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Project Administration Manual Purpose and Process 

 
The  project administration manual (PAM) describes the essential administrative and management 
requirements to implement the project on time, within budget, and in accordance with government and 
Asian Development Bank (ADB) policies and procedures.  
 
The Ministry of Health as the executing agency and the General Agency for Specialized Inspection and 
Ulaanbaatar City Mayor’s Office as implementing agencies are wholly responsible for the implementation 
of ADB financed projects, as agreed jointly between the Recipient and ADB, and in accordance with 
government and ADB’s policies and procedures. ADB staff is responsible to support implementation 
including compliance by the executing and implementing agencies of their obligations and 
responsibilities for project implementation in accordance with ADB’s policies and procedures.  
 
At grant negotiations the government and ADB shall agree to the PAM and ensure consistency with the 
grant agreement. Such agreement shall be reflected in the minutes of the grant negotiations. In the 
event of any discrepancy or contradiction between the PAM and the grant agreement, the provisions of 
the grant agreement shall prevail.  
 
After ADB Board approval of the project's report and recommendations of the President (RRP), changes 
in implementation arrangements are subject to agreement and approval pursuant to relevant 
government and ADB administrative procedures (including the Project Administration Instructions) and 
upon such approval they will be subsequently incorporated in the PAM. 
 
 



 Abbreviations 
 
 ADB = Asian Development Bank 
 ADR = adverse drug reaction  
 CQS = consultant qualification selection   
 DOH = Department of Health 
 DRA = drug regulatory agency  
 EA = executing agency 
 EMP = environmental management plan 
 FBS = fixed budget selection  
 FHSDP = Fourth Health Sector Development Project 
 GASI = General Agency for Specialized Inspection 
 GMP = good manufacturing practice 
 IA = implementing agency 
 ICB = international competitive bidding  
 ICS = individual consulting system 
 IEC = information, education and communication 
 IEE = initial environment examination  
 ISO = International Standardization Organization 
 IT = information technology  
 LCS = least cost selection  
 LIMS = laboratory information management system  
 MDG = Millennium Development Goal  
 MHSU = Mongolian Health Science University  
 MOF = Ministry of Finance 
 MOH = Ministry of Health  
 MOJ = Ministry of Justice  
 MSWL = Ministry of Social Welfare and Labor  
 NCB = national competitive bidding  
 NSO = National Statistics Office 
 O&M  operation and maintenance  
 PAM = project administration manual  
 PIU = project implementation unit  
 PPTA = project preparatory technical assistance 
 PPLM = Public Procurement Law of Mongolia  
 QBS = quality based selection  
 QCBS  = quality- and cost based selection  
 RRP = report and recommendation of the President  
 SOE = statement-of-expenditure  
 SPS = Safeguard Policy Statement  
 SSS = single source selection  
 THSDP = Third Health Sector Development Project  
 WHO = World Health Organization  
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I. PROJECT DESCRIPTION 
 
A. Rationale, Location and Beneficiaries  
 
1. Beneficiaries. The project will directly benefit over 250,000 (mostly poor) residents of 
the Songinohairkhan district of Ulaanbaatar by improving district hospital services. The Project 
will also benefit the entire population of Mongolia by improving access to safer drugs. In the 
longer-run, the project will improve allocative efficiency in the health sector by optimizing the 
use of hospital services, and improve return on future investment in the hospital sector. 
 
2. Location. The project will strengthen the hospital sector in Ulaanbaatar and improve 
drug safety nationwide. 
 
3. Description. The project will provide the government with a strategic framework to 
improve hospital services rationally and develop plans that make the best use of the resources 
available.  A demonstration multi-functional secondary hospital based in Songinohairkhan 
district will be established, which will initiate the reform of the hospital sector and provide a 
model which could stimulate interest in a new mode of service delivery and consequential 
further investments. The project will also assist the government in strengthening drug regulatory 
functions and improve greatly the coordination among several stakeholders involved in dug 
regulation. 
 
4. Rationale. Mongolia has moved from a health service based on the Semashko1 model 
of poli-clinics and mono-profile specialist hospitals2 to a focus on primary health care provided 
by family doctors working in Family Group Practices. Secondary and tertiary care in 
Ulaanbaatar is provided by over 50 public hospitals. Six mono-profile hospitals managed by the 
Ministry of Health (MOH) provide tertiary and secondary care in cancer, traumatology and 
orthopedics, psychiatry, dermatology, pediatrics, and maternal and child care.  Also, MOH 
manages three multi functional hospitals3 that provide a wide range of secondary and some 
tertiary services. The remaining secondary care is provided by a range of district in and out 
patient hospitals that mainly provide internal medicine and neurology services. In addition there 
is a rapidly growing and poorly regulated private health sector consisting of hospitals clinics, 
laboratories and pharmacies. 
 
5. There are too many hospitals with too many beds and too many staff in secondary and 
tertiary hospitals in Ulaanbaatar. The quality of the buildings and equipment are in a poor 
condition. Patients stay too long in hospital with many inappropriate admissions. The training of 
specialist medical staff is not up to international good practice and the management of the 
hospital sector is weak. There is no clear and agreed direction and plan of how hospital 
services should be reformed and improved.   
 
6. The need for hospital rationalization and optimization has been identified for more than 
10 years and is clearly reflected in the government’s Health Master Plan (2006–2015), but there 
has been little significant change. The hospital sector absorbs the bulk of MOH budget. There is 
now a demand for change from both within the service and from the beneficiaries who perceive 

                                                 
1  The Semashko model was a Soviet-style centralized, hierarchical health system with strong emphasis on 

expensive curative services and hospital-based physicians in extensive and numerous facilities. 
2  Mono-profile hospitals specialize in a specific specialty (e.g., maternity hospital, pediatrics, traumatology); this can 

be justified for facilities providing highly specialized care, but in Mongolia, it leads to fragmentation of care making it 
difficult for patient to be served in an efficient way. 

3  A hospital with a wide range of services covering most hospital needs of the population. 
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that the current services do not provide either a quality service nor are they cost effective.  To 
reform the hospital sector in Ulaanbaatar will require a significant investment in both the capital 
estate and in human resource development.  Whilst in the past the government has not had the 
financial resources to invest significantly in the health sector, the current economic environment 
looks to be positive for Mongolia and resources could become available to invest in and improve 
the hospital services. 
 
7. Mongolia suffers from illegal importation of drugs and the circulation of substandard 
and counterfeit medicines. A survey in 2007 found that 26% of the sampled drugs were of 
sub-standard quality or counterfeit. Drug regulatory functions are fragmented and under 
developed, while the drug control laboratory4 requires a substantial upgrade to international 
standards and accreditation. Because of an unclear regulatory framework drug manufacturers 
lack compliance with good manufacturing practice, which leads to products not being quality 
assured and forming a barrier for economic growth. Public information, drug promotion and 
post marketing surveillance are significantly under developed; mechanisms to increase 
transparency and accountability need to be introduced. The social and economic costs of 
unsafe drugs sold on the market are high, whilst having a serious negative impact on 
treatment success and costs. Drug safety needs adequate government monitoring and 
control as market forces alone will not solve the problem. Mongolia requires investment and 
technical support as domestic skills in the area of drug safety are scarce. 
 
8. The project will build on previous ADB health sector development initiatives which have 
focused on improving primary health care services, health financing, and human resources 
development in Mongolia. The project is in line with ADB’s Strategy 2020 and the Operational 
Plan for Health under Strategy 2020. The government of Mongolia is committed to taking 
actions and elaborating policies, programs and projects to implement strategic objectives set 
forth in the Comprehensive National Development Strategy–Millennium Development Goals. 
 
2. Impact and Outcome  
 
9. The impact of the project is to improve the health status of the Mongolian population, 
including the poor. The outcome is improved health sector efficiency, governance, and drug 
safety. 
 
3. Outputs  

 
10. The project will have three components with the following outputs: 
 

(i) Component 1:  Strengthened Hospital Services in Ulaanbaatar. To assist the 
government in reforming the hospital sector, the project will assist the 
government in preparing a hospital development policy and strategic plan for 
Ulaanbaatar (including legal, regulatory, and institutional reforms; capacity 
development needs; and potential financing resources) and develop a hospital 
capital planning system. The Songinohairkhan district hospital of Ulaanbaatar will 
be turned into a multi-functional general hospital, which will provide quality 
services to the population of the district and serve as a demonstration hospital for 
other districts in the city. Hospital governance will be improved through reforming 

                                                 
4 The drug control laboratory of the General Agency for Specialized Inspection (GASI). 
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the hospital licensing system and ensuring public information on hospital 
performances. 

(ii) Component 2: Strengthened Human Resource Development.  The project 
will strengthen the post graduate specialist structure and residency training to 
address the fragmentation and poor quality of post graduate programs. A hospital 
management module will be developed and included among the programs 
offered by a local training institution. 

(iii) Component 3: Strengthened Drug Safety Regime. This component will 
increase the access to safer drugs available to the population nationwide in a 
country with a problematic track record in terms of pharmaceutical safety and 
which imports most of its pharmaceuticals. The project will assist the government 
in establishing a drug regulatory authority and strengthening regulatory functions 
to improve coordination and quality. The drug control laboratory will be upgraded 
to meet international standards (including equipment, processes, capacity 
building and information technology services). The project will upgrade the 
standards of Good Manufacturing Processes and support local drug 
manufacturers to meet the standards. Drug safety governance will be 
strengthened through regular annual overviews of drug safety indicators and 
achievements under MOH and improving the public information on drug safety. 
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II. IMPLEMENTATION PLANS 
 
A. Project Readiness Activities 
 
 Indicative Activities  2010 2011 Responsibility 

  8   9 10 11 12 1 2 3 4  

 Establish integrated Project Steering 
Committee 

  x       MOH 

 Board Consideration 
 

   x      ADB 

 Grant signing     x     ADB, MOF 

 Government Legal Opinion Provided       x   MOJ 

 Grant Effectiveness 
 

       x  ADB 

 Establish Integrated PIU 
 

       x  MOH 

 Government Budget Inclusion for 2012         x MOH, MOF 

 ADB = Asian Development Bank, MOF = Ministry of Finance, MOJ = Ministry of Justice, MOH = Ministry of 
Health, PIU = project implementation unit.  
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B. Overall Project Implementation Plan  
 
This overall plan should be updated annually and submitted to ADB with contract and disbursement projections for the following year.  
 
Activities   2011 2012 2013 2014 2015 2016
1 High Level Strategy Committee x x x x x   x x x x x x x x x x x x x x x 
1.1 Establish high level Steering Committee      x                 
1.2 Review current situation and best practice                       
1.3 Develop hospital development policy and strategic plan for UB                       
1.4 Wide communications                       
1.5 Monitor and report on implementation                       
2 Capital Planning                       
2.1  Review equipment building audits and planning systems                       
2.2 Support Audit of facilities and equipment                       
2.3 Develop capital planning systems                       
2.4 implement hospital capital planning system                       
3 Multi functional hospital                        
3.1 Review hospital requirements and design                       
3.2 Monitor new build and renovations                       
3.3 Develop new procedures, systems and structures                        
3.4 Train staff and commission buildings                       
3.5 Arrange communications and public participation                       
3.6 Support implementation, monitor and evaluate                       
4 Hospital Governance and Management                        
4.1 Review legislation and regulations (incl. licensing system)                       
4.2 Review arrangements and improve hospital governance                       
4.3 Develop & implement M&E and public reporting systems                       
5 Post Graduate Specialist Training                       
5.1 Review organizational framework for specialty education                       
5.2 Develop and update post-graduate curricula                       
5.3 Support associations and develop business plans                        
6 Management Training                       
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Activities   2011 2012 2013 2014 2015 2016
6.1 Assess management training implementation and needs                       
6.2 Identify organizations to provide hospital management training                        
6.3 Train managers to support multi functional hospital                       
7 Drug Regulatory Authority x x x x x   x x x x x x x x x x x x x x x 
7.1 Investments in systems and oversight                         
7.2 Implement organizational, regulatory and management changes                       
7.3 Provide capacity building and develop governance                       
8 Strengthen Drug Regulatory Functions                       
8.1 Develop regulations, procedures, job descriptions                       
8.2 Professional and system development of each function                       
8.3 External communication and transparency improvements                       
9 Upgrade Drug Laboratory, Accreditation Plan                       
9.1 Procurement equipment, computer system, LIMS                       
9.2 Quality system, validation, ISO-17025 certificate                       
9.3 Capacity development                        
9.4 Develop a laboratory accreditation system                        
10 Implementing Good Manufacturing Practice                       
10.1 Upgrade GMP standards, regulations, and legal base                       
10.2 Upgrade GMP inspection, guide inspections, certification                       
10.3 Capacity development to upgrade facilities and train staff                       
11 Post marketing surveillance, ADR monitoring                       
11.1 Review data collection, analysis, reporting, dissemination                        
11.2 Training course, train-the-trainers, seminars                        
12 Strengthen Drug Safety Governance at the MoH                       
12.1 Develop drug safety monitoring and communication plans                       
12.2 Capabilities and support systems for governance function                       
12.3 External communication and reporting improvements                       
ADR = Adverse Drug Reaction, GMP = Good Manufacturing Practices, ISO = International Standardization Organization, LIMS = Laboratory Information 
Management system, MOH = Ministry of Health, UB = Ulaanbaatar. 
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III.  PROJECT MANAGEMENT ARRANGEMENTS 

  
A.  Project Implementation Organizations – Roles and Responsibilities  
 

 Project Implementation 
Organizations 

Management Roles and Responsibilities 

 Asian Development Bank 
    

Administer the project and ensure compliance by 
executing and implementing agencies of their 
obligations and responsibilities for project 
implementation in accordance with ADB’s policies and 
procedures. 
 

 Ministry of Health   Project Executing Agency (EA) 
 Provide strategic, policy, and overall oversight 

of the project and provide coordination support 
for preparation and implementation of the 
project. 

 
 Ulaanbaatar City Mayor’s 

Office  
Project Implementing Agency (IA) 

 Implement the establishment of the 
demonstration hospital in Songinohairkhan in 
coordination with district authorities (Output 3 
of the design and monitoring framework). 

 General Agency for 
Specialized Inspection (GASI) 

Project Implementing Agency (IA) 
 Implement the upgrading of the drug control 

laboratory (Output 9 of the design and 
monitoring framework).5 

 The Project Implementation 
Unit (PIU) 

Project Implementation Unit 
 Manage the day-to-day implementation of the 

project. The PIU will be responsible, on behalf 
of the EA, for submitting the withdrawal 
applications; retention of supporting 
documents; and submitting the quarterly and 
annual reports, and the annual audit report and 
financial statements. 

 Consultants (national and 
international) 

Project Implementation Consultant 
 Provide technical input in support of project 

implementation.  
 
B.  Key Persons Involved in Implementation  
 

Executing Agency   
Ministry of Health  Officer's Name: J.Tsolmon  

Position: Vice Minister of Health 
Telephone: 976 – 92006662, 976-93080002  
Email address: tsolmon@moh.mn 

 Office Address: Government Building VIII, Olympic 
Street – 2, Ulaanbaatar – 210648, Mongolia   

  

                                                 
5  If the authority over the drug control laboratory is transferred from the General Agency for Specialized 

Inspection to the Ministry of Health, the General Agency for Specialized Inspection will not be considered 
as an implementing agency. The Government will inform ADB as soon as the decision is final.   
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ADB  
Division Director Staff Name: Amy Leung 

Position: Director, EASS 
Telephone No. +63 2 632-6730 (office), 632-5613 
(direct) 
Email address: aleung@adb.org 

 
Mission Leader 

 
Staff Name: Claude Bodart 
Position: Senior Health Specialist, EASS 
Telephone No. +976 11 329836 
Email address: cbodart@adb.org 

 
C. Project Organization Structure  
 

 
 

 
 
1. The role of the project steering committee of the Third Health Sector 
Development Project (THSDP) will be expanded and extended to cover the Fourth 
Health Sector Development Project (FHSDP). It is chaired by the Vice Minister of 
Health and composed of senior officials from Ministry of Health (MOH), Ministry of 
Social Welfare and Labor, Ministry of Finance, the State Social Insurance General 
Office, and Health Sciences University of Mongolia, Ulaanbaatar City Mayor’s Office, 
and the Mongolian Association of Family Doctors. A representative of the General 

Ministry of Health 
(Executing Agency) 

Project Implementation 
Unit 

(Oversees and manages] 

Ulaanbaatar City Authority 
(Implementing Agency)  General Agency for 

Specialized Inspection 
(Implementing Agency) 

International and 
National 

Consultants 

Project Steering 
Committee 

Songinohairkhan 
Demonstration 

District 

Working 
Groups 

Advises (for project purposes)

Oversees (for project purposes)
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Agency for Specialized Inspection,6 the district of Songinohairkhan, the Pharmaceutical 
Association, the Hospital Association and the Mongolia Consumer Association will be 
added to the current list of members. The project steering committee will meet 
quarterly and be responsible for providing strategic orientation, approving the annual 
budget and activity plan, and reviewing and advising on implementation progress. 
 
2. MOH will designate focal points for each of the components of the project who 
will chair multisectoral working groups to ensure achievements of the project's 
objectives. 

 
3. The project implementation unit (PIU) set up in MOH for the THSDP will be 
responsible for project coordination and day-to-day implementation of project activities 
including procurement, disbursement, review and monitoring, monitoring of consultant 
services, and reporting on progress. The PIU will consult closely with relevant health 
facilities, agencies, and international partners. The PIU of the THSDP will be expanded 
to incorporate implementation of FHSDP. A technical coordinator for each component 
1 and 3 will be added. The contract period of the current PIU staff will be extended to 
the end of the FHSDP.  
 
4. Ulaanbaatar City Mayor’s Office will be the implementing agency to establish 
the demonstration hospital in Songinohairkhan district of Ulaanbaatar in coordination 
with the district government of Songinohairkhan. The General Agency for Specialized 
Inspection will be the IA for upgrading the drug control laboratory.7 

                                                 
6  If the authority over the drug control laboratory is transferred from the General Agency for Specialized 

Inspection (GASI) to the Ministry of Health, the GASI will not be considered as a member of the Project 
Steering Committee. The government will inform the Mission as soon as the decision is final.   

7  If the authority over the drug control laboratory is transferred from the General Agency for Specialized 
Inspection (GASI) to the Ministry of Health, the GASI will not be considered as an implementing agency. 
The Government will inform the Mission as soon as the decision is final.   
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IV.  COSTS AND FINANCING 
 
1. The total project cost of $18.15 million will be financed by an ADF grant of $14 
million; WHO co-financing of  $450,000; and the Government of Mongolia will fund the 
remaining $3.70 million, consisting of $2.25 million for civil works, $50,000 for office 
space (in-kind), recurrent costs of $0.62 million, and $0.78 million for contingencies. 
Physical and price contingencies amounting to $2.70 million have been made for the 
project.  
 
2. Other investment support include costs related to installation, training, and 
maintenance of software for hospital capital planning and maintenance; e-hospital 
investment, including information technology equipment and software; purchase, 
translation and printing of text books for post-graduate training; development of 
electronic library for post-graduate education; drug regulatory and document 
management software; upgrading of medical licensing web-based database (LICEMED); 
procurement of laboratory information management system (LIMS); and web-hosting 
and related costs for drug safety governance websites.  
 
3. Information, education, and communication (IEC) includes costs of 
implementation of communication strategy mainly via TV, radio, posters, leaflets. Project 
implementation unit (PIU) costs include the remuneration of PIU staff. 
 
4. WHO's contribution (parallel cofinancing) consists of technical assistance 
($180,000 provided in-kind); training/workshops ($190,000); and medical equipment for 
maternal and child health and laboratory equipment ($80,000). 
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A. Detailed Cost Estimates by Expenditure Category 
  

    (US$ '000)  % Total 
    Foreign  Local  Totala  Costs 
           
 I. Investment Costsb         
 Civil Works    6,539.0  6,539.0  36.0% 
 Consulting Services   2,021.5    2,021.5  11.1% 
 Training   519.7  567.6  1,087.3  6.0% 
 Equipment   1,140.0  2,090.0  3,230.0  17.8% 
 Workshops    118.5  118.5  0.7% 
 Materials    62.0  62.0  0.3% 
 Other Investment Support   380.6  475.0  855.6  4.7% 
 IEC    50.0  50.0  0.3% 
 PIU      422.0  422.0  2.3% 
Total Investment Costs   4,061.7  10,324.1  14,385.8  93.1% 
II. Recurrent Costs         
 Civil Works O&M    262.5  262.5  1.4% 
 Equipment O&M    615.00  615.0  3.4% 
 PIU O&M      185.0  185.0  1.0% 
Total Recurrent Costs   -  1,062.5  1,062.5  5.9% 
Total Baseline Costs   4,061.7  11,386.6  15,448.3   
 Physical Contingencies c   55.0  756.4  811.4  4.5% 
 Price Contingencies   176.6  1,715.0  1,891.6  10.4% 
Total Project Costs   4,293.3  13,858.0  18,151.3   

IEC = information, education, and communication, PIU = project implementation unit, O&M = operation and 
maintenance. 
a  The amounts within the table are inclusive of taxes and duties of $0.4 million to be financed by ADB and 

the Government. 
b In mid-2010 prices. 
c  Physical contingencies computed at 10% for civil works; and 5% for equipment. Price contingencies 

computed at International Cost Escalation Factors World Bank Manufacturers Unit Value (August 2009) 
on foreign exchange costs and Domestic Cost Escalation Factors for Mongolia (EARD) for local currency 
costs. 

Note: Numbers may not sum precisely due to rounding. 
Source: Asian Development Bank estimates. 
 
B. Allocation and Withdrawal of Grant Proceeds  
 

ALLOCATION AND WITHDRAWAL OF GRANT PROCEEDS 
CATEGORY ADB FINANCING BASIS 
Number Item Total Amount 

Allocation for ADB 
Financing 

$ 
Category a 

Percentage of ADB Financing from the 
Grant Account 

1 Civil Works b 4,549,800 72.2 percent of total expenditure claimed  

2 Consulting Services 1,841,470 100.0 percent of total expenditure claimed 

3 Training 897,250 100.0 percent of total expenditure claimed 

4 Equipment 3,150,000 100.0 percent of total expenditure claimed 

5 Workshops 118,500 100.0 percent of total expenditure claimed 

6 Materials 62,000 100.0 percent of total expenditure claimed 

7 Other Investment Support 855,591 100.0 percent of total expenditure claimed 
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Number Item Total Amount 
Allocation for ADB 

Financing 
$ 

Category a 

Percentage of ADB Financing from the 

Grant Account 

8 IEC 50,000 100.0 percent of total expenditure claimed 

9 PIU 557,000 100.0 percent of total expenditure claimed 

10 Contingencies 1,918,389  

 Total  14,000,000  

IEC = information, education, and communication, PIU = project implementation unit. 
a   The amounts disbursed by ADB for eligible expenditures under a category will be subject to the ceiling set 

by the allocation of grant proceeds for such category.  
b  Includes environmental monitoring (ADB-financed civil works operations and maintenance). 
 
C. Detailed Cost Estimates by Financiers a  
 

    (US$ '000)      
 ADB  Government  WHO  Total 

 Amount 
% of Cost 
Category  Amount 

% of Cost 
Category  Amount 

% of 
Cost 

Category  Amount  
A. Investment Costsb           
Civil Works 4,549.8 72.2  1,751.7 27.8     6,301.5 
Civil Works c    500.0 100.0     500.0 
Consulting Services 1,841.5 100.0        1,841.5 
Consulting Services d      180.0 100.0  180.0 
Training 897.3 100.0        897.3 
Training e       190.0 100.0  190.0 
Equipment 3,150.0 100.0        3,150.0 
Equipment e       80.0 100.0  80.0 
Workshops 118.5 100.0        118.5 
Materials 62.0 100.0        62.0 
Other Investment Support 855.6 100.0        855.6 

IEC 50.0 100.0        50.0 

PIU 557.0 100.0        557.0 
PIU d     50.0 100.0     50.0 
B. Recurrent Costs           
Equipment O&M    615.0 100.0     615.0 
C. Contingencies           

Contingencies f 1,918.4 71.0  784.7 29.0     2,703.0 

Total Project Cost 14,000.0   3,701.4   450.0   18,151.3 

% of Total Project Cost 77.13   20.39   2.48    
IEC = information, education, and communication, O&M = operation and maintenance, PIU = project 
implementation unit, WHO = World Health Organization. 
a  The amounts within the table are inclusive of taxes and duties of $0.4 million, to be financed by ADB and the 

government.  
 b In mid-2010 prices. 
 c  The civil works for Drug Regulatory Agency is 100% to be financed by the Government. 
 d To be provided in-kind.  
e   WHO parallel financing. 
 f  Physical contingencies computed at 10% for civil works; and 5% for equipment. Price contingencies computed at 

International Cost Escalation Factors World Bank Manufacturers Unit Value (August 2009) on foreign exchange 
costs and Domestic Cost Escalation Factors for Mongolia (EARD) for local currency costs. 

Note: Numbers may not sum precisely due to rounding. 
Source: Asian Development Bank estimates. 
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D. Detailed Cost Estimates by Outputs/Components  
 

IEC = information, education, and communication, PIU = project implementation unit, O&M = operation and maintenance. 
a The amounts within the table are inclusive of taxes and duties of $0.4 million, to be financed by ADB and the   

Government.  
b In mid-2010 prices. 
c  Physical contingencies computed at 10% for civil works; and 5% for equipment. Price contingencies computed at 

International Cost Escalation Factors World Bank Manufacturers Unit Value (August 2009) on foreign exchange costs 
and Domestic Cost Escalation Factors for Mongolia (EARD) for local currency costs. 

Note: Numbers may not sum precisely due to rounding. 
Source: Asian Development Bank estimates. 

    (US$ '000)    
  Strengthened   Improved     
  Hospital  Human Drug Project  Physical  
  Services in  Resources Safety Implementation  Contingencies   
  Ulaanbaatar Development Regime Management Total a % Amount 
         
 I. Investment Costs b   
 Civil Works 6,039.0  500.0  6,539.0 10.0 653.9 
 Consulting Services 449.0 317.1 1,071.6 183.7 2,021.5   
 Training 651.7 169.0 266.6  1,087.3   
 Equipment 2,130.0  1,100.0 - 3,230.0 5.0 161.5 
 Workshops 81.5  37.0  118.5   
 Materials 30.0 10.0 22.0 - 62.0   

 
Other Investment 
Support 220.0 125.0 510.6  855.6   

  IEC 50.0  -  50.0   
 PIU       422.0 422.0     
Total Investment 
Costs 9,651.2 621.1 3,507.8 605.7 14,385.8 5.7 815.4 
II. Recurrent Costs  
 Civil Works O&M 262.5    262.5   
 Equipment O&M 150.0  465.0  615.0   
 PIU O&M       185.0 185.0     

Total Recurrent Costs 412.5 - 465.0 185.0 1,062.5     

Total Baseline Costs 10,063.7 621.1 3,972.8 790.7 15,448.3   

 
Physical c 
Contingencies 706.4 - 105.0 - 811.4   

 Price Contingencies c 1,481.1 41.0 182.6 186.9 1,891.6     

Total Project Costs 12,251.1 662.1 4,260.4 977.6 18,151.3   
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E. Detailed Cost Estimates by Year  
 

        (US$ '000)         
   2011  2012  2013  2014  2015  2016  Total 
               
 I. Investment Costs             
 Civil Works   500.0  13.0  3,213.0  2,813.0  -  -  6,539.0
 Consulting Services   229.8  668.3  628.0  336.5  115.5  43.3  2,021.5
 Training   6.5  497.1  389.8  187.0  6.8  -  1,087.3
 Equipment   -  90.0  2,140.0  1,000.0  -  -  3,230.0
 Workshops   3.5  23.0  29.5  17.0  23.0  22.5  118.5
 Materials   5.0  9.0  27.0  7.0  7.0  7.0  62.0

 
Other Investment 
Support   -  585.6  235.0  35.0  -  -  855.6

 IEC   -  -  25.0  25.0  -  -  50.0
 PIU   68.0  36.0  36.0  112.8  112.8  56.4  422.0
Total Investment Costs   812.8  1,922.0  6,723.3  4,533.3  265.1  129.2  14,385.8
II. Recurrent Costs         
 Civil Works O&M   -  -  -  87.5  87.5  87.5  262.5
 Equipment O&M   -  -  50.0  185.0  215.0  165.0  615.0
 PIU O&M   13.5  37.0  37.0  37.0  37.0  23.5  185.0
Total Recurrent Costs   13.5  37.0  87.0  309.5  339.5  276.0  1,062.5
Total Baseline Costs   826.3  1,959.0  6,810.3  4,842.8  604.6  405.2  15,448.3
 Physical Contingencies   50.0  3.8  426.3  331.3  -  -  811.4
 Price Contingencies   41.2  79.4  874.3  596.4  154.3  146.0  1,891.6
Total Project Costs   917.5  2,042.3  8,110.9  5,770.5  758.9  551.2  18,151.3
IEC = information, education, and communication, PIU = project implementation unit, O&M = operation and maintenance. 
a The amounts within the table are inclusive of taxes and duties of $0.4 million, to be financed by ADB and the government. 
b In mid-2010 prices. 
c  Physical contingencies computed at 10% for civil works; and 5% for equipment. Price contingencies computed at International 

Cost Escalation Factors World Bank Manufacturers Unit Value (August 2009) on foreign exchange costs and Domestic Cost 
Escalation Factors for Mongolia (EARD) for local currency costs. 

 Note: Numbers may not sum precisely due to rounding. 
 Source: Asian Development Bank estimates. 
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F. Contract and Disbursement S-curves ($ million) 
 
 2011 2012 2013 2014 2015 2016
Contract Yearly 1.75 1.32 7.83 2.66 0.27  0.17 
Cumulative Contract Awards  1.75 3.07 10.90 13.56 13.83  14.00 
Disbursement Yearly 0.42 1.78 6.70 4.49 0.40  0.22 
Cumulative Disbursement  0.42 2.20 8.89 13.39 13.78 14.00

 

Projected Cumulative Disbursement and Contract Award S‐curves
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G. Fund Flow Diagram  
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V. FINANCIAL MANAGEMENT 
 
A.  Financial Management Assessment  

 
1. The project has no revenue-earning components. Financial analysis has 
concentrated on the assessment of the financial impact of the restructured hospital. The 
financial sustainability analysis evaluates the impact of the project on the government 
budget. The total financing cost of the project, inclusive of taxes, duties, and 
contingencies, is $18.15 million for 5 years. The government’s annual share in project 
costs will average around $740,000 or less than 1% of the health sector projected 
annual budget. The recurrent costs of the project are estimated to be about $213,000 
per annum and include the operating expenses of the project implementation unit, as 
well as operation and maintenance (O&M) and consumable costs of the upgraded 
demonstration hospital and the new drug laboratory equipment. The annual O&M cost to 
be borne by the General Agency for Specialized Inspection will not exceed 1.4% of its 
current revenue and additional O&M costs required by the Ulaanbaatar City Health 
Department for the demonstration hospital are not more than 0.7% of its current 
expenditure. The counterpart funding and O&M costs are considered both financially 
sustainable and affordable.  
   
2. Financial management assessment conducted for the executing agencies and 
the two implementing agencies noted that all the agencies have adequate accounting 
professionals equipped with computerized financial accounting and reporting system and 
procedures on flow of accounting, financial, and project physical progress related to their 
current project activities. All the agencies have clearly defined responsibilities with 
accountability allocated among different units at different levels of authority within their 
institutions. According to the audit law of the Government of Mongolia, the three 
agencies are currently subject to annual auditing conducted by independent auditors. In 
general, the financial management assessment has concluded that the current financial 
management system in the agencies can meet the general requirements of the 
government in terms of staffing, accounting, and internal control.  
  
B.  Disbursement  
 
3. The grant proceeds will be disbursed in accordance with ADB’s Loan 
Disbursement Handbook (2007, as amended from time to time),8 and detailed 
arrangements agreed upon between the government and ADB. The World Health 
Organization (WHO) cofinancing will be provided as a parallel financing and 
expenditures will be paid in accordance with WHO disbursement procedures.   
 
4. Pursuant to ADB's Safeguard Policy Statement (SPS) (2009),9 ADB funds may 
not be applied to the activities described on the ADB Prohibited Investment Activities List 
set forth at Appendix 5 of the SPS. All financial institutions will ensure that their 
investments are in compliance with applicable national laws and regulations and will 
apply the prohibited investment activities list (Appendix 5) to subprojects financed by 
ADB. 
 

                                                 
8  Available at: http://www.adb.org/Documents/Handbooks/Loan_Disbursement/loan-disbursement-final.pdf. 
9 Available at:http://www.adb.org/Documents/Policies/Safeguards/Safeguard-Policy-Statement-

June2009.pdf. 
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5. To facilitate project implementation through timely release of grant proceeds, the 
Government of Mongolia will establish an imprest account at a commercial bank 
acceptable to the ADB. The project implementation unit (PIU) will administer the imprest 
account. The maximum amount to be deposited in the imprest account will not exceed 
the estimated expenditures for the succeeding 6 months to be funded from the imprest 
account, or 10% of the grant amount, whichever is lower. The request for initial advance 
to the imprest account should be accompanied by an Estimate of Expenditure Sheet10 
setting out the estimated expenditures for the first six (6) months of project 
implementation, and submission of evidence satisfactory to ADB that the imprest 
account has been duly opened. For every liquidation and replenishment request of the 
imprest account, the government will furnish to the ADB (a) Statement of Account (Bank 
Statement) where the imprest account is maintained, and (b) the Imprest Account 
Reconciliation Statement (IARS) reconciling the above mentioned bank statement 
against the EA’s records.11 12 
 
6. To expedite flow of funds and simplify the documentation process, the ADB 
statement-of-expenditure (SOE) procedure will be used for liquidation and replenishment 
of the imprest account, and for reimbursement of eligible expenditures not exceeding 
$50,000 per individual transaction.  The payments in excess of the SOE ceiling will be 
reimbursed, liquidated, or replenished based on full supporting documentation.  SOE 
records should be maintained and made readily available for review by ADB’s 
disbursement and review mission or upon ADB’s request for submission of supporting 
documents on a sampling basis, and for independent audit.13 
 
7. The civil works and equipment procured through international competitive bidding 
(ICB) and consultants contracts will be paid by ADB directly from the grant funds using 
direct payment procedures. 
 
8. Before the submission of the first withdrawal application, the government should 
submit to ADB sufficient evidence of the authority of the person(s) who will sign the 
withdrawal applications on behalf of the Recipient, together with the authenticated 
specimen signatures of each authorized person. The minimum value per withdrawal 
application is $100,000, unless otherwise approved by ADB. The government is to 
consolidate claims to meet this limit for reimbursement and imprest account claims.  
Withdrawal applications and supporting documents will demonstrate, among other things 
that the goods, and/or services were produced in or from ADB members, and are eligible 
for ADB financing.   
 
C.  Accounting  
 
9. The government, through the PIU, will set up and maintain separate project 
accounts and records by funding source for all expenditures incurred on the project, 

                                                 
10 Available in Appendix 29 of the Loan Disbursement Handbook. 
11 Bank charges will be financed from the grant proceeds. 
12 Following the format provided in Appendix 30 of the Loan Disbursement Handbook. 
13Checklist for SOE procedures and formats are available at: 
http://www.adb.org/documents/handbooks/loan_disbursement/chap-09.pdf 
http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Contracts-100-Below.xls 
http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Contracts-Over-100.xls 
http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Operating-Costs.xls 
http://www.adb.org/documents/handbooks/loan_disbursement/SOE-Free-Format.xls 
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following accounting principles and practices prescribed by the Government of Mongolia 
Accounting Law. The law requires financial statements to be prepared following 
internationally recognized accounting standards.  
 
D.  Auditing  
 
10. The Ministry of Health (MOH) will cause the detailed consolidated project 
accounts to be audited in accordance with International Standards on Auditing by an 
auditor acceptable to the ADB. The audited accounts will be submitted in the English 
language to ADB within 6 months of the end of the fiscal year by MOH. The annual audit 
report should include a separate auditor’s opinion on the use of the imprest account and 
statement of expenditures. The government and MOH have been made aware of ADB’s 
policy on delayed submission, and the requirements for satisfactory and acceptable 
quality of the audited accounts. ADB reserves the right to verify the project's financial 
accounts to confirm that the share of ADB’s financing is used in accordance with ADB’s 
policies and procedures.  
 
E.  Condition for Withdrawals from Grant Account 
 
11. No withdrawals shall be made from the Grant Account for Component 3 relating 
to the drug safety until ADB is satisfied that the newly built drug control laboratory facility 
is designed in accordance with the international organization for standardization ISO/IEC 
17025 and good manufacturing practices (GMP). 
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VI.  PROCUREMENT AND CONSULTING SERVICES 
  
A.  Advance Contracting and Retroactive Financing  
 
1. It is not foreseen that advance contracting or retroactive financing will be required 
for this project. 
 
B.  Procurement of Goods, Works, and Consulting Services  
 
2. All procurement of goods and works will be undertaken in accordance with the 
Asian Development Bank’s (ADB) Procurement Guidelines (2010, as amended from time 
to time). International competitive bidding (ICB) will be applied to goods contracts 
estimated to cost $500,000 or more and works contracts estimated to cost $1,000,000 or 
more.  Goods contracts with values less than $500,000 and works contracts with values 
less than $1,000,000 will follow national competitive bidding (NCB). Works and goods 
contracts with values less than $50,000 will be procured using ADB’s shopping 
procedure. NCB procurement will be carried out on the basis of NCB procedures, in 
accordance with the Mongolian Procurement Law, subject to modifications agreed with 
ADB. Before the start of any procurement, ADB and the government will review the 
public procurement laws of the central and state governments to ensure consistency with 
ADB’s Procurement Guidelines. The internationally tendered equipment packages will 
include the necessary technical support for ensuring proper installation, testing, 
commissioning, and training of operational staff as part of the related contracts. In 
accordance with ADB requirements, foreign contractors may participate in bidding for 
NCB contracts. An 18-month procurement plan indicating threshold and review 
procedures, goods, works, and consulting service contract packages and national 
competitive bidding guidelines is in Section C. For NCB, the first draft English language 
of the procurement documents (prequalification, bidding documents, draft contract) 
should be submitted for ADB approval regardless of the estimated contract amount. 
Subsequent procurement are subject to post review. All ICB contracts are subject to 
prior review. Prior review and approval of ADB of the procurement documents 
(prequalification, bidding, contract) is required.  
 
3. The Recipient is responsible for selecting, engaging, and supervising Consultants 
engaged under the grants funded by ADB. All consultants will be recruited according to 
ADB’s Guidelines on the Use of Consultants (April 2010, as amended from time to time). 
A consultant firm to provide a total of 92 person months of consulting services (34 
international, 58 national) will be recruited to support MOH and DRA in project 
implementation and capacity development for Component 2 and Component 3. The 
consulting firm will be engaged using quality- and cost-based selection (QCBS) with the 
standard ratio of 80:20. Five consulting firms will be engaged under lump sum contracts 
using Consultant Qualification Selection (CQS). The firms are required to submit full 
technical proposals (FTPs) under QCBS and biodata technical proposals (BTPs) under 
CQS. Thirteen person-months of international and 29 person-months of national 
consultants will be recruited for Component 1 and Component 4 following individual 
consultant recruitment (ICS) procedure. The pharmacy department of the Health 
Sciences University of Mongolia will be recruited through single source selection (SSS) 
to develop and conduct basic and advanced training programs for good manufacturing 
practices (GMP). It is the only national organization in Mongolia having the necessary 
competence to meet the requirements under the terms of reference and implement this 
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small assignment. The terms of reference for all consulting services are outlined in 
Section D.  
 
4. WHO will provide, at least, technical assistance (in-kind) in the following areas: 
 

(i) Component 1: 5 person-months for the establishment of the 
demonstration hospital. 

(ii) Component 2: 1 person-month for the strengthening of post-graduate 
specialist structure and residency programs. 

(iii) Component 3: 2 person-months for the implementation of good 
manufacturing processes; 1 person-month for the use of the WHO 
standard methodology to measure the circulation of unsafe drugs; and 1 
person-month to strengthen drug regulatory functions. 

 
C.  Procurement Plan  

Basic Data 
Project Name: Fourth Health Sector Development Project 
Country: Mongolia Executing Agency: Ministry of Health 
Grant Amount: $14,000,000 Grant Number: 41243-MON: Fourth Health 

Sector Development Project 
Date of First Procurement Plan: 18 August 
2010   

Date of this Procurement Plan:   

 
A. Process Thresholds, Review and 18-Month Procurement Plan 

 
1. Project Procurement Thresholds 

 
5. Except as ADB may otherwise agree, the following process thresholds shall 
apply to procurement of goods and works.  
 

Table 1: Procurement of Goods and Works 
Method Threshold 
  
International Competitive Bidding for Goods 
International Competitive Bidding for Works 

Equal or more than US$500,000 
Equal or more than US$ 1,000,000  

National Competitive Bidding for Goods Equal or more than US$50,000 and below US 
$ 500,000 

National Competitive Bidding for Works Equal or more than US$50,000 and below US 
$ 1,000,000 

  
Shopping for Goods Below $50,000 
Shopping for Works Below $50,000 

Source: Asian Development Bank estimates. 
 

2. ADB Prior or Post Review 
 

6. Except as ADB may otherwise agree, the following prior or post review 
requirements apply to the various procurement and consultant recruitment methods used 
for the project. (See Procurement Guidelines, Appendix 1 and Guidelines on the Use of 
Consultants, paragraph 1.16)  
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Procurement Method Prior or Post Comments 
Procurement of Goods and Works 
ICB Works Prior  
ICB Goods Prior  
NCB Works Post Except for the first 

procurement which will 
be subject to prior review 

NCB Goods Post Except for the first 
procurement which will 
be subject to prior review 

Shopping for Works Post  
Shopping for Goods Post  
 
Recruitment of Consulting Firms 
Quality-and Cost-Based Selection (QCBS) Prior Quality cost ratio of 

80:20 
Consultant Qualification Selection (CQS) Prior  
Single Source (SSS) Prior  
 
Recruitment of Individual Consultants 
Individual Consultants Prior  

Source: Asian Development Bank estimates. 
 
3. Goods and Works Contracts Estimated to Cost More Than $1 Million 

 
7. The following table lists goods and works contracts. 
 

General 
Description 

Contract 
Value 

Procurement 
Method 

Prequalification
of Bidders (y/n) 

Advertisement
Date 

(quarter/year) 
Comments

Essential Drug 
Control Laboratory 
equipment 

$1,162,700 ICB No Q4 2013  

Equipment for 
demonstration 
hospital  

$2,129,000 ICB No Q3 2014  

Construction of 
surgical unit 
 

$2,560,000 ICB No Q3 2013  

Construction of 
additional 50 bed 
unit 

$2,560,000 
 

ICB No Q3 2013  

Refurbishment of 
existing hospital 
building and 
Operating rooms 
for obstetrics 

$2,576,000 ICB No  Q3 2013  

ICB = international competitive bidding, NCB = national competitive bidding, Q = quarter. 
Source: Asian Development Bank estimates. 
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4. Consulting Services Contracts Estimated to Cost More Than $100,000  
 

8. The following table lists consulting services contracts. 
 

General 
Description 

Contract 
Value 

Recruitment  
Method 

Advertisement 
Date 

(quarter/year) 

International 
or National 
Assignment 

Comments 

Consulting 
Firm 

 
$1,195,380 

QCBS Q4 2011 International 
Includes the 
following 
individuals 1 

Monitoring and 
Evaluation 
Consultant 
 

$103,880 ICS 
      Q4 2011  

 

 
 

International  

3 person 
months 

Strategic 
Hospital  
Planning 
Expert 
 

$195,520 ICS 
Q3 2011 

 
International 

8 person 
months 
ICS required 
to ensure 
highest 
quality of  
recruited 
expert)  

Source: Asian Development Bank estimates. 
 

5. Goods and Works Contracts Estimated to Cost Less than $1 Million and 
Consulting Services Contracts Less than $100,000 
 

9. The following table groups smaller-value goods, works and consulting services 
contracts. 
 

General 
Description 

Value of 
Contracts 

(cumulative)

Number of 
Contracts 

Procurement 
Method1 

Comments 

 
 
Laboratory Information 
Management System 
(LIMS) 

 
$383,300 

 
1 ICB 

Q2–Q3 2012 
ICB proposed as 
LIMS software has 
not been developed 
nationally 

E-Hospital Investment 
(software and hardware, 
including training and 
maintenance contract) 

$244,000 1 NCB Q2 2013 

Drug Regulatory  and 
Document Management 
Software 

$91,200 
 

1 NCB Q3 2012 

Translation and printing of $128,100 3 Shopping 2012/13/14 

                                                 
1  International: Post graduate education – 3 person-months; Hospital Management Training – 2 person 

months; Nurses and Midwives – 3 person-months; Drug Regulatory Agency (DRA) expert – 13 person-
months; Regulatory Functions including GMP – 4 person-months, Drug Control Laboratory – 6 person-
months; Post-Marketing Surveillance and ADR – 3 person-months.     

    National: Post graduate education – 8 person-months; Nurses and Midwives – 6 person-months; DRA 
Expert – 13 person-months; Strengthening Regulatory Functions – 9 person-months; Post marketing 
Surveillance and ADR – 6 person-months;  ADR Systems Streamlining – 4 person-months, Governance 
Information System (IT) – 12 person-months.  
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General 
Description 

Value of 
Contracts 

(cumulative)

Number of 
Contracts 

Procurement 
Method1 

Comments 

medical textbooks 
Training center equipment  
 

$59,500 1 Shopping Q2 2013 

Software Development  for 
Capital Planning 

$22,800 1 Shopping Q2 2012 

Upgrade web-based 
licensing software 
(LICEMED) and database 
of the Drug Regulatory 
Agency 

$22,800 
 

1 Shopping Q3 2012 

Web-hosting and related 
costs for  DRA website 
and  Drug Governance  
website 

$34,200 1 Shopping Q3 2013 

Software, hardware and 
training for E-library of the 
DRA 

$22,800 1 Shopping Q2 2012 

PIU office equipment 
 

$22,200 1 Shopping Q3 2011 

Monitoring and Evaluation 
Consultant 
 

$10,230 1 ICS 
Q4 2011 
National 3 person- 
months 

Legal expert $34,050 1 ICS 
Q4 2011 
National 10 person- 
months 

Social poverty and gender 
specialist  
 

$16,100 1 ICS 
Q4 2011 
National  5 person- 
months 

 
Environmental Specialist  

$16,870 1 ICS 
Q2 2012 
National  5 person- 
months 

Capital Planning Specialist  $57,230 1 ICS 

Q1 2012 
International 2 
person-months 
(ICS required to 
ensure highest 
quality of  recruited 
expert) 

Civil works design local 
firm 

$75,000 1 CQS 

 
Q1 2012 
(lump sum) 
 

Developing and delivering 
hospital manager training 
for 50 managers 

$23,800 1 CQS 

Q2 2012 
Small  and short term 
assignment requiring 
highly specialized 
expertise. Preparation 
and evaluation of 
competitive proposals 
is not justified 

Basic and advanced 
training programs for GMP 
and training development 

$38,330 1 SSS 
Q1 2012 
The pharmacy 
department of the 
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General 
Description 

Value of 
Contracts 

(cumulative)

Number of 
Contracts 

Procurement 
Method1 

Comments 

Health Sciences 
University of Mongolia 
is the only national 
organization in 
Mongolia having the 
necessary 
competence to meet 
the requirements 
under the TOR 

Local firm to develop 
communication/media plan  

$41,020 1 CQS 

Q3 2013 
Small and short term 
assignment requiring 
highly specialized 
expertise. Preparation 
and evaluation of 
competitive proposals 
is not justified 

Local Community 
Mobilization NGO  

$39,940 1 CQS 

Q2 2012 
Small and short term 
assignment requiring 
highly specialized 
expertise. Preparation 
and evaluation of 
competitive proposals 
is not justified 

Website Development for 
PIU and DRA 

$25,440 1 ICS 
Q3 2012 
National 6 person- 
months 

International accreditation 
advisory to conduct post-
audit for ISO accreditation 

$14,570 1 CQS 

2014 
Small  and short term 
assignment requiring 
highly specialized 
expertise. Preparation 
and evaluation of 
competitive proposals 
is not justified 

International accreditation 
advisory to conduct pre-
audit for ISO accreditation 

$6,390 1 CQS 

2012 
Small  and short term 
assignment requiring 
highly specialized 
expertise. Preparation 
and evaluation of 
competitive proposals 
is not justified 

CQS = consultant qualification selection, DRA = drug regulatory agency, ICB = international competitive 
bidding, ICS =individual consultant system, NCB = national competitive bidding, NGO = nongovernmental 
organization, PIU = project implementation unit, SSS = single source selection, TOR = terms of reference.  
Source: Asian Development Bank estimates. 
 
B. Indicative List of Packages Required Under the Project 
 
10. The following table provides an indicative list of all procurement (goods, works 
and consulting services) over the life of the project. Contracts financed by the Recipient 
and others should also be indicated, with an appropriate notation in the comments 
section. 
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General Description 
Estimated 

Value 
(cumulative) 

Estimated 
Number of 
Contracts 

Procurement 
Method 

Domestic 
Preference 
Applicable 

Comments 

Construction of 
surgical unit, 
additional 50-bed unit 
and refurbishment of 
existing hospital and 
OR obstetrics 

$7,696,000 
 

1-3 ICB No Q3 2013 

Equipment for 
demonstration 
hospital  

$2,129,000 1-3 ICB No Q3 2014 

Essential Drug 
Control Laboratory 
Equipment 

$1,162,700 1-3 ICB No Q4 2013 

Laboratory 
Information 
Management System 
(LIMS) and Drug 
Regulatory  and 
Document 
Management 
Software  

$475,500 1-2 ICB 
 

Yes 

Q2 2012 
 
ICB is an 
appropriate 
procurement 
method as 
LIMS 
software has 
not been 
developed 
nationally 

E-Hospital 
Investment (software 
and hardware, 
including training and 
maintenance 
contract) 

$244,000 1 NCB  Q2 2013 

Translation and 
printing of medical 
textbooks 

$105,000 3 Shopping  2012/13/14 

Training center 
equipment  

$59,500 1 Shopping  Q2 2013 

Software 
Development  for 
Capital Planning 

$22,800 1 Shopping  Q2 2012 

Software, hardware 
and training for E-
library of the DRA 

$22,800 1 Shopping  Q2 2012 

PIU office equipment 
 

$22,200 1 Shopping  Q3 2011 

Upgrade web-based 
licensing software 
(LICEMED) and 
database of the DRA  

$22,800 
 

1 Shopping  Q3 2012 

Web-hosting and 
related costs for  
DRA website and  
Drug Governance  
website 

$34,200 1 Shopping  Q3 2013 

Consultant Firm $1,195,380 1 QCBS FTP Q4 2011 
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General Description 
Estimated 

Value 
(cumulative) 

Estimated 
Number of 
Contracts 

Procurement 
Method 

Domestic 
Preference 
Applicable 

Comments 

International 
consultant 
firm includes 
the following 
individuals 2 

Strategic Planning- 
Hospital sector 
 

$271,520 1 ICS  

Q3 2011 
International 
9 person- 
months 

Monitoring and 
Evaluation Consultant 
 

$103,880 1 ICS  

Q4 2011 
International 
3 person- 
months 

Capital Planning 
Specialist 

$57,230 1 ICS  

Q3 2012 
International 
2 person- 
months 

Civil works design 
firm 

$75,000 1 CQS BTP 
Q1 2012 
(lump sum) 

Local firm to develop 
communication/media 
plan  

$41,020 1 CQS BTP 
Q3 2013 
Lump sum 

Local Community 
Mobilization NGO  

$39,940 1 CQS BTP Q2 2012 

Basic and advanced 
training programs for 
GMP  

$38,330 1 SSS3 BTP 
Q1 2012 
Lump sum 

Social, poverty and 
gender specialist  
 

$16,100 1 ICS  

Q4 2011  
National  5 
person- 
months 

Environmental 
Specialist  

$16,870 1 ICS  

Q2 2012 
National  5 
person- 
months 

Legal expert $34,050 1 ICS  

Q4 2011 
National 10 
person- 
months 

Website $25,440 1 ICS  Q4 2011 – 

                                                 
2  International: Post graduate education – 3 person-months; Hospital Management Training – 2 person-

months; Nurses and Midwives – 3 person-months; Drug Regulatory Agency (DRA) Expert – 13 person-
months; Regulatory Functions including GMP – 4 person-months; Drug Control Laboratory – 6 person-
months: Post-Marketing Surveillance and ADR – 3 person-months.     

    National: Post graduate education – 8 person-months; Nurses and Midwives – 6 person-months; DRA 
Expert – 13 person-months; Strengthening Regulatory Functions-9 pm, Post marketing Surveillance and 
ADR – 6 person-months;  ADR Systems Streamlining – 4 person-months; Governance Information 
System (IT) – 12 person-months.  

3 The Pharmaceutical School of the National Health Sciences University of Mongolia is the only 
national organization in Mongolia having the necessary competence to meet the requirements 
under the terms of reference. 
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General Description 
Estimated 

Value 
(cumulative) 

Estimated 
Number of 
Contracts 

Procurement 
Method 

Domestic 
Preference 
Applicable 

Comments 

Development for PIU 
and DRA 

Q3 2012; 
National 6 
person- 
months 

Developing and 
delivering hospital 
manager training for 
50 managers 

$23,800 1 CQS BTP 
Q2 2012 
Lump sum 

Monitoring and 
Evaluation Consultant 
 

$10,230 1 ICS  

Q4 2011 
National 3 
person- 
months 

International 
accreditation advisory 
to conduct pre-audit 
and post-audit for 
ISO accreditation 

$20,960 1 CQS BTP 
Q1 2012 
 
Lump sum 

BTP = biodata technical proposal, CQS = consultant qualification selection, DRA = drug regulatory agency, 
FTP = full technical proposal, ICB = international competitive bidding, ICS =individual consultant system, IT 
= information technology, NCB = national competitive bidding, NGO = nongovernmental organization, PIU = 
project implementation unit, QCBS = quality- and cost-based selection, SSS = single source selection, STP 
= simplified technical proposal. 
Source: Asian Development Bank estimates. 
 
C. National Competitive Bidding 
 
11. The procedures to be followed for national competitive bidding shall be those set 
forth in the Public Procurement Law of Mongolia of 1 December 2005, effective 1 
February 2006, as amended on 6 February 2007 and 16 July 2009 (hereinafter referred 
to as PPLM), with the clarifications and modifications described in the following 
paragraphs required for compliance with the provisions of ADB's Procurement 
Guidelines (April 2010, as amended from time to time). 
 

(i) The Standard Bidding Documents of Mongolia for Goods and Works that 
have been approved by ADB as acceptable for ADB-financed projects, 
together with ADB's clarifications and modifications thereto, shall be used.  

 
(ii) Government-owned enterprises in Mongolia shall be eligible for projects 

only if they can establish that they: (i) are legally and financially 
autonomous; (ii) operate under the principles of commercial law; and (iii) 
are not dependent agencies of the Executing Agency and/or the 
Implementing Agency. 

(iii) If a bid security is required, the bid security shall be in any of the following 
forms at the bidder's option: (i) a bank guarantee; or (ii) a cashier's or 
certified check. 

(iv) Bidders must be nationals of member countries of ADB, and offered 
Goods and Works must be produced in and supplied from member 
countries of ADB.  Bidders or potential bidders shall not be required to 
register with the taxation and other registration authorities of the 
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government as a condition or requirement of bidding or award, leaving 
these requirements for after award and before signing of contract. 

(v) Foreign bidders from eligible countries of ADB shall be allowed to 
participate in bidding under the same conditions as local bidders and 
without any domestic preference. 

(vi) Prequalification shall not be required, except in the case of large or 
complex works, and with prior written concurrence of ADB. 

(vii) Qualification criteria shall be clearly specified in the bidding documents, 
and all criteria so specified shall be used to determine whether a bidder is 
qualified.  The evaluation of a bidder's qualifications shall only take into 
account the bidder's capacity and resources to perform the contract, in 
particular its experience and past performance on similar contracts, 
capabilities with respect to personnel, equipment and construction or 
manufacturing facilities, and financial position. The evaluation of the 
bidder's qualifications shall be conducted separately from the technical 
and commercial evaluation of the bid. 

(viii) Evaluation and qualification criteria, and submission requirements, to be 
used in each bidding activity shall be clearly specified in the bidding 
documents.  The evaluation of bids shall be done in strict adherence to 
the criteria specified in the bidding documents. 

(ix) The invitation to bid and the bidding documents shall be prepared in the 
Mongolian language.  If another language will be used, then such other 
language shall be English. 

(x) Bidders shall be requested to extend the validity of their bids only under 
exceptional circumstances and the Executing or Implementing Agency, as 
the case may be, shall communicate such request for extension to all 
bidders before the date of expiry of their bids.  When the procurement is 
subject to ADB's prior review, the Executing or Implementing Agency, as 
the case may be, shall obtain in a timely manner the prior written 
concurrence of ADB for the extension of the bid validity period. 

(xi) All bids shall not be rejected or new bids invited without ADB's prior 
written concurrence.  No bid shall be rejected merely on the basis of a 
comparison with the estimated cost or budget ceiling without ADB's prior 
written concurrence (with specific reference to Article 30 of the PPLM). 

(xii) Negotiations with bidders shall not be undertaken before award of 
contract, except as provided in Paragraph 2.63 of ADB's Procurement 
Guidelines (2007, as amended from time to time) (with specific reference 
to Article 30.2 of the PPLM).  A bidder shall not be required, as a 
condition for award, to undertake obligations not specified in the bidding 
documents or otherwise to modify its bid as originally submitted. 

(xiii) Bidding documents and contracts under national competitive bidding 
procedures financed by ADB shall include a provision requiring suppliers, 
contractors and consultants to permit ADB to inspect their accounts and 
records relating to the bid submission and the performance of the contract 
by the supplier, contractor and/or consultant, as the case may be, and to 
have them audited by auditors appointed by ADB, if so required by ADB. 

(xiv) At the same time that notification on award of contract is given to the 
successful bidder, the results of the bid evaluation shall be posted on a 
well-known freely accessible website (namely Mongolia's Ministry of 
Finance e-procurement website: www.e-procurement.mn) identifying the 
bid and lot numbers and providing information on the: (i) name of each 
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bidder that submitted a bid; (ii) bid prices as read out at bid opening; (iii) 
names of bidders whose bids were rejected and the reasons for their 
rejection; and (iv) name of the winning bidder, and the price it offered, as 
well as the duration and summary scope of the contract awarded.  The 
Executing Agency or Implementing Agency, as the case may be, shall 
respond in writing to unsuccessful bidders who seek explanations on the 
grounds on which their bids were not selected. 

(xv) Bidding documents and contracts under national competitive bidding 
procedures financed by ADB shall include a provision requiring 
compliance with core labor standards. 

 
D.  Consultants’ Outline Terms of Reference  
 
12. The project will provide consulting services through four different selection 
methods: quality-and-cost-based selection (QCBS), consultant qualifications selection 
(CQS), single source selection (SSS), and individual consultant selection (ICS) in 
accordance with ADB's Guidelines on the Use of Consultant (April 2010, as amended 
from time to time). 
   
A. Quality- and Cost-Based Selection  

 
13. Consulting Firm for Human Resources Development and Drug Safety. The 
consulting firm will be selected through QCBS method at the quality to cost ratio of 80:20 
using full technical proposal procedure.  
 

A. Human Resources Development 
 

1.  Post Graduate Medical Specialty Education Expert (3 person-months 
international and 8 person-months national). In close coordination with 
WHO technical assistance, the consultants will: 

 
(i) Undertake a review of the organizations that are involved in policy 

development, planning, training and development of medical specialists. 
This will include medical workforce planning, setting standards and 
assessment systems, development of curricula, monitoring of training and 
award of specialist certificates, implementing specialist training, and 
continuous professional development. Make recommendations to 
strengthen the organizational framework. 

(ii) Review the level of specialist training in comparison with international 
norms. Develop a program to upgrade the skill and knowledge levels of a 
selection of specialists, possibly focusing on the four main specialties of 
internal medicine, surgery, obstetrics and gynaecology, and paediatrics. 
Review financial arrangements for residency training. Identify training 
needs and develop a program to meet unmet specialist training 
requirements.  

(iii) Review the role of professional organizations and develop a program to 
strengthen their role with business plans for four professions. 

(iv) Assist the PIU in organizing a study tour on hospital sector reform and 
development. 

(v) Monitor implementation of business plan and assist professional 
associations develop their role. 



11 

 

 
2. Hospital Management Training Expert (2 person-months international). 

The consultant will: 
 

(i) Review management training provided by the Department of Health, the 
Health Sciences University of Mongolia, and under previous ADB projects 
and WHO. 

(ii) Identify required training program for managers in the demonstration site. 
(iii) Select a local institution to implement a hospital management course. 
(iv) Support the development of a curriculum for a short term training on 

hospital management combining theory and practice. 
 

3.  Nurses and Midwife Training Experts (3 person-months international and 
6 person-months national). The consultants will: 

 
(i) Assess training needs of nurses and midwives in the demonstration 

hospital. 
(ii) Adapt current training curriculum of nurses and midwives to new needs 

identified in the demonstration hospital. 
(iii) Implement on-the-job training for nurses and midwives of the 

demonstration hospital. 
 
 B. Drug Safety 
 

1. Drug Regulatory Agency (DRA) Expert (13 person-months international 
and 13 person-months national). The consultants, in close coordination 
with WHO technical assistance, will: 

 
(i) Develop a strategic and operational plan (institutional development plan) 

for the DRA. 
(ii) Identify the regulatory changes needed to ensure the DRA functions 

properly. 
(iii) Set up and document the organization, management structure, and 

management processes of the DRA, including job description and 
performance measurements for personnel. 

(iv) Develop international relations program and initiate contacts. 
(v) Provide capacity building to the DRA based on training needs 

assessment. 
(vi) Provide guidance on website presentation. 
(vii) Advise on required software applications. 
(viii) Assist the PIU in organizing a study tour on drug regulatory management 

and a study tour on drug control. 
(ix) Develop a training plan, including arrangements for training 

implementation in Mongolia for strengthening drug regulatory, dug control, 
GMP practices, adverse drug reaction, and drug safety governance. 

(x) Assist, coordinate, and ensure a coherent approach of the various inputs 
and outputs under the drug safety component (including drug regulatory 
functions, development of the drug control laboratory, GMP development, 
post- marketing surveillance, and drug safety governance). 

(xi) Assist national working group on GMP, review and upgrade the GMP 
standard (MNS), and prepare the GMP certification. 



12 

 

(xii) Assist companies with GMP implementation plans (including the 
identification of external sources of financial and technical assistance to 
develop investment plans and design studies). 

(xiii) In coordination with WHO, ensure the collection of data needed for the 
project information system and in particular on progress made on 
strengthening regulatory functions and the measurement of the circulation 
of illegal, counterfeit and substandard drugs. 

 
2. Drug regulatory Functions Expert (4 person-months international and 9 

person-months national). The consultant, in close coordination with WHO 
technical assistance, will: 

 
(i) Review regulations of all regulatory functions (drug registration 

procedures and system, inspection and border control, etc.). 
(ii) Develop a regulatory strategy (strategic focus on registration, inspection, 

border control). 
(iii) Review and develop working procedures.  
(iv) Develop external media and communication framework for interaction 

with stakeholders. 
(v) Provide guidance on selection of dedicated software applications to assist 

each regulatory function, and guidance with the selection of a document 
management system. 

(vi) Develop training program and operations manuals on regulatory 
functions; provide training to key personnel for the various regulatory 
functions. 

(vii) Develop a training course on GMP in partnership with Health Sciences 
University and the Pharmaceutical Professional Association to host the 
course. 

(viii) Assist with the development of a GMP inspection quality system and 
provide training of GMP inspectors. 

(ix) Assess the feasibility of GMP implementation for major drug 
manufacturers companies. 

 
3.  Drug Control Laboratory Expert (6 person-months international). The 

consultant will: 
 

(i) Provide strategic and management support to the Drug Control 
Laboratory. 

(ii) Review the list of equipment for procurement. 
(iii) Provide guidance with the procurement of Laboratory Information 

Management System (LIMS).  
(iv) Assist with the design qualification, installation qualification and 

operational qualification of the investment. 
(v) Validate the new laboratory. 
(vi) Assist with development of the laboratory quality management system 

and standard operating procedures. 
(vii) Assist with the startup of the new facility. 
(viii) Develop an in-house training program. 
(ix) Arrange study tour and traineeship for management. 
(x) Prepare laboratory for ISO-17025 certification. 
(xi) Introduce laboratory in international networks. 
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(xii) Prepare a laboratory strategy and accreditation plan for the Ministry of 
Health. 

(xiii) Ensure adequate linkages, and contractual agreement between the 
laboratory, the Drug Regulatory Agency, and the Ministry of Health. 

 
4.  Post Marketing Surveillance and Adverse Drug Reaction Expert (3 

person-months international and 6 person-months national). 
 

(i) Aggregate studies and surveillance reports to date. 
(ii) Assess bottlenecks in market surveillance (Drug Therapeutic Committees 

– DTC). 
(iii) Streamline the system to facilitate easy and frequent data collection and 

reporting. 
(iv) Set up an adequate feed back system. 
(v) Design a more interactive collaboration model between the 

Pharmacological Committee and the DTCs. 
(vi) Design a mechanism to facilitate corrective and preventive actions.  
(vii) Review/update training materials for DTCs. 
(viii) Prepare and run two seminars for key personnel involved in post 

marketing surveillance and adverse drug reaction monitoring. 
 

5.  Drug Safety Governance Expert (12 person-months national) 
 

(i) Develop a sector information and monitoring plan using WHO indicators, 
and develop a sector management information system.  

(ii) Communication and media plan for reporting and stakeholder interaction 
on key sector indicators, developments, and achievements. 

(iii) Redesign functions, tasks and job descriptions of Pharmaceutical and 
Medical Devises Division of MOH.  

(iv) Training of PMDD in monitoring and evaluation techniques.  
(v) Preparation of two national drug safety conferences; presentations. 

 
B.  Consultant Qualification Selection 
 

1. Develop and Deliver Hospital Management Training. In coordination 
with the hospital management expert recruited under the firm (QCBS), the 
entity will: 

 
(i) Develop a short-term training course with the technical input of the 

hospital management expert, which answers the needs of hospital 
managers from the public and private sector. 

(ii) Pilot test the course using current hospital managers. 
(iii) Train at least 50 hospital managers. 
(iv) Ensure the institutionalization of the course in the training entity. 

 
2. Prepare and Assist in the Implementation of a Communication/Media 

Plan for hospital development and drug safety. The entity will: 
 

(i) Prepare a communication/media plan to improve the governance of the 
hospital sector (public information on hospital performance and progress 
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towards reforms) to foster trust and increase participation of communities 
in the reform of hospitals. 

(ii) Prepare a communication/media plan for reporting on key drug safety 
indicators, developments and achievements. 

(iii) Assist the EA in the implementation of the plan. 
(iv) Study the institutionalization of the communication tools within the 

responsible organizations to sustain governance initiatives and tools. 
 

3. Community Mobilization. A local entity with experience in community 
development, consumer and health issues and social research will be selected to 
increase participation and awareness of beneficiaries to the issues related to 
reformed hospital services in the demonstration site, and to issues related to drug 
safety. More specifically, the entity will: 

 
(i) Prepare and implement consultation and participation (C&P) activities of 

the Project, including: (a) patient satisfaction surveys to evaluate and 
assess the impact of the multi-functional hospital, (b) community 
awareness program to monitor the activities of the multi-functional 
hospital throughout the lifetime of the Project using patients report and 
community score cards, and (c) drug safety information and outreach 
program to raise public awareness of drug safety issues throughout the 
lifetime of the Project. 

(ii) Produce communication materials and also involve the media such as 
local TV channels, press and radio in disseminating information and 
raising awareness. 

 
4. International Accreditation Advisory to Conduct Audits for ISO 

Accreditation of the Drug Control Laboratory. An official ISO 
accreditation body will be contracted to: 

 
(i) Conduct a pre-audit for ISO-17025 certification of the Drug Control 

Laboratory. 
(ii) Conduct a post-audit for ISO-17025 certification of the Drug Control 

Laboratory. 
 

5. Training Programs for Good Manufacturing Practices for Local Drug 
Manufacturers. In close coordination with the DRA and drug regulatory 
function experts recruited under the firm (QCBS), a local entity 
specialized in pharmaceutical training4 will:  

 
(i) Develop a basic and advance training course on good manufacturing 

practices (GMP) in partnership with the Pharmaceutical Professional 
Association and based on available GMP assessment.  

(ii) Assist with the development of a GMP Inspection quality system.  
(v) Pilot test the GMP training programs. 
(vi) Train selected GMP inspectors and GMP implementers in the industry. 
(iii) Ensure the institutionalization of the course in the training entity. 

 

                                                 
4 The pharmacy department of the Health Sciences University of Mongolia is the only national organization 

in Mongolia having the necessary competence to meet the requirements of the terms of reference. 
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C.  Individual Consultant Services 
 

1. Strategic Hospital Planning Expert (8 person-months international). The 
consultant will: 

 
(i) Assist in setting up the high level strategic planning committee (terms of 

reference, membership, working methods, secretariat, monitoring and 
reporting). 

(ii) Assist in developing a hospital development policy, which answers current 
constraints experienced by the hospital sector and incorporates best 
international practices suitable for Mongolia. 

(iii) Guide the high level strategic planning committee in developing a 
strategic hospital development plan for Ulaanbaatar. 

(iv) Assist in developing a communication strategy on hospital reform vision, 
plan, and implementation. 

(v) Develop and assist in monitoring and evaluation of the implementation of 
the strategic hospital development plan. 

(vi) Assist the PIU in organizing a study tour on hospital sector reform and 
development. 

(vii) For the demonstration site, and in coordination with WHO technical 
assistance, the expert will advise decision-makers and guide the 
development of the infrastructure (the lay-out, floor plan, refurbishment, 
extension); assist in determining equipment requirements (provision of a 
rational list of equipment to complement existing equipment and ensure 
arrangement for training and maintenance); identify regulatory, 
organizational, and management reforms needed; and identify training 
needs.  

(viii) Develop a training plan, including arrangements for training 
implementation in Mongolia and abroad (specialities), of key human 
resources of the demonstration hospital. 

(ix) Review legislation and regulation (e.g., health law) pertaining to the 
hospital sector and make concrete recommendations on how to improve 
the regulatory and legislative framework, in particular for licensing private 
and public hospitals. 

(x) Review governance arrangements of the main organizations involved in 
the hospital sector and make recommendations on how to improve 
production of relevant information and access of the public to information 
on hospitals; use and adapt international best practices. 

  
2.  Capital Planning Specialist (2 person-months international). The 

consultant will: 
 

(i) Prepare guidelines for MOH staff to undertake a comprehensive 
assessment of hospital infrastructure and equipment based on best 
international practices and suitable in the Mongolian context.  

(ii) Train key personnel to implement the assessment. 
(iii) Ensure quality of the assessment though ad hoc supervision during 

missions.  
(iv) Validate part of the assessment by returning to assessed facilities. 
(v) Develop a hospital capital planning system by defining role and 

responsibilities of MOH staff, and identifying required resources. 
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3. Monitoring and Evaluation Specialist (3 person-months international and 3 

person-months national). The consultants will: 
 

(i) Fine-tune the project performance management system and reporting 
system to MOH and ADB. 

(ii) Monitor and evaluate achievements during project implementation 
(baseline, midterm review, and project completion report). 

 
4. Legal Expert (10 person-months national). The expert will: 

 
(i) Advise the project on legal matters pertaining to the reforms promoted 

under the project. 
(ii) Draft relevant guidelines, regulations, orders, and laws as needed under 

the three components of the project. 
(iii) Assist in implementation, promulgation and assessments of orders, laws, 

and regulations. 
 

5. Social Poverty and Gender Specialist (5 person-months national). In 
coordination with the gender specialist under Third Health Sector 
Development Project, the specialist will: 

 
(i) Ensure gender sensitivity as well as community and stakeholder 

participation in implementing project activities, including training, health 
promotion, community participation, monitoring and evaluation, and other 
aspects included in the gender action plan. 

(ii) Assist the EA in implementing the Gender Action Plan. 
(iii) Provide guidance to MOH on inclusion of gender and poverty-related 

indicators in the routine information system of the health sector and 
surveys initiated by the project. 

(iv) Ensure the collection of gender disaggregated data as required in the 
design and monitoring framework. 

 
6. Environmental Specialist (5 person-months national).  Proficient in 

English and familiarity with the SPS are required. Work experience with 
international finance institutions will be an advantage. The environmental 
specialist will: 

 
(i) Assist the EA and PIU in designing the PPMS in terms of environmental 

management. 
(ii) Assist the EA and PIU in updating the EMP and environmental monitoring 

program based on detailed design of project components 1 (Strengthened 
Hospital Services in UB, including the development of a demonstration 
hospital) and component 3 (Strengthening Drug Safety Regime). 

(iii) Monitor project implementation, including the environmental implications 
of project components 1 (Strengthened Hospital Services in UB, including 
the development of a demonstration hospital) and component 3 
(Strengthening Drug Safety Regime, including the new central laboratory) 
to ensure compliance with environmental safeguards. 

(iv) Monitor and ensure proper implementation of the environmental 
management plan (EMP) prepared under the project. 
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(v) Provide training on environmental management implementation and 
monitoring for the IAs and PIU. 

(vi) Identify any implementation issues relating to environment and provide 
recommendations to solve them. 

(vii) Undertake site visits as required. 
(viii) Report to the MOH, implementing agencies, and ADB as required under 

the environmental covenant of the grant agreement. 
 
7. Website Development Specialist (6 person-months national). The 

specialist will develop and fine-tune the websites for the DRA and the 
PIU. The expert will: 

 
(i) Discuss PIU requirements to further develop the existing website to make 

it accessible to Mongolian and English speakers. 
(ii) Define user requirements of regulatory applications and assist with 

installation. 
(iii) Assist with the laboratory information management system (LIMS) 

selection and installation. 
(iv) Guide procurement of hardware (laboratory, DRA, PIU). 
(v) Develop a user friendly application for ADR monitoring. 
(vi) Develop governance monitoring system for MOH. 
(vii) Liaise with MOH IT department on systems and standards. 

 
D.  Project Implementation Unit (PIU) Staff 
 
14. The PIU of the Third Health Sector Development Project will be expanded to 
incorporate implementation of Fourth Health Sector Development Project. To ensure 
smooth implementation of the Project, a technical coordinator for hospital services 
development and drug safety will be recruited for the PIU.  
 

1. Hospital Services Development Coordinator (60 person-months national).  
The coordinator, under the supervision of the project manager of the PIU, 
will: 

 
(i) Ensure the smooth implementation of Component 1 of the project 

(Strengthened Hospital Services in Ulaanbaatar). 
(ii) Assist the consultants of Component 1 in meeting their objectives. 
(iii) Liaise with all stakeholders involved in Component 1. 
(iv) Closely monitor the development and implementation of activities, 

including EMP adaptation and implementation in the demonstration site of 
Songinohairkhan and the central laboratory. 

(v) Coordinate the Grievance Redress Mechanism and provide required 
information to report annually to MOH and ADB. 

(vi) Support the secretariat of the High Level Strategic Planning Committee. 
(vii) Coordinate with the entity recruited on community mobilization. 
(viii) Produce regular report as required by the PIU project manager, and in 

particular provide relevant input for reporting to ADB and MOH. 
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2. Drug Safety Coordinator (60 person-months national). The coordinator, 
under the supervision of the project manager of the PIU, will: 

 
(i) Ensure the smooth implementation of Component 3 of the project 

(Strengthened Drug Safety Regime). 
(ii) Assist the consultants of Component 3 in meeting their objectives. 
(iii) Liaise with all stakeholders involved in Component 3. 
(iv) Coordinate with the entity recruited on community mobilization. 
(v) Produce regular report as required by the PIU project manager, and in 

particular provide relevant input for reporting to ADB and MOH. 
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VII.  SAFEGUARDS 
 
A. Environment  
 
1. Environmental Impact Assessment. The Project is classified as category B 
according to ADB’s Safeguard Policy Statement (2009). Certified environmental impact 
assessment (EIA) institutes have prepared two domestic environmental assessment 
reports for the project sub-components in compliance with relevant laws, regulations, 
and guidelines of Mongolia and ADB policies. An initial environmental examination (IEE) 
and an EIA were prepared for the Songinorhairkhan District Hospital rehabilitation 
component and the Central Control Laboratory component, respectively, and have been 
approved by the Ministry of Nature, Environment and Tourism in October 2010. A 
consolidated IEE (CIEE) has been developed which complies with ADB’s Safeguard 
Policy Statement (SPS) (2009) and has been uploaded to the ADB website on 4 
November 2010 for public disclosure. The CIEE summarizes the findings of the New 
Central Laboratory EIA and renovated Songinohairkhan District Hospital IEE undertaken 
to meet Mongolia environmental regulations, and a due diligence review of project 
associated facilities.  
 
2. Environmental Management Plan. The IEE defines all potential environmental 
impacts and mitigation measures for all phases of the project from preparation through 
construction and operation of the project. Potential adverse impacts during the 
construction and operation phase include limited standard construction impacts, and 
unsafe collection, storage, treatment, and disposal of medical and chemical hazardous 
waste. The Songinohairkhan District Hospital and the new Central Laboratory are 
connected to the Ulaanbaatar centralized systems for water supply, wastewater 
collection, electricity and heating systems; and are close to the existing Ulaanbaatar 
landfill and the centralized medical waste treatment facility. The possible adverse 
environmental impacts will be prevented or minimized to acceptable levels, through the 
implementation of the environmental management plan (EMP) that includes adequate 
mitigation and monitoring arrangements. The EMP also defines responsibilities for EMP 
implementation and supervision, environmental training and capacity building, and 
budgets for implementation of the EMP. The EMP will be updated based on final design 
and will be submitted to ADB for review and approval prior to awarding the civil works 
contract.  Contractors and the implementing agencies (IAs) will implement these 
measures. The effectiveness of these measures will be regularly evaluated in the 
framework of the environmental monitoring program, and corrective actions defined if 
required.  
 
3. Institutional arrangements. The Ministry of Health (MOH) will be the executing 
agency (EA) and will be responsible for the overall project planning, management, and 
implementation. MOH will be responsible for the overall implementation and compliance 
with the EMP and monitoring plan. MOH will also hold final responsibility for the 
implementation of a grievance redress mechanism for handling any disputes. The project 
implementation unit (PIU) established by MOH will have overall responsibility for 
supervising implementation of environmental mitigation measures and reporting to ADB. 
It will be responsible for compliance with the EMP and ensuring that mitigation measures 
are implemented as described in the EMP, and will support implementing agencies in 
handling any disputes arising from noncompliance with the EMP. The PIU will hire an 
environment and hospital specialist to coordinate environmental management and 
coordinate the project level Grievance Redress Mechanism, respectively. The IAs will be 
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responsible for the implementation of the mitigation measures during project detail 
design and construction. They will ensure that the EMP is carried out, arrange the 
environmental monitoring reviews, and respond to any adverse impact beyond those 
foreseen in the domestic EIA and IEE and this CIEE. Oversight is also provided from the 
Ministry and Department of Nature and Environment (MNET and DNET, respectively) as 
well as the General Agency for Specialized Inspection (GASI) and District Inspection 
Agency (DIA). The IAs will also attend to requests from these agencies and ADB 
regarding the mitigation measures and monitoring program. The PIU will nominate a 
person in charge to supervise the effective implementation of the EMP. After project 
completion, environmental management responsibilities will be handed over to the 
operators of the project facilities, including the Ulaanbaatar City Hospital Management of 
the Songinohairkhan district hospital and the Central Laboratory Administration under 
GASI. Both operators will nominate dedicated and qualified staff to conduct the 
environmental management activities after project completion. The Project will hire two 
Implementation Consultants with environmental responsibilities: (i) a Hospital Specialist 
(full time during 5 years, 60 person-months) will closely monitor the development and 
implementation of all project related activities, including the EMP for the 
Songinohairkhan district hospital and the drug control laboratory, support the PIU in 
coordinating the Grievance Redress Mechanism, and provide required information to 
report annually to MOH and ADB; and (ii) an Environment Specialist will support and 
advise the Hospital Specialist twice a year (1 person-month per year), conduct 
monitoring, advise contractors and IAs on required corrective actions, and prepare the 
annual report to EA and ADB as required under the covenant.  
 
4. Assurances and Covenants. Assurances and covenants related to the 
environmental aspects of the Project are specified in the Grant Agreement. 
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VIII. GENDER AND SOCIAL DIMENSIONS 
 
 
1. Gender Categorization. The project is classified as "effective gender 
mainstreaming." In Mongolia, the health status of the population is highly differentiated 
by gender. The male mortality rate in Mongolia is high, and the male life expectancy is 
low compared with females due primarily to unhealthy lifestyle habits such as smoking 
and heavy drinking. Women comprise the majority of users and providers of the health 
care system in Mongolia and one out of five households in urban areas in Mongolia is 
headed by a woman.1 Women provide the majority of care for ill family members. The 
vast majority of the country’s total medical staff is composed of women. A gender action 
plan has been developed for the project to ensure that gender is mainstreamed. Women 
at all levels will participate in institutional processes to reform the hospital and drug 
safety sub-sectors. MOH has ensured that the gender action plan agreed under the 
project will be implemented in a timely manner. 
 
2. Gender Action Plan. The agencies responsible and the resources needed to 
implement the gender action plan are detailed in the linked gender plan. Gender 
sensitive indicators are specified in the gender plan and in the design and monitoring 
framework (Section IX.A). A social, poverty and gender specialist and a local 
nongovernment organization (NGO) for community mobilization will be hired under the 
project to assist the executing agency in implementing the gender plan. 
 
3. Stakeholder Communication and Participation Plan. The plan includes:  
(i) patient satisfaction surveys, (ii) community monitoring and awareness-raising linked to 
the pilot multi functional hospital in Songinohairkhan District, and (iii) drug safety 
information and outreach activities in Ulaanbaatar. The tools that will be used for 
assessing the performance of the pilot hospital services will be patient satisfaction 
surveys and community score cards. The results will be part of the project’s monitoring 
and evaluation system. The patient satisfaction survey will collect information on:  
(i) availability, reliability, and quality of hospital services received; (ii) responsiveness of 
hospital service providers; (iii) hidden costs such as demand for informal payments; and 
(iv) affordability. The community score card will address similar issues and suggestions 
for addressing complaints.  
 
4. A communication and media framework on drug safety will be established so that 
the general public and stakeholders will have access to public reporting in the annual 
reports and website on drug safety.  A local NGO experienced in drug safety and 
consumer affairs will be hired by the project to raise awareness through outreach 
programs and local public meetings about drug regulatory control.  

                                                 
1 National Statistics Office. 2008. 2007/2008 Household Socio-Economic Survey. Ulaanbaatar. 
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IX. PERFORMANCE MONITORING, EVALUATION, REPORTING, AND     
COMMUNICATION 

 
A. Design and Monitoring Framework 

Design 
Summary 

Performance Targets and Indicators 
with Baselines 

Data Sources and 
Reporting Mechanisms 

Assumptions and 
Risks 

Impact 
Improved health 
status of the 
Mongolian population, 
including the poor 

Poverty level reduced from 36.2% in 
2008 to 18.0% by 2020 
 
 
Maternal mortality reduced 
from 60 per 100,000 live births 
as of February 2010 to 30 per 
100,000 live births in 2020 

Household Socio-economic 
Survey of the National 
Statistics Office 
 
MDG assessment report 
 
GIA–DOH statistics 

Assumption 
Mongolia’s economic 
growth  is able to fund 
social sectors and create 
employment 

Outcome 
Improved health sector 
efficiency, governance, 
and drug safety  

Strategic hospital development plan for 
Ulaanbaatar and capital investment 
planning system in place by 2016 
 
At least 50% reduction of the number 
of illegal, counterfeit, substandard, or 
not quality-assured drugs on the 
market in 2016 from 26% in 2007 
 
A transparent public reporting system 
on hospital performances and drug 
safety is in place by 2016 

Cabinet decree and national
conference report 
 
 
Study using the standard 
WHO methodology  
 
 
 
Ministerial order (MOH) 

Assumption 
Health remains a key 
concern of government 
 
Risk 
Resistance to change from 
key staff groups (e.g., 
hospital specialists), 
agencies (e.g., GASI), 
sectors (e.g., private 
hospitals), and the 
community 

Component 1: Strengthened Hospital Services in Ulaanbaatar 
Outputs 
1. Hospital 
development policy 
and strategic plan for 
Ulaanbaatara 

 
Strategy published in 2012 

 
At least 30% of members of working 
groups on the strategic plan are 
female during 2011– 2013  

Ministerial order (MOH) Assumption 
Cooperative agreement 
between MOH and 
Ulaanbaatar on hospital 
sector development 
 
Risk 
Lack of government and 
community support for 
hospital reform 

2. A hospital capital 
planning system is  
established and 
operational 

Regulatory framework for capital 
investment planning system 
established by 2012 

 Ministerial order (MOH) Risk 
Lack of willingness to 
coordinate investments 

3. A demonstration 
multifunctional general 
hospital established in 
Songinohairkhan 
district 

A hospital system established by 
2014 with a surgery unit and an 
additional specialty (preferably 
obstetrics and gynecology); linked 
outpatient and inpatient department 
 
Patient satisfaction increased from 
2011 baseline (survey data 
disaggregated by gender) 

PIU reports 
 
Hospital report/district 
management 
 
 

 
Patient satisfaction surveys 
undertaken semiannually  

Assumption 
Full management 
commitment 
 
Risk 
Staff and community 
resistance during 
establishment of 
demonstration hospital 

4. Increased 
hospital governance 

Hospital licensing based on needs 
(certificates), minimum number of 
beds, and services and diagnostic 
requirements operational by 2014 
 
Gender-specific needs for services 
and diagnostic requirements 

State legislation 
(Parliament) 
 
 
 
Project report 
 

Assumption 
Legislation approved 

 
Risk 
Private sector resists stricter 
licensing 
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Design 
Summary 

Performance Targets and Indicators 
with Baselines 

Data Sources and 
Reporting Mechanisms 

Assumptions and 
Risks 

identified by end of project 
 
Public information of hospital 
performances in place by 2013 

 
 
 
Ministerial order (MOH) 

Component 2: Strengthened Human Resource Development 
Outputs 
5. Strengthened 
postgraduate specialist 
structure and residency 
programs  

 
Institutional plan that sets out  a 
framework for organizations involved 
in policy development, planning, 
accreditation, and training of 
specialists developed by 2013 
 
Four specialist curricula brought up to 
international standards by 2013, 
including gynecology-obstetrics 

 
Cabinet decree 
 
 
 
 
 
 
PIU reports 

Risk 
Resistance from 
professions  

6. Hospital management 
module integrated in a 
local training institution 

50 managers have undergone 
short-term management training in 
a local management school by the 
end of 2014 (sex disaggregated). 
 
Report identifying and addressing 
constraints to achieving gender 
balance in senior hospital 
management  

PIU reports Assumptions 
Staff willing to undertake 
training 
 
Local institution interested  
in and capable of delivering 
the training 

Component 3: Strengthened Drug Safety Regime 
Outputs 
7. A drug regulatory 
authority established 

Institutional development plan of the 
Drug Regulatory Agency approved and 
implemented 
 
Trainee participant lists are 
disaggregated by gender throughout 
the duration of the project 

Ministerial order of MOH 
approving development 
plan 
 
Annual report of the DRA 

Assumption 
Drug Law includes drug 
agency mandate 
 
Risk 
Institutions involved in drug 
regulation resist changes 

8. Strengthened drug 
regulatory functions 

More than 80% of regulatory functions 
(registration, inspection, laboratory, 
GMP) score positive  

Baseline review 2011, verification 2015

WHO data collection tool for 
the review of drug 
regulatory systems 

 

9. Upgraded drug control 
laboratory, including 
accreditation system 

Laboratory accreditation system 
approved by MOH by 2014 
 
ISO-17025 certificate awarded to the 
drug control laboratory by 2015 

Ministerial order (MOH) 
 
 
ISO-appointed authorized 
body  
 

Assumptions 
MOH contracts GASI 
laboratory  
 
PRC investment in facility 
realized 

10. Implementation of 
GMP 

GMP guidelines and inspectorate 
under GASI upgraded to PIC/S 
standard by 2012 
 
At least five local drug manufacturers 
certified by upgraded GMP standard by 
2015 

Expert evaluation report  
 
 
 
Certification reports 
(MOH/Drug Agency) 

Assumption 
Willingness to adopt GMP 
standard upgrade 
 
Risk 
Companies cannot access 
funding for upgrading GMP 

11. Strengthened post-
marketing surveillance 
and adverse drug reaction 
monitoring 

90% of drug committees reporting 
quarterly by 2013 from 50% in 2009 
(reporting irregularly) 
 
Annual feedback and corrective action 
reports by 2014 

Quarterly reports (in 2009 
50% of the 40 hospitals 
reported randomly) 
 
Annual reports 

Assumption 
Willingness of hospitals to 
make the drug committees 
work 

12. Strengthened drug 
safety governance 
function at MOH 

Annual overview of drug safety 
indicators and achievements by 2013 
 
MOH public information on drug safety 

Annual report, website 
(indicators from WHO drug 
policy indicator guide) 
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Design 
Summary 

Performance Targets and Indicators 
with Baselines 

Data Sources and 
Reporting Mechanisms 

Assumptions and 
Risks 

including rapid alert system improved 
by 2014 (data on persons affected by 
unsafe drugs are gender 
disaggregated)  

Ministerial order and 
funding secured 

Activities with Milestones Inputs 
1.1 Establish high-level strategic planning committee (2011) 
1.2 Review current situation and best practice and develop hospital policy (2011) 
1.3 Develop strategic and financial investment plans (2011–2012) 
1.4 Wide communication on vision, plans, and implementation (2011–2016) 
1.5 Monitor and report on implementation of the strategic plan (2012–2016) 
 

ADB:    $14 million 

Item 
Amount 

($ million) 
Investment Costs 12.08 
Contingencies 1.92  

Activities with Milestones Inputs 
2.1 Review facility and equipment audit system and capital planning system (2011) 
2.2 Support audit of facilities and equipment (2012) 
2.3 Develop capital planning system (2012) 
2.4 Implement hospital capital planning system (2013) 
 
 
 
 
 
 
 
 

WHO: $0.45 million 

Item 
Amount 
($ million) 

Investment Costs .45 
 
Government: $3.70 million 

Item 
Amount 
($ million) 

Investment Costs 2.30 
Recurrent Costs .62 
Contingencies .78  

 3.1 Review and design multifunctional hospital (2011–2012) 
 3.2 Monitor civil works (2012–2014) 
 3.3 Develop new procedures, systems, and organizational arrangements (2013) 
 3.4 Train staff (2013–2014) 
 3.5. Commission multifunctional hospital (2013–2014) 
 3.6 Arrange communication and public participation in implementation (2011–2016) 
 3.7 Support implementation, monitor, and evaluate (2014–2016) 

 

4.1 Review licensing legislation and regulations (2011) 
4.2 Review hospital governance arrangements and improve hospital governance (2012) 
 4.3 Develop monitoring and evaluation procedures (2012–2013) 

 

5.1 Review organizational framework for medical education and clarify roles (2011–
2012) 
5.2 Develop and update postgraduate curricula to international standards (2012) 
5.3 Support professional associations and developed business plans (2012–2016) 

 

6.1 Assess management training provided by other parties (Third Health Sector 
Development Project, WHO) (2011) 
6.2 Identify local institution to provide hospital management training  
6.3 Train managers to support multifunctional hospitals (2012–2013) 

 

7.1 Investments in support systems and quality management for DRA (2011–2014) 
7.2 Identify and implement organizational and regulatory changes required (2011–2013) 
7.3 Provide capacity building on regulatory functions (2011–2013) 

 

8.1 Review and develop regulations, procedures, and job descriptions (2011–2014) 
8.2 Develop professional and support system of regulatory functions (WHO list) (2011–
2015) 
8.3 Improve external communication and transparency (2011–2015) 

 

9.1 Procure equipment, information management system, and information technology 
infrastructure (2011–2015) 
9.2 Develop quality management system, validation, and ISO-17025 certification (2011–
2015) 
9.3 Provide capacity development on laboratory management, quality assurance, and 
use of new equipment (2011–2014) 
9.4 Develop laboratory accreditation system (2013–2014) 
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Activities with Milestones Inputs 
10.1 Review and upgrade GMP standards, regulations, and legal base (2011–2013) 
10.2 Upgrade GMP inspectorate, guide inspections and company certifications (2011–
2016) 
10.3 Develop manufacturer capabilities to upgrade facilities and train personnel (2011–
2016) 

 

11.1 Review information collection, analysis, reporting, and dissemination for market 
surveillance and ADR monitoring (2011–2012) 
11.2 Develop market surveillance and ADR training course and seminars (2013–1016) 

 

12.1 Develop drug safety monitoring and communication plans (2012–2014) 
12.2 Improve capabilities and support systems to perform governance function (2011–
2014) 
12.3 External communication and reporting improvements (2011–2016) 

 

13.1. Implement and report on the gender action plan (2011–2016) 
13.2. Implement community mobilization and consultation and participation plan (2011–
2016) 
13.3. Implement and report on the environmental management plan (2011–2016) 
13.4. Establish a project website that is accessible to the public (2011) 

 

 
B. Monitoring  
 
1. Project performance monitoring. The Ministry of Health (MOH) will establish a 
comprehensive project performance monitoring system acceptable to the Asian 
Development Bank (ADB). The system will assess performance by (i) evaluating delivery 
of planned activities; (ii) measuring project impacts; (iii) measuring health, social, and 
economic benefits with a focus on the poor, women, and disadvantaged groups; and (iv) 
monitoring achievement of Millennium Development Goals and other government 
targets. Indicators will serve as a basis to prepare reports on project implementation and 
the reform process, improved use of resources, improved access to services (particularly 
for the poor), improved service quality, client satisfaction, and progress in achieving 
Millennium Development Goals. Performance indicators are set out in the design and 
monitoring framework (above). Some indicators will be monitored through surveys 
financed under the project, while others will be monitored through routine administrative 
and financial data. Where feasible, indicators will be disaggregated by socioeconomic 
level and gender.  
 
2. Disaggregated baseline data for output and outcome indicators gathered during 
project processing will be updated and reported quarterly by the project implementation 
unit’s quarterly progress reports (on behalf of the executing agency) and after each ADB 
review mission. These quarterly reports will provide information necessary to update 
ADB's project performance reporting system.  
 
3. Compliance monitoring. The compliance status of grant covenants will be 
reported and assessed through the quarterly progress reports and verified by ADB 
review missions.  
 
4. Safeguards monitoring. As a Category C project relative to involuntary 
settlement and indigenous people, the project will have no negative impacts.  The 
progress in implementing the environmental management plan will be reported annually. 
 
5. Monitoring of civil works. The duration of the contract of the consultant in 
charge of independent monitoring of civil works under the Third Health Sector 
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Development Project will be extended to include civil works under the Fourth Health 
Sector Development Project. 
  
C.  Evaluation    
 
6. ADB and the government will jointly undertake reviews of the project at least 
twice a year. The reviews will assess progress in each component, identify issues and 
constraints, and determine necessary remedial actions and adjustments.  A midterm 
review will be conducted during the third year of implementation.  The midterm review 
will (i) review the scope, design and implementation arrangements and identify 
adjustments required; (ii) assess progress of the project implementation against 
performance indicators; and (iii) recommend changes in the design or implementation 
arrangements, if necessary.   
   
D.  Reporting  
 
7. MOH will provide ADB with (i) quarterly progress reports in a format consistent 
with ADB's project performance reporting system; (ii) consolidated annual reports 
including (a) progress achieved by output as measured through the indicator's 
performance targets, (b) key implementation issues and solutions, (c) updated 
procurement plan, (d) updated implementation plan for the next 12 months and contracts 
award and disbursement projections, (e) report on the implementation of the 
environmental management plan, and (f) status of implementation of WHO and the 
Government’s contributions; and (iii) a project completion report within 6 months of 
physical completion of the project. To ensure projects continue to be both viable and 
sustainable, project accounts and the executing agency annual financial statements, 
together with the associated auditor's report, should be adequately reviewed.  
 
E.  Stakeholder Communication Strategy  
 
8. The project preparation activities were guided by participatory processes 
undertaken in Ulaanbaatar and health organizations. Focus group and stakeholder 
discussions were held and indicated a range of health, social, and organizational 
concerns in the community and the health services, including the needs for (i) improved 
access to secondary and tertiary health services, (ii) improved access to affordable 
drugs, and (iii) improved quality and organization of health services. Information 
campaigns on strengthening hospital services in Ulaanbaatar and improvements in drug 
safety will be undertaken to keep the public and staff engaged and informed.  Public 
disclosure of all project documents will be made available through the development of a 
Project website. Annual national conferences will be held to keep the staff of the health 
service and the public fully informed of developments and progress.  
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X.  ANTICORRUPTION POLICY 
 
1. ADB reserves the right to investigate, directly or through its agents, any violations 
of the Anticorruption Policy relating to the Project. All contracts financed by ADB shall 
include provisions specifying the right of ADB to audit and examine the records and 
accounts of the executing agency and all Project contractors, suppliers, consultants and 
other service providers. Individuals/entities on ADB’s anticorruption debarment list are 
ineligible to participate in ADB-financed activity and may not be awarded any contracts 
under the Project.  
 

2. To support these efforts, relevant provisions are included in the grant agreement 
and the bidding documents for the project.  
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XI.  ACCOUNTABILITY MECHANISM 
 
1. People who are, or may in the future be, adversely affected by the project may 
address complaints to ADB, or request the review of ADB's compliance under the 
Accountability Mechanism.1  

                                                 
1  For further information see: http://compliance.adb.org/. 
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XII.  RECORD OF PAM CHANGES 
 
1. All revisions/updates during course of implementation should be retained in this 
section to provide a chronological history of changes to implemented arrangements 
recorded in the PAM. 


