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A.  Introduction 
 
1. The health status of the people of Mongolia has generally improved over the years, and 
significant progress has been made on the millennium development goals with reductions in 
child mortality and improvements in maternal health. Diseases of the circulatory system, 
neoplasm, injuries, and diseases of the digestive system now account for over 85% of mortality. 
Mongolia’s Health Sector Strategic Master Plan (2006–2015) provides a broad framework within 
which ADB support for the Fourth Health Sector Development Project can take place. 
 
2. The Poor and Health Care. About one-third of the Mongolian population is still 
considered poor.1 Almost 56% of the country’s poor live in the ger areas of Ulaanbaatar and ger 
residents represent 30% of Ulaanbaatar’s population. Poor people express the need for an 
improved health service where tests, analyses, diagnoses, and treatments can be obtained 
under one roof and in the same hospital. Affordable medicines are also a priority for the poor. 
They are frequently unable to afford the medicines prescribed by their doctor, choosing to 
purchase only the cheapest items on the prescription. The poor are generally unsatisfied with 
the health insurance system.2 
 
B.  Increased Investment in the Health Sector 
 
3. The likelihood of increased national income from rapid development of the mineral 
sector over the coming 5 to 10 years has raised expectations for much more public and private 
money being available for investment in the health sector. The major determinants are:  
(i) growth in the government health budget, (ii) growth in social insurance financing, and (iii) 
growth in private health spending. 
 
4. Growth in the government health budget.  An average growth rate of 8% which would 
double gross domestic product (GDP) in 10 years could result from a likely scenario of a few 
peak growth years of 15% followed by dips to 6%–7%. Regardless of growth, total government 
expenditures will probably be kept to the current level of 35% of GDP. Government commitment 
to health has been demonstrated by increases in the health budget over the past decade (Table 
1). The role of external financing in health has dropped sharply in the past decade, and stood at 
only 1.5% of total health spending. As Mongolia’s balance of payments continue to improve, 
donors will probably further reduce grant assistance.  

 
Table 1: Health Expenditure by Main Sources of Funding and as Percent of GDP,  

2000–2010 
Item 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Total Health 
Expenditure               
(Billion MNT) 

46.9 54.3 57.7 62.1 77.6 83.7 103.1 149.1 211.7 206.8 219.6 

Government 
Budget 

74% 66% 64% 69% 71% 69% 73% 77% 79% 76.47% 70.6% 

Health Insurance 
Fund 

20% 28% 32% 25% 24% 26% 23% 20% 18% 21.2% 26% 

Health Expenditure 
as Percent of GDP 

4.6% 4.9% 4.6% 4.2% 4.1% 3.3% 3.3% 3.4% 3.2% 3.32% n/a 

GDP = gross domestic product. 
Sources: Department of Health, Health Indicators 2008; Data for 2009–2010, Finance and Investment Department, 
Ministry of Health.  

                                                 
1  National Statistics Office. 2008. Household Socio-Economic Survey 2007–2008. Ulaanbaatar. 
2  Result of Focus Group Discussions under TA 7309-MON: Fourth Health Sector Development Project: Improving 

Sector Governance 
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5. The net result of these projections and the slow population growth (0.8% estimate, or 
7.4% over 10 years), is that state health expenditure per capita is likely to rise at the same rate 
as GDP, possibly doubling over the next decade.3  
 
6. Growth in social insurance financing. Mongolia has been able to reduce out-of-pocket 
spending on healthcare by increasing state funding and by expanding social health insurance 
coverage. These pooled funds cover over 80% of all health spending, but insurance 
membership has decreased to 77% of the population and there is dissatisfaction with the 
benefits currently provided. The basis of insurance contributions is wages, with nominal and real 
wages significantly increasing over the last decade. As the economy continues to grow, wages 
and employment in the formal sector will increase, leading to lower premium subsidies and 
higher net contributions as long as there is no significant “opting-out.” Most of the increased 
revenues will go toward an increased benefit package, but some may be available for 
investment in capital facilities.  
 
7. Private health sector expansion. It is likely that investors will build for-profit hospitals 
to provide a high standard of services to those who can afford it. By also substituting for some 
treatment now purchased overseas, this is likely to reduce the burden on the state budget and 
the social insurance system, leaving more available for capital investments. The recent adoption 
of the concession law (public-private partnership) and the expected increase in private 
investment in health (mainly in the hospital sector) are opportunities to improve the sector using 
private resources. This requires improving regulation of the private sector and strengthening 
social health insurance to ensure access to services provided in the private sector.  
 
C. Hospital Rationalization 
 
8. Mongolia has made limited progress towards modernizing its health facilities and health 
technologies and developing a patient-centered service. In particular, a modern streamlined 
hospital service in Ulaanbaatar is required to meet the needs of the city’s population. This 
requires the development of an open and transparent process for the planning, implementation 
and monitoring of investments in the hospital estate and staff so that patients receive quality 
services as the norm.  
 
9. Mongolia has moved away from health services based on the Semashko model of poli-
clinics and mono-profile specialist hospitals to a structure based on (i) primary health care 
provided by family doctors working in Family Group Practices (FGPs) in urban settings, and bag 
feldshers4 and soum health centers in rural areas (Table 2); (ii) secondary care provided by 
inter-soum hospital and general hospitals in aimag centers, and district hospitals in Ulaanbaatar; 
and (iii) tertiary care provided by state hospital and mono-profile hospitals in Ulaanbaatar.  
 
10. Hospital services are provided by over 50 public hospitals of various capacities in 
Ulaanbaatar, with most districts hospitals providing in patient services with mainly internal 
medicine and neurology services. There are three large state multifunctional hospitals in 
Ulaanbaatar, which provide secondary care in a wide range of specialties and two of them 
providing tertiary care in cardiovascular surgery, neurosurgery, urology and colorectal, 
hematology, and endocrinology.  Mono-profile hospitals provide secondary and tertiary care in 
psychiatry, dermatology, infectious diseases, traumatology and orthopedics, pediatrics, and 

                                                 
3  Depending on the rate that health sector wages increase (currently 36% of public health spending), a substantial 

increment will remain for capital investment. Capital investments are now 13.3% of the state health budget, 
approximately $20 million per year. Assuming wages are doubled but other expenditure categories increase at a 
slower rate, a minimum of $20 million per year would be available from the state health budget for capital projects. 

4  Community nurses working in an administrative subdivision of the soum (bagh). 
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maternal and child health. In addition there is a Railway Hospital and a Hospital for Personnel of 
Special State Services managed by the Ministry of Justice.  
 

Table 2: Number of Primary Health Care Settings 
# Type of Primary Health 

Care Facilities 
Ulaanbaatar Aimags Total Number 

1. Bagh feldsher points with 
beds  

Not relevant 338 338 

2. Soum hospitals 
 

Not relevant 286 286 

3.  Family Group Practices  
 

125 103 228 

Source: Department of Health. Health Indicators 2008. 
 
11. The number of hospital beds is distributed unevenly among the nine districts of 
Ulaanbaatar as shown in the Table 3. Songinohairkhan, with one of the highest proportion of 
poor living in a district (above 30%), has also the lowest number of hospital beds per population. 
 

Table 3: Bed per Population – Districts of Ulaanbaatar 
District Population Number of beds Bed/10,000 Population 

Bayanzurkh 250,241 2,039  82  
Songinokhairkhan 241,410 228  9  
Khan Uul 104,166 298  28  
Chingeltei 141,243 368  26  
Sukhbaatar 135,103 1,214  90  
Bayangol 174,851 1,703  98  
Nalaikh 30,215 135  45  
Bagakhangai 3,615 15  5  
Baganuur 25,875 150  57  
Total 1,106,719 6,150  
Average   55 

Source: Estimates Ulaanbaatar city authority. 
 
12. Table 4 shows an international comparison of the number of beds and staff per 10,000 
population.  Mongolia has more beds per population than many other comparable countries. 

 
 

Table 4: Number of Hospital Beds, 2000–2008, and                                                          
Health Workforce in Selected Countries, 2000–2007 

Health workforce (2000–2007)  
 

Country 

Number of Hospital Beds 
(per 10,000 population,      

2000–2008 ) 
Physicians 

(per 10,000 population) 
Nursing and Midwifery 

Personnel 
(per 10,000 population) 

Armenia 44 30 49 
Azerbaijan 80 36 84 
Estonia 57 33 70 
Georgia 33 47 40 
Kazakhstan 60 39 76 
Kyrgyzstan 19 24 58 
Malaysia 18 7 18 
Mongolia 61 26 35 
Netherlands 48 37 146 
Slovenia 48 24 80 
United Kingdom 39 23 128 
United States 31 26 94 
Source: World Health Organization. 2009. World Health Statistics 2009.  
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13. There is a growing private sector and many small hospitals have been licensed in 
Ulaanbaatar (Table 5). The licensing of private hospitals is not tightly controlled. The provisions 
of the health law are under consideration. The current law needs to be strengthened to bring the 
definitions of hospitals in Mongolia more in line with international practice, and to strengthen the 
control and licensing of private hospitals according to health needs. 
 

Table 5: Number of Private Hospitals and Clinics, 2006–2008 
2006 2007 2008 Location 

Hospitals Clinics Hospitals Clinics Hospitals Clinics 
Aimags  84 145 85 156 81 159 
Ulaanbaatar  84 467 74 542 78 745 
Total  168 612 159 698 159 904 
Source: Mongolia Department of Health. Health Indicators 2006–2008. Ulaanbaatar. 
 
14. Hospital admissions and length of stay. The average length of stay has reduced from 
12.3 days in 1998 to 7.75 days nationally and 8.15 days in Ulaanbaatar in 2008. Many patients 
do not use the primary health care services as they should. They often prefer to self refer 
themselves to the secondary hospitals and also to the specialist services provided by the state 
hospitals. The reason for this is the perception that these hospitals are better equipped, and 
have more modern technologies and staff with greater skills and knowledge. The result is that 
hospitals are over loaded with patients who would be better treated at a lower level. It has been 
estimated that between 20% and 40% of admissions to the tertiary hospitals are unnecessary 
and outpatient visits could be reduced by 50% if primary and secondary care services were 
used fully.5 
 
15. The challenge remains to improve effectiveness and reduce risk factors in the provision 
of secondary and tertiary care.  
 
16. Reforming the hospital sector. The challenge remains to improve effectiveness and 
reduce risk factors in the provision of secondary and tertiary care. Alternatives have been 
considered and there is general agreement that in the longer term the majority of hospital 
services should be provided through multi-functional general referral hospitals each with 400 to 
600 beds providing a broad range of specialist care. These hospitals should provide a full range 
of secondary and tertiary care and serve as referral and teaching hospitals. They will: 
 

(i) Contain integrated in and out patient service departments with specialists 
working in both departments and who follow their patients from initial referral to 
the out patient department, diagnosis, through treatment in day surgery units or 
in patient care and final discharge.   

(ii) Provide day surgery and day care.  In modern hospitals, over 50% of all surgical 
operations are now undertaken on a day basis. This is more convenient for 
patients and requires less funding than standard in patient care.   

(iii) Restrict in patient care to those patients who can not be treated as out patients or 
day patients.  

(iv) Discharge patients needing long term care to nursing homes or rehabilitation 
centers 

 
17. In the shorter term there is an urgent need to strengthen district hospitals to provide a 
broader range of quality secondary services so that referrals to higher level services are 
reduced. These hospitals as well as providing a broader range of specialist services would 
integrate in and out patient services, provide day case surgery and link services and discharges 
to nearby nursing homes. Patients would be able to receive services nearer their home, there 

                                                 
5 Loan 1998-MON: Second Health Sector Development Project. 2006. Hospital Admission Study. 
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would be better continuity of care and they would not occupy high cost facilities when they are 
not required. 
 
18. There are no simple solutions. Hospital services in Ulaanbaatar are a complex mix of 
different ownership and management structures, and types of hospitals. Care is required as 
decisions taken now on investments will have an effect over a long time.     
 
19. A hospital policy and a strategic plan for the development of hospital services in 
Ulaanbaatar are not available. To take the strategic planning process forward, a high level 
multisectoral coordinating committee is needed to oversee the process and commission work on 
the various elements of the plan, including changes in the legislative and regulatory framework, 
in service delivery, communications, finance, quality, and human resource development. 
Leadership, consensus building, and a strong communication strategy are prerequisites for 
change. 
 
20. Currently, there is no clear vision, priority setting, or investment plan for reforming the 
hospital sector in Ulaanbaatar. Decisions to renovate hospitals, build new hospitals, or grant 
licenses to private hospital investors are made on an ad hoc basis. Experience from former 
socialist countries, including Estonia, show that hospital reforms should be conducted 
simultaneously with reforms of primary health care and heath care financing. However, it should 
be conducted step by step to avoid opposition from professionals and the general public, with 
the focus on changing attitudes and building capacity of hospital staff, and informing public 
about aim of improving quality of care. Most hospital facilities are in a poor or very poor 
condition and their design and maintenance does not meet modern requirements for a quality 
and risk free environment. The overall cost of replacing the hospital estate could cost $450 
million.6 

                                                 
6  Assuming the population of Ulaanbaatar over the next 20 years increases to 1.5 million people through natural 

growth and internal movement and that the number of bed reduces from over 60 beds to 50 beds per 10,000 
population, then the total number of beds required could be 7,500. Few, if any, of the current facilities are up to 
international good standards and the whole estate will need replacing over the next 20 years. The cost of providing 
new facilities is estimated to be between $40,000 and $50,000 per bed, then to replace the whole estate would 
cost $375 million. Allowing a contingency of 20% to allow for new and expensive technological and medical 
developments, then the overall sum could be $450 million (communication consultant report TA 7309-MON: Fourth 
Health Sector Development Project: Improving Sector Governance). 


