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DEVELOPMENT OF THE SONGINOHAIRKHAN MODEL GENERAL HOSPITAL 
 
A. Legal and Strategic Framework 
 
1. In May 2011, the Mongolian Parliament amended the health law requiring general 
hospitals to provide at least seven specialized medical services.1 The new hospital policy and 
strategic hospital development plan developed under the Fourth Health Sector Development 
Project envisaged to establish 11 general hospitals to cover the population of Ulaanbaatar by 
2020. The hospital development policy and strategic plan for Ulaanbaatar include legal, 
regulatory, and institutional reforms; capacity building needs; and potential financing resources. 
 
B. Model (Objectives) 
 
2. In line with the amended health law, the Government of Mongolia aims to develop a 
demonstration general hospital which will be used as a model to be replicated in the nine 
districts of Ulaanbaatar. The funding available under the original project is insufficient to comply 
with the requirements under the amended health law. Considering the poor state of the hospital 
infrastructure in the present Songinohairkhan hospital, a new general hospital will be built in the 
existing site. The existing hospital is proposed to be turned into a model multifunction general 
hospital that will be granted managerial autonomy to provide quality services accessible to the 
district population. The new hospital will be a general hospital with 300 beds, which will include 
modern facilities, adequate diagnostic and laboratory capacity, integrated hospital management, 
model nursing care, proper medical waste management, and advanced information technology 
for health services, as well as hospital management.2 In the proposed pilot hospital, the new 
Hospital Care Strategy, which centers on the development of a Regional Care Network,3 will be 
designed, tested, and implemented.  
 
C. Prerequisites and Exemptions 
 
3. To ensure the effective implementation of the pilot demonstration hospital, the following 
prerequisites and exemptions are required: (i) preparation of general by-laws and hospital 
systems and procedures for the hospital; (ii) exemptions on staff salaries and incentives; (iii) 
improved staffing patterns for a 300-bed facility, using international/regional standards and best 
practice; (iv) improved budgetary allocations for operations and maintenance from Ulaanbaatar 
City budgets; (v) revised fee structure and payment schemes, using case payment methods, 
cross subsidies, cost recovery, and resource mobilization; (vi) development and installation of 
modern information technology-based health services and performance-based management 
systems; and (vii) adherence to updated hospital standards and quality assurance.     
 
D. Steps for Establishment 
 

4. Processes and systems. During the planning and preparatory phase, a number of 
managerial systems and manuals will be developed or adapted to the characteristics and 
functions of the new hospital. Generally, one manual should be developed for each of the main 
                                                 
1 2011 Amended Health Law, Article 16.12: General hospitals shall provide the population with health care and 

services in no less than 7 areas (internal, pediatrics, obstetrics, general surgery, dental care, neurology, infectious 
diseases) through the forms of ambulatory based and inpatient treatment and care. It may have a branch 
ambulatory, based on location and health needs of the population. 

2 Current general hospitals in district hospitals of Ulaanbaatar offer a limited range of services, delink out- and 
inpatient services, and have limited laboratory and information technology capacity. 

3 A defined geographic area with a target catchment population. 
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systems or functions of the hospital. The main manuals and systems to be developed are 
summarized in Appendix A. Information and management systems also need to be developed 
and integrated with the Ministry of Health (MOH) and the State Insurance General Office,  and 
other government information systems (e.g., planning and budgetary systems), as follows: (i) 
patient information system; (ii) services information and management systems; (iii) strategic 
planning system; (iv) planning and budgeting system; (v) monitoring and evaluation system 
(emphasizing performance based contracting); (vi) quality assurance system; and (vii) costing 
system. The hospital systems and structures should be developed in line with the framework of 
a Regional Care Network as proposed in the Hospital Care Strategy. 
 

5. Human resource needs.  Preliminary baseline staff planning assumes that the staff/bed 
ratio for the new hospital will be slightly higher than the current level for secondary and tertiary 
level hospitals in Mongolia, i.e., 2.0 staff per bed against the existing 1.65. The increase is 
mostly linked to greater use of nursing staff.4 This ratio is lower than in most OECD countries 
but consistent with many developing countries.5 Alternative scenarios were developed in 
estimating the operating costs as shown in Table 1 below.  A more precise staff complement 
and composition will be developed following a more detailed operational planning for the 
hospital during project implementation. The staff ratio proposed as baseline for the new hospital 
will require about 600 staff by 2025. 

 
Table 1: Human Resource Needs 

Category Existing Baseline  Total Plan 
Physicians 0,42 0.46 138 
Nursing 0,48 0.69 207 
Health technicians 0,14 0.15 45 
Other health professionals 0,11 0.13 38 
Administration 0.28 83 
Support 0,50 0.30 90 
TOTAL 1,65 2.00 600 
Source: MOH Health Statistics for Mongolia, and Ecosanté France 2012. Existing ratio is an average for district (1.89) 
and tertiary (1.52) hospitals in Ulaanbaatar. 
 
E. Implementation Plan 
6. The implementation of the pilot hospital and network in Songinohairkhan district covers 
six distinct phases (see Appendix B for details):  

 
(i) General planning of the pilot, until Q4 2013, will involve (a) refining the general 

functions, profile, and size of the new hospital; (b) developing the general design 
and operational planning of the hospital; (b) undertaking the necessary studies 
(environmental, quantity surveying/bill of quantities, etc.), for the construction of 
the new hospital; (d) estimating the operating costs of the hospital; and (e) 
preparation and publication of the tender documents for the design, construction, 
and equipment of the hospital. 

(ii) The design, construction, and equipment procurement of the hospital will be 
undertaken in Q1 2013 to Q3 2015; this phase will commence when the design 

                                                 
4 Namely, the proportion of physicians will be reduced and the proportion of nursing personnel increased.  
5 Staff ratios in Brazil are much higher, at 3,40/bed in state and municipal hospitals, but as shown in La Forgia and 

Couttolenc, 2008, Brazilian hospitals use too much staff when compared with international averages. 
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firm is contracted; this phase will entail detailed design of the hospital, 
construction supervision, tendering, and installation of equipment. 

(iii) Operational planning of the hospital will be undertaken for the new hospital. This 
will entail the contracting of a hospital management consulting firm to assist in 
developing and installing appropriate hospital management systems, including 
preparation of operating manuals for each functional area; and staff recruitment 
and training. 

(iv) Development and implementation of the Regional Care Network within which the 
hospital will operate, including Regional Care Network governance structure, 
organization, and implementing guidelines. 

(v) Implementation and installation of hospital services will commence by Q4 2015 
and staff will be appropriately supervised, with developed systems operational. 

(vi) Review of the 6 months operation of the hospital using a Regional Care Network; 
turnover of operations by Q2 2016, when the hospital management consulting 
firm has fully tested, installed the systems, and trained the staff. 

 
F. Environmental and Social Considerations  
 
7. Environmental impact assessments were carried out in accordance with the Mongolia 
regulatory framework and the Asian Development Bank’s (ADB) Safeguard Policy Statement 
(2009). Potential adverse impacts during the construction and operation phase include limited 
standard construction impacts; and occupational and community health and safety issues, 
especially the unsafe collection, storage, treatment, and disposal of medical and chemical 
hazardous waste. Potential adverse impacts during operations also relate to the potential for 
inadequate management of medical or hazardous wastes on the project sites. The new 
Songinohairkhan Hospital will install a temporary storage system for medical wastes during 
construction of the new hospital, and the new hospital will construct an integrated waste 
management system in compliance with MOH Orders 1598 and 179 of 2011. The new 
Songinohairkhan Hospital is connected to the Ulaanbaatar centralized systems for water 
supply, wastewater collection, electricity and heating systems. The possible adverse 
environmental impacts will be prevented or minimized to acceptable levels, through the 
implementation of the environmental management plan. Medical and hazardous waste issues 
will be implemented through detailed design of facilities that will be monitored for compliance. 
The environmental management plan also defines responsibilities for implementation and 
supervision, environmental training and capacity building, and required budgets. No involuntary 
resettlement effects are foreseen. The overall project will directly benefit over 260,000 poor 
residents of the Songinohairkhan district in Ulaanbaatar by improving district hospital services. 
Additional financing will improve the range and quality of hospital services provided to the 
population beyond the services that were planned under the original project. The project is 
classified as “effective gender mainstreaming.”  Women provide the majority of care for ill family 
members. The vast majority of the country’s total medical staff is composed of women.  
 
G. Investment 
 
8. The total investment for the pilot hospital is estimated at $35.5 million. This amount 
covers costs of civil works, equipment and furniture, and consultant services. ADB is expected 
to fund the investment costs from the proposed loan financing. 
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Table 2: Investment Cost of the Demonstration Hospital 
Unit/ Unit Total 

Quantity Cost ($) ($ million)
Civil Works
    - New construction 17,600 m2 1,308 23.01        
    - Demolition of existing hospital 3,714 m2 90.4 0.34          
    - Environmental and resettlement costs 0.05          
    Subtotal 23.40        
Equipment and Furniture
    - Hospital Equipment and Furniture 11 packages 11.12        
    - IT equipment 0.24          
    Subtotal 11.36        
Consultant Services
    - Design and Construction Supervision Consultancy 0.60          
    - Hospital Management Consultancy 0.36          
    Subtotal 0.96          
Total Investment Cost 35.72         

Source: Asian Development Bank estimates. 
 
H. Operational Costs 
9. Projected operations costs of the demonstration hospital will increase from the current 
level to provide higher quality of care and cover the costs of additional capacity and services. 
Actual costs will depend on various factors such as staff–bed ratio, higher wages to motivate 
staff, and proper budgeting for maintenance services and capital depreciation.6 Recent and 
future trends in public financing suggest that additional operations and maintenance costs for 
the demonstration hospital can be financed by sharply rising public revenues. A preliminary 
estimate of the operating costs of the new hospital was been calculated based on benchmarking 
the costs of existing health facilities as well as key assumptions on hospital operating costs 
(Table 2). Detailed assumptions are presented in Appendix C. 
 

Table 3: Projected Expenditures Scenarios for the Demonstration Hospital  
 

Scenario 
 

Comments 
Amount  

(MNT billion) 
% of  

Investment Cost 
Baseline Current patterns, 2010 3,809 10 

1 Current patterns, 2011 4,570 11 
2 Staff ratio =increases to 2.0 4,885 12 
3 Underfunding corrected by 50% 6,856 17 
4 Inclusion of maintenance and 

depreciation (35%) 
6,170 15 

 (Scenarios 2+3+4) 9,892 25 
Note: Current patterns are based on tertiary hospitals, as the new hospital is expected to provide a broader scope of 
services closer to the average present day tertiary hospital. Scenarios of 2-4 are based on 2011 data (scenario 1). 
 
10. Based on the assessment of existing expenditure patterns, current expenditure of 
hospital operating costs are significantly underfunded compared to regional and international 
standards. As shown in the above table, the existing operational costs as a percentage of 
investment indicate low levels of spending of 10-11% in 2010 and 2011. To reach international 

                                                 
6 Operations costs of the current district hospital in Songinohairkhan are estimated at 10% of investment costs; 

typically capital depreciation costs are not included and maintenance, consumables, and pharmaceuticals are 
underfunded. 
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patterns, a combined scenario is proposed, which includes (i) an increase in staff/bed ratio of 
15%:2 from 1.65; (ii) raising expenditure levels by 50% (by providing higher wages and other 
funding gaps); (iii) providing adequate maintenance (8% of operational expenses); and (iv) 
recognizing asset depreciation (4% of investment). As such, the operating costs which assumes 
the foregoing results in a level of 25% operating costs to total investment or capital costs.  The 
estimated costs of running the new hospital amounts to an annual cost of $10.65 million to 
$16.0 million, assuming raising the wage levels by 50% (scenario 2 in table 4 below).    
 

Table 4: Project Operating Costs of the Demonstration Hospital 

number of beds 115 300 300
staff 120 600 600
HR per bed 1.04 2 2
cost per HR 11,102.47$            10,647.04$          15,970.56$          
wages 749,369.02$          56% 6,388,222.92$     60% 9,582,334.39$     60%
drugs 305,692.95$          23% 2,661,759.55$     25% 3,992,639.33$     25%
maintanance 7,575.76$              0.6% 1,064,703.82$     10% 1,597,055.73$     10%

operational cost 1,332,295.91$       10,647,038.21$  15,970,557.31$    
cost/beds 11,585.18$            35,490.13$          53,235.19$          

source of financing
HIF 1,220,444.02$       92% 5,053,211.67$     47% 7,579,817.51$     47%
OOP 6,060.61$              0.5% 1,126,598.37$     11% 1,689,897.55$     11%
State budget 102,003.41$          8% 4,389,923.09$     41% 6,584,884.64$     41%

(current pattern of central hospitals with inpatients and outpatients)

(assumptions by B.+ wages 
corrected by 50%)

scenario 2
new SHDHcurrent SHDH

scenario 1
(assumptions by B. + but current 

wages maintained)

 
Source: Asian Development Bank estimates. 
 
I. Monitoring and Evaluation 
 
11. A project performance monitoring system in terms of hospital development will aim to 
assist the project implementation unit (PIU) and MOH to determine the progress of the 
implementation.  Specific performance indicators will be integrated into the overall system, and 
will be designed the monitoring and evaluation specialist prior to project start-up. This will be 
aligned and consistent with the updated hospital standards of the MOH. The monitoring and 
evaluation for the new hospital component will consider the environmental management plan, to 
ensure that all environmental and medical waste management standards are adhered to. 

 
J. Responsibilities 
 
12. MOH will be the executing agency and the Ulaanbaatar City Mayor’s Office for the 
establishment of the demonstration hospital. All Project financial matters, procurement, and 
recruitment of consultants will be handled by the PIU under the supervision of MOH. The 
established project steering committee of the existing fourth health sector development project 
will guide the overall implementation. a design and construction supervision consultancy firm will 
be contracted to prepare the detailed design as well supervise the construction of the hospital, 
which will be awarded to a construction firm. A hospital management consultancy  firm will 
likewise be hired to develop and install the hospital system, as well supervise and train the 
management and staff of the hospital during the initial year of its operation. The hospital 
management consultancy firm will ensure that the hospital will provide quality health services 
and adhere to hospital standards of Mongolia. (Detailed terms of reference of the consulting 
firms are presented in the Project Administration Manual). 
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Appendix A: Proposed Document and Manuals for the Demonstration Hospital 
 

Area Document Objective 
General Hospital bylaws Define the general governance and organization of the 

hospital and its basic rules of operation 
Clinical Nursing manual Define the organization and operating rules of nursing care 

within the hospital 
 Clinical manual Define the structure and operating rules of medical staff 

and practices, including the organization and operation of 
clinical and support services 

 Manuals by clinical area Define the structure, staffing and operating rules of each 
clinical area (Internal Medicine, OBGYN, Pediatrics, 
Surgery, Emergency, Diagnostics, Outpatient) 

 Manual for quality 
monitoring and control 

Define structures and processes for monitoring health 
services quality and hospital infections 

Support Manual for laundry Defie the processes involved in  
 Manual for food and 

nutrition 
 

 Manual for security  
 Manual for cleaning  
 Manual for maintenance Define the processes for maintaining hospital infrastructure 

and equipment through preventive and corrective 
maintenance 

Management Manual for procurement Define the processes and routines for procuring hospital 
supplies in an efficient, timely and economical manner 

 Manual for staff 
management 

define the routines and processes for planning, hiring, 
managing and monitoring hospital staff 

   
Finance Manual for planning and 

budgeting 
Define the structures and processes for planning hospital 
activities and it's corresponding budget through annual 
and pluriannual plan and budgets 

 Manual for service 
costing 

Define the implementation and operation of a costing 
system to provide timely critical cost information for 
planning, budgeting and evaluation 

 Manual for accounting 
and auditing 

Define the structures and processes for maintaining an 
accounting system and internal and external auditing 
processes 

Source: Asian Development Bank estimates.
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Appendix B: Detailed Implementation Plan of the Demonstration Hospital 
 

2012 2013 2014 2015 2016 ACTIVITIES RESPON -
SIBLE Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

PLANNING PHASE                   
Project population for SONGINOHAIRKHAN Consultants                               
Estimate future service needs Consultants                         
Define network areas Consultants                         
Define hospital size and profile Consultants                         
Prepare pilot implementation plan Consultants                               
Develop hospital functional plan Consultants                                 
Define equipment list & pricing Consultants                           
Ensure funding PIU+ADB                           

CONSTRUCTION PHASE                     
Tendering project design PIU/MOH                           
Development of project design Consultants                            
Tendering construction work PIU/MOH                           
Construction work Construction Firm                               
Tendering equipment PIU/MOH                           
Procurement of equipment PIU                                 

HOSPITAL OPERATIONAL PLANNING                     
Plan human resources Consultants                      
Estimate operating costs Consultants                      
Develop organizational structure Consultants                            
Develop bylaws & guidelines Consultants                             
Develop workflows Consultants                      
Hire/Relocate human resources UBC                                
Train human resources Consultants                                

ADB = Asian Development Bank, MOH = Ministry of Health, PIU = project implementation unit, UBC = Ulaanbaatar City. 
 
 



 

 

8  
RCN OPERATIONAL PLANNING                     

Define/detail governance structure UBC                     
Set up RCN management structure Consultants                           
Implement legal/regulatory changes MOH                          
Establish board MOH,UBC                           
Train board & RCN staff Consultants                           
Estimate RCN operating costs Consultants                           
Define and allocate RCN budget MOH,MOF                           
Implement contracting framework MOH,UBC                           
Define referral tertiary hospital MOH                          
Develop RCN operational guidelines Consultants                           
Design referral policies & mechanisms Consultants                             
Train and upgrade FHC in SK MOH                             

START-UP PHASE                     
Installation/Commissioning UBC+HOS                                
Set up services HOSP                                
Procurement of supplies RCN/HOS                     
Implement information systems Consultants                                
Hospital opening                                           

OPERATION PHASE                     
Implement management systems UBC,RCN                                
Set up regional emergency system MOH,UBC                                
Set up RCN bed management system MOH,UBC                               
Training of PHC staff MOH,UBC                                         
MOH = Ministry of Health; PHC = primary health care; PIU = project implementation unit; RCN = Regional Care Network; Ulaanbaatar City = UBC. 
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Appendix C: Assumptions to the Operating Costs of the Demonstration Hospital 
 

1. Factors affecting operating costs and assumptions for Base Scenario (current patterns 
are maintained): 

(i) Human resources intensity: The cost simulation assumes that current HR/bed 
ratio will be projected at 2.0, which seems reasonable compared to international 
references (between 2–2.5 in OECD, 4 in Brazil). 

(ii) Staff wages: Wage levels are clearly very low in Mongolia’s public sector, and 
far below private sector levels; the proportion of human resources to total 
expenditure is around 40%, while international average is around 60%; in order 
for the new model to function as expected, wage levels should be increased 
significantly to attract and retain qualified staff (and reduce the ongoing migration 
of human resources to the private sector); however, the feasibility of this under 
current legal context is probably quite difficult. 

(iii) Drug expenditures: Drugs currently account for an unusually high proportion of 
total hospital expenditure (25–35%) when international average for general 
hospitals is approximately 15–20%; this is likely to be caused by inefficiencies in 
procurement and use of drugs, and the current market structure; a more efficient 
procurement system for drugs and proper market regulation as a component of 
the original project may be able to reduce this distortion. 

(iv) Underfunding: Current expenditure pattern seems to reflect strong financial 
constraints (underfunding) on hospital operation, but it is quite difficult to estimate 
by how much without a more detailed benchmarking study.  

(v) Capital maintenance and depreciation: Current budget allocations do not 
cover proper maintenance or capital depreciation; these costs can be estimated 
at 5-10% for maintenance and at 4% capital cost depreciation (life time of 25 
years). 

(vi) Competing investments: The new hospital in Songinohairkhan will add 170–
200 beds to current capacity in the district; however, ongoing facility expansions 
and constructions are adding at least another 500 beds in the near future. So, the 
major weight on public finance will not come from the Songinohairkhan hospital, 
but from other ongoing hospital investments. 
 

2. Financing: current and perspectives 
(i) In recent years, total public expenditure on health (including Health Insurance 

Fund/HIF) represented only about 4% of GDP, down from 6% in previous years.  
(ii) In 2011, total public expenditure has increased nearly 30%, with operational 

expenditures increasing some 20%. As a result, an additional MNT50 billion were 
added to public (and HIF) operational funding in one year; this is about 20 times 
the additional funding required by the new hospital. This trend is likely to continue 
or even accelerate in the coming years, as the mining boom reflects on public 
revenue. 

(iii) HIF has not kept up with the increases in public budgets of recent years, and its 
proportion of total health expenditure is declining. It is not clear whether it can 
contribute significantly to funding the additional needs of the new hospital (it 
currently contributes 70% to the funding to the existing district hospitals in 
Songinohairkhan). 
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Recent trends in public financing (shown in the table below) indicate that the additional funding 
for the new hospital can be absorbed by rising public revenue. It is likely to be covered mostly 
from public budget, unless HIF is seriously revamped and expanded.   
 

Current Public Expenditure, 2010–2011  
(MNT billion) 

Item 2010 2011 
Existing hospitals in 
Songinohairkhan 

3,087 3,705 

Secondary hospitals in 
Ulaanbaatar 

16,767 32,916a 

Tertiary hospitals in 
Ulaanbaatar 

54,805 63,536 

Public health expenditure 250,300 333,700 
 a Consultant estimate.  
 




