MOH. In comparison, one of the key elements in the successful outcomes of the ADB 
Education Sector Development Program (1996–2001)10 was a strong, locally led PIU working 
fruitfully with senior ministry officials, despite frequent changes in political leadership.  
 
 
 
 
 

                                                 
10 ADB. 2007. Program Performance Evaluation Report on the Education Sector Development Program. Manila. 
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Table 1: Estimated and Actual Consulting Services Provided by the Project 
 

 Person-Months 
 Appraisal  Actual 
Expertise International Domestic  International Domestic 
Project Implementation Unit 4 0 5 0 
FGP Implementation and Management 13 60 13 57 
Health Care Financing, Management, and 

Quality Assurance 
4 12 4 42 

Health Personnel and Facilities Licensing and 
Accreditation  

4 11 4 12 

Human Resource Development 6 21 6 47 
Hospital Infrastructure Master Planning 3 8 3 12 
Civil Works Design and Supervision 4 15 4 26 
Medical Equipment Including Operation and 

Maintenance 
3 6 2 6 

Hospital Sector Rationalization 3 8 3 8 
Noncore Hospital Services Privatization 3 10 2 10 
Monitoring and Evaluation 4 8 4 8 
Health Legislation 0 0 0 1 
 Total 51 159 50 229 

FGP = family group practice. 
Source: Report and recommendation of the President, program completion reports (ADB and Government), other 
project documents. 
 
45. Monitoring and evaluation by consultants, while emphasized in the program framework, 
was partial and suffered from the absence of baseline information against which progress could 
be measured as well as lack of an effective HMIS. Based on feedback gathered in the field, 
some of the unsatisfactory outcomes of the HSDP project components may be partly attributed 
to the less than satisfactory performance of consultants. For example, there were major 
problems with procurement (para. 22), and the spare parts and service for the equipment 
procured were unavailable locally or in neighboring countries. Similarly, many deficiencies were 
observed by the OEM in the design and supervision of civil works (such as inappropriate design 
of buildings for their purpose; no provision for water supply to health facilities, even where 
indoor plumbing had been provided as part of the upgrading; inadequate insulation of buildings; 
and poor quality repairs). 
 
H. Loan Covenants 
 
46. The PCR reported that compliance with major loan covenants was generally satisfactory. 
Audited financial statements and quarterly progress reports were submitted on time. 
Government counterpart funds were provided as covenanted. However, the status of loan 
covenants relating to rationalizing health facilities and health personnel remained partly 
complied with at the time of this evaluation.  
 
I. Policy Framework 
 
47.  The HSDP policy framework was formulated when there was considerable political will 
and external encouragement for reform. In the late 1990s, Mongolia’s policy and decision 
makers, encouraged by some external advisors, saw privatization and health insurance as a 
panacea for the near insolvency of the state at that time. Health services had deteriorated due 
to the impossibility of financing them at the levels that prevailed in previous decades under 
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socialism. However, Mongolia is still coming to terms with developing appropriate policies for 
privatization.11  
 
48. The example of the problems of privatizing family clinics is discussed in the issues section 
below. Another example of the problem is medical education. State policies for “privatization” of 
higher education have made all tertiary educational institutions dependent on student fees to 
remain financially viable (whether they operate under government control and in government-
owned facilities or whether they are fully private and subject only to accreditation requirements). 
The policy created an incentive for tertiary education institutions to enroll as many students as 
possible by lowering admission standards. Accordingly, the risk to the status of national 
qualifications is very high.  
 
49. Interestingly, reforms in the education sector have proved to be considerably more 
successful than those in the health sector, although both suffered from state policies for 
privatization of higher education.  In contrast to the health sector, there have been successful 
models of rationalization of primary and secondary schools (with support from ADB), with 
significant improvements in efficiency and increasing improvements in quality (footnote 10). 
  
50. The reason for the difference in outcome is that Mongolian citizens expect the state to 
provide hospital-based services. The socialist-era health system conditioned the expectations of 
the people, who became accustomed to going to hospitals for medical advice and services of all 
kinds. They came to expect most medicines to be delivered by injection, therefore requiring a 
trained nurse to administer their medications; and to expect extended hospital stays, even for 
relatively minor illnesses. The introduction of a nonhospital-based PHC system required a major 
reorientation of public expectations about the kind of health services they were entitled to. 
Therefore, political decision makers in a vigorous young democracy faced a dilemma. To make 
PHC attractive to the public and to medical practitioners, a substantial investment in PHC 
services and facilities would be required. This could be achieved financially only by undertaking 
a massive rationalization of hospital services, which would be highly unpopular with the 
electorate and most of the medical profession. Although the need for a PHC-oriented 
rationalization and transformation of health services and financing is the cornerstone of the 
2007 Mongolia Health Sector Master Plan (HSMP), together with an implementation framework, 
these policy recommendations are yet to be implemented.  
 

III. PERFORMANCE ASSESSMENT 
 
A. Overall Assessment 
 
51. The HSDP is rated successful, though at the lower end (Table 2). The objective of 
promoting PHC was its major achievement, with the establishment of an urban community-based 
PHC service that will hopefully develop into an effective foundation for national health services. 
The HSDP also established widespread acceptance and understanding in MOH of the need for 
the gate-keeping role of PHC services in order to use hospital services rationally. However, this 
success is qualified by the continued failure to achieve a rational allocation of health finance and 
to increase efficiencies. The health sector continues to be dominated by supply rather than 
demand incentives, as it was in 1996 when the HSDP was designed. Key issues that remain 
unresolved are associated with the financing of health services, rationalization of the hospital 

                                                 
11 Another example is the declared intention of one of the urban districts of Ulaanbaatar to use public funds to build a 

(non-FGP) clinic for a group of private medical practitioners who will “repay” the district government’s investment by 
treating certain poor people during certain hours.  
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sector, and quality of health services. According to a recent health sector assessment, despite the 
rapid population growth in Ulaanbaatar due to rural to urban migration, there are still too many 
hospital beds, inpatients, and specialists; and not enough experienced general practitioners. The 
quality of health services and pharmaceuticals is generally low. The Government is making 
continued efforts to address quality issues, for example by increasing the requirements for 
hospital reregistration, a scheme built on original standard-setting initiatives under the HSDP, 
and by introducing more rigorous requirements for licensing medical practitioners, and quality 
controls on pharmaceuticals. 
 

Table 2: Assessment of HSDP Overall Performance 
 

 
Criterion 

Weight 
(%) 

 
Assessment 

Rating 
Value 

Weighted 
Rating 

Relevance 20 Highly Relevant 3 0.6 
Effectiveness 30 Less Effective 1 0.3 
Efficiency 30 Less Efficient 1 0.3 
Sustainability 20 Likely Sustainable 2 0.4 
      Overall Rating Successful  1.6 

HSDP = Health Sector Development Program. 
Source: Evaluation team. 

 
B. Relevance 
 
52. The HSDP is rated highly relevant in terms of the needs of the sector, government 
priorities at the time, and the ADB country strategy. The HSDP was designed to reform a health 
system that depended almost entirely on centrally managed, hospital-based health services, 
which became fiscally unsustainable when external assistance from the former Soviet Union 
ended. The HSDP’s focus on major reforms to strengthen the quality of PHC was strategically 
important in ensuring the delivery of quality health services in a cost-effective and financially 
sustainable manner. At evaluation, the HSDP remains highly relevant. The Government’s recent 
comprehensive HSMP reaffirms its commitment to prioritize PHC and to further strengthen the 
FGP model, as well as to strengthen the financial management system to promote the efficient 
and effective use of health sector financial and related resources. Likewise, ADB’s continuous 
presence in the health sector confirms its commitment to support the Government’s strategies in 
the sector. 
 
53. The use of the sector development program modality was appropriate because of the 
need for both policy adjustments and sector investment. Recognizing that aspects of health sector 
reforms are inextricably linked, the HSDP was designed as an integrated package with direct links 
to overall reform through interdependency of the reform strategies. However, as explained in 
Appendix 4, the HSDP was overambitious, given the complexity and interlinkages of the social, 
political, cultural, and economic dimensions within which the reforms have to take place. For 
example, it was overoptimistic in its objective for rationalization of rural services with a PHC focus. 
While it is highly desirable that rural subdistrict hospitals should have stronger capacity to provide 
primary and ambulatory-oriented services, in many districts the poor quality of roads, 
transportation, and communication infrastructure makes it very difficult to rationalize services by 
reducing their scope, or by establishing interprovincial tertiary hospitals, as envisaged in the 
HSDP, while still providing adequate service to the scattered and isolated rural population. It is 
likely that rationalization of rural district hospitals will not be possible in remote areas until 
transport and communications infrastructure is considerably improved.  
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C. Effectiveness 
 
54. The HSDP is rated less effective in the near term, as the implementation of reforms in 
many areas has been inadequate to achieve sustainable impact, but likely to be effective in the 
longer term, given the (i) government commitment to improving the quality of the health care 
system, ensuring access to and quality of PHC, and reforming health care financing; and (ii) 
continuous support provided by ADB to implement and consolidate reform initiatives under the 
HSDP to further strengthen the health care system. The achievements of the HSDP are 
discussed below in relation to the objectives set out at appraisal.  
 

1.  Ensuring Financial Sustainability of the Health System in a Market Setting 
 
55. Primary health care is promoted but is inadequately financed. A major achievement 
of the HSDP to induce cost savings was its role in effecting the necessary policy shift in focus 
from a hospital-based curative system to less costly PHC. The HSDP successfully introduced a 
neighborhood clinic-based system of PHC that was subsequently scaled up nationwide to 
deliver PHC in Ulaanbaatar and provincial centers. However, despite substantial state overall 
expenditure on health12—and an additional financing source with the establishment of the HIF—
the health system in Mongolia today remains burdened with inefficiencies. The continuing 
challenge is to attain allocative efficiency between hospital services and PHC, with the former 
requiring significant spending cutbacks to better finance the latter.  
 
56. The barriers to achieving the desired outcomes include limited demand for PHC services 
due to preexisting public attitudes that favor hospital use.13 This is reinforced by the generally 
low quality of PHC services arising from inadequate financing, a questionable model of service 
that is neither fully private nor public, lack of effective incentives for providers of PHC, and 
inadequate facilities in periurban areas. At the same time, hospital rationalization is difficult to 
achieve due to the fragmentation of funding sources, and hospitals tend to take a narrow, 
overspecialized clinical perspective on general public health service needs, rather than a sector-
wide efficiency viewpoint balancing curative and primary care.  
 
57. Change in methods of payment to healthcare providers is less effective. As 
discussed in para. 34, the HSDP introduced new models of provider payment systems to 
support the shift from centralized, tax-based funding to decentralized, contract-based systems 
with additional funding sourced from the HIF. However, the practicability of payment systems 
faced challenges, including inadequate and uncertain funding flows from the Health Insurance 
Fund, an anachronistic HMIS and lack of timely information, ineffective incentives and low 
autonomy for providers in performance-based contracts, and lack of ownership and limited local 
technical capacity/understanding of the payment models. The capitation scheme introduced in 
PHC failed to create adequate incentives for motivating performance and competition on the 
delivery side (e.g., inadequate capitation rates). In the hospital sector, the shift to case- or 
diagnosis-based payment (i.e., prospective fixed rate for different cases) has thus far created 
perverse incentives that encourage inappropriate admission and unnecessary patient time spent 
in hospitals. 
 

                                                 
12 Mongolia was already spending nearly 6% of gross domestic product, which was higher than in most transition 

countries. 
13 The desired gate-keeping role of FGPs vis-à-vis hospital referrals appears largely ineffective, as many FGPs are 

bypassed by patients directly visiting hospitals.  
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58. Private sector participation is less effective. Another relevant policy component 
under the HSDP to support financial sustainability and introduce market incentives was to 
encourage private sector participation in the health sector. This was attempted through 
measures such as establishing guidelines to outsource noncore hospital services for possible 
efficiency gains. Although relevant guidelines were developed, the OEM found that public 
hospitals rarely outsourced these services. In one aimag hospital where private sector 
outsourcing of food services was being contracted, staff reported that unit costs would be much 
lower if directly provided by the hospital; in another hospital, outsourcing was tried but 
discontinued due to lack of any cost savings.  
 
59. The peculiar legal status of FGPs as “private” entities needs sorting out; they receive 
public financing and are precluded from signing any other service contracts or providing 
additional fees-for-services to generate more income.14 They are constrained from operating as 
competitive private practices, are permitted to serve only the populations registered in their 
catchments areas, and are generally unpopular among the nonpoor. For this reason the OEM 
considers that privatization of PHC services was prematurely recommended by ADB and 
prematurely adopted by the Mongolia health sector, without adequate attention to the formidable 
structural barriers (see paras. 87–89).15  

 
2.  Maintaining Access to Quality Essential Health Services  

 
60. Provision of universal access to quality essential services is less effective. To 
ensure access to an essential package of health services to all citizens, the HSDP supported 
implementation of the reform strategies and financed investments and activities in both urban 
and rural health services. Designed to improve PHC in urban areas, the HSDP supported the 
development of FGPs, including provision of infrastructure and basic equipment and training of 
family doctors and nurses. In rural areas, PHC services are provided by soum health centers 
and bag feldshers (community nurses), who are medically trained PHC workers. To strengthen 
rural health services, the HSDP helped develop functional referral networks including rural 
facility mapping, rehabilitation of referral centers and hospitals, and provision of equipment.  
 
  a. Urban Primary Health Care 
 
61. The FGP system was successfully established under the HSDP despite the unfavorable 
conditions in which it was implemented. However, the FGPs continue to face severe challenges in 
terms of their financial viability, staffing, and quality of services, and require significant further 
work.16 They are patronized mainly by the poor, who have no other avenue of service. The OEM 
found that for most urban poor people, the FGP is their main—in some cases their only—source 
of health care (Appendix 5). Since 2002, PHC capitation rates have been intended to (i) 
encourage services to the poor and other groups classified as vulnerable, determined by age 
group, poverty level, and location of FGPs; and (ii) provide incentives for FGPs to care for the 
poor, vulnerable people, elderly, mothers, and children based on whether they are living in ger 
or apartment areas (Table 3). In both rural and urban areas, the poorest segment of the 
population tends to live in gers or small wooden houses, usually enclosed within fenced 

                                                 
14 There is also a likely lack of public willingness to pay for PHC services, given the present low service quality. 
15 Officials of MOH consulted by the OEM pointed out that concurrence with the payment methods and privatization 

strategies promoted by the HSDP was limited to a few senior decision makers, and did not take into account the 
opinions of middle level managers and staff in MOH. This suggests that a more participatory approach to policy 
development was required as noted in paras. 44 and 80. 

16 These are being addressed under the Third Health Sector Development Project (Grant No. 0086, approved on 19 
November 2007 for $14 million). 
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compounds. Each district of Ulaanbaatar has ger subdistricts, and the majority of aimag center 
residents live in ger areas. On average, each compound contains two households. 
 

Table 3: Schedule of Capitation Payment per FGP Client 
 

 Periurban Ger Resident  Apartment Resident 
Age Group MNT $  MNT $ 
0–5 8,800 7.50  7,700 6.60 
>5–16 3,575 3.06  3,300 2.83 
>16–49 3,850 3.30  3,850 3.30 
50+ 5,500 4.71  4,950 5.10 
Others 3,025 2.59  2,750 2.35 

FGP = family group practice. 
Source: Ministry of Health. 

 
62. The revised capitation payments have amended the requirement that FGP clients must be 
covered by health insurance, so they no longer affect FGP provision of services to the poor, and 
FGPs no longer have to act as de facto health insurance agencies, as they did until recently. 
FGPs are now reimbursed for treating all registered citizens in the urban subdistrict or provincial 
center in which they are located. However, patients requiring higher level treatment must be 
insured. In poor periurban areas, large numbers of residents are unregistered and therefore 
ineligible for most health services including health insurance.17 While this policy change has 
benefited FGPs by removing some of the former constraints to accepting poor patients, the state 
insurance agency commented that it has reduced public incentives to pay for health insurance.  
 
63. PHC services in periurban areas face major problems in keeping up with the demand 
placed on them by rural to urban migration—approximately 30,000-40,000 rural people migrated 
to Ulaanbaatar in the 2 years within 2005–2007, according to the Municipal Government of 
Ulaanbaatar—a number equivalent to the total population of a typical province (aimag). 
However, while poor periurban areas are underserved, some urban areas may be overserviced, 
because the prospective clients of FGPs bypass them and go directly to hospitals.  
 
64. FGP staff, as private practitioners, lack access to ongoing in-service training programs 
available to state medical personnel. This means that family practitioners and nurses are not kept 
informed of developments in their field, often resulting in low quality of service, demoralization of 
staff, and perpetuation of the perception in the medical profession that family medicine is a low-
status occupation. As private entities, FGPs are not required to follow standard best-practice 
treatment protocols, and their meager funding means that their heads may try to save costs on 
quality of service delivery to make ends meet, and pay nurses and junior doctors unattractive 
salaries. Salary and overtime fees depend on the doctors’ will more than any other factor. 
Although the capitation-based payment is higher for clients from ger areas than for those from 
apartment areas, nurses working in ger areas are not paid more, although their work in these 
areas is much more difficult due to the dispersed nature of the settlements, their undeveloped 
roads, and the difficulty of making home visits.  Moreover, because FGPs are fully dependent on 
state funding,  a great deal of time, especially on the part of nurses, is devoted to paperwork in 
order to fulfill the bureaucratic requirements of the capitation payment system, reducing the time 
they have available to do health extension work in the community. 
 
 
                                                 
17 The OEM was informed that, under a recent government provision, FGPs may treat unregistered residents of their 

catchments area on Saturdays and be reimbursed for the overtime.  

 



18  

  b. Rural Primary Health Services 
 
65. The district hospitals visited by the OEM (Appendix 6) were generally clean and cheerful 
places, and their PHC services appeared well managed. However, in remote locations—and most 
of those inspected were in such areas—it was evident that the district hospitals would not be able 
to function solely as PHC centers until transport infrastructure and communications are improved. 
In rural Mongolia, most major roads connecting districts and provinces are no more than rough 
tracks. Accordingly, district hospitals will not be able to provide higher level treatment and 
obstetrical and surgical services until the means of referring patients is improved.18 Most district 
hospitals lack transport to send acute cases in need of higher levels of care to the nearest 
provincial hospital, which may be hundreds of kilometers away. The only exception seen by the 
OEM was the Airag District hospital in Dornogovi Province, which was near a railway line.  
 
66. Most district hospitals lack complete, functioning basic sets of diagnostic equipment, and 
pharmaceutical supplies appeared to be very limited. For example, in one district hospital staffed 
by two new medical university graduates, the OEM asked to see the dispensary and was shown 
two metal sterilizer containers, one filled with disposable syringes and the other containing a cloth 
pouch of unrefrigerated reusable ampoules containing various medications for injection. The 
hospital had no other medications. Even if these drugs are appropriate for most cases, the 
reliance on injections means that the patient must be admitted unless he or she lives in the 
subdistrict center. The alternative is for the rural community nurses to take long trips to visit their 
herding clients to complete courses of treatment. In some rural districts, like periurban FGPs, 
district hospitals have problems meeting the needs of citizens who, being unregistered, are not 
counted and funded as part of the hospital’s client base. These people are usually engaged in 
extralegal small-scale mining activities and are particularly prone to respiratory diseases due to 
the hazardous nature of their work.   
 
67. Rural district centers are typically located where there is groundwater. The district 
government owns the common well and sells water to consumers. The hospitals, as major water 
users, find that the cost of water is high, which is a disincentive to use much of it. Rural district 
hospitals should have their own wells and pumps. Of particular concern to the OEM were the 
sanitary conditions of rural district hospitals. All those observed had unimproved pit latrines (as did 
most periurban FGPs) used by both staff and patients, with no adjacent water supply for cleaning 
the body or hand washing. Most of the rural district hospitals (and periurban FGPs) inspected by 
the OEM lacked water and sewerage facilities.19 In some cases, no water and sanitation 
improvements had been provided; in others, water supply and pumps or generators were not 
supplied, so the ablution and toilet facilities provided could not be used. In one case, the only 
indoor toilet in the hospital was located next to the hospital food preparation area, and because it 
was inappropriately located, was unused. The design and costing of civil of works paid insufficient 
attention to the need for every upgraded health facility to have its own water supply and 
sewerage. While it is true that older people from herding communities prefer outdoor latrines, that 
water is a scarce resource, and that providing water is more expensive in a harsh climate, water, 

                                                 
18 The higher level treatment in district hospitals is also constrained by the low population numbers due to the low 

number of cases generated and the inability of health personnel to maintain their technical performance with such a 
low number of cases 

19 The WHO–sponsored Report on Survey of Soum Hospital Water, Sanitation and Hygiene status in Mongolia 
(Ministry of Health, 2005–2006) found that water supply systems in most soum hospitals are not connected to a 
sewer, and that there is insufficient delivery of water supply to soum hospitals and schools (about 2.3 liters of water 
per person per day) due to inadequate water delivery. It concluded that the current hygiene and sanitation status in 
most soum hospitals and schools is very poor and in need of improvement; but because their administrations lack 
funds to improve water supply and sewerage, they need aid agency assistance to address the problem. 
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sewerage, and the promotion of hygienic practices are fundamental elements in preventing the 
spread of communicable diseases. It is not surprising that many rural health workers mentioned 
hepatitis A (a feces-borne disease) as an endemic illness.  The provision of clean toilets and 
water, whether located indoors or outdoors, is an indispensable element in educating health staff 
and the public about hygiene when they attend PHC facilities. 
 
68. This issue was not overlooked in project preparation; in its recommendations on health 
facilities infrastructure (section 3, page 10), the PPTA for the HSDP emphasized water and 
sanitation needs. It clearly stated the need to provide water supply systems, sewerage, as well as 
toilets, hand basins, showers, kitchen sinks, and taps for staff and patients in subdistrict hospitals 
(and FGP facilities), and provided practical suggestions as to how this should be done. Yet in 
implementation of the HSDP, these recommendations appear to have been ignored. 
  

3. Improving Health Services Quality  
 
69. The HSDP was less effective in achieving its objective of improving health services quality. 
As part of quality control, an independent authority for licensing and accreditation of medical 
practitioners and health facilities was also established with HSDP support, and minimum 
standards were developed for uniform quality assurance. However, the authority is not 
responsible for enforcing compliance, and minimum requirements concerning water and 
sanitation at health facilities (especially in the provinces) were vastly ignored, suggesting lax 
enforcement. Also, FGP facilities, particularly the scaled-up ones, were noted to be 
substandard, with limited space, often operating out of apartments, shops, and public buildings. 
Furthermore, the OEM found in some cases that a newly graduated medical graduate with no or 
very limited clinical experience was practicing in a soum clinic as the sole doctor without proper 
back-up and supervision, which compromises the quality of services and patients’ safety. 
 
D. Efficiency 
 
70. The HSDP is rated less efficient. Although most of the outputs were produced as 
planned and on time, the HSDP was less efficient in achieving the desired outcomes. 
Investments in infrastructure and equipment were not optimized. As mentioned in paras. 40–41, 
health facilities and equipment in the three provinces evaluated showed some improvements, 
but there were several instances of low quality upgrading and construction of buildings, and 
underutilization of medical equipment. 
 
71. The policy reforms aimed at rationalizing health resources and hospital services, which 
would increase efficiency and therefore generate cost savings, were less than successful. As 
shown in Appendix 7 there are still too many hospitals in Mongolia, and they consume about 
70% of health sector expenditures. The limited consolidation of health facilities achieved during 
the program period was offset by the growing number of private hospitals and clinics. In 
addition, the change in method of health care financing has created perverse incentives to 
increase beds, occupancy, and outpatient visits. As such the expected significant improvement 
in hospital input/output efficiency indicators has not occurred in terms of number of hospital 
beds, number of health personnel, and per capita bed utilization.  The total country average 
length of stay in hospitals decreased by only 23% (from 12.3 days in 1998 to 9.5 days in 2004) 
over a period of 6 years. 
 
72. As indicated in the program framework in the Report and Recommendation of the 
President (footnote 1), it was envisaged that the resulting improvements in cost efficiency due to 
reforms would reduce the government share from about 57% in the mid-1990s to 40% of the total 
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health expenditure, and the balance of 60% would be covered by health insurance, the private 
sector, or out-of-pocket payments nationwide. As shown in Figure 2, this target was not achieved, 
as the share of government funding further increased to about 78% in 2007 while the share of the 
HIF declined significantly from 31.5% in 2002 to 18.5% in 2007.  The issues in health care 
financing and health insurance are further discussed in Appendix 8. 
 
 

Figure 2: Mongolian Health Expenditure, by Source 
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OOP = out-of-pocket expenses. 
Source: Ministry of Finance 2007; Ministry of Health 2007.   

 
 
E. Sustainability 
 
73. The HSDP is likely sustainable. The major thrust of the HSDP-supported policy reform 
initiative to shift the health system priority to PHC is likely to be sustained. The ADB assistance 
in the sector and the government HSMP placed central emphasis on PHC and showed a 
commitment to prioritize PHC and to further strengthen the FGP system. The broad stakeholder 
participation and level of ownership involved in the HSMP will also likely ensure continued 
political commitment to this, regardless of the changing political environment. For this policy 
commitment to go from paper to actual implementation and to achieve real and sustained 
outcomes, however, is contingent on a number of critical and interlinked factors, including 
hospital rationalization and the effectiveness of PHC gate-keeping; balanced human resources 
in health; and changes in population mindsets, creating public demand for PHC services. 
Additionally, the HSDP-supported establishment of the independent licensing and accreditation 
units under the National Center for Health Development (NCHD) also appears to have been 
institutionalized and is thus likely to be sustainable; at the time of evaluation, staff of the Center 
reported plans to upgrade their licensing and accreditation qualifications closer to accepted 
international standards. The general growth of the private sector in health services, another 
policy area supported by the HSDP, is also likely to be sustainable (although the unregulated 
nature of its growth and increases in hospital beds counteract the sustainability of the PHC 
component). 
 
74. Other policy elements introduced under the HSDP, such as private sector outsourcing of 
noncore hospital services, quality-related monitoring mechanisms, additional financial incentives 
for human resources movement to rural underserved areas, and an information campaign were 
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not sustained beyond the HSDP. Likewise, the sustainability of outputs is less likely due to 
previously-mentioned issues relating to facilities and equipment, including inadequate budgetary 
allocation for maintenance of health facilities; unavailability of spare parts and technical help for 
equipment; and depleted lifespan of donated motorcycles/vehicles, etc.  
 

IV. OTHER ASSESSMENTS 
 
A. Impacts 
 
 1. Impacts on Millennium Development Goals 
 
75.  Through implementation of reforms that have placed emphasis on improving the quality 
of basic health, the HSDP to some extent helped create an enabling environment for Mongolia 
to be on track to achieve the health-related Millennium Development Goals (Table 4). The ADB 
assistance complemented programs sponsored by the Government and other aid agencies for 
reducing infant and child mortality as well as for improving nutritional conditions and maternal 
health.  One of the main results of the reform, as interviewees remarked (Appendix 9), is an 
increase in the proportion of pregnant women under medical observation (recent requirements 
related to amendments in the Social Welfare Law on child benefits, and active involvement of 
volunteers in rural streets also have contributed to this), as well as a decrease in the rates of 
child and maternal mortality, and in number of unwanted pregnancies. 
 

Table 4: Progress on Millennium Development Goals  
 

Goal Indicator 1990 2000 2005 2015 
Child Health Reduce under-5 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 

95 
 

64 

42.4 
 

31.2 

26.1 
 

21 

32 
 

22 

Maternal 
Health 

Reduce maternal mortality rate (per 100,000 live 
births) by three quarters from 1990 to 2015 

199 158.5 93 30 

Universal 
Access to 

e 
Health 

Use of modern contraceptives 
Antenatal care and early pregnancy detection 

24.5 
 

39.1 
56.4 

49.3 
83.7 

80 
100 

Adult Health Halt and reverse the incidence of tuberculosis 
 population by 2015 

79 113 175 72 

Nutrition Hal derweight children 12 12 6.7 6 

Reproductiv (%) 

per 100,000
ve the proportion of un
under-5  

Source: Ministry of H ennium Development Goals: National Report on the Status of Implementation 
in Mongo
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76.  The results luation survey of the social impacts of the HSDP show that urban 
people are more likely to be dissatisfied with the efficiency of FGPs and with the availability and 

s than people living in provincial centers, and are more likely to go to 
, bypassing FGPs (Appendix 9). Rural and ger residents, the 

unemployed, low-p  and retired people are the most likely to seek FGP services. 
About 70%–86% of the survey respondents in provincial centers go to an FGP first for health 
services or advice, while only 57% of Ulaanbaatar respondents do so. However, in Ulaanbaatar, 
more ger residen  to FGPs first compared with apartment residents (52.5%). 
Around 10% of th s surveyed were eligible to receive drugs free of charge. The 
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survey shows that the bypass rate is still very high, suggesting that the nonpoor are not satisfied 
servic ound that there is a public perception that FGPs are intended for 

poor people, t fo  
 

  P t 
 
77. The Gover es free health care and other welfare programs for registered 
citizens officially designa or example all single parents, all children under 16 

, an ple, regardless of their socioeconomic status). Accordingly, as a 
recent poverty assessment shows,20 state welfare provisions tend to benefit more nonpoor than 
poor citizens. The HSDP was intended to benefit the poor; however, the establishment of PHC 
was intended to s ns. Despite the fact that the poor are the majority of clients of 
FGPs, significant  growing numbers of urban poor people lack access to health 
services in Mongol  reason is that many of the poorest people lack civil registration 

therefore not legally entitled to free health and education services or other social 
enefits igible to register for state health insurance (Appendix 10). 

 
78. Under the , all Mongolian citizens have the right to reside wherever they 
choose; however, lso requires all citizens to be registered in the subdistrict (suom or 

 
asis. B izen must have an identification card (ID or internal passport). 

rmit to leave their district of residence. To do so, they must 
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Constitution
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khoroo) where they reside, because state funds are allocated to each province on a population 
y law, every adult citb

Intending migrants must obtain a pe
hold (i) a current identification card
outst ding charges against them, (iii) a bank clearance certificate (to show they have no 
outstanding debt), and (iv) a social insurance certificate to show they are no longer registered in 
the district for any type of benefit or entitlement such as health insurance or pensions. On 
relocation, migrants must complete reregistration processes at the city, district, and subdistrict 
levels before they are entitled to apply for state welfare benefits, health insurance, or residential 
or legal land rights. The registration process is complicated, inefficient, and time-consuming; 
and many migrants are unaware of, or inadequately informed about, the legal requirements or 
are unable for one reason or another to obtain the necessary papers to register. The manager 
of a World Vision poverty reduction program in Ulaanbaatar told the OEM that it can take more 
than 3 years for some rural to urban migrants to complete the registration requirements, even 
with assistance from World Vision. Furthermore, the challenge is not just getting new settlers in 
periurban areas registered, since unknown but substantial numbers of families and individuals 
are continuously moving around
a
 
B. Asian Development Bank Performance 
 
79. This PPER concurs with the PCR rating of satisfactory performance of ADB. During the 
initial phase, ADB provided intensive supervisory missions (fielding four review missions in 1999 
and two in 2000), as MOH counterparts and PIU staff were unfamiliar with ADB’s operational 
procedures and guidelines. ADB also participated in technical discussions with the Government 
and, based on project documents, made decisions without delay. Overall, ADB fielded nine 

 
20 World Bank. 2006. Mongolia Poverty Assessment. Report No. 35660-MN. 13 April. Washington, DC. See also 

ADB. 2006. Participatory Poverty Assessment in Mongolia. Manila. 
21 WHO and Ministry of Health (Mongolia). 2003. Songinokhairkhan Survey Report on Internal Migration and its 

Public Health Consequences. Ulaanbaatar.  
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supervision missions lead by a health specialist (one inception mission, seven review missions, 
and one midterm review mission).  
  
C. Borrower Performance 
 
80. Government performance was satisfactory. The Government has placed a strong priority 
on developing the health care sector and financially supported the implementation of the HSDP. 
It undertook large-scale change and innovative approaches to advance the reform agenda. 
However, while the Government provided adequate counterpart funds during the program 
period, it did not allocate sufficient funds for O&M22 of the equipment procured or the facilities 
constructed and rehabilitated. The performance of the PIU, as noted in the PCR, was good, as it 
facilitated the policy dialogue with the Government and helped consultants maintain close 
communications and cooperation with key stakeholders. The PIU was fully staffed and began 
operations on 1 July 1998. During HSDP implementation, staff turnover was low, and continuity 
of service was well maintained. Upon learning the ADB procedures and guidelines, the PIU staff 
administered the project effectively. However, a weakness of the PIU, as noted in para. 44, was 
the lack of engagement with MOH staff perceived by many middle managers in MOH; a more 
participatory and partnership-oriented approach was needed to build consensus on HSDP 
objectives and policy issues. 
 
D. Technical Assistance  
 
81. The associated TA (footnote 2) was approved concurrently with the HSDP to complement 
 by strengthening local governments’ capacities and supporting implementation of the HSDP. 

v mber 2001. TA implementation was delayed in 
rder to (i) benefit from the lessons identified in implementing reforms in the project area; (ii) 

po

s and guidelines for health services planning, financing, 
anagement, evaluation, and other reference materials were completed, translated into 

cal governments. A total of 35 workshops for a variety of 
rget groups were organized, and 1,089 persons were trained. The TA also funded computer 

pm

                                                

it
Howe er, TA activities commenced only in Septe
o
incor rate recommendations of another TA study on health care financing supported by the 
European Union, which was due for completion by 31 December 2000; and (iii) better incorporate 
the action program of the new Government after the June 2000 election. ADB’s associated TA 
was successfully completed in December 2002. Its areas of focus were (i) direct training and skills 
transfer via workshops and seminars, (ii) development of materials to provide practical guides for 
personnel to use in their day-to-day work, and (iii) organization of training courses both in 
Mongolia and overseas. Material
m
Mongolian, and made available to lo
ta
equi ent and basic software development to help local governments plan, finance, and monitor 
health services. 
 
82. The TA is considered relevant in responding to the needs of the sector and supporting the 
reforms initiated under the HSDP. It achieved significant results in (i) assessing the existing 
organizational and managerial procedures and staff capacity, as well as identifying the needs for 
procedural changes and staff training; and (ii) preparing Mongolia-specific guides and references 
that can be used in future training. The TA was efficient in providing adequate support for 
implementation of the HSDP. The achievement of outcome is likely sustainable, as the materials 
prepared under the TA were reported being used in training staff. However, training was not 
institutionalized within MOH, and many MOH officials were not satisfied with the processes or with 
the achievement of sustainable outcomes associated with the training activities.  Overall, the TA is 

 
22 Owing to favorable growth, O&M as well as capital expenditure have gradually been increased since the 2006 

budget to address deficient maintenance. 
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rated successful, slightly lower than the technical assistance completion report’s rating of highly 
successful. 
 

V. ISSUES, LESSONS, AND FOLLOW-UP ACTIONS 

2.   Health Services in Ulaanbaatar and Provincial Centers 

en these services are unsatisfactory and inadequately funded. As has been 
mphasized in the policy development efforts of two succeeding ADB health sector development 

projects, and is ce l to s in Ulaanbaatar 
ill result in considerable savings, allowing the government to invest in PHC for those unable to 

. The Third Health Sector Project continues supporting reform and 
tionalization of the Mongolian health sector towards PHC. It comprises components to 

address health ing and insurance, human resources development, and 
ector capacity development and management.  

portunities in towns. A recent poverty 

 
A. Issues 
 

1. Rural Health Services 
 
83. The geographically based study undertaken in preparation for the HSDP should now be 
repeated to identify the level of service needed in each district. In some districts adjacent to a 
railway line, or to one of the few good roads in Mongolia, district hospitals could be down-
graded to PHC clinics. Mongolia faces unique problems due to its small, scattered rural 
population. The cost of providing health services through 331 rural district hospitals is 
significant, and the OEM agrees with the findings of the HSDP and HSDP II PPTA reports that 
many of them are underutilized and are not cost-effective due to the small and sometimes 
declining rural populations they serve. However, until transport and communications 
infrastructure is improved, it is difficult to see how rural people outside provincial centers are to 
be provided with health services. Such services in isolated areas will need to maintain higher 
levels of service and will require assistance to do so.    
 

 
84. Urban health services are unlikely to improve or become cost effective until the 
Government accepts the fundamental need to reorient hospital services to a level suitable for a 
population of fewer than 3 million people. This will require it to close or amalgamate large 
numbers of hospitals in Ulaanbaatar so that there are nine general district hospitals, and one or 
two more specialized national hospitals, preferably under a single administration. The present 
system of 21 provincial hospitals should be maintained and improved.   
 
85. PHC will not reach its potential as long as hospital services continue to be available to 
nonemergency outpatients. Moreover, it is evident that the public will continue to bypass PHC 
services wh
e

ntra  the third project, the rationalization of hospital service
w
afford private care
ra

 services, heath financ
s
 

3. Access to Health Services by the Poor 
 

86. State policies on civil registration constitute the major obstacle to providing the migrant 
poor with access to health services; however, the Government has been trying to find a solution 
—including parliamentary debate on a World Bank suggestion to provide each citizen with a 
“smart card” in which all the details required in the present cumbersome registration processes 
are incorporated. However, the proposal has been rejected due to the cost and difficulty of 
implementation. Some urban district governments are also trying to streamline various licensing 
and registration requirements in “one-stop shop” offices. Internal rural to urban migration is likely 
to continue as the rural poor seek new economic op
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assessment shows that rural poverty incidence is 43% compared with 30% in urban areas 
overall,  th % of the population 

ngaged in small-scale herding.  Pending the next census, to be conducted in 2010, there is 

rm and assist the local 
opulation to overcome their civil registration problems.   

tments in better quality services was low, given 
e inability of most citizens to pay for health services. A more gradual, staged approach to 

privatiz n m r HSDP objectives—by first rationalizing 
state s es, reorienting medical training, and developing a licensing system for practitioners, 

the

t spent on hospital services, these 
xpectations were not realized, and the assumptions proved incorrect. The legal status of FGPs 

is amb Ps are taxed as private entities but regulated like public 
stitutions, FGP doctors have no incentive to invest in their practices, and they cannot compete 

 and at the poorest households are to be found among the 20
23e

an urgent need to assist urban district and subdistrict governments to conduct surveys and to 
improve the collection, updating, storage, and retrieval of data on the unregistered and 
uninsured population of each district. A better data system would assist local governments to 
assess the issues and determine whether the current level of assistance is adequate to help 
poor migrants overcome access barriers to social services and health insurance. Further 
support is also needed to assist urban district governments to info
p
 

4. Privatization 
 
87. There was premature emphasis on privatization. A World Bank study notes that, with more 
than 500 registered private providers of hospital and clinic-based services, “the unregulated 
growth of the private sector is a recipe for future disaster, as Mongolia already has too many 
hospitals and health professionals.”24 While the eventual achievement of a mix of private and 
state services is a highly desirable objective, given the prevailing situation in the public health 
sector in 1997, private health services were likely to replicate its shortcomings in quality and 
service orientation. The likelihood of private inves
th

atio ight have produce better outcomes for othe
ervic

and n, with these objectives achieved, by introducing legal and regulatory measures for private 
medical services to grow as the market economy developed.   
 
88. The situation of FGPs, the major initiative for privatization in the HSDP, illustrates the 
issue. FGPs were intended to become the cornerstone of the health service delivery system; the 
HSDP envisaged that FGPs would, from their inception, flourish as private organizations. It was 
expected that a system of capitation-based state funding would cover essential PHC services, 
but that FGPs would be free to offer additional services, as well as those contracted for by the 
Government. It was anticipated that their clients would be free to register at the FGP of their 
choice, thus encouraging competition between service providers. With good incomes, it was 
expected that FGPs would be able to afford to operate and maintain their practices. It was 
assumed that FGP staff, being better paid than their government counterparts, would be 
compensated for the loss of public service benefits available to state-employed doctors and 
nurses. Also, it was assumed that the status of family medicine would create an attractive 
career path for medical graduates, and that the status of general practice and family medicine 
would rise accordingly.  However, as shown in the assessment of the effectiveness of the 
HSDP, with only about 6.0% of total health funding spent on capitation payments to FGPs, 
compared with about 70% of the state health budge
e

iguous. For example, FG
in
in the market with private providers.25 Voluntary registration is not an option for the public, who 

                                                 
23 World Bank. 2006. Mongolia Poverty Assessment. Washington, DC. 
24 World Bank. 2006. The Mongolian Health System at the Crossroads: An Incomplete Transition to a Post-Semashko 

Model. September. East Asia and Human Development Department: Washington, DC. 
25 Fuenzalida-Puelma HI. 2004. Private Sector Regulatory and Institutional Issues in Mongolian Health Reform. May. 

World Bank: Washington, DC.  
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may register only with the FGP located in the Ulaanbaatar subdistrict or provincial center where 
they are legally resident. 
 
89. A more gradual and pragmatic approach to privatization would initially have established 
urban primary health clinics, staffed by salaried doctors and nurses, as part of the package of 
subdistrict public services, along with schools and other state-run community services. Once 
this goal was achieved, the state might have moved towards the next step of privatization by 
offering competitive, closely monitored contracts to private service providers, particularly in the 
higher income areas of towns and cities, to provide an agreed upon package of essential 
ervices such as immunization, antenatal care and monitoring of infants and children under 5 

ed and flawed service and financing model.   

4. To avoid the waste of expensive resources in the future, no equipment should be 
vice warranty period (a minimum of at least 2 years after delivery) nor, in 

e case of complex equipment, without training (on the use as well as maintenance) provided 

successive programs/projects, as has been the case with the HSDP and the following two 
health projects. No matter how competent the consultants, or how acceptable their vision and 

 

s
years of age, and care of the elderly.   
 
B. Lessons  
 
90. An important lesson for implementing health sector reforms, particularly in a transition 
country, is to appreciate the social, political, cultural, and economic context within which reforms 
are to take place. These contextual dimensions are interlinked and often complex, and can 
either hinder or help timely implementation and achievement of reform objectives. In the case of 
the HSDP, some of the reforms introduced were political as well as rooted in tradition and 
people’s perception, and hence difficult to implement within the program period.  
 
91. The HSDP illustrates that if program objectives are overambitious, given the challenges 
to be addressed (and accordingly, the indicators of success are unrealistic), the successes and 
achievements tend to be obscured by the failure to achieve many of the program goals.   
 
92. The HSDP experience demonstrates that privatization should be introduced cautiously 
and judiciously in the health sector. Hasty privatization has not solved the problems of the state 
in finding resources to finance social services at levels expected by the public. The “private” 
FGP model has proved premature, as demonstrated by the crisis evident among periurban 
FGPs in meeting their obligations to the public, especially the poor. This crisis is at least partly 
the result of a very confus
 
93. The PHC model would have been more effective and sustainable if the government had 
established public clinics under urban local governments, and when these were well established 
and accepted, and when penalties were applied to those who self-referred to hospitals, the 
model could have been carefully and gradually extended into a more competitive system, 
allowing private practitioners to tender for contracts to supply packages of essential PHC 
services (maternal and child health, immunization, etc.) for the state, in competition with state 
clinics.   
 
9
procured without a ser
th
by the supplier. Ideally, the supplier should have a local representative. 
 
95. ADB should reconsider the wisdom of engaging the same consultant team leader for 

performance may be to ADB program managers, they must be able to work in a participatory 
manner with middle-level managers in the executing agency, as well those at higher levels. 
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C. Follow-up Actions 
 
96. Recommended follow-up actions are given in Table.5. 
 

Table 5: Recommended Follow-up Actions 
 

Action Responsibility Suggested Timing 
1. Remedial measures should be undertaken 

immediately to rectify the problems of poor 
construction quality and leaking roofs in health 
facilities constructed/rehabilitated in three project 
aimags.   
 

Government 2008 

2. In the context of the ADB strategy for Mongolia, 
assistance should be provided (i) to help the 
Government develop strategies for adjusting national 
registration laws to permit all unregistered persons 
with temporary registration documents access to all 
the health and other social services to which they are 
constitutionally entitled; state policies on civil 
registration constitute the major obstacle to 
providing the migrant poor with access to health 
services; and (ii) to assist urban district and 
subdistrict governments to conduct surveys and to 
improve collection, updating, storage, and retrieval 
of data on the unregistered and uninsured 
population of each district; a better data system 
would assist local governments to assess the issues 
and determine whether the current level of 
assistance available is adequate to help poor 
migrants overcome access barriers to social 
services and health insurance.  

ADB/EARD 
 

2008–2009 

    

ADB = Asian Development Bank, EARD = East Asia Department. 
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COMPARISON OF APPRAISAL AND ACTUAL PROGRAM COSTS
($'000s)

Cost
Overrun/

Estimate Actual (Underrun)
Item Foreign Local Total Foreign Local Total (%)
I. Program 4,000.0 4,000.0 3,844.1 3,844.1 (3.9)

II. Project
A. Base Cost

1. a.  Staff Development 
b.  International 645.0 645.0 385.9 0.0 385.9 (40.2)
c.  In-Country Fellowships 100.0 100.0 0.0 221.7 221.7 121.7
d.  In-Country Workshops 2,726.0 2,726.0 0.0 202.6 202.6 (92.6)
            Subtotal (1) 645.0 2,826.0 3,471.0 385.9 424.3 810.2 (76.7)

2. a.  Consulting Services
b.  International 980.0 980.0 962.1 0.0 962.1 (1.8)
c.  Domestic 245.0 245.0 117.6 0.0 117.6 (52.0)
d.  International Travels 85.0 85.0 52.4 0.0 52.4 (38.4)
e.  Local Travel/Foreigners 30.0 30.0 0.0 4.7 4.7 (84.3)
f.   Local Travel/Domestic 37.0 37.0 0.0 28.4 28.4 (23.2)
            Subtotal (2) 1,065.0 312.0 1,377.0 1,132.1 33.1 1,165.2 (15.4)

3. Civil Works 1,435.0 1,485.0 2,920.0 2,384.1 2,481.3 4,865.4 66.6

4. a.  Equipment, Furniture, and Materials
b.  Medical Equipment 2,120.0 2,120.0 3,619.1 3,619.1 70.7
c.  Other Equipment 261.0 160.0 421.0 611.7 611.7 45.3
d.  Communications Equipment 251.0 35.0 286.0 165.1 165.1 (42.3)
e.  Furniture 40.0 160.0 200.0 39.9 39.9 (80.1)
f.   Transport/Vehicles and Motorcycles 600.0 40.0 640.0 752.2 752.2 17.5
            Subtotal (4) 3,272.0 395.0 3,667.0 5,188.0 0.0 5,188.0 41.5

5. Awareness Campaign 200.0 50.0 250.0 245.8 3.9 249.7 (0.1)

6. Operational Research 140.0 60.0 200.0 0.0 26.2 26.2 (86.9)

7. PIU and Operational Costs 387.0 387.0 0.0 239.7 239.7 (38.1)

8. Taxes 551.0 551.0 0.0 1,508.0 1,508.0 173.7
                        Subtotal (A) 6,757.0 6,066.0 12,823.0 9,335.9 4,716.5 14,052.4 9.6

B. Contingencies (Physical and Price) 808.0 942.0 1,750.0

C. Service Charges 354.0 0.0 354.0 234.5 0.0 234.5 (33.8)

Total 7,919.0 7,008.0 14,927.0 9,570.4 4,716.5 14,286.9 (4.3)
ADB = Asian Development Bank, PIU = project implementation unit.
Source:  ADB project completion report; Project Implementation Unit.



 

POLICY LOAN ACHIEVEMENT MATRIX 
 
Policy Component Target Progress/Achievement 
A. Primary Health Care: Shifting health system focus to PHC 
1. Population support for PHC and FGPs 
 
 
 

 
 
• Majority of population understand 

and support PHC policy in 
Ulaanbaatar and HSDP provinces 

 
 
 
 
 
 
 
• At least 60% of population  

registered with FGP 
 
 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Indicative increase in public awareness of 

reforms from 31% to 68% between June and 
September 1999. The information campaign 
was not extensive nor sustained, and focused 
mainly on raising awareness of the function and 
purpose of FGPs. Recommendations were 
offered to MOH on further IEC strategy/ 
campaign as part of the postcampaign survey 
report, but no action was taken. 

 
• In 2002, 234 FGPs provided PHC services to 

about 1.2 million people; a survey under HSDP 
showed that during the project period, the 
registered population increased from average 
4,297 in the early stages to 5,058 per FGP. 
HSDP promoted client registration with FGPs as 
part of the IEC. It was planned to develop 
registration procedures, forms, and a 
customized registration database to capture 
patient information and track changes in 
registration. However, there were problems 
establishing and implementing the registration 
system due to the number of uninsured people 
in the FGP-designated catchment area.  

                           
2. Doctors’ support for PHC and FGPs  

 
• 40% of medical students consider 

working as PHC providers 
 
 
 
 

[OBJECTIVE – NOT ACHIEVED] 
 
• Few physicians in Mongolia want to become 

family doctors, as documented by the National 
Auditing Board, 2001. In 2002, HSDP surveyed 
attitudes of medical graduates and only 13.9% 
expressed interest in becoming family doctors. 
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Policy Component Target Progress/Achievement 
• FGPs receive report for at least 

50% of their referrals 
 

 
 

• There is no strict observance of referral and 
counter-referral notes. The gate-keeping 
function of FGPs (which should refer clients to 
hospitals when required) is weak. There are no 
penalties for those who self-refer themselves to 
hospitals in nonemergency situations. A World 
Bank study found that in Ulaanbaatar, over 50% 
of the nonpoor refer themselves to hospitals for 
outpatient care.   

 
3. Development of FGPs   

 
• FGPs active in Ulaanbaatar 

districts and HSDP provinces 
 

[OBJECTIVE – ACHIEVED] 
 
• FGPs established in Ulaanbaatar and all 

provincial capitals. Nationwide, FGPs numbered 
238 in 1999, 234 (118 in Ulaanbaatar) in 2002, 
and 224 (115 in Ulaanbaatar) in 2006. In 2002, 
over 56% of the population was covered by the 
234 FGPs (~1.3 million people). 

 
 

4. Shifting health policy priority to PHC services  
 
• Agreed upon percentage of 

government expenditures allocated 
to PHC services in 2002 and 
beyond  

 
 
 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Allocation to PHC also increased from 17% to 

24% but remained significantly below 40%, the 
target set at appraisal. FGP funding is 5.2% of 
total health sector budget (World Bank analysis 
from 2002 data). Government spending on 
health increased during 1998–2002 from 9.4% 
to 11% of total spending (4% to 4.7% of GDP). 
Rather than insufficient health sector funding—
compared with 2.9% of GDP in CIS countries—
the problem is lack of allocative efficiency 
between PHC and hospital subsectors (the 
latter consumes about two thirds of health 
sector spending); HSDP reforms aimed to 
increase PHC allocation with savings from 
hospital rationalization. 
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Policy Component Target Progress/Achievement 
5. Universal access to essential package of clinical 

and public health services 
 
 
• Essential package of clinical and 

public health services defined 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
• Resources identified and 

guaranteed for providing the 
essential package 

 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Regulations approved by ministerial order to 

establish FGPs include list of PHC services to 
be provided by FGPs; their performance-based 
contracts also specify levels of essential 
services. Under the Health Sector Master Plan 
(HSMP), Government approved a more logical 
sector-wide approach to health services delivery 
under Essential and Complementary Package 
of Services (ECPS), which provides a 
framework for the full range of services to be 
provided in the health sector. The “essential” 
part of ECPS is to be provided at PHC level by 
FGPs and district hospitals  (with public sector 
funds) with the “complementary” part covering 
more specialized and emergency services by 
secondary and tertiary hospitals (funding may 
be from other sources including out-of-pocket). 

 
• FGPs and PHC are grossly underfinanced in 

Mongolia; FGP annual capitation rates are 
inadequate to ensure quality and proper staff 
salaries. FGPs are also legally restricted from 
seeking other sources of revenue.  

 
B. Private Health Sector: Helping promote development of private health care delivery 
1. Support private sector delivery of health services   

 
• FGPs active in Ulaanbaatar 

districts and HSDP provinces  
 
 
 
 
 
 
 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• This target has been achieved, but FGPs mainly 

serve the poor in periurban settlements (who 
lack alternative options for health services). 
FGPs are given "private" legal status and 
established nationwide in Ulaanbaatar districts 
and HSDP provinces. The ratio of public and 
private facilities is 1:1.5 (with FGPs) and 1.3:1 
(without FGPs). The OEM agrees with the 
World Bank health sector assessment that 
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Policy Component Target Progress/Achievement 
 
 
 
 
• Hospital services: HIF 

reimbursement similar in public 
and private hospitals 

FGPs are “a restrictive form of outsourcing 
primary health care from public hospitals 
[rather] than a form of privatization.”  

 
• Since 1999, HIF has reimbursed public and 

accredited private hospital beds. Approximately 
10% of the hospitals beds are operated by the 
private sector. 

 
2. Facilitate access to building and equipment for 

private providers  
 
 
• Guidelines for renting/leasing of 

facilities or rooms for health 
services and medical equipment 

 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Guidelines and legal framework developed for 

leasing public building facilities but have not 
been implemented beyond the pilot-testing 
phase. 

 
3. Create an appropriate legal environment for 

private sector participation in health services, 
including control of service quality  

 
 
• Legal accreditation agency and 

mechanisms for health facilities  
 
• Legal licensing agency and 

mechanisms for medical 
practitioners 

 
 
 
• Quality assurance program 

approved by MOH and endorsed 
by health professionals 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Established professional licensing and 

accreditation units under National Center for 
Health Development (NCHD) in 1998 and 
developed relevant criteria and standards. By 
2003, more than 9,138 doctors (some doctors 
have multiple licenses) and 16,652 paramedical 
staff had been licensed and 421 health facilities 
had been accredited. 

 
• Quality management structure in place and 

quality control departments (with quality 
managers) established at all secondary and 
tertiary hospitals in 2000. The units compile 
relevant quality data, including administration of 
client-satisfaction surveys. It is unlikely that data 
are being systematically analyzed or being used 
for actual quality improvements; sector-wide 
quality management system is needed.  
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Policy Component Target Progress/Achievement 
4. Support private sector delivery of noncore hospital 

services 
 
 
• 50% of public hospitals in 

Ulaanbaatar and 20% of provincial 
hospitals have contracted out 
some service  

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Guidelines developed for outsourcing noncore 

hospital services; more than 20 health facilities 
contracted out kitchen/laundry services to 
private providers, but few hospitals use these 
mechanisms beyond the pilot stage. Hospital 
managers interviewed by the OEM said that 
outsourcing either incurred higher costs or did 
not result in cost savings or efficiency gains. 

 
C. Health Facilities—Hospitals: Developing a comprehensive referral network system while adjusting the excess hospital 

accommodation 
1. Rationalize physical infrastructure in rural areas by 

organizing an efficient referral network  
 
 
• Functioning referral network in 

HSDP provinces; mapping for 
other provinces. 

 
 
 
 
 
 
• Definition of what health services 

will be provided at what level and 
by whom  

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Rural facility mapping developed to strengthen 

first referral level in rural areas, based on which 
MOH identified and approved locations of first 
referral units (FRUs); it was decided to establish 
FRUs in 15 districts (all provinces) by 2003. 
Structure of rural referral system is sound, but 
PHC gate-keeping is weak in provincial centers 
and Ulaanbaatar.   

 
• HSDP established frameworks for role 

delineation and levels of services in health 
system (based on Queensland Health 
Guidelines), but its contribution to improving 
referral system was limited; this is in part owing 
to the lack of a clear sector-wide delineation of 
essential and complementary services (as 
defined in the HSMP) on which to base health 
services, resulting in duplication of services at 
different levels: both hospitals and FGPs/ 
district hospitals provide PHC. 
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Policy Component Target Progress/Achievement 
2. Reduce the number of hospital beds  

 
• Classification of hospital beds 
 
 
• In 2002, maximum of 7.5 acute 

hospital beds per 1,000 population  

[OBJECTIVE – NOT ACHIEVED] 
 
• Rationalization plan for hospital sector in 

Ulaanbaatar was developed. 
 
• HSDP achieved the target of reducing hospital 

beds to 7.5 per 1,000 persons in 1999, but total 
number of hospital beds actually increased 
during the project period (1998–2002) due to 
rapid and unregulated expansion in private 
hospital beds. Public hospital beds decreased 
(e.g., by 11% in Dornogobi and 9% in Hovsgol) 
during the HSDP implementation period, but 
mainly due to the closure of rural hospitals; 
private beds increased by over 200%. 

 
3. Develop O&M of facilities   

 
• Functioning O&M programs in all 

hospitals 
 
 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• O&M guidelines were developed by HSDP, but 

ensuring adequate O&M of facilities is an 
ongoing concern, particularly in rural areas. 
(The PCR reported that local governments did 
not allocate sufficient budget and technical 
service staff to implement HSDP O&M 
guidelines.)  

 
• Public hospitals receive annual budgets directly 

from MOF; OEM found that funds for O&M at 
hospitals were neither prioritized nor adequate. 
Annual budgets of district hospitals are not 
enough to cover O&M, and special written 
requests have to be submitted to district 
government through a bureaucratic channel to 
request funds for repairs. 
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Policy Component Target Progress/Achievement 
D. Health Personnel: Establishing an efficient and sustainable workforce in the health sector 
1. Develop a sound human resources development 

policy  
 
 
• Job descriptions, performance-

linked incentives; HMIS includes 
human resource data  

 
 
 
• Continuous training program 

developed 
 
 
 
 
• Continuous training compulsory  

[OBJECTIVE – PARTLY ACHIEVED] 
 
• HSDP established a policy framework for 

workforce planning, general principles/criteria 
for choosing family doctors, and sample job 
descriptions included under related ministerial 
order. 

 
• HSDP developed training curriculum for 

FGP/PHC and trained over 1,300 doctors and 
nurses; provided guidelines on clinical retraining 
to FGPs; but training was short-term, without 
continuity or follow-up. 

 
• Health personnel require proof of competency 

to renew their license (licensing exam offered 
by NCHD), but continuous in-service training is 
neither ensured nor compulsory. HSDP 
assistance to HSU was inadequate and not 
sustained to support a strong and continuous 
PHC curriculum. 

 
2. Reduce health staff in the public sector   

 
• Intake of students based on 

human resource plan  
 
 
 
 
• Engagement of personnel limited 

to approved positions with job 
descriptions  

[OBJECTIVE – PARTLY ACHIEVED] 
 
• During 1997–2003, the number of doctors in 

public facilities generally decreased (by 932); 
but since 2000, the number of doctors overall 
has increased (by 40% in specialist hospitals 
and 80% in private hospitals) 

 
• The HSDP proposed an intake of 200 students 

per year at HSU, but current intake is about 600 
students per year (due to university’s 
operational dependence on tuition fees); there 
is a massive oversupply of doctors in Mongolia.  
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Policy Component Target Progress/Achievement 
3. Promote general practice and PHC delivery vs. 

specialization  
 
 
• One qualified general practitioner 

or family doctor per 2,000 
population in Ulaanbaatar and 
HSDP provincial centers  

 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• On average, there is one family doctor to 1,350 

individuals (about 270 families). The general 
ratio is 26.6 doctors to 10,000 population (or 5 
doctors per 2,000), mostly concentrated in 
urban areas, and the great majority are 
specialists.  

 
4. Introduce incentives for health personnel to work 

in the provinces  
• 80% of health positions filled at 

the district level 
• HSDP-supported financial incentives 

encouraged 46 doctors under contracts with 
MOH to move to work in rural areas/district 
hospitals where there were shortages. This 
program was not sustained after HSDP due to 
lack of funds. 

 
5. Mitigate impact of health facilities rationalization on 

health personnel  
   
 
• People affected by rationalization 

of hospitals in Ulaanbaatar were 
offered FGPs/resettlement  

[OBJECTIVE – PARTLY ACHIEVED] 
   
• Personnel affected by rationalization were 

offered FGP posts; FGPs received salaries 
subsidized by HSDP during the program period. 
Their current situation, in comparison with 
public sector medical staff, is lower in terms of 
income, benefits, training opportunities, 
workloads, and status in the medical profession.  
Reduction in public sector personnel occurred 
only in relation to the redeployment of doctors 
and nurses employed in FGPs (a total of 835 
doctors and 762 nurses). Some older doctors 
who have retired from the public sector now 
operate FGPs. 

 
E. Health Financing—Management: Introducing capitation payment for FGPs and establishing autonomous hospital boards 
1. Introduce capitation payment for FGPs  

 
• Separate budget at the local level 

to finance capitation payment of 
PHC providers  

[OBJECTIVE – ACHIEVED] 
  
• 40% of capitation payments financed by local 

government (60% from HIF). FGPs operate 
under tripartite contracts with MOH and local 
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Policy Component Target Progress/Achievement 
government from 2003–2006. Since 2007, 
FGPs are financed 100% from government 
budget. A capitation payment model was 
approved by MOH in 2000 and capitation rates 
were approved by MOF/MOH the same year.  

 
2. Introduce incentives to consult at the appropriate 

level of health services  
 
 
• Introduction of bypass fees in 

hospitals (outpatient services and 
hospitalization) 

[OBJECTIVE – NOT ACHIEVED] 
  
• Bypass fees have not been introduced; there 

are no incentives to obtain referral from an FGP 
or private practitioner, or disincentives to self-
refer to a hospital outpatient clinic. The number 
of hospital outpatient visits increased 
significantly both nationally and in project 
provinces during the implementation period, 
which may indicate publicly perceived 
deficiencies in the FGP system.   

 
3. Develop prospective payment for hospital services  

 
• Prospective payment scheme for 

HIF payment  
 
 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• HSDP objective for more efficient hospital 

payment system was to shift to case-based fees 
based on diagnosis from fees based on the 
number of inpatient days, and to a system of 
prospective payments, from retrospective 
payments.   

 
• Case-based payment (fixed price per case) was 

introduced, but has so far resulted in perverse 
incentives with increased caseloads/bed 
turnovers, although with reduced average length 
of hospital stays. Some changes to HIF were 
made to allow prospective payments, but 
currently HIF payments to hospitals are still 
retrospective except for the first quarter of the 
fiscal year, when payment is based on expected 
number of clients based on previous year’s 
figures. 
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Policy Component Target Progress/Achievement 
4. Establish autonomous hospital boards   

 
• 30% of hospitals in Ulaanbaatar 

and in the provinces have 
autonomous hospital board  

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Hospital management boards were established 

by ministerial order in December 1999. Hospital 
boards operated in eight provinces during 
HSDP and none were established in 
Ulaanbaatar. Boards functioned poorly, and 
approach was discontinued after HSDP.   

 
5. Control and improve health services quality   

 
• Total quality management 

program endorsed by health 
professionals  

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Ministerial order (Resolution No. 167) issued in 

2000 to improve the quality of health services. 
Accordingly, quality management structure in 
place and quality control departments (with 
quality managers) have been established at all 
secondary and tertiary hospitals since 2000. But 
there are no systematic data on quality of health 
services. 

 
F. Protecting the Poor and Vulnerable Groups: Monitoring the impact of health sector reforms on the poor and vulnerable groups to 

ensure their access to intended essential health services 
1. Identify vulnerable groups for better targeting of 

support  
 
 
• Identify vulnerable groups, (i.e., 

people who need special attention 
to maintain and improve their 
health status) 

 
 
 
 
 
 
 
• Identify the poor 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Vulnerable groups identified under the Social 

Welfare Law and Health Insurance Law are 
based on eligible classifications, irrespective of 
their economic status, including all mothers of 
infants, children under 5 years, elderly, 
adolescents, single parents, disabled people, 
and others. The “very poor” (people in the 
lowest two quintiles below the poverty line) are 
included under vulnerable/exempt groups as 
defined under the Social Welfare Law.  

 
• Only people legally registered as residents of a 

local government area are eligible for state 
benefits. A very large but unquantified number 
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Policy Component Target Progress/Achievement 
of people, mainly the poor, lack either the 
documentation or a place of permanent 
residence needed to become legally registered. 
Therefore, they are not entitled to state benefits 
including health and educational services. If 
people in this situation receive any assistance, 
it is mainly from nongovernment organizations. 

 
• In 2002, according to the HSDP FGP survey, 

the proportion of registered poor increased to 
59% in 2002 from 52% in 1999, and number 
and percentage of registered poor also 
increased across all the age/gender categories.  
The HSDP measure of and conclusions on 
access by the poor are sociologically 
inadequate because they do not include 
analysis of the situation of the nonregistered 
population. 

 
2. Guarantee access to essential health services 

(including essential drugs) for the poor and 
vulnerable groups 

 
 
• Monitor impact of reforms in 

access to health services for the 
poor and vulnerable groups  

 
 
• Monitor impact on utilization of 

health services for the poor and 
vulnerable groups  

 
 
 
 
 
 
• Develop incentives for health 

personnel to work in rural and in 
poor areas to guarantee the 

[OBJECTIVE – PARTLY ACHIEVED] 
 
• Provision of essential health services to the 

poor and vulnerable groups has become a 
major policy issue in Mongolia with regard to 
providing services to the unregistered. 

 
• MOH issued an order to monitor access to and 

utilization of health services for the poor and 
vulnerable groups. HSDP developed 
procedures and set of indicators towards this 
end for integration into HMIS, but its 
effectiveness in capturing relevant data was 
subject to fundamental shortcomings of the 
HMIS system. 

 
• Risk-adjusted capitation rates (i.e., payment for 

the poor and vulnerable groups set higher than 
for other groups) were introduced as incentives 
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Policy Component Target Progress/Achievement 
availability of essential health 
services  

 
 
 
 
• Ensure financing of essential 

health services for the poor and 
vulnerable groups  

for health personnel to target services to the 
poor and vulnerable under HSDP. HSDP also 
supported MOH contracting of 46 doctors to 
work in rural areas with additional financial 
incentives.  

 
• Based on hospital admissions data, people in 

the lowest income quintile are the least likely to 
access health care services. The trend is for 
FGP services to be used mainly by the poor, 
and hospital services mostly by the better-off. 

 
CIS = Commonwealth of Independent States, FGP = family group practice, GDP = gross domestic product, HIF = Health Insurance Fund, HMIS = health 
management information system, HSDP = Health Sector Development Program, HSU = Health Services University (formerly Mongolia Medical University), IEC = 
information education campaign, MOF = Ministry of Finance, MOH = Ministry of Health, NCHD = National Center for Health Development, O&M = operation and 
maintenance, OEM = Operations Evaluation Mission, PCR = project completion report, PHC = primary health care. 
Source: Operations Evaluation Mission. 
 
 
 
 
 



 

PROJECT LOAN ACHIEVEMENT MATRIX 
 
Project Component Target Activity/Achievement 
A. Urban Health Services  

1. PHC Services 
(i) Develop FGPs 
 
 
 

65% of Ulaanbaatar 
population registered with 
an FGP 
 

[OBJECTIVE – ACHIEVED] 
 
Activity. Constructed 49 FGP buildings and rehabilitated 5 in Ulaanbaatar 
for $1.05 million; provided basic equipment amounting to $.053 million; 940 
family doctors and 702 FGP nurses trained nationwide. 
 
Achievement. By 2002, over 56% of population were covered by 234 FGPs 
established nationwide. By 2004, there were 116 FGPs in Ulaanbaatar, 
which provided services to 915,500 residents.   
 
Remarks. FGPs are utilized mainly by the poor in Ulaanbaatar, who lack 
alternative options, while nonpoor use hospital outpatient clinics and private 
service providers. The quality of premises is often unsatisfactory in terms of 
space and absence of functioning water supply and toilets. Conditions of 
employment for medical staff are inferior compared with those in the public 
sector. 

(ii) Training for PHC 
(iii) Emphasize PHC in 

curricula 

50% of medical students 
intend to become family 
doctors 
 

[OBJECTIVE – NOT ACHIEVED] 
 
Activity. PHC training curriculum developed comprising 10 modules; over 
1,300 doctors and nurses trained; guidelines provided on clinical retraining 
for family doctors; investments to modernize the library at MMU and 
procurement of reference books/materials on PHC. 
 
Achievement. Department of Family Health (currently Department of 
General Practice and Preventive Medicine) established in 1996/97. PHC 
curriculum introduced at medical university in 2000.  
 
Remarks. PHC/FGP training was short, without project-provided in-service 
training or follow-up, although other externally funded training was provided, 
such as the United Nations Fund for Population activities maternal and child 
survival program in Hovd. Training in disease prevention and family 
medicine at HSU needs to be strengthened. Very few students intend to 
become family doctors. (The current ratio of specialists to general 
practitioners is around 8:2.) Graduates are qualified for general practice and 
may practice in FGPs or district hospitals. About 80% of students continue 
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Project Component Target Activity/Achievement 
training to become specialists. The 1-year residency offered for special 
licensing in family medicine attracts only 1–3 students each year. 

2. Hospital Services 
(i) Improve hospital 

management  
 

Sound and businesslike 
management of hospitals 
(corporatization) 
 

[OBJECTIVE – NOT ACHIEVED] 
 
Activity. Under the associated TA, autonomous hospital boards were 
introduced and a manual was produced for board members, including roles 
and responsibilities, operational matters, examples of issues to be dealt 
with by boards, and other necessary topics. The procedure introduced was 
for boards to be appointed for a 4-year term with 11 members, including 
representatives from the provincial and district hospitals, FGPs, provincial 
health department, health insurance organizations, provincial finance 
department and local government, and 3 community members. 
 
Achievement. Hospital management boards were established by 
ministerial order in December 1999. Hospital boards operated in eight 
aimags during HSDP but none were established in Ulaanbaatar.  
 
Remarks. Boards functioned poorly, and the innovation was discontinued 
after HSDP. Challenges included funding problems; difficulty selecting 
members; and poor understanding of roles, responsibilities, and functions 
by board members.  

(ii) Improve hospital equipment  
 

Four referral hospitals 
better equipped with 
radiology and laboratory 
equipment  
 

[OBJECTIVE – ACHIEVED] 
 
Activity. Identification of needs for diagnostic and ancillary equipment, 
including laboratory and radiology; procurement of equipment ($1.93 million);
and supply of equipment to Ulaanbaatar and provincial hospitals. 
Development of a master plan for O&M of equipment. 
 
Achievement. Upgrades in equipment in the three provincial hospitals 
visited by OEM, replacing defective or outdated equipment.  
 
Remarks. O&M of equipment continues to be a problem; in some instances 
there was difficulty getting technical support from suppliers; and spare parts 
were unavailable locally. Some radiology equipment was underused 
because staff needed training from the supplier on technical functions, and 
the model supplied was probably too complex for a district hospital’s 
requirements. 
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Project Component Target Activity/Achievement 
B. Rural Health Services  

1. PHC and Essential Services 
(i) Develop FGPs 

 
Establishment of FGPs in 
three provinces. 
 

[OBJECTIVE – ACHIEVED] 
 
Activity. FGPs established, equipped, and provided with trained staff in the 
three provinces. 
 
Achievement. Establishment of 21 FGPs in three provinces ($0.43 million), 
supply of basic equipment ($0.58 million), training of 940 family doctors and 
702 FGP nurses to staff FGPs in three provincial centers. 

(ii) Transform district hospitals 
into PHC clinics 

PHC clinics in three 
provinces 
 

[OBJECTIVE – PARTLY ACHIEVED] 
 

Activity. 20 district hospitals were rehabilitated or constructed ($1.18 
million), including upgrading of water and power supply, heating, insulation, 
and sanitation infrastructure. Equipment was provided to 20 project district 
hospitals ($90,680) as well as to 15 nonproject district hospitals ($202,309). 
 
Achievement. Improved facilities for 35 district hospitals. 
 
Remarks. Most district hospitals continue to function as they did originally, 
providing both PHC and clinical services. Focus on disease prevention is still 
weak. 

2. Hospital Services and Referral 
(i) Rehabilitate provincial 

hospitals 
 
 

Three provincial hospitals 
rehabilitated 
   

[OBJECTIVE – ACHIEVED] 
 
Activity. Upgrading and rehabilitation of three provincial hospitals and 
provision of equipment ($1.6 million). 
 
Achievement. Major rehabilitation of three hospitals. 
 
Remarks. At the Hovd provincial hospital, the quality of civil works under 
HSDP was said (by the hospital director) to be unsatisfactory. The 
improvements in relation to the expenditure were not evident to the OEM. 

(ii) Upgrade first referral units First referral units in the 
HSDP aimags  
 

 
 

[OBJECTIVE – PARTLY ACHIEVED] 
 

Activity. Upgrading or construction of four interdistrict hospitals ($0.43 
million) in Hovd Province (Manhan and Bulgan districts); and Hovsgol 
Province (Shine-eder and Ulaan-uul districts). Equipment provided to five 
hospitals ($0.24 million). Operational master plans developed. 
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Project Component Target Activity/Achievement 
Achievement. 15 district hospitals were designated as first referral units, to 
which patients from other district hospitals could be referred for more 
advanced medical treatment. 
 
Remarks. The OEM found that the interdistrict hospitals designated first 
referral units in Manhan District in Hovd Province had been downgraded 
and were no longer functioning as a referral unit, due to lack of staff and 
facilities. The first referral unit concept was to increase efficiency by 
referring patients with special treatment needs, such as minor surgery, from 
small district hospitals to interdistrict hospitals with more advanced facilities, 
and where there was a doctor present trained in basic surgery. However, 
because of the extremely poor condition of most of the roads, severe winter 
conditions, and the lack of transportation facilities, referral is often difficult. It 
is also hard to attract doctors with advanced training to serve at the district 
level. 

(iii) Improve hospital 
management 

   [OBJECTIVE – NOT ACHIEVED] 
 

Activity. 2–3 days training for development of hospital boards on quality 
assurance management provided to provinces and Ulaanbaatar hospital 
quality assurance managers in 2000–2001. 
 
Achievement. Training provided. 
 
Remarks. Boards functioned poorly, and the innovation was discontinued 
after HSDP was completed. 

C. Management Strengthening 
1. Information Campaign  

 
Successful information 
campaign on PHC and 
reform  
 

[OBJECTIVE – PARTLY ACHIEVED] 
 
Activity. A 10-week nationwide information campaign developed and 
implemented although particular focus was on the selected districts for 
implementation of HSDP activities. 60 radio programs, 61 TV programs, 
and 80 newspaper articles were produced; and 180,000 leaflets were 
distributed to the public and to health service providers. In addition, 80 
meetings and seminars for doctors and hospital staff were conducted. The 
focus was on the purpose of establishing FGPs and to promote their use. 
 
Achievement. The postcampaign survey found an increase in public 
awareness of the HSDP reforms from 31% to 68%. 
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Project Component Target Activity/Achievement 
Remarks. The HSDP survey reported the campaign was initially effective, 
but coverage and interest declined. The OEM considers that IEC activities 
should have been continued for a longer period with follow-up focus on 
“wellness” and disease prevention and PHC approaches. 

2. Compulsory Accreditation and 
Licensing for Health Personnel 
and Facilities 

System in place and 
functioning 
 

OBJECTIVE – PARTLY ACHIEVED 
 
Activity. Developed licensing/accreditation criteria and standards for health 
professionals and health facilities.  
 
Achievement. HSDP established Health Accreditation Department and 
Health Licensing and Post Graduate Training Department in 1997 under 
NCHD (a professional organization under MOH). By 2003, more than 9,138 
doctors (some doctors have multiple licenses) and 16,652 paramedical staff 
had been licensed and 421 health facilities had been accredited. Although 
the Project Implementation Unit's project completion report concluded that 
defined quality standards were largely being met, a World Bank report 
found that PHC practitioners were licensed automatically without a thorough 
process of qualification.  
 
Remarks. Licensing and accreditation procedures, adherence to standards, 
and monitoring of compliance are still generally weak in Mongolia. 

3. Operational Research Economic data available 
for FGP and prospective 
payment of hospitals  
 

[OBJECTIVE – PARTLY ACHIEVED] 
 
Planned Activity. Surveys and costing studies.   
 
Achievement. New financing mechanisms were introduced. 
 
Remarks. If formal costing research was done under HSDP, no 
documentation was found by the OEM.   

4. Health Management 
Information System 

Data for decision making 
and management available 
 

[OBJECTIVE – PARTLY ACHIEVED] 
 

Activity. Development of integrated HMIS (a software package); provision of 
hardware; training to develop focused data sets and capture essential data 
relevant to HSDP areas. 
 
Achievement. HMIS was established. 
 
Remarks. HMIS is poorly designed and outdated. A new purpose-designed, 
user-friendly system is required. 
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5. Program Implementation Unit 

(PIU) 
Smooth implementation of 
HSDP 
 

[OBJECTIVE – ACHIEVED] 
 

Activity. Training, logistics, office equipment, consultant services, 
management of project implementation. 
 
Achievement. The PIU was fully staffed and began operations on 1 July 
1998. During HSDP implementation, staff turnover was low, and continuity 
of service was well maintained. The performance of the PIU appears to 
have been satisfactory. 
 
Remarks. Staff of some aid agencies and some senior MOH officials 
commented that the PIU’s weakness was that it saw the Asian 
Development Bank rather than MOH as its primary client. 
 

FGP = family group practice, HMIS = health management information system, HSDP = Health Sector Development Program, HSU = Health Services University 
(formerly Mongolia Medical University), IEC = information and education campaign, MOH = Ministry of Health, NCHD = National Center for Health Development, 
O&M = operation and maintenance, OEM = Operations Evaluation Mission, PHC = primary health care, PIU = Project Implementation Unit, TA = technical 
assistance. 
Source: Operation Evaluation Mission. 
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CONTEXTUAL DIMENSIONS IN WHICH THE  
HEALTH SECTOR DEVELOPMENT PROGRAM WAS IMPLEMENTED   

 
1. A key lesson for reform implementation is to appreciate the social, political, cultural, and 
economic context within which reforms take place. These contextual dimensions are interlinked 
and often complex. They could hinder or help the implementation and achievement of reform 
objectives. Governance issues such as corruption, for example, affect the level of returns on 
health investments. Current institutional setups and legal frameworks illustrate the complexity of 
sector-wide decision making and coordination. This section thus seeks to delineate these 
factors as a backdrop to understanding the Health Sector Development Program (HSDP) 
operating context and implementation challenges. 
 
A. Environmental Context 
 
2. Geographic Conditions Affect Health System Development and Service Delivery.  
Mongolia is a vast country with a sparse population and extreme climates. Health service 
delivery outside major population centers is difficult. Roads and basic services infrastructure 
(including water and sanitation) leave much to be desired in rural areas. Long distances 
between aimag (provincial) and soum (district) centers and lack of paved roads render referrals 
between different levels of care difficult. Telephones do not reach much of the rural population. 
A third of the Mongolian population live below the poverty line (currently officially defined as 
earnings between MNT19,500 and MNT25,300 per household member per month) with a per 
capita income of $590 (2004). An estimated 23% of the total population live in extreme poverty 
on an income of $0.40 per day.1 Approximately 46% of Mongolians are engaged in herding or 
agriculture (which, combined, account for about 20% of gross domestic product). 
 
B. Attitudes and Behavioral Context  
 
3. Attitudes on Health Utilization. Mongolia’s health system during the Soviet era was 
fashioned after the Semashko model, where both financing and delivery of health services were 
centralized. This system emphasized the provision of curative health services, mainly through 
hospitals, and was weak on primary health care (PHC). The inherited system comprised a large 
and inefficient hospital network providing low quality care, with large numbers of poorly trained 
health personnel operating virtually without any equipment or modern pharmaceuticals. It was 
therefore largely nonresponsive to population health needs and effected poor outcomes. 
However, the system boasted a wide-reaching public health infrastructure called the Sanitary 
Epidemiological Service, which was effective against communicable diseases. Some 75 years 
of Soviet influence encouraged Mongolians to prefer hospital services, presenting serious 
challenges in encouraging demand for PHC in line with HSDP reforms. 
 
C. Transition Context  
 
4. The consequences of transition and inherited legacies of the socialist era created a set 
of circumstances and unique challenges in the health sector, which provide an important 
background to understanding HSDP design and implementation constraints. In Mongolia, the 
Asian Development Bank's (ADB) HSDP was integral to determining the themes, approach, and 
depth of reforms in light of its particular context and health system circumstances. The current 
situation in the health sector is thus, in large part, the consequence of this transition and how 
the process was steered for the health sector. 
 

                                                 
1 UNDP. 2002. Country Brief: Mongolia 2002 World Development Indicators Database. Ulaanbaatar. 

 



48 Appendix 4 

1. 1990–1993: The Beginning of Transition 
 
5. With the demise of the Soviet Union, Mongolia underwent pervasive political and 
socioeconomic reforms. Political change to a democratic system began in 1990, and a market 
economy was introduced in 1991. A new Constitution was adopted in 1993, establishing a 
multiparty parliamentary system of government. While comparing rather favorably with other 
former Soviet countries, Mongolia faced many daunting problems during the transition period. 
 
6. Budgetary Cutbacks and Economic Recession. Assistance from the Soviet Union 
(amounting to about 70% of budgetary support to Mongolia) ceased with its demise. The 
significant budgetary cutback along with market pressures prompted a serious economic 
recession that caused widespread poverty and unemployment, accompanied by social problems 
such as alcohol abuse. The increasing poverty and lack of basic services in rural areas—which 
accompanied the disbandment of heavily subsidized agricultural communes—led to large-scale 
migration to the cities, rapidly increasing the number of urban poor. (This trend continues to the 
present.) There were shortages of fuel and basic commodities, and food had to be rationed to 
ensure adequate supplies to families. In the health sector, lack of funding led to massive 
unemployment, and many staff left to search for alternative livelihoods. This created significant 
shortages of staff to provide health and other social services, especially in the rural areas. 
Health infrastructure deteriorated from lack of maintenance, and old equipment became defunct. 
Medical supplies of all kinds were limited. But the economy began to improve in 1995, along 
with increased diversification.   

 
7. Poorly Managed Health Sector Transition Due to Government Inexperience. 
Transition in the health system was poorly managed during the early days. The government, 
accustomed to the centralized Soviet model, needed funds and new knowledge and approaches 
to respond to public needs for services. Health services were less responsive to public health 
needs than during the Soviet era, and there was a sharp decline in their use during this period. 
There were acute and prolonged shortages of drugs and other medical supplies. Collection and 
management of data were unregulated. Rural areas were the most severely affected by the 
deterioration in services. 
 
8. Institutional Changes—Decentralization and Weakening of Ministry of Health 
Control. During this period, new laws were passed as the result of the adoption of a new 
constitution. With the passage of laws on decentralization and self-governance in 1992, the 
Ministry of Health (MOH) lost substantial control over the management of its financing and 
therefore over the delivery of health services in both rural and urban areas. This disconnected 
MOH responsibilities for policy making from funding and implementing its policies. Beginning in 
1990, the Government also created a new social safety net with a social security fund, separate 
from the state budget. The main purpose was to shift the system of equal benefits for all to a 
targeted system for poor and vulnerable groups. 
  

2. 1994–1999: The Peak of Transition 
 
9. Depleted State Budget and Setting Up of Health Insurance System under MOH. 
During the peak of transition, in response to the depleted state budget, a national health 
insurance system was established under the management of MOH along with some related 
structural changes. This provided an additional source for health sector financing. With MOH 
control of the Health Insurance Fund (HIF), it also regained some measure of control over 
health care delivery.  
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10. External Assistance to the Health Sector. With financing from ADB, major reforms 
commenced, in particular changes in the management of the health sector to support a PHC 
approach. The key mechanism was to establish family group practices (FGPs), which were 
conceived of as neighborhood-based clinics staffed by doctors practicing general family-based 
medicine. A number of national programs such as in reproductive health were also established 
with assistance from external agencies, thereby expanding the range of available health 
services. Around this time, a number of bilateral organizations also assisted to address the 
acute shortage of drugs and inefficient procurement systems, including piloting of revolving drug 
funds and expanding the role of the private sector in pharmaceuticals. Rationalization of the 
hospitals was also a major reform goal; reduction in numbers of beds was expected to decrease 
the infrastructure- and staff-related costs of MOH, in line with reduced state budgets. It was 
envisaged by the HSDP that hospitals would be amalgamated or closed, so that each rural 
district would have a PHC clinic or small referral hospital; each town or city district would have a 
general hospital commensurate with its population and needs; and there would be one or two 
highly specialized national hospitals.  
 
11. Strengthened Legal Framework. With passing of the Health Law, the Drug Act, and 
other supporting laws, the legal framework for the delivery of health services and the 
organization of MOH was strengthened. Also during this period, the development of the private 
sector was accelerated. 
 

3. 2000–2003: From Transition to Development 
 
12. Health Sector Began to Recover. A new Government was elected in 2000, and a 
number of internal changes were made. The new Government introduced the government 
action plan, which provided relatively clear directions for the development of the health sector, 
including the new priority on PHC. With the gradual improvement of the macroeconomic 
situation, the health budget increased and the state budget became more regular. There were 
also a number of amendments to the Health and Health Insurance laws, and a Public Health 
Policy was approved by Parliament. A second HSDP phase was also approved. The 
development of the private sector further accelerated as growing numbers of private health 
facilities and FGPs were established.  
 
D. Legal Context for Health Sector Governance  
 
13. Legal Framework. In addition to the 1993 Constitution, which guarantees people the 
right to health, there are over 20 health-related laws that affect the health care delivery system 
in Mongolia. Among the most important are (i) the Health Law (1998), which guarantees people 
certain medical services regardless of insurance coverage; and (ii) the Health Insurance Law 
(effective 1994 and subsequently revised in 1997, 1998, and 2002), which includes compulsory 
health insurance and government subsidies for vulnerable groups to ensure equitable access. 
Additionally, the 2002 Public Sector Finance and Management Law (PSFML)—though relatively 
nascent—governs relations among various entities involved in budgeting, with the objective to 
move from an input-based to a more effective output-based budgeting scheme. This is expected 
to improve the delivery of health services at all levels. However, some provisions of the PSFML, 
implying a strict and centralized financial arrangement, conflict with laws on self-governance 
and decentralization. 
 
14. Laws Governing Health Financing. The current legal environment governing financial 
management in the health sector is complex and influenced by a number of laws that are 
unrelated to the laws governing the health sector. There are about 14 such general laws, 
including the Law on Administrative and Territorial Units. The main institutions involved in the 
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budgeting process and cycle at the central level are MOH, the Ministry of Finance, and the State 
Social Insurance General Office, under which the HIF now falls. National organizations such as 
the State Audit Board and the Directorate of Medical Services are also involved in the health 
sector budgeting process. At the aimag level, the Health Department is financed from the local 
budget and accountable to the governor. Currently, there is no difference in budget allocations 
among provinces, regardless of poverty and health indicators.  
 
15. Sources of Financing. The primary source for health spending and financing is the 
state budget. MOH is the central administrative body for the health sector and is responsible for 
the development, management, monitoring, and reporting of the health sector budget. The HIF 
(established in 1994 initially under MOH but now administered under the State Social Insurance 
General Office) provides an additional source of funding to the health sector (see discussion on 
HIF in Appendix 8: Issues in Health Insurance and Health Sector Financing).  
 
16. Policy Framework. Aside from the legal framework, there are also a number of policies 
affecting health services delivery. The Public Health Policy (2001), for instance, comprises the 
18 national public health programs currently being implemented. Additionally, Mongolia is a 
signatory to the Millennium Development Goals to be achieved by 2015. 
 
E. Management Issues and Institutional Context: Capacity Constraints   
 
17. Poor Management of Health Facilities. As envisaged by MOH and supported by the 
HSDP, Mongolia’s health care system should consist of three levels of referral: primary (FGPs 
and rural district clinics); secondary (interdistrict and city district referral hospitals), and tertiary 
(regional interprovincial hospitals and city hospitals). In fact, because of the problems of serving 
a scattered rural population over great distances, with few roads and severe climatic conditions, 
most rural district clinics operate as small hospitals and try to provide a range of primary and 
secondary clinical services. Similarly, the interprovincial hospital concept is problematic due to 
the distances between provinces and transporting patients, so most provincial hospitals try to 
provide secondary and tertiary services.  According to official statistics, there are a total of 1,367 
health institutions and facilities in Mongolia, ranging from tertiary hospitals to pharmacies. The 
management capacity and approach in these health facilities and organizations are largely 
inadequate and outdated, and information collection is still mostly paper based. 
 
18. Persistence of Centralized Management Culture Despite Decentralization. Over the 
years, management guidelines and frameworks emphasizing integrated and teamwork-oriented 
approaches have been developed to guide health services management and delivery. MOH has 
also undergone structural changes to enable more integrated management. However, a 
management culture of hierarchical and centralized approach continued to persist in practice 
and therefore to limit actual application of these guidelines and frameworks. 
 
19. Human Resources Management and Difficulty Implementing Related Reforms at 
the Local Level. The current human resource management system in the health sector is weak 
and needs strengthening, particularly at the primary level. There is no system through which 
incentives such as additional wages and professional development opportunities are managed. 
Local governments are often not involved in human resource policy development and 
management issues. 
 
20. Health Information System and Decision Making—Much Data Collected but Little 
Used for Decision Making. The Statistics Law decrees that all sector information be collected 
and managed by the relevant sector ministry. The National Statistical Office oversees the 
country's official statistics, including in the health sector. The Ministry of Finance and the State 
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Social Insurance General Office (which administers the HIF) of the Ministry of Social Welfare 
and Labor are responsible for financial health data collection through district-level branches. 
MOH is in charge of the national health information system (under the Division of Information, 
Monitoring and Evaluation); routine health data are collected at the soum and facility level and 
aggregated for provinces and Ulaanbaatar by the Directorate of Medical Services (an MOH 
agency). Thus, the flow of information necessary for coordinated health policy and planning is 
currently dispersed among different agencies, which makes it difficult to have informed health 
policy planning. Statistical reports are produced on monthly, quarterly, and annual bases. 
Despite the huge amount of data collected in Mongolia, only a small portion tends to be actually 
used to support planning and management decision making.  
 
21. Health Sector Coordination. Coordination of various activities in the health sector is 
done at the central level under MOH's senior officials. The Department of International 
Cooperation and Public Relations in MOH is responsible for facilitating coordination among 
international partners. Additionally, there are a number of steering committees and task forces 
for planning and coordinating various national programs and projects, with overlapping 
memberships and objectives. These mechanisms often lack a sector-wide perspective, as their 
agendas are largely project based. There is considerable duplication and inefficient use of 
resources.  
 
F. Privatization Context 
 
22. The government approved the main direction for privatization in the social sectors 
(2001–2004), supporting all forms of privatization in the health sector and development of new 
private enterprises. Measures include attracting private investments in and privatization of state 
clinical hospitals and leasing or outsourcing management and auxiliary services in health 
facilities to the private sector. The objective is to increase the role and number of private 
providers in the delivery of health services. The legal framework developed for licensing and 
accreditation cover both private and public health facilities and personnel. The HIF was also 
amended to allow reimbursements to both private and public hospitals. FGPs were also 
established with ambiguous "private" status. It was originally envisaged by the HSDP that these 
would be autonomous and permitted to compete for clients, subject only to policies on 
standards of service and clinical treatment protocols. In fact, they are neither fully private nor 
fully public—dependent on state funding, restricted from competition, and permitted to provide 
only specified services.  
 
23. The Operations Evaluation Mission considers that privatization of FGPs was premature. 
Under current arrangements, urban neighborhood PHC services are grossly underfunded, with 
the bulk of expenditure still directed to hospital services. Client satisfaction with FGPs is low 
among the nonpoor, who continue to utilize hospital outpatient services. The general policy 
direction towards privatization of the health sector also proved unable to regulate the growth of 
hospital services, especially in Ulaanbaatar. The initial decrease in hospital beds under the 
HSDP was subsequently reversed by the increase of beds in the private sector.    
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PRIMARY HEALTH CARE AND URBAN FAMILY GROUP PRACTICE 
 
A. Background 
 
1. The most significant achievement of the Health Sector Development Program (HSDP) 
was the institutionalization of family group practices (FGPs). The aim of this innovation was to 
move the foundations of the urban health care system in Ulaanbaatar and provincial towns in 
Mongolia away from hospital services to primary health care (PHC) by providing assistance for 
groups of PHC physicians to establish practices. The HSDP envisaged that FGPs would 
function as private practices. Although their services were to be free under a capitation system 
of remuneration, it was expected that patients could choose which FGP to attend, thus creating 
competition among practices. Commencing in 1999, the HSDP assisted a program to train, 
provide equipment to, and organize doctors and nurses into group practices intended to care for 
a client base of approximately 1,200–1,400 people per doctor. The HSDP included an 
information and education campaign to promote the PHC and FGP concepts. By 2002, 234 
FGPs were established and most urban populations had access to one. At that time, there were 
983 family doctors and 1,478 family nurses in practice. However, by 2006, the total number of 
doctors in FGPs had fallen to 756 and nurses to 689, even though, with continuing rapid 
urbanization, the number of prospective clients per doctor had increased, especially in the 
periurban areas of Ulaanbaatar and several other large provincial towns.    
 
B. Studies of FGP Services 

 
1. HSDP Research (2002) 

 
2. Research during the completion phase of the HSDP1 found that public satisfaction with 
FGPs was 74% in provincial centers and 63% in Ulaanbaatar, while utilization rates were 88% 
in provincial centers and 63% in Ulaanbaatar.  
 

2. Operations Evaluation Mission Survey 
 

3. In May–June 2007, the Operations Evaluation Mission (OEM) conducted a sample 
survey as well as inspections and interviews with stakeholders in the provinces targeted by the 
HSDP and Ulaanbaatar. The survey (Appendix 9) found that in 2006, the number of persons per 
hospital and FGP physician was 719 in Hovd, 767 in Hovsgol, 343 in Dornogovi, and 224 in 
Ulaanbaatar, which is very good by international standards. About 79% of respondents in 
Ulaanbaatar were satisfied with FGP services, a little higher than in the Ulaanbaatar Health 
Department survey of 400 FGP users in 2006 (76%). However, there are no firm data on 
comparative FGP versus hospital utilization, or out-of-pocket expenditures on health services. It 
appears likely that about half of all urban residents now bypass FGPs and continue to go to 
hospital outpatient clinics without penalty if they have state health insurance, or to private 
practitioners. The OEM survey found higher dissatisfaction with FGPs in Ulaanbaatar, mainly 
due to the perceived inefficiency of FGP personnel (for example, long waits to see the doctor or 
receive treatment from the nurse) and to the availability and quality of medical services from 
FGPs. Consequently, patients in Ulaanbaatar are more likely to go to private and state hospitals 
if they can afford to, or have the legal status (civil registration in the hospital area and health 
insurance) to access state hospital services.   
 

                                                      
1 ADB. HSDP Project Completion Report. Mongolia Health Sector Development Program 1998–2002. March 2003. 
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3. Project Preparatory Technical Assistance Study for the Third Project 
 
4. In preparation for the Third Health Sector Development Project,2 an assessment of the 
FGP situation in Ulaanbaatar was conducted by the Asian Development Bank in 2007. There 
are 115 FGPs in Ulaanbaatar, one for each district government subdistrict (khoroo) employing 
422 family doctors and 409 nurses. Key findings were as follows: 
 

(i) The number of family doctors had decreased (7%) since the FGP model was fully 
implemented in 2003. 
 

(ii) The number of family nurses had decreased by around 2% since 2003. 
 

(iii) Average staffing in FGPs reflected the decrease in the number of doctors and 
nurses (e.g., from 4.2 doctors in 2000 to 3.6 in 2007). 
 

(iv) The Ulaanbaatar City population served by FGPs increased by 117,300 in 2000–
2007. 
 

(v) Overall funding to FGPs increased by 39% in 2003–2007, but salaries of family 
doctors and nurses were still well below public service levels (with fewer benefits 
and tax advantages). 
 

(vi) Costs (overheads) and rent for FGPs increased in the period surveyed. 
 

(vii) Surplus and investment in FGPs had decreased since the establishment of the 
model. 
 

(viii) Performance contracts were being used to penalize family doctors for not 
meeting unrealistic contract criteria (15 of 40 FGPs surveyed had had funding 
reduced in the past). 
 

(ix) Inspections were seen largely as positive by FGP staff. 
 

(x) Utilization of FGPs had increased steadily, from 90 patients per day in 2000 
(combined clinic attendance and home visits) to 145 per day in 2007. 
 

(xi) Referral rates were low, implying that fewer needless referrals were occurring.   
 

(xii) The poor were the majority of FGP clients, comprising 58% in 2007. Children and 
older people comprised nearly 70% of FGP workloads. 

 
C. Case Studies 

 
 1. Andsaiham FGP, Bayanzurkh District, Ulaanbaatar 

 
5. The FGP occupying the building (provided under the HSDP) was taken over by the 
present senior doctor after it had been closed in 2006 by the Ministry of Health. The Ministry 
then provided some refurbishment of the building and called for tenders, and six teams applied. 

                                                      
2 ADB. 2007. Report and Recommendation of the President to the Board of Directors on a Proposed Asian 

Development Fund Grant to Mongolia for the Third Health Sector Development Project. Manila. 
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The tender was won by a retired pediatrician, who put together a team of herself, eight other 
doctors, 11 nurses, and 2 nonmedical support staff. This team has operated the FGP for about 
a year.   
 
6. The FGP was previously operated by another team under a different name, and failed 
due to a host of problems, primarily related to management, lack of sufficient funds (probably 
related to its inability to register all the population in the subdistrict), and inability to meet 
specified contract targets.  
 
7. The catchment area for the FGP is very challenging. It is in a ger settlement with a large 
number of recent migrants, high level of unemployment, generally low level of education, severe 
poverty, and high disease rates. For example, the FGP has 41 patients with confirmed 
tuberculosis, and 300 new cases are suspected. Between 1999 and 2006, there was one 
maternal death each year in the subdistrict. Air and water in the area are polluted by industrial 
emissions and the city garbage dump, where many local residents subsist as scavengers.  
 
8. The FGP serves a population of around 18,000 registered residents and at least 4,000 
unregistered residents. By law, every citizen must obtain a permit to leave his or her district of 
residence. On relocation, the migrant must reregister before being entitled to apply for state 
welfare benefits or health insurance and residential and land rights (see Appendix 10). The FGP 
is disadvantaged, as it cannot ethically refuse emergency treatment to unregistered residents, 
but does not get financial compensation for the service provided. The FGP director estimates 
that 30% of the people in the subdistrict are very poor and have problems accessing secondary 
health care services, as they are uninsured or cannot pay their share of costs for services and 
medicine. The practice sees about 120 patients daily. 
 
9. The HSDP-funded building is extremely dilapidated outside, but bright and cheerful, 
though cramped, inside. It has no direct water supply; water is carted from a well to a tank, 
which supplies piped water indoors to two sinks. There is no functioning indoor toilet; patients 
and staff use an unimproved pit latrine outside with no water tap. Like most of the purpose-built 
FGPs, it has a small playground for children. In many urban FGPs, these have been upgraded 
with help from World Vision as part of its child health and nutrition program. World Vision works 
through this and most of the other periurban FGPs, supplying vitamin supplements for mothers 
and children, and training and mobilizing community health volunteers.   
 
10. The FGP director planned to open a second clinic in the subdistrict in late 2007 with 
assistance from the district government. This will operate under the same FGP team and will 
improve accessibility for patients and reduce pressure on the present cramped quarters. She 
planned to relocate half her staff to the new clinic. The practice has no vehicle, so the team 
makes few home visits due to the distances involved (up to 8 kilometers of walking in a much 
dispersed settlement area). Priority is given to tuberculosis patients under the DOTS3 program, 

                                                      
3 In 1993, the World Health Organization declared the incidence of tuberculosis (TB) as a global emergency and 

recommended the implementation of a treatment strategy called DOTS (Directly Observed Treatment, Short-
course). The aim was, first, to identify cases of pulmonary TB in communities around the world, particularly those in 
developing countries, and, second, to treat victims by directly observing them take their medication for at least the 
first 2 months of treatment. The latter is to ensure that medication is taken in the right combinations and 
appropriate dosage in an effort to control and reduce the incidence of multidrug-resistant TB. With direct 
observation of treatment, it is anticipated that 80% of deaths attributed to TB worldwide will be prevented (WHO, 
2006). 
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of whom eight receive home visits. The nurses send out notices about vaccination and other 
special clinics and have their clients come into the clinic. 
 

2. Family Group Practice in Hovd 
 
11. The director of health said that FGPs work very well in Hovd, although it is known that 
they are not so successful in Ulaanbaatar and some other provinces. The FGP visited by the 
OEM was a three-room clinic located on the ground floor of an apartment building. The property 
belonged to the provincial government and had been renovated and fitted out as a clinic under 
the HSDP. Maintenance and repair costs were the responsibility of the FGP.    
 
12. The FGP serves 7,200 people in about 1,500 households, mainly people living in 
apartments, but some from ger settlements. The practice has two doctors, four nurses, and one 
nonmedical worker. It sees, on average, about 30 patients a day. The practice opens during set 
hours, from 8.30 a.m. to 5:30 p.m. The doctor in charge, a pediatrician, said she had entered 
FGP practice as she had no other career options at the time. She had previously been 
employed in a district hospital. The advantages were that she was well known in the part of 
town where she practiced and had certain independence with the FGP’s own facilities, budget, 
and equipment. She also found the growing popularity and acceptance of PHC satisfying.  
 
13. The initial 3 months of training provided under the HSDP was useful, but now as a 
“private” practitioner, she has no access to state programs for in-service training and continuing 
medical education. The disadvantages are low status in the medical profession; having to pay 
tax; and other financial constraints, such as being prohibited from charging a fee for after-hours 
service, which some patients are willing to pay and which would assist the income of the 
practice.  Providing home visits is difficult, especially to patients in ger areas, due to the risk of 
being bitten by dogs. The full financing by the state since late 2006 has improved the situation 
of FGPs, as they had previously not been compensated for treating uninsured patients. The 
FGP income is currently MNT21million, of which the practice pays 10% revenue tax, 19% social 
taxes, and MNT110,000 in salaries.    
 
14. The FGP has no toilet, and water is brought from a well to washstands in the clinic. The 
HSDP package did not include provision of water and sanitation.  
 

3. Khuvsgul-Buyan Family Group Practice In Hovsgol 
 
15. Established in 2000, this FGP currently has two medical doctors, three nurses, and one 
mid-level professional. The FGP has 5,651 registered patients, of whom 60%–70% are 
classified as poor or vulnerable, including children under 16, mothers of newborn infants, single 
parents, the disabled, homeless and unemployed people, and pensioners. Financing is 40% 
from the state budget and 60% from the Health Insurance Fund, by capitation payments.  
 
16. The main problems are the poor quality of the roof; inadequate hospital equipment, 
especially diagnostic equipment and kits; shortage of medical professionals; inadequate heating 
system; and the ambiguous status of the FGP as both a private and a public organization.       
 
D. Conclusions 

 
17. The following conclusions reflect the OEM's investigations and also issues identified in 
the background paper on FGPs for preparation of the Third HSDP (footnote 2). 
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18. FGPs are inadequately funded. Competition between FGPs is not permitted under the 
capitation payments scheme; patients must register with the FGP in the subdistrict for which 
they have civil registration and may obtain free services only if they are registered in that 
locality. The level of capitation is insufficient to encourage and compensate doctors for giving up 
public service and associated benefits or to encourage other doctors to go into family medicine. 
FGPs receive around 5.5% of total health funding, while the hospital sector continues to receive 
around 75% of the state health budget. In 2003, FGPs were still receiving a basic risk-adjusted 
capitation rate of MNT3,200 for each poor person registered and MNT2,300 for each nonpoor 
person registered. In 2007, risk-adjusted rates were abandoned, and Ulaanbaatar FGPs receive 
a uniform rate of MNT2,400, while FGPs in provincial centers receive MNT3,400 per person, 
despite higher costs of living in Ulaanbaatar. Family physicians are now receiving only half as 
much income as hospital specialists, who have benefited from public service pay increases.  
 
19. FGPs are neither public nor private entities. FGP staff are still treated as public 
employees by local governments, state organizations, and ministries, but are liable for higher 
private tax including social insurance contributions. FGPs are taxed as private entities but 
regulated like public organizations, with no profit incentive or motivation to invest in practice 
development. Many FGPs operate from subsidized or public premises, and equipment is 
considered “state” property, since it is funded partly from the state budget (capitation). Although 
“private,” FGPs are not able to contract with any other entity and cannot compete in the market 
with other private providers.4 FGPs are paid lump-sum capitation payments on a regular basis 
based on contractual conditions. Because FGPs receive capitation payment from state budgets, 
finance inspectors impose rules based on those of the public sector, prohibiting distribution of 
savings and property recorded as state owned. However, family doctors have little influence on 
the unrealistic prescribed targets in their contracts and may experience payments being 
withdrawn as a penalty for not meeting all conditions. The attitude has been that FGPs are 
under state regulation and should not be encouraged to make any profit—a great disincentive 
for the model and contrary to the overall concept of strengthening PHC provision. 
 
20. FGP staff lack access to continuing medical education. Other than the first training 
under HSDP, FGP training has been haphazard, irregular, and incomplete, with few local 
authorities funding or organizing training programs or schedules. This reduces public confidence 
in FGPs. 
 
21. FGP practitioners have low morale and status in the medical profession. New 
graduates will be required to work in PHC (at FGPs or at rural district hospitals from 2008), 
which will bring in new doctors in the short term but will not solve the other problems. FGP 
workloads in periurban areas are continually increasing, providing services mainly for the poor. 
FGPs tend to be perceived as facilities for the poor rather than for all citizens. 
 
22. Protocols, referral procedures, and “gate-keeping” are inadequate. Family medicine 
guidelines and protocols have not been sufficiently developed or encouraged, nor have referral 
arrangements for secondary and tertiary care been institutionalized or delineated. There is little, 
if any, penalty for patients who self-refer themselves to hospitals.  
 
23. Most FGPs have inadequate premises and infrastructure. The HSDP provided 75 
purpose-built and uniformly designed clinics under the civil works program, many of which are 
too small for the population served, and lack piped water and improved toilets. There are no 

                                                      
4 Fuenzalida-Puelma HI. May 2004. Private Sector Regulatory and Institutional Issues in Mongolian Health Reform. 

Washington, DC: World Bank.  
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official standards for FGP premises, and many FGPs operate from apartments, shops, stand-
alone buildings, or public premises from which local governments may deduct payment from the 
capitation rate as “rent.” FGP doctors lack the income or incentives to invest in better premises 
(as has been the case with private primary and secondary schools). Undercapitalization means 
that many lack adequate clinical and diagnostic equipment; office furniture including computers, 
facsimile machines, and telephones, just like any other business; and transport to make home 
visits. 
 
24. The “private” FGP model has proved premature. In the late 1990s, privatization 
tended to be seen and recommended by funding agencies, including the ADB, as a panacea for 
the inability of the state to finance social services at levels expected by the public. However, 
understanding of the role of private enterprise in social service provision has developed slowly 
among decision makers. The PHC model would have been more effective and sustainable if the 
Government had established public clinics under urban local governments; and when these 
were well established and accepted, and when penalties were applied to those who self-referred 
to hospitals, the model could have been carefully and gradually extended into a more 
competitive system, allowing private practitioners to tender for contracts to supply packages of 
essential PHC services (maternal and child health, immunization, etc.) for the state, in 
competition with state clinics.   
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RURAL, PROVINCIAL, AND DISTRICT HOSPITALS 
 
A. Introduction 

 
1. As part of the evaluation for the Health Sector Development Program (HSDP), the 
Operations Evaluation Mission (OEM) visited three provinces to assess its impact on rural 
health services. In all provinces, the evaluation team had discussions with senior provincial 
health officials. In Hovsgol Province, the OEM inspected the provincial hospital, Hatgal District 
Hospital, and Burentogtoh District Hospital. In addition, for purposes of comparison, the OEM 
visited Alag-Erdene District Hospital, which was not included in the Program. In Dornogovi 
Province, the OEM visited district hospitals at Erden and Airag and a provincial family group 
practice (FGP). In Hovd Province, the OEM visited the provincial hospital, consulted doctors 
from Darvi District Hospital and from an FGP, and visited the district hospitals in the distant 
districts of Manhan and Dorgon.  
 
B. Provincial and District Hospitals 
 

1. Dornogovi Province  
 
2. Dornogovi Province borders the People’s Republic of China in the south central area of 
Mongolia and has a population of approximately 53,000, of whom about 50% live in its 14 rural 
districts, the remainder living in the provincial town. There are approximately 4,000 herding 
households. The province is mainly sparsely vegetated desert. According to the provincial 
director of health, 8 of 14 district hospitals were renovated under the HSDP, and 1 was 
upgraded to an interdistrict facility with additional surgical facilities and equipment.   
 
3.  The investments in Dornogovi under the HSDP were approximately MNT400 million. 
The provincial hospital was also upgraded with minor civil works and equipment. Nine FGPs 
were established in the provincial town in 2001–2005. Equipment supplied is still in use except 
for the motorcycles for feldshers (health extension nurses serving herders living in subdistricts), 
most of which only lasted for 2 years after they were supplied, as parts could not be obtained to 
repair them. Civil works provided are considered to be of variable quality, and most roofs 
provided or upgraded under the HSDP leak. Construction monitoring is considered to have been 
poor. In the opinion of the provincial health director, accommodation should have been provided 
for district hospital staff to help attract them to work there. 
 

a. Erden  District Hospital 
 
4. Erden District Hospital was built by the HSDP and cares for a population of 2,400 in four 
subdistricts. The farthest subdistrict covered by the hospital is 120 kilometers (km) away. It is 
staffed by a young husband-and-wife team of doctors, both recent graduates. There was no 
doctor in the district for a year before they were posted there. They said they intend to leave in 
2008 and return to Ulaanbaatar to train as specialists. The hospital also employs six midwives 
and six nurses. It has 10 beds, and, at the time of the OEM visit, there were five inpatients. The 
main causes of morbidity were gastrointestinal, hepatitis, respiratory, cardiovascular, mental, 
and obstetrical cases. Adult patients receiving regular care included those with tuberculosis, 
rheumatoid arthritis, mental illness, and diabetes. Surgical cases are referred to the provincial 
hospital using the hospital car. In 2006, the hospital saw a total of 6,200 cases, admitted a total 
of 3,000, and referred 70 patients.  
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5. The new building is of the standard design used for most new facilities provided under 
the HSDP and was supplied with a standard package of equipment and furnishings. It has no 
indoor plumbing; staff and patients use two unimproved pit latrines behind the hospital with no 
tap for washing the body or hands. Water is supplied to the hospital by cart from the district 
center well, for which the hospital pays MNT1 per liter. The appearance and cleanliness of the 
hospital seemed good. The staff said their main problem is the leaking roof, which has been 
repaired three times since the building was completed. The OEM asked to see the dispensarary 
and was shown two metal sterilizer containers, one filled with disposable syringes, the other 
with a cloth pouch containing about a dozen labeled, reusable ampoules of injection 
medications. Apparently no other medications were held by the hospital, implying that patients 
requiring more than one dose of medication must attend the outpatient clinic every day until a 
course of treatment is completed, be admitted, or else receive home visits. 
 

b. Airag District Hospital 
 
6. Airag District Hospital is close to a railway station linking it to the provincial town and its 
hospital, and to Ulaanbaatar, making referral easier than is usually the case in remote rural 
districts. It serves a population of 4,500 in four subdistricts. It is staffed by two doctors; five 
midwives, of whom four are located in subdistricts; five nurses; and seven nonmedical staff. 
There are 15 beds, and the staff report a 90% utilization rate. The three feldshers stay at the 
district center by district policy, and go out to the subdistricts in the hospital car, as the 
motorcycles provided by the HSDP cannot be repaired due to unobtainable spare parts. The 
feldshers are all nearing retirement age. 
 
7. The hospital building is housed in a converted school, renovated and reequipped under 
the HSDP in 1999.  It has two sections: one for inpatients and one for outpatients. The only 
problem reported is the leaking roof, which was repaired in 2006. It has one indoor toilet, which 
is not used because there is no piped water or sewer. Water is supplied to the hospital by cart 
from the district center well 500 meters from the hospital. Staff and patients use an unimproved 
pit latrine with no tap for washing the body or hands.  
 
8. Among the major causes of morbidity, sexually transmitted infections such as hepatitis B 
and syphilis are assumed to be high due to high positive rates found in tests given to pregnant 
women. The other serious health problem reported is respiratory disease, especially among the 
large population of informal miners in the district, which, including their families, is estimated at 
about 1,000. 
 

2. Hovd Province 
 
9. Hovd Province is in the central western region of Mongolia and has a population of 
93,000, of whom 32,000 live in the provincial town. Hovd comprises 16 districts. The intention 
under the HSDP was for the Hovd Provincial Hospital to serve as a tertiary referral hospital for 
the five western provinces of Mongolia. This did not happen according to the provincial director 
of health. Considerably more investment is required in facilities and budget increase, and the 
Ministry of Health (MOH) still treats Hovd Provincial Hospital as a secondary hospital. Other 
issues of distance, bad roads, and ambulance transportation between the provinces remain 
unresolved. Rationalization of provincial health services has proved difficult, because the public 
expect easy access to hospital services (therefore making the issue political). All district 
hospitals have been assisted by the United Nations Population Fund program to reduce 
maternal and child mortality, and the OEM observed that the hospitals inspected have maps 
showing the location of all pregnant women and mothers of children under 5 years. 
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10. The provincial hospital has a smart exterior, but a rather run-down appearance inside, 
with shabby, chipped floors; stained ceilings from water leaks; broken light fittings; and a 
distinctly less cheerful aspect than some of the district hospitals visited by the OEM. As the new 
surgical unit was in use by a team of visiting specialists, the OEM could not inspect it, but the 
visiting surgeon said it was in good condition and adequately equipped. The HSDP had 
allocated approximately $0.5 million for upgrading. The hospital director said that one building 
had been superficially renovated, as well a full renovation of the surgical unit. She expressed 
dissatisfaction with the quality of the work done under the HSDP, saying the quality of materials 
used was shoddy and the roof leaked, requiring expenditure of MNT17 million to repair it. She 
said the hospital was still in need of a new obstetrical bed and obstetrical and gynecological 
equipment, dental equipment, and a more modern X-ray machine. The provincial director of 
health had no comments on the quality of civil works and equipment provided under the HSDP, 
as he was not there at the time, but mentioned that MOH had not included construction firms 
from the province in the bidding process. 
 
11. The hospital has 800 beds, 60 doctors, 190 nurses, 8 technicians, and 10 laboratory 
assistants. The number of nonmedical staff could not be ascertained. A private hospital has 
recently been built nearby, and the doctor-owners were said to have been borrowing equipment 
from the provincial hospital. 
 

a. Manhan District Hospital 
 
12. Manhan District (suom) comprises six subdistricts (bag) the furthest being 12 km from 
the district center. The district has a total population of 4,500 in around 1,000 households. The 
administrative center comprises the district hospital, government offices, a primary and 
secondary school with boarding facilities, and several small businesses. Like most district 
centers in Hovd, it is located in one of the “oasis” areas of this largely desert province. These 
areas have small streams, ponds, swamps, and springs fed by underground water reservoirs 
and/or are located near freshwater lakes. They provide patches of good grazing land, around 
which the district herding populations are concentrated. 
 
13. At the time of the OEM visit, the hospital staff comprised two doctors, one senior nurse, 
six other nurses, two midwives, seven feldshers, one statistician/clerk, and eight other support 
staff. The hospital has 15 beds, which were all occupied by inpatients. The doctors said they 
needed eight more beds for surgery cases. The most common causes of morbidity were 
respiratory, renal, and cardiovascular illnesses. The hospital has 400 outpatients from near the 
district center, and 700 patients who are visited by the feldshers. It has one vehicle. 
 
14. Under the HSDP, Manhan District Hospital was provided with MNT60.027 million in 1999 
and an additional MNT25.122 million for civil works and equipment in 2001. The provincial 
director of health told the OEM that the intention was to upgrade it to an interdistrict referral 
hospital, thereby reducing services for primary health care (PHC) in some of the other district 
hospitals. However, the arrangement was eventually rejected by the provincial health 
department, because the upgrade was considered inadequate, and the additional staff needed 
could not be found to take positions there. While it was classified as an interdistrict hospital and 
had 40 beds, the beds were reduced when the hospital was downgraded.  
 
15. The renovation included an extension to the hospital for surgical procedures, and 
provision of equipment for a surgical theater and obstetrical/delivery room. Everything provided 
was said to be in working order. Staff said that there were problems with the quality of civil 
works for renovation and extension. There is no ventilation, mold has developed on walls, and 
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there is damage to the floor in the old section of the building due to water intrusion from leaks in 
the roof. However, most of these problems have been fixed, according to staff. The OEM 
observed two sinks repaired with sellotape to stop leaking pipes. Apart from this, the hospital 
was clean and well maintained. The PHC program appeared to be successfully implemented, 
with all expectant mothers in the province identified by location for examinations and follow-up, 
and 100% coverage of all required vaccinations was reported.  
 
16. The major issue was water, hygiene, and sewerage. Since 2003, the hospital has had 
access to piped water. A water tank stores water near the heating system, pumped from the 
district center well. Before that, water was manually carted from the well. The hospital pays 
water fees to the district government. It has one indoor toilet that is reserved for the delivery 
unit. It has nine hand basins and a kitchen sink, but no other ablution facilities. There is one 
unimproved outdoor pit latrine in poor condition with no tap adjacent for washing the body or 
hands. 
 

b. Darvi District Hospital 
 
17. The OEM did not visit Darvi District Hospital due to the distance, and because the 
doctors were attending training in the Hovd provincial center. The OEM had a meeting with the 
current doctor, and the former doctor in charge when the HSDP was implemented. Darvi District 
covers a very large area and is divided into five subdistricts, the furthest being several hundred 
kilometers from the district center. Other population data were not available. The hospital 
employs one doctor (a recent graduate), four nurses, two midwives, five feldshers, and nine 
support staff. It has a vehicle, and its 15 beds were said to be adequate for the needs of the 
district, although another doctor is needed.  
 
18. Common causes of morbidity are respiratory, renal, and cardiovascular conditions. In 
1987–1992, the end of the socialist era, it had been an interdistrict hospital, but it was 
downgraded. Under the HSDP, the hospital was renovated, and the doctor in charge at the time 
was satisfied with the quality of work. After 5 years, the roof began to leak, and there was no 
budget for repair or maintenance.  
 
19. The building had an indoor toilet and piped water, but these facilities had become 
dysfunctional. They were repaired as part of the civil works and equipment provided by the 
HSDP. However, the two indoor toilets now in the hospital are never used. The doctor in charge 
said there were sewerage problems. Staff and patients use an unimproved outdoor pit latrine 
with no tap water. The hospital buys its water, which is carted every 2 days from the well serving 
the whole district center. Because water is expensive, it is used sparingly. While in general, the 
doctors were satisfied with the renovation, the doctor in charge at the time said he would have 
liked to have been consulted on equipment, as some items provided were less needed, for 
example, a new obstetrical bed, while other needed items were not provided, such as some 
required diagnostic equipment and test kits. The hospital electricity supply is limited to 4 hours 
in the evening, but it has a generator for use in emergencies. Communication with the provincial 
hospital is not easy: Calls must be taken and received at the district post office, and only during 
the hours that the post office is open or attended. Both doctors said they needed a telephone in 
the hospital.   
 
20. Overall, the doctors said that health services have deteriorated since transition. The 
system is now overly “top down,” and data collection is done, but the hospital lacks feedback 
from data provided by Darvi and other district hospitals and the provincial hospital in Hovd. They 
expressed concern that the feldshers are all middle-aged, have “old-fashioned” training, and are 
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not very amenable to retraining, although pediatric training was provided to them in the previous 
2 years. Younger nursing staff are more motivated and keen to have further training. 
 
  c. Dorgon District Hospital 
 
21. Dorgon District comprises four subdistricts, the furthest being 80 km from the hospital. It 
has a population of about 3,000 in 670 households. The hospital medical staff comprises 1 
doctor, 4 nurses, 2 midwives, 3 feldshers, and 10 support staff, including a laboratory 
technician. It has 13 beds and 5 wards, including one for mental cases. During the OEM visit, 
there were three inpatients. Main causes of morbidity are respiratory, renal, and gastrointestinal 
illnesses. The hospital outpatient clinic normally sees 10–25 patients daily, with the lowest 
number in the winter months; but there is a much higher number of admissions in winter 
months, and more beds are needed at that time of the year. Communication with the district 
hospital for referrals is done by the district government’s radio-telephone. 
 
22. A new medical graduate from the district returning from Ulaanbaatar was expected to be 
employed at the hospital at the end of the year. The doctor in charge wanted to leave and get a 
job in the provincial center so her children could go to school there. She commented that 
doctors from district hospitals are mainly PHC practitioners, so few are interested in FGP 
practice, as there would be little change in their status. Working in provincial hospitals is 
generally a preferred career option, as there is more opportunity to specialize, which is more 
prestigious.   
 
23. The civil works under the HSDP included renovation and a new heating system to 
replace old heating stoves in the wards. The project provided water and sewerage facilities, but 
these are not being used. The tank on the roof freezes, and the heating generator has 
insufficient capacity to pump water. The hospital uses wash stands that are manually filled daily. 
The hospital has one unimproved pit latrine for staff and patients, with no tap. Although there is 
a hydropower station in the district, the hospital has no electricity in summer; but in the winter 
months (October to March), power is supplied for 3 hours in the evening. 
 

3. Hovsgol Province 
 
24. Hovsgol Province is in the north central area of Mongolia and shares a border with the 
Siberian region of the Russian Federation. It is a region distinct in Mongolia for its forests, 
mountains, and large lake. It has 25 districts and an estimated population of about 124,000. 
 

a. Hovsgol Provincial Hospital 
 
25. The hospital employs 68 medical doctors and 163 midlevel professionals, and has 22 
units. Around 7,500–8,000 patients are hospitalized per year, and the average length of stay is 
8 days. Some equipment provided under the HSDP does not work. The equipment came 
without instructions or provision of technical training, and some small tools for the equipment 
were missing. Staff think the procurement was done poorly.   
 
26. The hospital was built in 1971 and was upgraded in 2000 under the HSDP to include a 
surgical unit, outpatient section, and laboratory unit. The annual budget is MNT1 billion, with the 
Health Insurance Fund (HIF) providing 30% of the state budget. Table A6.1 shows the major 
increase in service provision over the past 6 years. 
 
 



Appendix 6 63 

Table A6.1: Health Indicators of Hovsgol Aimag’s Hospital 
 

Indicators Wards (Units) 2000 2001 2002 2003 2004 2005 2006 
Outpatients: Total Internal 914 5,550 11,875 16,213 22,262 20,427 12,704 
 Surgery 4,787 11,708 10,970 10,555 10,302 10,980 11,820 
 Pediatric 0 0 6,280 6,559 4,089 4,798 6509 
 Cancer 544 796 361 4,694 4,807 4,502 2974 
 STD and AIDS 3,172 8,677 10,420 9,334 6,328 4,745 12,347 
 TB 2,524 7,429 2,271 2,203 1,944 1,548 4,430 
From Aimag Center Internal 297 2,469 3,346 4,920 7,876 8,482 5,121 
 Surgery 987 4,208 3,512 4,078 4,041 3,944 6,783 
 Pediatric 0 0 2,999 3,003 2,779 1,804 1,949 
 Cancer 279 452 146 3,963 2,529 1,470 1,163 
 STD and AIDS 528 5,706 3,243 2,324 2,727 2,234 4,984 
 TB 2,331 6,773 1,589 1,374 1,218 741 2,449 
From Rural Internal 617 3,081 8,529 11,293 14,386 11,945 7,584 
 Surgery 3,797 7,500 7,458 6,477 6,261 7,036 5,037 
 Pediatric 0 0 3,281 3,556 1,310 2,994 4,560 
 Cancer 265 344 215 731 2,278 3,032 1,811 
 STD and AIDS 2,644 2,971 7,177 7,010 3,601 2,511 7,363 
 TB 193 656 682 828 726 807 1,981 
Discharged Patients: Total Internal 764 4,408 8,338 8,422 14,257 12,389 8,885 
 Surgery 1,725 4,398 4,324 4,860 5,599 5,936 7,262 
 Pediatric 0 0 5,643 2,780 2,686 2,348 3,087 
 Cancer 307 683 298 1,272 1,927 2,459 1,835 
 STD & AIDS 296 1,052 1,882 1,598 687 1,259 3,884 
 TB 283 1,038 865 887 1,128 743 1,762 
By Soum Doctor Referral Internal 378 1,571 2,988 3,417 5,816 5,711 3,021 
 Surgery 517 967 673 1,429 2,540 2,821 1,534 
 Pediatric 0 0 2,746 693 463 106 524 
 Cancer 128 209 76 449 609 1,039 743 
 STD and AIDS 55 46 357 96 113 120 179 
 TB 34 160 217 178 237 167 579 
By Family Doctor Referral Internal 150 998 1,443 2,585 3,883 4,143 2,105 
 Surgery 338 466 656 4,022 1,793 2,046 1,119 
 Pediatric 0 0 1,046 444 450 144 441 
 Cancer 61 131 58 345 551 494 382 
 STD and AIDS 130 176 538 299 171 208 485 
 TB 68 168 286 203 390 155 395 
By Self-Referral Internal 236 1,839 3,907 2,420 4,558 2,535 3,759 
 Surgery 870 2,961 2,995 2,409 1,266 1,069 4,609 
 Pediatric 0 0 1,851 1,643 1,773 2,095 2,122 
 Cancer 118 34 164 478 765 926 710 
 STD and AIDS 111 830 987 1,203 403 931 3,220 
 TB 181 710 362 506 501 421 788 
Number of Preventive 

Care: Total Internal 86 911 3,208 6,665 6,391 7,299 3,346 
 Surgery 3,030 7,265 6,600 5,440 4,703 5,001 4,464 
 Pediatric 0 0 629 3,742 1,398 2,453 3,377 
 Cancer 228 74 53 2,961 2,386 1,821 446 
 STD and AIDS 2,852 7,494 6,688 7,457 5,585 3,202 8,463 
  TB 2,210 6,281 1,270 1,146 614 598 2,668 

AIDS = acquired immunodeficiency syndrome, STD = sexually transmitted disease, TB = tuberculosis. 
Source: Hovsgol Aimag Health Department. 
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27. The cost per inpatient was MNT3,000–MNT3,500 in 2000 but fell to MNT1,800 by 2006. 
About 40% of patient admissions are from rural areas. 
 

b. Hatgal District Hospital  
 

28. Hatgal District Hospital has been renovated or rebuilt three times since 1962. From 1962 
to 1994, it was an interdistrict hospital, but it was downgraded in 1994–2006 to a district 
hospital. It is now planned to be reestablished in 2008 as an interdistrict hospital. It covers a 
population of 2,800 at present, and the furthest area it covers is over 200 km away.   
 
29. The new building, financed by the HSDP, cost about MNT60 million. It received other 
clinical and laboratory equipment in 2000, which is all in use. The new building, built in 1999–
2001, is faulty; for example, the delivery room in the south section of the hospital has an inside 
temperature between -5°C  and -10°C in winter because it lacks insulation, the quality of the 
roof and walls is very poor, and the heating equipment is nonstandard. The small heating 
system was installed when the hospital was built; however, it has not functioned since 2007 
because the heating unit cannot convey hot water to pipes in the hospital rooms. The hospital 
has part-time electricity from a generator provided by the United Nations Children Fund 
immunization project in 1997, as well as a refrigerator and a solar electricity source supported 
by a German project. The annual budget is MNT65 million, which includes income of MNT1 
million from the HIF. The hospital also has a farm with over 200 sheep, goats, cows, and 
horses, earning MNT700,000 per year.   
 
30. Leading causes of morbidly are communicable diseases, cancer, and injuries. Despite 
the distances involved, the hospital provides over 1,000 home visits each year. 
 
31. Because Hatgal Hospital is of poor quality, the OEM asked the doctor in charge which 
district hospital is considered to be the best. He considers that of the six district hospitals that 
have been rehabilitated, the Recnhimkhymbe District Hospital is of better quality, for an 
investment of MNT83 million (compared with MNT65 million spent on Hatgal). The 
Recnhimkhymbe District Hospital looks after a predominantly minority ethnic population, has 20 
beds, and was constructed by a Czech and Mongolian joint venture company. Comparative 
indicators for Hatgal District Hospital and Recnhimkhymbe District Hospital are shown in Table 
A6.2, pointing out the differences between larger and smaller (Hatgal) districts: Despite its 
smaller population and level of service, Hatgal has higher incidences of acute communicable 
disease and sexually transmitted diseases. 
 

c. Byrentogtokh District Hospital  
 
32. The Byrentogtokh District Hospital delivers services to 4,139 people. It has 20 beds, 
including 2 delivery beds, 2 communicable disease beds, and 5 pediatric beds. The hospital 
equipment meets about 85% of its needs. The annual budget was MNT77.2 million in 2007, 
increased by about MNT30 million from the previous year.   
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Table A6.2: Health Indicators for Renchinlkhymbe and Hatgal Districts in Hovsgol Province    

 

 

 Year  
Indicators HSDP Districts 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 

Renchinlkhymbe 4,184 4,210 4,197 4,376 4,405 4,502 4,549 4,555 4,614 4,652 Total Population 
Hatgal 2,808 2,664 2,554 2,544 2,602 2,702 2,792 2,806 2,831 2,852 
Renchinlkhymbe 95 110 77 80 73 96 69 74 81 83 Number of New Mothers 
Hatgal 50 36 49 43 37 49 29 28 26 25 
Renchinlkhymbe 95 111 76 81 74 97 70 75 81 83 Number of Babies Born in Hospital 
Hatgal 49 35 49 43 37 49 29 27 26 24 
Renchinlkhymbe 15 8 2 1 1 2 0 1 0 1 Number of Home Deliveries 
Hatgal 0 0 0 0 0 0 0 0 0 0 
Renchinlkhymbe 0 1 0 0 0 0 0 0 0 0 Maternal Mortality Rate 
Hatgal 0 0 0 0 0 0 0 0 0 0 
Renchinlkhymbe 32 23 32 29 15 27 24 38 32 38 Crude Mortality Rate 
Hatgal 42 23 24 25 20 17 24 23 23 24 
Renchinlkhymbe 12 3 8 2 1 2 0 9 4 5 Infant Mortality Rate 
Hatgal 3 0 1 2 0 1 2 0 0 0 
Renchinlkhymbe 2 0 1 1 1 2 0 0 2 0 Number of Inpatient Mortality Occurring Within 

24 Hours After Admission Hatgal 4 1 2 2 0 1 2 2 0 0 
Renchinlkhymbe 0 0 1 2 0 1 2 0 0 3 Under 5 Mortality Rate 
Hatgal 1 0 0 1 0 0 0 1 0 0 
Renchinlkhymbe 0 7 10 2 16 27 13 0 11 6 Acute Communicable Diseases per 10,000 

Population Hatgal 4 30 4 4 31 78 11 11 35 39 
Renchinlkhymbe 2 7 24 23 27 64 125 211 173 11 STD per 10,000 Population 
Hatgal 4 71 55 106 27 59 25 18 74 35 
Renchinlkhymbe 547 643 338 327 425 463 350 675 699 662 Number of Inpatients 
Hatgal 554 575 659 681 327 405 465 453 456 410 
Renchinlkhymbe 6,241 6,143 2,555 2,148 3,624 4,652 3,412 5,229 5,212 4,802 Total Actual Occupied Bed Days 
Hatgal 5,572 6,038 5,604 6,386 2,496 3,374 3,329 3,386 3,194 2,766 
Renchinlkhymbe 11.4 9.6 7.6 6.6 8.5 10.0 9.7 7.7 7.5 7.3 Average Length of Stay 
Hatgal 10.1 10.5 8.5 9.4 7.6 8.3 7.2 7.5 7.0 6.7 
Renchinlkhymbe 6,941 9,248 7,031 4,149 10,915 8,540 15,868 10,158 12,815 11,396 Number of Outpatients 
Hatgal 1,992 4,018 4,873 9,104 3,442 3,747 6,654 2,565 5,972 8,031 

HSDP = Health Sector Development Program, STD = sexually transmitted disease. 
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33. The hospital building has been renovated twice since 2001, with funding from the 
provincial governor (the state budget contribution was MNT10 million). Under a poverty 
reduction project in 2004, MNT40 million was provided for improvement of the heating system, 
walls, floors, ceilings, and roof. The clinical equipment from the HSDP is being used very 
effectively. Staff are actively involved in health promotion and participate regularly in training 
courses. Since 2003, the hospital has 24-hour electricity supply and is able to maintain an inside 
temperature of 18°C–20°C in the winter season.  Previously, the hospital was heated by small 
heating units for every two rooms. The hospital building has no clean water and sewerage 
system. Water is carted in and poured into wash stands. The toilet is an outdoor pit latrine with 
no tap water or washstand.  
 

d. Alag-Erdene District Hospital 
 
34. The hospital was inspected as a non-HSDP hospital for purposes of comparison. Its 
catchment area has 3,200 people living in four subdistricts. About 220 households live in rural 
areas. Staff include one doctor, five nurses, one laboratory assistant, and four feldshers. Each 
subdistrict is about 40–80 km from the district center. The HIF coverage rate is 78%, and the 
unemployment rate is 60%.   
 
35. The hospital is financed from the state budget with MNT54 million and over MNT10 
million per year from the HIF. The hospital spends MNT2 million on heating fuel per year and 
has 14 hours of electricity supply per day during summer. The hospital finance was increased to 
MNT64 million in 2007 from MNT24 million in 2006. The hospital staff have access to short- and 
long-term training courses every month.   
 
36. The hospital was originally built in 1950 and renovated in 1989. Currently, a new hospital 
building is planned by the provincial governor at a cost of MNT180 million. The new building will 
have two floors and 6–10 rooms, and will include a water supply and sewerage system. In 
general, the conditions are better than in the hospitals assisted under the HSDP. 
 
C. Findings and Issues on HSDP Provisions for Rural Provincial and District 

Hospitals 
 
37. Cost Effectiveness. Rural health services in Mongolia are not likely to be cost effective 
on a per capita basis compared with other developing countries because of the very sparse and 
scattered population. Cost effectiveness would likely increase if transport infrastructure were 
developed in Mongolia; if there were good roads or railways, district hospitals could function as 
PHC and diagnostic clinics, and refer patients to district or interdistrict hospitals. At present, this 
is not an option, and most district hospitals have to be able to deal with surgical emergencies. 
 
38. The preference of health professionals and patients to administer medication by injection 
needs attention in relation to cost effectiveness. The preference means that patients must go to 
the health service provider every day for a course of treatment, or be admitted to the hospital, 
and a nurse must be employed for the purpose of giving the injections. FGPs must have 
“injection” rooms. Efforts should be made to promote and prescribe or dispense oral 
medications that can be self-administered by patients (except, of course, in tuberculosis 
treatment regimes such as Directly Observed Treatment, Short-term (DOTS) and similar 
conditions. 
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39. Quality of Civil Works. Most facilities inspected by the OEM show problems of quality 
ranging from poor design and construction quality to leaking roofs. Supervision appears to have 
been inadequate. 
 
40. Equipment. The equipment provided is generally useful and well cared for. However, in 
some instances, the standard package of equipment provided duplicated what the hospital 
already had but did not provide equipment that was needed. Doctors in charge of district 
hospitals said that (i) they would have preferred more consultation, and (ii) they lacked 
adequate diagnostic equipment to make the referral system work effectively. When they could 
not make a confident diagnosis, it was safer to refer patients, despite the added cost and even if 
it proved that the referral was unnecessary. 
 
41. Procurement. Some equipment came without instructions and spare parts, reflecting 
poorly on the judgment used in procurement. In the future, no equipment should be procured 
without a service warranty, and in the case of complex equipment, without training provided by 
the supplier. 
 
42. Staffing. Most district hospitals have difficulty attracting or retaining experienced staff. 
The Government should consider paying hardship allowances to district medical staff, including 
nurses. Housing should be provided for health personnel, as this may encourage more staff with 
families to take district level appointments. 
 
43. Communications. District hospitals need better communication links with provincial 
hospitals, especially as many are staffed by young and inexperienced doctors. Ideally, every 
district hospital should have a radio telephone, and there should be a 24-hour call center at 
each provincial hospital to provide advice to district doctors and nurses. 
 
44. Water and Sewerage. None of the district hospitals seen have functioning indoor toilets, 
and only one has functioning piped water. This is a highly unsatisfactory situation. Health 
facilities should be models for personal hygiene, with showers, indoor plumbing, and piped 
water. But as a World Health Organization study1 notes, “most soum [district] hospitals and 
community schools do not have adequate supply of safe water and sanitation facilities. This 
makes it very difficult for the health facilities to provide essential health care and act as models 
for the community. Infection control measures within health settings are also not possible due to 
lack of such essential facilities.” This point was also emphasized in the project preparatory 
technical assistance for the HSDP, but for some reason was overlooked in implementation. 
 
 
 
 
 

                                                 
1 World Health Organization. 2005–2006. Survey of Soum Hospital Water, Sanitation, and Hygiene Status in 

Mongolia. Ulaanbaatar.  
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Table A7.1: Health Facilities by Level of Care
Level Indicator 1997 1998 1999 2000 2001 2002 2003 2004 2005
Public
Primary

Family Group Practices 99 178 233 231 230 228
District  Hospitals 340 345 347 334 310 304 290 296 287
Interdistrict Hospitals 13 13 18 31 31 31

Secondary
District Hospitals 9 12 12 12 12 12
Rural General Hospitals 4 4
Provincial General Hospitals 21 21 21 21 21 18 18 18 18
Regional Treatment and Diagnostic Centers 3 3 3 3

Tertiary
Specialized Centers and Hospitals 21 23 23 19 16 17 17 17 17

Total Public Sector Hospitals 382 389 391 495 550 605 602 611 600
Private

Private Inpatient Clinics 143 160
Private Outpatient Clinics 318 276 448 466 480 536 611 434 523
Total Private Clinics 318 276 448 466 480 536 611 577 683

Total Health Facilities 700 665 839 961 1,030 1,141 1,213 1,188 1,283
Percentage of Private Sector Facilities 45.4 41.5 53.4 48.5 46.6 47.0 50.4 48.6 53.2
Source: National Center for Health Development. 2006. Annual Report 2005 . Ulaanbaatar.



Table A7.2: Health Personnel

Indicator 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
All health workers per 10,000 population
Country average 140.1 128 126.46 123.46 132.41 132.28 135.31 130.45 132.92 132.07
Ulaanbaatar 214.27 197.24 200.87 193.88 186.53 182.52 187.81 173.68 176.3 169.6
Provincial average 112.98 102.36 98.34 96.1 106.34 107.57 108.59 107.23 108.23 109.87

Physicians per 10,000 population
Country average 25.7 25.04 24.33 25.36 27.31 27.38 27.75 26.66 26.17 26.64
Ulaanbaatar 51.6 49.79 47.17 49.64 47.57 47.03 47.87 44.05 42.85 43.01
Provincial average 16.24 15.9 15.7 15.93 17.55 17.71 17.5 17.31 16.71 16.96
     Khuvsgul 14.67 12.95 13.32 13.38 13.82 14.21 14.09 13.72 13.5 13.74
     Khovd 13.72 12.99 13.98 14.09 14.22 15.3 15.24 15.57 13.81 13.77
     Dornogobi 22.28 20.99 22.56 21.5 25.39 26.72 27.44 27.67 22.95 27.23

Midlevel personnel per 10,000 population
Country average 60.4 58.2 55.5 54.3 56.7 56.31 57.3 56.83 57.16 56.72
Ulaanbaatar 85.9 83.6 80 75.9 70 67.92 68.5 66.5 65.42 62.74
Provincial average 51.1 48.8 46.2 45.9 50.2 50.6 51.61 51.63 52.47 53.15

Nurses per 10,000 population
Country average 34.26 32.39 31.16 30.61 30.2 31.5 31.73 31.06 31.43 31.59
Ulaanbaatar 56.26 52.83 50.73 48.22 47.35 42.13 41.76 39.05 38.52 38.26
Provincial average 26.25 24.92 23.92 23.96 23.45 26.29 26.62 26.7 27.41 27.64
     Khuvsgul 29.07 20.8 19.35 21.52 19.84 22.61 22.9 21.77 24.12 24.6
     Khovd 22.46 20.09 20.99 18.61 20.85 23.93 25.05 25.8 26.02 26.4
     Dornogobi 33.64 35.28 35.46 29.41 29.1 29.58 28.41 29.21 30.41 30.64
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Population per physician
     Ulaanbaatar City 193.81 200.83 211.99 201.44 210.22 212.63 208.89 227.02 233.35 232.48
     Khuvsgul 681.78 772.07 750.97 747.45 723.4 703.96 709.91 728.78 740.7 727.77
     Khovd 728.78 770.08 715.27 709.96 703.35 653.76 656.37 642.25 724.25 726.17
     Dornogobi 448.78 476.36 443.23 465.07 393.9 374.26 364.39 361.37 435.65 367.21
Source: National Center for Health Development. 2006. Health Indicators, 1996–2005 . Ulaanbaatar.
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ISSUES IN HEALTH INSURANCE AND HEALTH SECTOR FINANCING1

 
A. Health Insurance 
 
1. A social Health Insurance Fund (HIF) was introduced in 1994. It is a single national fund 
that aimed to cover 80% of the population by 2003. The HIF has local branches to collect 
revenue and pay for insured care. Enrollment is compulsory. Employers deduct the payments 
from the wages and salaries of all formally employed people, and currently the state provides 
free insurance contributions for the unemployed, mothers of newborn children, children under 
16, and the elderly, regardless of their socioeconomic status. Self-employed herders, workers in 
informal occupations, and students 16 and above are not subsidized.  
 
2. The contribution of the HIF to public expenditure on health declined from 31.5% in 2002 
to 18.5% in 2007 despite the objective to increase its share to 35% in 2007.2 The balance of the 
HIF was expected to reach MNT67 billion in 2007—equivalent to half of all health public 
expenditure. The central government budget was expected to fund 77.9% of health public 
expenditure in 2007, the highest since the HIF was introduced. However, overall coverage of 
the population nationwide declined over the years, from 80% in 2002 to 73.6% in 2006. 
(Coverage increased in Ulaanbaatar from 73% to 79% but declined in the provinces from 82% 
to 70%.) The situation of uninsured people (who are ineligible for most secondary and tertiary 
health services unless they pay the full cost) is not documented (unofficial estimates are that 
MNT50 billion is spent annually on health treatment abroad.          
 
B. Health Financing  
 
3. The central government health budget and the HIF funded 72% of total health 
expenditure in 2002. Together with foreign loans and aid and other sources, 84% of total health 
expenditure was financed from prepaid sources. Currently, households pay about 14% of the 
total health expenditure out of their pockets, excluding health services purchased overseas. 
Both major prepaid sources are pooled at the national level. The Ministry of Health (MOH) 
allocates resources to city district and provincial governments, which are the purchasers of 
health services at the secondary and primary levels. Despite the policy to employ output 
budgeting procedures, the allocations to local governments are still prospective, calculated on 
previous annual expenditures.  
 
4. National health accounts show that in 2002 the total expenditure on health was MNT82.6 
billion—equivalent to 6.7% of gross domestic product (GDP) (5.5% from public and 1.2% from 
private sources). Total expenditure on health per capita was $30 in 2002, up from $20 in 1999. 
This came 45% from the state budget; 26% from the HIF; 17% from out-of-pocket expenditures, 
households, and private enterprises; and 12% from foreign loans and aid in 2002 when the first 
health sector development program (HSDP) was completed (health expenditure figures for 
2003–2007 are available). However, the health sector budget has almost doubled since 2003, 
although it declined as a percentage of GDP, as the economy has grown around 6% since 
2004. Per capita health public expenditure was expected to reach $42 in 2007, an increase of 
56% from $27 per capita in 2005.    
 
                                                      
1 This appendix summarizes part of a consultant paper written for the preparation of the Third Health Sector 

Development Project by Natsagdorj Tserendorjene. ADB. 2007. Update of Health Financing and Health Insurance 
in Mongolia. Ulaanbaatar. 

2 Ministry of Health. 2005. Medium-Term Expenditure Framework, HSMP 2005–2015. Volume 2, supported by the 
Japan International Corporation of Welfare Services. Ulaanbaatar. 
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C. Amendments to the Health Insurance Act (2006) 
 

5. The amended Health Insurance Act (2006) ruled that primary health care (PHC—
through family group practices [FGPs] and rural district hospitals) will now be fully funded from 
the central government budget. This was because many poor people were uninsured and 
ineligible for subsidies, and FGPs had to act as de facto insurance agencies, as they were not 
reimbursed for treating uninsured patients. The current range of out-of-pocket spending on 
health services is likely to be much higher than is reported or anticipated by policy makers. It is 
estimated at about 10% of the monthly income in an average household, but may be as much 
as 30% for a poor household. The amendment allows the HIF balance to be used for 
improvement of quality, equity, and coverage of health services to the population; but 10% of 
the HIF should be reserved for unforeseen risks. 
 
6. Health services are classified into three packages by source of funding: (i) essential 
health services, (ii) complementary health services, and (iii) other health services. The central 
Government funds PHC, maternal and child care, emergency care, tuberculosis, cancer, mental 
health, epidemiology, vaccination, long-term rehabilitative and palliative services, and capital 
investment. The HIF benefit package covers internal medicine; neurology; ophthalmology; ear, 
nose, and throat; and nonemergency trauma care and surgery services. 
 
7. The Health Insurance Act has not solved the problems of health budgeting. Hospital 
managers are not allowed to reallocate resources for some line items, such as wages and 
capital investment, while for other line items reallocation is possible but only with the permission 
of higher bodies. In practice, hospital managers are not encouraged to produce budget savings 
and have limited opportunity to increase salaries or pay incentives to doctors. Conditions are set 
on how savings may be carried over to the following year and are subject to lengthy 
bureaucratic processes and disputes. 
 
8. This fragmented system is a major constraint on rational health sector resource 
allocation and explains why the system is still unable to support and reflect health sector 
development policies, and why hospitals are unable to manage their finances efficiently. The 
health sector debt at end-2006 reached MNT1.5 billion despite a balance of MNT2.2 billion in its 
accounts. At that time, the accounts located under MOH, such as capital expense and centrally 
planned activities, e.g., public health, accounted for more than half of the unused resources and 
outstanding debt.  
 
9. The resource allocation of the HIF is still driven by number of beds. MOH limits the 
overall number of public hospital beds; but there is no control over the number of private beds, 
because each urban district or provincial government decides how many private beds to fund. 
Governors may issue licenses to private hospitals (those at the tertiary level and foreign-funded 
private hospitals licensed by MOH). Therefore, the private sector is not guided by demand and 
national needs, but by political decisions. The share of the HIF paid to private hospitals is still 
relatively low but is rising each year. The amended Health Insurance Act requires the central 
Government to approve the criteria for the selection of public providers, but it is still under 
development by MOH and will be addressed by the Third Health Sector Development Project.3

     
10. Under the amended Health Insurance Act, MOH approves payment methods for the HIF 
and government budget, and in theory it also can approve payment rates for the health services 

                                                      
3 ADB. 2007. Report and Recommendation of the President to the Board of Directors on Proposed Asian 

Development Fund Grant for the Third Health Sector Development Project. Manila.  



72 Appendix 8 

to be funded from the government budget. It stipulates that payment rates for the HIF will be 
approved by joint order from the ministries of finance, health, and social welfare and labor.  
 
11. A new order in 2007 introduced a case-mix payment scheme for health services, to be 
funded from the government budget. Case-mix payment rates for the HIF are for public 
hospitals. MOH conducted extensive research and consultation to determine the schedule by 
inpatient, day treatment, and outpatient care; however, no performance indicators are specified.  
 
12. MOH and the HIF enter into separate contracts with public hospitals. The HIF still uses 
flat-rate payments, as hospitals have problems with reporting their case-mix.  
 
13. Capitation payment4 rates were set for rural district hospitals to determine a basic 
capitation rate of MNT21,980, listing relative cost coefficients for each province and 
Ulaanbaatar. And performance indicators have been set for district (soum) hospitals according 
to public health and hospital care services provided. The district hospital capitation payment 
system is based on the recommendations of the Asian Development Bank’s (ADB) HSDP II 
consultants. However, rural district hospitals are still funded by line item, to accommodate the 
funding gap between the required and approved budgets of 2007, although capitation 
commenced in January 2007.  
 
14. The capitation rates for FGPs for 2007 has been severely criticized, as the approved 
rates have not been risk-adjusted and have resulted in an overall decline of FGP funding. MOH 
is currently revising the capitation payment for FGPs, taking these issues into account. MOH is 
considering increasing the budget of FGPs up to MNT5.9 billion. Payment rates for secondary 
and tertiary health services (except for FGP and soum hospitals) are still under official 
consideration. 
 
D. Private Health Services  
 
15. Private provision of health services in Mongolia is unregulated. The amended Health 
Insurance Act states that private provision in the health sector should cover only services in 
areas where support for public sector needs is not provided. However, there is no monitoring of 
the provision. Permission for private health services provision is decentralized and decided by 
provincial and urban district government. There are no policy guidelines for private provision 
and no limit on the number of private beds. Private voluntary health insurance is in a very early 
stage of development in Mongolia and is not covered by health sector legislation, but rather 
under laws governing other private commercial insurance activities. The few private providers 
cover emergency overseas treatment. 
 
E. Health Sector Policy and Proposals for Reform 

 
16. A significant amount of work on policy formulation and capacity building in the area of 
health care financing and social health insurance was done under ADB technical assistance 
(TA) in 2005–2006 for the HSDP II. MOH introduced national health accounts with the support 
of the World Bank in 2005.5 The World Health Organization (WHO) held a regional meeting on 
health care financing strategy in Ulaanbaatar in 2005. The Standing Committee on Social 
Policy, Education, Culture and Science of the State Parliament, with support from the ADB TA, 
has guided the process to develop the health financing policy and the health insurance 

                                                      
4 Capitation payment covers only variable costs. 
5 World Bank and Ministry of Health. 2005. Mongolian National Health Accounts. Ulaanbaatar. 
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development strategy by MOH and the Ministry of Social Welfare and Labor (MOSWL), 
respectively. The Medium-Term Expenditure Framework as a part of the Health Sector Master 
Plan was approved by the Government in 2004 (footnote 2). A series of publications on health 
systems by the European Observatory in London was to be published in 2007 and includes part 
of a comprehensive review of health financing (Health in Transition for Mongolia). The World 
Bank has also released an analysis: The Mongolian Health System at a Crossroads.6

 
17. Among international experts, there are some differences in priorities and identification of 
major issues in health care financing. Some international experts believe that Mongolia should 
better utilize its existing health resources; they argue that the lack of resources is no longer a 
primary issue. Others assert that the health sector suffers from lack of investment. The ADB-
funded studies point to the major cause of the sector’s problems as poor use of resources, 
fragmented financing, inefficient resource allocation, lack of effective purchasing capacity, and 
poorly designed and coordinated provider payment arrangements, which adversely affect the 
performance of the sector to provide efficient and effective services of acceptable quality.  
 
18. Key issues identified as the main reasons for inefficiency are (i) the limited role of the 
HIF in health care financing, and its lack of strength and leverage to affect the performance of 
health care providers; (ii) ineffective coordination between MOH and the HIF; (iii) an 
overextensive hospital sector; and (iv) fragmented financing. Mongolia has been unable to 
address the problem that too much is spent on secondary and tertiary hospitals, while PHC 
services are underfunded, although this was the central concern that the first HSDP aimed to 
address. The Health Sector Master Plan as approved by the Government highlights almost all 
these issues as key problems in the sector. However, the intentions of the Government for 
addressing the issues are still unclear. 
 
19. Recommendations for a separate, independent social health insurance agency as a 
single purchaser by channeling the state budget funds to and through the HIF remain 
controversial. The separation of provider and purchaser is already in place, since MOH 
represents the public health providers. It is argued that MOH cannot be a purchaser, as it is a 
“provider.” In 2004, the joint working group from MOH and MOSWL, responsible for drafting 
health financing policy and a health insurance development strategy, reached a preliminary 
agreement on a health financing model in which a separate, independent single purchaser 
would closely collaborate with both ministries. At present, the working group is not functioning, 
and the joint process of designing a single purchasing model has stopped. Neither the Health 
Sector Master Plan and its implementation framework nor the latest draft of the health financing 
policy document specifies who should be the single purchaser, and how the separation and the 
pooling should be done. It is unclear who should document and approve these details.  
 
20. In 2005, MOH started to draft a Health Financing Policy Paper with the support of the 
ADB TA team. At the same time, MOSWL started to develop a Health Insurance Development 
Strategy Paper. Intersectoral working groups were organized in charge of developing these 
papers. The first drafts were discussed during the national forum on health financing in 
November 2005, but the drafts were not coherent in content or policy recommendations, so the 
outcome was not fruitful. In early 2007, MOH resumed the process and has developed an 
updated version of the health financing strategy by adding a new chapter on implementation, 
monitoring, and evaluation of health financing policy. The Third HSDP will support these 
initiatives. 
 
                                                      
6 World Bank. 2006. The Mongolian Health System at a Crossroads: Incomplete Transition. Washington, DC. 
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RESULTS OF A STUDY OF HEALTH SERVICE QUALITY AND ACCESS IN PROJECT 
LOCATIONS OF THE FIRST HEALTH SECTOR DEVELOPMENT PROGRAM 

 
 
A. Background 
 
1. This appendix summarizes a survey by the Operations Evaluation Mission (OEM) of the 
impact of the first Health Sector Development Program (HSDP). It was conducted as part of the 
OEM assessment of the “access” and “quality” aspects of the HSDP from a user and provider 
perspective, with a focus on the poor and vulnerable groups.  
 

1. Expected Impacts of the HSDP 
 

2. A key objective of the HSDP was to establish primary health care (PHC) services 
through private neighborhood clinics in all provincial towns and Ulaanbaatar. The idea was to 
provide a first level of health care that would be accessible to the population, particularly those 
at risk: the poor1 and vulnerable.2 It was envisaged that the clinics would remove pressure from 
hospital outpatient clinics, permitting the rationalization of hospital services. The “family group 
practices” (FGPs),  as the PHC clinics were termed, were to be partly subsidized by the state for 
key PHC interventions, with the balance funded by the national Health Insurance Fund (HIF). It 
was envisaged that FGPs would develop into self-sustaining, independent medical practices.  
Accordingly, following Order No. 149 of the Mongolian Government of 15 September 1999, 
FGPs became private entities paid on a capitation basis (the number of clients served by each 
FGP) to be adjusted by risk and social and demographic factors. In 2006, there were 224 FGPs 
in the country, more than half of them (115) in Ulaanbaatar. On average, four doctors, four 
nurses, and other support staff provide services to a defined population. In the original concept 
of the HSDP, patients would be allowed to change their doctors and use other FGPs, creating 
competition among service providers. However, at present, an FGP may serve only the 
population registered in its catchment area. All FGP services are free to those registered in their 
communities.  

 
2. Findings of Independent Assessments of Health Sector Reforms 
 

3. A number of academic studies have been made of health sector reforms and FGP 
activities in Mongolia. Some key findings including those of Griffin and his colleagues,3 are 
critical of the health reforms, arguing that they disadvantage the poor. Another by Janes4 claims 
that the artificial division between primary and other levels of care produces poor medicine for 
poor people, noting that: 

 
Family doctors provide little but a highly attenuated form of primary care, which 
given the serious flaws in the health insurance system, and the substantial co-

                                                 
1 The poverty line that was defined by the State Statistical Office in March 2005 is as follows: MNT23,200 for the 

Western Region, MNT22,600 for the Khangai Region, MNT22,300 for the Central Region, MNT25,000 for the 
Eastern region, and MNT30,000 for Ulaanbaatar City. A person having 40% or below of this income level is defined 
as very poor. 

2 The Social Welfare Law (2005) defines vulnerable as single, elderly, and disabled persons who are not able to 
sustain themselves and who have no supporter, children living in difficult situations, and poor and very poor single 
parents with many children. 

3 Griffin, Keith, et al., eds. 2001. A Strategy for Poverty Reduction in Mongolia. UNDP: Ulaanbaatar. 
4 Janes, Craig. 2002. Health Equity and Social Justice in the “Market Fetishism, Post-Socialist Institutional Culture, 

and Attenuated Primary Care: Producing Poor Medicine for Poor People in Post-Transition Mongolia.” Draft paper 
to be presented at the Royal Institute for Interfaith Studies, Amman, Jordan, October 1. 
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pays and user pays required of those provided referrals by the family doctor, 
result in substantial groups underserved.  

 
4. Janes notes that what family doctors actually provide is far from meeting the essential 
needs of their clients in urban Ulaanbaatar and provincial (aimag) centers. His findings are 
supported by a study of the health of Ulaanbaatar’s residents in periurban ger5 settlements by 
the Human Rights and Development Centre (2006) with the assistance of the World Bank. 
According to its qualitative data, health services beyond the primary level are barely available 
for the poor and uninsured population. In addition, the heavy workload of practitioners, lack of 
vehicles and diagnostic facilities, and limited services of FGPs curtail their capacity to provide 
adequate care to the population. FGP services are available 5 days each week during normal 
working hours, but emergency calls meet slow response, between 1 and 3 days after they are 
requested.  

 
3. Progress in Health Indicators 
 

5. Health indicators have shown some positive changes since the late 1990s. In the first 
half of the 1990s, maternal and child mortality rates (89 mothers died in 1990, 129 in 1992) 
were high in Mongolia, particularly in the Western Region and Hovsgol aimag, but more positive 
trends developed later in the 1990s. These successes may be attributed to the implementation 
of externally supported health programs such as reproductive health; breast-feeding promotion; 
and immunization, which currently covers 98.5% for the six common vaccines. While in the early 
1990s the proportion of pregnant women under medical observation was higher in Ulaanbaatar 
than in the aimags, in recent years the situation has changed (Table A9). The decline in 
Ulaanbaatar can be related to the increasing number of unregistered migrants residing there, 
and to lack of knowledge among pregnant migrant women about the FGP at which they should 
be registered. 
 

Table A9: Demographic and Health Statistics 
 

Item Total Hovsgol Hovd Dornogobi Ulaanbaatar 
Population (‘000) 2,594.8 122.1 88.5 54.5 994.3 
Number of Households (‘000):  

Urban 
Rural  

 
372.3 
260.2 

 
9.8 

22.0 

 
6.6 

13.3 

 
8.6 
6.2 

 
226.9 

0.0 
Economically Active Population (‘000)  1,042.8 54.5 37.6 19.7 365.5 
Number of Unemployed  

Of Which, Women  
32,928.0 
18,756.0 

1,941.0 
1,198.0 

1,521.0 
702.0 

222.0 
204.0 

6,107.0 
3,726.0 

 National Average 
Births per 1,000 Population  19.0 19.3 20.8 20.6 18.5 
Deaths per 1,000 Population  6.5 7.1 5.6 6.9 6.5 
Number of Persons per Physician 361.0 767.0 719.0 343.0 224.0 
Number of Persons per Nurse 306.0 393.0 392.0 326.0 254.0 
Infant Mortality Rate  19.1 25.5 16.4 22.5 20.5 
Number of Maternal Deaths  33.0 0.0 1.0 1.0 14.0 
% of Pregnant Women Who Are Covered 

by Antenatal Care 6+ Times in the First 
3 Months of Pregnancy 

85.5 93.3 85.6 98.8 86.6 

Immunization Coverage for Infants  98.5 99.7 99.0 100.0 93.8 
Number of Registered Infectious Diseases 36,221.0 1,437.0 693.0 915.0 18,160.0 
 Source: 2007. Mongolian Statistical Yearbook: 2006. Ulaanbaatar. 

                                                 
5 Gers are traditional Mongolian round felt tents. Originally used by nomadic herders, they are now the main types of 

housing in the sprawling suburbs rapidly growing around Ulaanbaatar and other provincial towns as a result of rural 
to urban migration. 
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6. Current major immediate causes of death include cardiovascular problems, cancer, and 
accidents, which all might be connected with transition to urban living conditions. Cases of 
tuberculosis and anemia are common among poor people in springtime. Immediate causes of 
mortality and morbidity of children continue to be acute respiratory infections, diarrhea, and 
neonatal asphyxia. Some of the main causes are attributed to poor hygienic conditions and 
practices in households, which contribute to the higher period of prevalence of diarrhea and 
hepatitis A during summer, and of acute respiratory infections during the long cold season. 
Those living in gers are particularly affected, as they do not have the better heating and water 
supplies and sanitary facilities that most of those living in apartments have.  
 

4. Approach and Method  
 

7. To assess the impact of the HSDP, in May 2007, the OEM surveyed a sample of clients 
of FGPs in Ulaanbaatar City and three pilot aimags—Hovsgol (Khangai Region), Hovd (Western), 
and Dornogovi (Central), where the FGP system was first established and has been fully 
developed. Methods for primary data collection also included in-depth and small group interviews 
with PHC providers (doctors and nurses) and heads of local health departments. On-site 
observations and relevant documents, studies, and statistics were used to capture a range of 
qualitative and quantitative information.   

 
8. The three rural project areas vary in population, geography, and connection with 
Ulaanbaatar. Hovsgol is the largest aimag in Mongolia, with a population more than twice that of 
Dornogobi (Table A9). Burentogtoh, a nonproject soum (district), which was subsequently 
developed under the HSDP, and Moron, the aimag center in Hovsgol, were selected. Jargalant, 
the aimag center, and Dorgon, one of the project soums in Hovd, were also selected for the study. 
The study was also done in Sainshand and Dornogovi aimag center. The sample for users’ 
surveys was a multistage, cluster-type random sample. The staging of the study was done as 
follows:  
 
9. Three districts (Chingeltei, Han-uul, and Songinohairhan) in Ulaanbaatar and three 
FGPs in each aimag center were selected for the study. In each district or FGP, one or two ger 
subdistricts and one or two subdistricts comprising residential apartment buildings were 
selected. Initially, the OEM randomly selected households to survey from FGP patient rosters. 
However, because FGP doctors claimed that they serve clients not registered with them if they 
need care and have lived in their service area for more than 6 months, the OEM decided to 
randomly select individuals from the household list of the khoroo or bag governor.6 The goal 
was not to select a representative sample of all users, but to assess the access and quality of 
PHC services. A major obstacle to sampling was locating the sample households, which often 
lack specific location names or street numbers in periurban aimag centers, particularly in Hovd. 
In many cases, selected individuals (especially men) were not available during visits, in which 
case the OEM substituted another member of that household for consultation. In total, members 
of 247 households were surveyed as well as 42 family doctors and 40 nurses.  
 

                                                 
6 Provinces are termed aimag; their districts are termed suom, which are divided into subdistricts termed bag. These 

levels of public administration were developed in the socialist era and have been retained to the present. In 
Ulaanbaatar, there are different terms to describe the hierarchy of city administration. The municipal government 
oversees nine districts termed duureg, each of which is divided into khoroo with elected governors or mayors. Each 
of these is further divided into wards, but these have no official administrative status, although each has a 
representative who receives a small allowance from the khoroo. 

 



78 Appendix 9 

10. The following categories of data were collected from users: basic sociodemographic 
information; health status; utilization of, quality of, and satisfaction with the FGP; payment for 
FGP; and referral services, accessibility, and perceived impact of health reforms since 1997. 
Assessment of health care providers’ perceptions aimed to assess (i) motivation and quality of 
health professionals and their support for the health care reforms; (ii) whether the health 
personnel at the FGP feel they have appropriate training and qualifications to respond to 
primary health ailments and population health needs, and if not, what qualifications and further 
training they need; (iii) motivational or demotivational issues; (iv) familiarity with reforms since 
1997 and their support of the reforms; (v) the impact of reforms on health care providers, and 
their positive and negative perceptions; (vi) the effect of “risk-adjusted” capitation payments on 
motivation to serve in poor areas; and (vii) preferences for general or primary health practice 
versus specialization and hospital employment. 
 
B. Findings of the Study 

 
1. Analysis of Health Service Client Survey Results 

 
11. Over 80% of total respondents evaluated their health as good or not bad. Almost half of 
the total respondents occasionally got sick in the previous 12 months. Over half of Ulaanbaatar 
and Hovsgol respondents and over 30% of Hovd and Dornogovi respondents—43.7% of the 
interviewees—said they suffer from one or more chronic diseases, among which cardiovascular  
disease (particularly in Ulaanbaatar), hepatitis and other liver diseases, and kidney problems 
are predominant. Health services are available for 70% (Hovsgol) to 87% (Hovd) of the 
respondents whenever they need to use them. Around a quarter of respondents said they take 
preventive measures not to be sick. 

 
12. In 2006, the number of persons per physician in the survey areas was 719 in Hovd, 767 
in Hovsgol, 343 in Dornogovi, and 224 in Ulaanbaatar. On average, around 40% of the 
respondents think that access to health services has improved since 1997–1998. However, the 
percentage of those who agree with this statement is lower in Ulaanbaatar than in the aimags, 
despite Ulaanbaatar’s better health statistics. The majority of respondents said they buy 
medicines in drugstores, but in periurban subdistricts, no 24-hour drugstores are available.  

 
13. The satisfaction of Ulaanbaatar respondents with FGP general services is 79.4%, which 
is higher than the survey results (76%) done by the City Health Department among 400 
Ulaanbaatar FGP users in 2006 (Figure A9). According to the latter statistics, the satisfaction 
level of FGP users in Songinohairhan District is the second highest among all beneficiaries of 
eight districts. The satisfaction level of users in Chingeltei and Han-uul districts is lower than the 
city average (Figure A9).   
 
14. Survey results show that the percentage of people who are not satisfied with their overall 
experiences at FGPs or who have no experience with FGPs is higher among Ulaanbaatar 
respondents than among aimag respondents. Their dissatisfaction refers mainly to the efficiency 
of FGP personnel and the availability and quality of medical services at the FGP rather than to 
the knowledge, skills, or attitudes of FGP doctors and nurses. Consequently, Ulaanbaatar 
patients are more likely to go to private and state hospitals, bypassing FGPs if they can afford to 
or have the legal status to access state hospital services (i.e., civil registration in the hospital 
area). 
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Figure A9: Satisfaction of FGP Users by Ulaanbaatar District, 2005 and 2006  
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Source: City Health Department, 2006. 

 
15. In both rural and urban areas, the poor tend to live in gers or small wooden houses, 
often placed inside fenced compounds. Each district of Ulaanbaatar has ger subdistricts, and 
the majority of aimag center residents live in ger areas. There are on average two households 
per compound. Data analysis demonstrates that the poorest segments of the population, rural 
and ger residents, unemployed, blue collar workers, and retired people are most likely to seek 
FGP services. About 70%–86% of the respondents in the provinces and 57% of city 
respondents go to an FGP first when they need medical advice or treatment. In Ulaanbaatar, 
only 52.5% of apartment resident respondents and 65.5% ger resident respondents go to an 
FGP first for health services. Around 10% of FGP client respondents said they receive drugs 
free of charge. 
 
16. Ger residents in Ulaanbaatar are far more satisfied with the services of FGPs than those 
who live in apartments. Based on the survey results as well as observations, the workload of 
FGP personnel serving ger area residents is usually far more than those serving apartment 
residents due to the radius of their service, the number of patients, and the number of births. 
Some elderly people, including patients living in apartments in the city center, are unlikely to be 
visited by family doctors and nurses unless they or their family members make specific requests 
to their neighborhood FGP for home visits, and then only if the FGP director approves the need 
for this service. 
 
17. Poor people cannot afford the cost of laboratory tests, the minimum cost of which is 
MNT500 ($0.43). Lack of available beds at state hospitals mean that patients must wait for 
some time, or if they are acute cases, they get a bed in a corridor. Only one third of respondents 
who were inpatients obtained services at hospitals free of charge. Most hospital-prescribed 
medicines must be purchased by patients themselves or their family members. Two thirds of 
respondents who had been hospitalized are satisfied with the services they received in terms of 
effectiveness of the treatment. Many patients complained that medical personnel at hospitals 
discriminate against their patients and do not serve them as well as they serve their own 
relatives and acquaintances. Both urban and rural patients reported institutional, bureaucratic, 
and cost barriers as the main problems in receiving desired health care at secondary and 

 



80 Appendix 9 

tertiary facilities. Middle aged and elderly patients are particularly likely to regard FGP outpatient 
services with disfavor, as they still tend to regard hospital care and inpatient service as superior 
treatment. 
 
 2. Results of Consultations with Health Service Providers 
 
18. Doctors and nurses working for FGPs and soum hospitals, as well as some heads and 
officials of local health departments interviewed, noted that the establishment of FGPs and 
provision of full and equal access by urban and provincial center populations to PHC services 
has been very effective, particularly up to 2001. 
 
19. The majority of doctors and nurses who worked for FGPs were assigned to their position 
by the Ministry of Health when the FGPs were established. In the HSDP project areas, FGPs as 
well as soum hospitals were equipped under the HSDP. In 2000, there were only four FGPs in 
Ulaanbaatar that had their own buildings. Now, most FGPs in the project areas are located in 
the specially designed FGP buildings. In 2006, 104 FGPs had standard buildings.  

 
20. Quality of FGP Buildings. Overall, it was noted that some equipment provided under 
the HSDP was outdated at the time of the survey, and not all buildings had been provided with 
central heating. The quality of buildings provided under the HSDP varied depending on the 
performance of construction companies. For example, Dr. J. Sunjidmaa, the head of Buyan 
FGP in Hovd, said that the building of her FGP was built by a local construction company in late 
December 2001, costing over MNT26 million. However, the company did not complete the work 
in the summer of 2002, as planned. The building was not built to the contract design, and the 
surrounding compound was not improved, as provided for in the design. Because materials 
were not used according to standard contract specifications, the roof now leaks, and the small 
furnace requires four stokers. Similar complaints were also raised during the interview with 
Sainshand doctors regarding the Misheelt-Mana FGP building constructed in May 2005. 
 
21. All FGP buildings in aimag centers and Burentogtoh soum hospital have electricity. The 
HSDP-assisted hospital in Dorgon soum has indoor toilets, basins, and a shower but no water 
or electricity supply. Local authorities and FGP personnel hope that the situation will be 
improved when the construction of the Dorgon hydropower station, which is 13 kilometers from 
the soum center, is completed in 2008. Few rural FGPs have indoor piped water and toilets. 
One or two stokers are employed by rural and some city FGPs to provide heating during the 
long cold season. 
 
22. Reform Results. One of the main results of the reform, as interviewees remarked, is an 
increase in the proportion of pregnant women under medical observation (recent requirements 
related to amendments in the Social Welfare Law on child benefits and active involvement of 
volunteers in rural streets have helped). This appears to have contributed to the decrease in 
rates of child and maternal mortality, and in the number of unwanted pregnancies. However, 
poor mothers tend to give birth to more children due to the recently provided “baby bonus” 
benefits. This suggests that the number of infant deaths is likely to increase in the near future 
due to the influx of unregistered migrants as temporary or permanent urban residents. The best 
outcome of HSDP-promoted PHC service development has been child immunization coverage, 
which is now 93.8% in Ulaanbaatar and 99%–100% in the three projects aimags for the six 
common vaccines. The lower immunization coverage in Ulaanbaatar compared with that in the 
aimags is likely to be related to the increasing number of unregistered migrants in Ulaanbaatar 
and lack of knowledge among migrant mothers about how to register newborn children. Poor 
coverage at FGPs situated in the city center may also contribute to the decline in immunization 
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coverage reported by the City Health Department, which decreased from 98.5% in 2005 to 
96.6% in 2006 in Sukhbaatar District. 
 
23. Other positive outcomes such as changes in attitudes, habits, and knowledge of the 
population have occurred as the result of the reform, particularly in health education, household 
visits, and preventive checks provided by FGPs. Health education for targeted groups usually 
takes place at FGPs once a month. FGP personnel advertise the education sessions on the 
board at FGPs or use local television and radio. The main problems of FGP educators are their 
limited experience and knowledge of training methodology. In addition, they lack effective 
teaching aids such as white boards and posters. From time to time, nurses and doctors from 
FGPs and secondary hospitals provide targeted PHC services at places where people gather. In 
Moron, Hovsgol, the OEM observed one of these activities that took place at an outdoor market.  
Doctors held consultations and measured blood pressure, and nurses gave massages to 
patients with conditions needing this treatment, free of charge. Practitioners said that they prefer 
preventive health care to curative treatment and recommend that the HIF pay bonuses for people 
who maintain their good health for 3 or more years.      
 
24. Status of FGPs. FGP doctors and nurses complained about a recent television program 
in which a senior political figure was interviewed, which they felt encouraged public perceptions of 
inferiority and low rank of FGP practitioners. General practitioners suffer low status among 
medical professionals but are valued by ordinary population, particularly by rural and low-income 
people. In 1999, for instance, only a small number of people came for services to Delgermoron 
FGP in Hovsgol, but now it provides PHC services to 25,000 people annually. According to health 
care providers, around 60%–70% of users of FGPs in aimag centers are poor and low-income 
people. 
 
25. Diagnostic Services. FGP professionals are concerned about their lack of  means to 
perform diagnostic tests, such as hemoglobin and sugar tests, and having to refer patients to 
hospitals where full or partial payment is required (depending on whether the client is covered by 
health insurance).  
 
26. Finance. Family doctors wish FGPs were financed not by the number of the registered 
people at each FGP but on the basis of those registered at khoroos (urban subdistrict), 
considering their increased workload due to the provision of services to uninsured and 
unregistered patients. For instance, an FGP in Sainshand serves 5,356 people, although it 
receives payment for 4,100 users. (However, migrant respondents in both rural and urban areas 
denied that FGP services are easy to access.) Doctors remarked that the capitation-based 
contract payment is not the best method, because it produces an uneven workload among 
doctors and nurses, which paradoxically reflects on the quality of services of highly qualified 
doctors who have patients above the norm. In general, the population per FGP in ger areas is 
higher than that in the city center and differs from FGP to FGP in aimag centers.   
 
27. Inequities. Soum doctors, as state employees, receive benefits unavailable to FGP 
doctors. For example, a doctor with 20 years of work experience in Burentogtoh soum hospital 
receives MNT120,000 monthly, with MNT2,000 per extra working hour, and is expecting benefits 
equal to 6 months salary per 5 working years in the soum. Her daughter graduated from the 
Medical University with free tuition because her mother works for a state-run hospital. Soum 
governments are also supposed to provide housing for doctors working in a soum hospital. In 
contrast, FGP doctors earn around MNT140,000–MNT150,000, but they do not get benefits and 
allowances provided either to state-run hospital doctors or doctors working in soums. Young 
family doctors usually stay at an FGP no more than 2 years and shift from the FGP to state-run 
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hospitals as soon as they qualify in a medical specialization. Shifting to the public sector gives 
them higher status, fixed working hours, a number of fringe benefits, and professional and 
promotional advantages. Specialists may also join private clinics or open their own private 
practice.  
 
28. Perception of Doctors. Family doctors valued the independent financial authority, 
teamwork, and closeness to their communities as the main advantages of FGPs. Those 
interviewed have had training mostly in family therapy, reproductive health, and acquired 
immunodeficiency syndrome/human immunodeficiency virus (HIV/AIDS), but they wanted to get 
specialized training and to improve their knowledge in legal studies, management, and 
communication skills. They pointed out that health knowledge among the public is low, despite 
increased awareness of the benefits of child vaccination and family planning methods. However, 
their workload does not let them provide health education to their population. 
 
29. Nurses' Perceptions. The average age of an FGP nurse is around 40. They stated that 
they visit the elderly, pregnant women, and families with young children in their areas more often 
than doctors and have earned a good reputation among ordinary people. Nurses provide health 
education to people in addition to household visits, immunization, and other clinical jobs. In some 
FGPs, a particular nurse is assigned solely for health education to the community. In other 
FGPs, all nurses are involved in education, taking turns. Provision of health services to nomads 
takes a lot of time due to difficult roads and the dispersed population. For instance, traveling to 
Sangiin Dalai bag to vaccinate 11 children takes a whole day for a nurse from Burentogtoh soum 
hospital. The traveling time as well as the workload of nurses serving patients in urban ger 
subdistricts is greater than for nurses who serve apartment residents in Ulaanbaatar due to the 
dispersed nature of these settlements, poor roads, lack of transport, and other risks such as dog 
attacks.   
 
30. Although the capitation-based payment is higher for a person from a ger area than that for 
one from an apartment, this is not reflected in the salary paid to nurses. Salary and extra-hour 
fees, in fact, depend on the doctors’ will more than any other factor.   
 
31. FGP professionals occasionally get training in public health and proper use of drugs from 
externally funded programs. For example, the United Nations Population Fund provides training in 
reproductive health and prevention of sexually transmitted diseases. Nurses said they need 
professional training to upgrade their knowledge of nursing practices, rehabilitation, traditional 
healing methods, and basic computer operations. The nurses would like to learn, for instance, 
how to prepare a standard bed for a patient and how to provide health care for elderly outpatients.   
 
32. FGP nurses complain about spending too much time on clerical work and not enough 
time to provide health services. They must fill out many forms and write numerous reports 
required by each of the many FGP programs, and this must be done after they have finished 
dealing with patients. Therefore, nurses say that unpaid prolonged hours due to paperwork and 
visits to households at the request of patients are major disadvantages of working as FGP nurses.  
They cannot disregard all calls received from their patients during nonworking hours and 
weekends. Some nurses complained that the head of their FGP requires them to work as 
cleaners to save the FGP expenses. FGP nurses hardly ever receive fees for their overtime work 
and obtain no benefits such as tuition fees for their children to study, which they would receive if 
they worked for a state-run hospital. Unregistered migrants, as a consequence of accelerated 
internal migration, make the FGP work more difficult. Thus, the interviewees are truly concerned 
about the likelihood of attracting nurses to work in FGPs in the future. In fact, according to the 
statistics of the City Health Department, the number of nurses at FGPs in Ulaanbaatar sharply 
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increased from 1999 to 2001, but fell from its peak of 437 in 2004 to 387 in 2006, despite the 
decrease in number of people per nurse (from 260 to 254 in Ulaanbaatar) and the increase of 
Ulaanbaatar population by over 70,000 during this period. The advantage of being an FGP nurse 
is her ability to handle multiple tasks. The nurses, particularly rural ones, are attached to their 
communities.   
 
C. Conclusions 
 
33. FGP staff noted that key issues are (i) their limited clinical capacity, and (ii) insufficient 
funding to provide good quality PHC services. Overloading of FGP professionals with office 
work rather than clinical work, lack of vehicles and diagnostic facilities, and limited services of 
FGPs do not allow them to provide adequate care to the population. In addition, since FGPs are 
expected to operate on a business basis, they tend to cut expenditures, which negatively 
reflects on the workload and training of FGP staff, as well as on health education for their 
communities. Consequently, many FGPs are understaffed despite the high proportion of 
medical doctors and nurses per capita in Mongolia. 
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POVERTY, MIGRATION, AND ACCESS TO HEALTH SERVICES IN MONGOLIA 
 
A. Context 

 
1. The most recent poverty assessment (2006)1 of Mongolia shows that the overall 
incidence of poverty in Mongolia is 36%; more than 900,000 individuals out of 2.6 million are 
poor. About 61% of the population live in urban provincial towns or the capital city and other 
cities, while 39% live in rural districts and subdistricts. Of these, perhaps 20% are seminomadic, 
small-scale herders, who are likely to be the poorest of the poor. The classification “rural” 
includes provincial and district centers, as populations are not disaggregated by agricultural or 
nonagricultural employment. Overall, the rural poverty incidence is 43% compared with 30% in 
urban areas; but the poorest Mongolians, according to the assessment, are characterized as “a 
person who lives in rural areas, has many children, works with livestock, and has lower 
secondary or less education.” 
 
2. A common misunderstanding is that small-scale herders are pursuing a “traditional” way 
of life. In fact, the traditional herding economy and culture of Mongolia was largely dismantled 
during the socialist era. The rural population was organized into agricultural collectives under a 
three-tier rural administration of aimag (province), soum (district), and bag (subdistrict). Each 
tier was provided with health and education services, resulting in very high levels of human 
development. In provincial towns and Ulaanbaatar City, services were organized around 
production and service collectives, state bureaucracies, and other public institutions. Health and 
education services, as well as housing, coal allowances, and annual holidays, were all part of 
the package of remuneration provided to each worker.  
 
3. In the early 1990s, with the fragmentation of the former Soviet Union, collectives 
collapsed, the economy moved towards a market system, and the bureaucracy was reorganized; 
but without subsidies from the Soviet Union, the new state of Mongolia had inadequate financial 
resources to sustain the level of services and social and economic security that its citizens had 
previously received.   
 
4. In rural areas, a coupon system was introduced to privatize the resources of agricultural 
collectives, and large numbers of families set up as herders in a market economy without the state 
direction and support that had been provided for the previous 60 years. In many cases, their herds 
were too small; in other cases, herders had insufficient experience in small-scale livestock 
management to make an adequate living, while others lost their herds as a result of disastrous 
weather conditions. Although the total livestock population of Mongolia is increasing, the trend is 
towards commercial herding operations where herders are employed. This trend is displacing 
small family operations in provinces with the best grazing resources.  
 
B. Migration and Access to Health Services 
 
5. Poverty is the main factor driving rural to urban migration, as towns are perceived to 
offer more economic opportunities. Accordingly, internal rural to urban migration has 
accelerated rapidly since the mid-1990s, resulting in massive demographic transformation of 
Ulaanbaatar and some smaller provincial cities, and placing severe pressure on social services, 
including primary health and hospital services. For example, according to the Municipal 
Government of Ulaanbaatar, in 2005–2007 alone, approximately 30,000–40,000 rural people 
migrated to Ulaanbaatar, a number equivalent to the total population of a typical rural district.  
                                                      
1 World Bank. 2006. Mongolia Poverty Assessment. Washington, DC. 
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6. A large proportion of new migrants are unemployed, constituting the poorest group. The 
previously cited poverty assessment shows that the urban poor are those who have many 
children, have less education, are unemployed or work in the informal sector with irregular 
earnings, and live in female-headed households. One third of the poor in Ulaanbaatar live in 
female-headed households.2 The poorest are those without assets, without homes, and with 
very little access to livelihood opportunities and services. The poor are experiencing scarcities 
of food, clothing, and fuel. During cold months, families often do without adequate food in order 
to pay for fuel, without which they would freeze to death. To feed their children, mothers 
sometimes forgo their own meals, thus endangering their health (especially if they are 
pregnant). 
 
7. Significant and probably growing numbers of urban poor and vulnerable people lack 
access to health services in Mongolia because they are unregistered residents. Currently, the 
government policy approach suggests that periurban settlements growing rapidly around 
Ulaanbaatar and other large provincial towns are a temporary phenomenon. Because it is 
assumed that these sprawling settlements will eventually be replaced by apartments, little 
investment has been made in developing essential infrastructure for social services, water, 
sanitation, roads, building codes, and energy. However, observation of these areas 
demonstrates that increasing numbers of migrants with businesses or jobs, as well as some city 
apartment dwellers who have secure tenure, are investing in good quality homes on their 
periurban land allocations. 
 
8. Government registration procedures appear to be intended, to some extent, to deter or 
at least slow the flow of internal rural to urban migrants. Under the Constitution, all Mongolian 
citizens have the right to reside wherever they choose. However, government funding is 
allocated on a district and population basis. If migrating citizens are not deregistered in their 
original district of residence and reregistered elsewhere, government funds are not correctly 
allocated. There is concern that many provinces and districts are overfunded, while urban areas 
are underfunded because residents are not correctly registered. By law, every adult citizen must 
have an identification card (ID or internal passport). Intending migrants must obtain a permit to 
leave their district of residence. To obtain this, they must hold a current identification card, 
obtain a police clearance certificate to show they have no outstanding charges against them, 
and obtain a bank clearance certificate to show they have no outstanding debt. They must also 
produce a social insurance certificate to show they are no longer registered in the district they 
are leaving for any type of benefit or entitlement, such as health insurance or a pension. On 
relocation, the migrant must complete these reregistration processes at the city, district, and 
subdistrict levels before being entitled to apply for state welfare benefits or health insurance and 
for residential and land rights. 
 
9. There is very little documentation to explain why so many urban migrants are 
unregistered. Staff of World Vision, one of the nongovernment organizations (NGOs) in 
Mongolia that assists the unregistered poor, report that obtaining reregistration can take 3 years 
or more, particularly in cases where birth certificates and national identity documents have been 
lost or destroyed in an accident. Other factors cited in the Operations Evaluation Mission’s 
(OEM) discussions with the Government, aid agencies, and NGOs are that migrants do not 
understand the laws concerning civil registration, or refuse to comply with them, or lack 
knowledge of available services to assist them to become reregistered. It was explained that 

                                                      
2 National Statistical Office. 2004. Household Income and Expenditure Survey/Living Standards Measurement 

Survey (HIES-LSMS), 2002/03, p. 97. Ulaanbaatar. 
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some migrants move to urban areas temporarily, and when they find employment or family 
support there, decide to stay. If they are from remote provinces, they cannot afford to return and 
go through the processes to register. Overall, however, there is little hard evidence on causal 
factors related to nonregistration, whether state assistance and information services to promote 
civil registration are adequate, or how they could be specifically improved. 
 
10. The Government provides free access to primary health care (PHC) and basic welfare 
programs for groups officially designated as “vulnerable,” but state welfare mechanisms tend to 
benefit more nonpoor than poor citizens. This is due partly to the broad official definition of 
“vulnerability,” which includes all children under 16, all elderly people, all mothers with newborn 
children, all single parents, and all unemployed people, irrespective of their socioeconomic 
status. But the main reason why the poor benefit less may be that so many lack legal rights to 
state benefits (such as access to free health and education services) because they are 
unregistered. 
 
11. The priority for policy development for poverty reduction should obviously be to resolve 
the registration issue, perhaps by state investment in modern information technology to create a 
user-friendly and efficient system of registration. But until this is achieved, possibly thousands of 
unregistered citizens lack legal access to basic health and education services and other 
entitlements and need help, now provided mainly by development agencies such as the United 
Nations Population Fund and by NGOs. Data on the numbers of unregistered exist in some 
districts, but are patchy. For example, in 2006, statistics for the Songino-Khairkhan District of 
Ulaanbaatar indicated that 19.7% of school-age children were not attending school because 
they were unregistered. In Bayanzurkh District, the officially recognized population is around 
212,000, but according to unofficial statistics, the population actually exceeds 250,000. 
Bayanzurkh District conducted a documentation survey in 2006 and the district population 
registry recorded 4,756 unregistered residents, representing an increase of about two thirds 
from the previous year. These unregistered residents consisted of 3,896 migrants from rural 
areas, of whom 2,123 moved to the city from remote rural districts. The remaining 1,892 
unregistered residents had moved to Bayanzurkh from other districts of Ulaanbaatar.  
 
12. Poverty is exacerbated by nonregistration. United Nations Children’s Fund (UNICEF) 
project-related studies of children and the poor in periurban areas during 2003–20043 found that 
of the 257 unregistered children attending externally supported nonformal education classes, it 
was possible to reintegrate only 37 (14%) into formal education classes due to their age or 
unresolved problems of civil registration. Of 14,598 families and 18,911 children identified in the 
UNICEF studies, 1,906 families were female-headed, while 584 families lived below the official 
poverty line. The situation of poor households was often exacerbated by chronic alcoholism, 
domestic violence, and mental health problems. Some 3.4% of the children in the study areas 
suffered from mild to moderate malnutrition, 9% were anemic, and 5.3% had rickets. Poor 
environmental hygiene and sanitation resulting in diarrhea and respiratory infections were the 
major factors contributing to malnutrition and anemia. The studies identified 921 children with 
single parents, 134 orphans, and 213 children with developmental difficulties. School dropouts 
were predominantly boys, and most school dropouts were aged between 8 and 15. 
 
 
 
 
 
                                                      
3 UNICEF. 2006. Report on the Family Empowerment Strategy for Convergent Basic Social Services. Ulaanbaatar. 
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C. Poverty and Access to Health Care 
 
13. Poor people and those living in rural areas are the worst affected by health system 
failures.4 Studies conducted in preparation for the Asian Development Bank’s (ADB) Third 
Health Sector Development Project5 in Baruun-Urt and Dariganga soums of Sukhbaatar aimag, 
and Songino-Khairkhan and Chingeltei districts of Ulaanbaatar, defined poverty according to the 
law defining the minimum living standards. The National Statistical Office (NSO) determines the 
minimum levels differently by regions (footnote 2). Currently, the monetary equivalent of the 
poverty line ranges from $32 to $37 (MNT37,000–MNT42,800) per capita per month depending 
on the region. Households with income less than 40% of the minimum living standard level and 
that are unable to provide for their basic food needs are defined as households in “extreme 
poverty.”  
 
14. The project preparatory technical assistance (TA) study for the Third Health Sector 
Development Project noted that inequality is prominent in the health sector; the nonpoor 
exercise a choice of health services, and often bypass the first level of PHC provided by family 
group practices in Ulaanbaatar and provincial centers and rural district hospitals, whereas the 
urban poor are more likely to use PHC services set up in the late 1990s with ADB Health Sector 
Development Program assistance. This was confirmed by the survey conducted by the OEM in 
2007 (Appendix 9). PHC services are accessible to all registered poor and nonpoor citizens, 
though many are of low quality. Secondary and tertiary health services are inaccessible to the 
uninsured unless they pay full fees, thus excluding access for most. The uninsured poor include 
unregistered people, students from rural areas, and temporary residents such as herders who 
migrate during the months of the year when the climate is milder to graze their small herds of 
animals. 
 
15. As poverty in Mongolia is the result of insufficient income or lack of employment, it is 
likely that women, especially those with dependent children and no breadwinners, are more 
severely affected by poverty than are men. Women’s income is generally significantly lower than 
men’s, despite women’s overall higher education and participation in the labor force. Some 
43.8% of female-headed households are poor, and 17.2% of the poor population live in female-
headed households (footnote 2, page 96). The project preparatory TA study noted that child and 
maternal mortality is 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.6 Currently, 1 in 20 children in Mongolia does not live until his or her 
5th birthday.7 In Third Health Sector Development Project locations, child mortality is high in the 
rural areas but low in the Ulaanbaatar districts. The rural and urban maternal mortality rate 
(MMR) gap was substantial at 105.7 and 73.3 per 100,000 live births, respectively (Table A10). 
Overall, MMR is high at 93.0 per 100,000 live births, and the World Bank health study (footnote 
4) notes that MMRs are particularly high for women giving birth in hospitals. 
 
 

                                                      
4 World Bank. 2006. The Mongolian Health System at the Crossroads: An Incomplete Transition to a Post-Semashko 

Model. September. Washington, DC: East Asia and Human Development Department. 
5 ADB. 2007. Report and Recommendation of the President to the Board of Directors on a Proposed Asian 

Development Fund Grant to Mongolia for the Third Health Sector Development Project. Manila. 
6 ADB and World Bank. 2006. Mongolia Participatory Poverty Assessment. Page 80. Ulaanbaatar. 
7 Questions have been raised about the reliability of data for infant mortality rate indicators. The 1998 Reproductive 

Health Study and the World Health Organization found higher infant and under-5 mortality rates than those 
represented in official statistics. Improved surveys and sentinel surveillance sites were recommended to improve 
accuracy. 



88 Appendix 10 

 
Table A10:  Maternal, Infant, and Under-5 Mortality Rate in the Provinces 

under the Third Health Sector Development Project  
 

Location 

Maternal Mortality 
Rate per 100,000 

Live Births 

Infant Mortality 
Rate per 1,000 Live 

Births 

Under-5 Mortality 
Rate per 1,000 Live 

Births 
Arkhangai  207.0 23.5 26.9 
Gobi-Altai 173.8 25.2 30.4 
Dundgobi 0.0 19.2 32.4 
Sukhbaatar 117.6 25.9 35.3 
Tuv 0.0 16.0 20.3 
 Aimag Average 105.7 22.5 28.9 
Ulaanbaatar  73.3 18.1 21.7 
 Country Average 93.0 20.8 26.1 

Source: Third Health Sector Development Project Preparatory Technical Assistance. 2006. Health Indicators. 
Ulaanbaatar. 

 
16. Low birth weight was identified as another poverty-related health factor, an indicator of 
the mother’s health and nutritional status. According to the latest survey carried out by NSO in 
partnership with UNICEF, the proportion of babies who weigh less than 2.5 kilograms at birth is 
5.5%. The risk of being born underweight varies from 4.9% in urban areas to 6.1% in rural 
areas, but is by far the highest among children born to mothers with no education (10%).8

 
17. The incidence of tuberculosis, related to poverty and crowded family living conditions, is 
increasing (from 8 in 1990 to 17.2 in 2005) in both rural and urban areas, with the highest rates 
in Darkhan-Uul, Dornod, and Ulaanbaatar. In 2005, it was the third common (13.6%) infectious 
disease, preceded by viral hepatitis (19.7%) and sexually transmitted diseases (47.4%). Syphilis 
and gonorrhea are growing concerns, with an increase of over 2.5% since 1991.   
 
18. Social analysis for preparing the Third Health Sector Development Project also found 
that one fourth of the population is uninsured. It assumed that the majority of the uninsured 
population were likely to be poor and informal sector workers and herders. It also assumed that 
the share of out-of-pocket expenditures is likely to have grown significantly higher. Health 
spending represented 5% of total consumption of households in both urban and rural areas. 
Urban expenditure was 40% higher than in rural areas and was three times higher among 
nonpoor than among poor people. One third of the total expenditure of rural residents is spent 
on transportation, which is 20% higher than for urban residents (footnote 2, page 49). Overall, 
the poor spend a higher proportion of their income on health care than the nonpoor, and an 
estimated 20% of the poor postpone seeking health care, or do not follow prescribed regimens 
of care due to lack of funds. Many poor and very poor participants are unable to pay health 
insurance premiums in a single payment due to their low incomes.  
 
 
 

                                                      
8 National Statistical Office (NSO). 2007. Mongolia, Multiple Indicator Cluster Survey, 2005–2006. Key Findings, p. 

13. Ulaanbaatar. 
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