
Combating Domestic Violence Against Women and Children (GAR MON 51217-001) 

ECONOMIC AND FINANCIAL ANALYSIS 
 
A. Introduction 

 
1. This assessment summarizes the results of an economic analysis undertaken for one 
program of the Mongolia: Combating Domestic Violence Against Women and Children Project. 
The economic analysis follows Asian Development Bank’s (ADB) Guidelines for the Economic 
Analysis of Projects.1  
 
2. The expected project outcome will be gender equality in political, legal, economic, social, 
cultural and family relations achieved; and social equality through inclusive growth achieved. The 
expected outcome will be quality of and access to prevention and multi-disciplinary response to 
domestic violence strengthened. The project will have three outputs: (i) multi-disciplinary 
response and livelihood assistance services to domestic violence survivors delivered; (ii) capacity 
of key officials and staff responsible for protection and rehabilitation services for domestic violence 
survivors improved; and (iii) behavior of key stakeholders on prevention, reporting and protection 
of survivors improved. 
 
3. The program evaluated is an empowerment program for about 50 women domestic 
violence survivor to improve their livelihood and income. The program will provide small grants of 
$2,500 to each woman survivor, who will use the funds to improve livelihood and income. The 
small grants will not be repaid. 
 
B. Economic Analysis 

  
4. Sector context. Social welfare in Mongolia is an integral part of social protection. Welfare 
programs in Mongolia focus on the provision of social pensions, allowances, and services to 
citizens with special needs who are in poor health, lack family support, and are not capable of 
living independently. Programs also support individual household members who require social 
welfare assistance to meet their basic daily needs. The Ministry of Labor and Social Protection 
(MOLSP) administers 71 social welfare programs. In 2018, social protection assistance will 
account for over 2% of gross domestic product expenditure. The Child Money Program—funded 
through the Human Development Fund—will contribute an additional MNT164.2 billion in 2018, 
targeted at 60% of the poorest children.  
 
5. Demand analysis. This project will generate goods and services through a program to 
improve livelihood of about 50 survivor women from domestic violence, which will be supported 
by grants from the project under output 1.2 However, it is not possible to accurately estimate the 
kind of goods and services and how many will be generated by the program since it only be known 
only during project implementation. The goods and services to be generated under the program 
are expected to be small; their incremental outputs will be comfortably absorbed by the relevant 
markets, given the small amount of goods and services relative to the size of the markets for such 
goods and services.  
 

6. Economic rationale. The project is the first in Mongolia and for the entire ADB to address 
the linked issues to improve the prevention of domestic violence, to increase the availability of 

                                                
1 ADB. 1997. Guidelines for the Economic Analysis of Projects. Manila. 
2 Estimated 3.9% of the grant proceeds ($125,000) will be allocated for small-scale grants to support improved 

livelihood of 50 women in three project aimags and two districts of Ulaanbaatar. 
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multi-disciplinary responses to domestic violence victims, 3  and to improve the capacity of 
responders to assist domestic violence victims. The project will result in the substantially achieved 
gender equality in political, legal, economic, social, cultural and family relations and social equality 
through inclusive growth, both of which are drivers of improved performance of the economy. The 
project will support the prevention of domestic violence, and also support multi-disciplinary 
response services to domestic violence survivors and the improved capacity of key officials and 
staff responsible for protection and rehabilitation services for domestic violence survivors. 
Although these could increase government expenditures on law enforcement, these will be offset 
by a decrease in expenditures on social welfare and public health.  
 
7. Cost-benefit analysis. The cost-benefit analysis focused on investment in output 1, 
particularly the program on improving the livelihood of women survivors of domestic violence, 
which will be supported through the project grants. This is because utilization of grant funds 
awarded to survivor women is a unique feature of the project and particular attention was given 
in this analysis as management of the program requires additional financial management in 
comparison with some other projects. 
 
8. Since livelihood improvement activities will be only known during project implementation, 
this analysis examined three representative livelihoods: home-based handicrafts, home-cooked 
meals, and hairdressing. They were chosen based on existing activities and stakeholder meetings 
in the project areas during the project preparation. 
 
9. Description of representative livelihood. Handicrafts represent a range of small home-
based livelihoods that produce a range of small products (e.g., clothing or accessories, souvenirs, 
and home-made food products) to sell at local markets. Home cooked meals represent a type of 
alternative income generating activity where demand is strong for prepared food. Hairdressing 
represents livelihood where demand is strong for services. 
 
10. Methodology and assumptions for the cost-benefit analysis. Data needed for the 
analysis were collected from existing livelihoods in the project areas. The analysis was conducted 
with the following assumptions: (i) lifetime of the aggregate representative livelihoods is 20 years, 
including the assumed economic life of equipment investments; (ii) economic benefits and costs 
are valued in domestic price numeraire and expressed in Mongolian togrog; (iii) taxes, duties, and 
price contingencies are excluded from the economic cost; (iv) the economic opportunity cost of 
capital (EOCC) is assumed to be 6% per annum, which is consistent with the EOCC used by ADB 
for other social investments; (v) shadow exchange rate factor of 1.07 was used to convert financial 
prices of traded goods to economic prices; and (v) 1.00 is the shadow wage rate factor for skilled 
labor and 0.70 for unskilled labor.4  
 
11. The projected economic benefit and cost flows of each representative business was 
estimated for “with” and “without” project situations (Table 1) and projected over 20 years.5 The 
economic cost comprises investment cost (equipment, materials, training, and consultancy); and 
operation and maintenance (O&M) cost (materials, labor, utility, and maintenance). Included in 
the investment cost, equipment and materials, and additional vocational training, if required, will 

                                                
3   Safety protection, health, psychological, legal, social welfare, child protection and referral services.   
4 The shadow wage rate factors were from ADB. 2015. Report and Recommendation of the President to the Board of 

Directors: Proposed Grant to Mongolia for Integrated Livelihoods Improvement and Sustainable Tourism in Khuvsgul 
Lake National Park Project. Manila. 

5 The projected benefit flow of each representative livelihood included all benefits generated by each product line 
produced. Investment cost requirements included capital investments such as buildings, equipment, and raw 
materials, while O&M costs included materials, maintenance, labor, and utility. 



 

be paid out of the project grant to women survivors of domestic violence, while training and 
consultancy services to deliver the general training program to women survivors of domestic 
violence will be paid out of other grant proceeds. Note that the financial cost of labor in O&M plus 
any profits is the grant recipients’ gross income. Average size of grant amounts assumed for the 
analysis are MNT2.5 million for handicrafts, MNT2.52 million for home cooked meals and 
MNT2.42 million for hairdressing. Economic benefits are expected from incremental outputs of 
various types valued at economic prices, which were converted using the conversion factors 
included in the above assumptions. The incremental benefit and cost flows provided the basis for 
calculating the economic net present value (ENPV) and economic internal rate of return (EIRR) 
of each aggregate representative business.  
 
12. The cost-benefit analysis showed that home cooked meals is economically viable while 
the other two are not, at the EOCC of 6%. The ENPV of each aggregate representative business 
is negative for handicrafts (-MNT1.73 million), positive for home cooked meals (MNT13,653) and 
negative for hairdressing (-MNT4.9 million) (Table 1).  
 

Table 1: Economic Viability of Representative Livelihoods 

Livelihood 
ENPV EIRR 

(MNT ‘000) (%) 

Handicrafts  (1,725.3) -2.3% 

Home cooked meals  13,653.8  11.8% 

Hairdressing  (4,901.3) -5.4% 
EIRR = economic internal rate of return, ENPV = economic net present value, 
MNT = Mongolian togrog. 
Source: Asian Development Bank estimates. 

 
13. Sensitivity analysis. The sensitivity analysis was conducted by changing key variables 
related to livelihood and shows whether each representative livelihood can retain economic 
viability. The following events were considered: (i) a change in revenue, (ii) a change in materials 
cost, and (iii) a change in investment cost. The sensitivity analysis shows that for each 
representative livelihood, a small change in revenues (+4% for handicrafts, -3% for home cooked 
meals, and +2% for hairdressing) will result in the EIRR of all the aggregate representative 
livelihoods becoming 0; – that is, the EIRR just at the point of turning positive. If the material costs 
of the livelihoods are changed by larger percentages than those from the increase in revenues 
+4% for handicrafts, -4.7% for home cooked meals, and +5.0% for hairdressing, then the EIRR 
of the livelihood just become economically viable. Changes in investment costs of each of the 
livelihood must be quite large (from 20% to 300%) for the livelihoods to become just economically 
viable (Table 2). This is because of the relatively small size of investment for each of the 
livelihoods, compared to revenues or O&M costs. 
 

Table 2: Sensitivity Analysis of Representative Livelihoods 

Livelihood 
Base Case 

EIRR 

Switching Values (%) 

Change 
 in revenues 

Change 
 in O&M  

Change in 
investment cost 

Handicrafts -2.3% 4.0% -16.0% -20.0% 

Home cooked meals 11.8% -3.0% 4.7% 300.0% 

Hairdressing -5.4% 2.0% -5.0% -55.0% 

EIRR = economic internal rate of return, O&M = operations and maintenance 
Source: Asian Development Bank estimates. 



 

14. Poverty impact. The grants to women survivors of domestic violence funds will not have 
a significant multiplier effect on the local community during and after the project as grant recipients 
are not required to repay their grant–the grants do not revolve. Approximately 50 women survivors 
of domestic violence will receive grants to improve their livelihoods over the term of the project. 
During project implementation, the executing agency will ensure that grant recipients will be 
provided to survivor women with substantial unemployment and underemployment; gainers will 
be mainly those unemployed and underemployed. The survivor women are expected to achieve 
increases in income from undertaking their livelihood – the labor cost of their livelihood plus any 
profits is the survivor women’s gross income. Given the fact that the three project aimags are in 
the highest category of aimag poverty rates in Mongolia (44%–55%), this project is expected to 
have significant poverty impacts. 
 

15. Conclusion. The economic analysis confirmed that (i) one out of three representative 
livelihood is economically viable, (ii) the representative livelihood that are not economically viable 
could achieve viability with only a small increase in revenues, or larger decreases in materials 
cost or investment cost, and (iii) the grants will have significant poverty impact. Grant recipients 
should achieve an improvement in income from their livelihood. Further economic due diligence 
will be conducted as part of assessment of livelihood plans during project implementation to 
ensure incomes and possible economic benefits will be achieved. 
 

C. Financial Analysis 
 
16. The financial analysis consists of (i) financial management assessment (FMA),6 and (ii) 
utilization of project grants to survivor women. Utilization of grant funds awarded to survivor 
women is a unique feature of the project and particular attention was given in this analysis as its 
management requires additional financial management in comparison with some other projects. 
 
17. Financial management assessment. An FMA was conducted for the executing agency. 
The assessment includes review of fund-flow arrangements, staffing, accounting policies and 
procedures, internal and external auditing arrangements, reporting and monitoring, and financial 
information systems. The FMA also considered the existing structure of the executing agency in 
terms of the support for cost effective service delivery of the project. The overall pre-mitigation 
financial management risk of the executing and implementing agencies is concluded to be 
“moderate”. This conclusion is based on: (i) the executing agency has moderate in-house financial 
capacity, as the executing agency’s Finance and Investment Division (FID) comprises 8 staff, 6 
of which are qualified in accounting or financial management, (ii) risks will be partly offset by the 
involvement of FID of the Ministry of Justice and Home Affairs, which can provide overall guidance 
and financial monitoring to the project implementation unit (PIU); (iii) the PIU will contract a 
qualified financial specialist with ADB project experience full-time for the duration of the project, 
and (iv) given the small size and budget of the project, it is likely that any errors could be quickly 
identified and corrected, with limited impact to project operations and viability. 
 
18. The project will implement the following mitigation measures: (i) a qualified financial 
specialist and a procurement specialist will be recruited for the PIU to manage accounts and 
procurement respectively; (ii) financial management software will be used for the project 
supported by maintenance of hard-copy ledgers and records; (iii) an action plan for risk mitigation 
has been prepared and is described in the grant administration manual. During the project 
implementation this will be regularly reviewed and/or updated by the finance and administration 
officer to ensure the project responds dynamically to risks; (iv) FID of the Ministry of Justice Home 

                                                
6 Financial Management Assessment (accessible from the list of linked documents of the Grant Assistance Report). 



 

Affairs will provide financial guidance to the executing and implementing agencies, working also 
with the project accountant; and (v) ADB will provide intermittent financial training and mentorship 
to the executing agency as needed. Measures [ii] and [iii] are included in the terms of reference 
for the project financial specialist.   
 
19. Utilization of project small-scale grants to survivor women. Output 1 will be supported 
through a combination of specialist support and training to survivor women, with the goal of them 
becoming more independent, in part by improving their livelihoods. The grants to the survivor 
women will average about $2,500 per grant. Grants will be limited to survivor women who have 
not previously had the livelihood opportunities, or who lack income-generating activities. Grant 
recipients will not have to repay their grant. The training and grant program for survivor women 
can be considered a pilot. The project will prepare a key knowledge product to inform the social 
welfare policy of Mongolia, while presenting a scale-up strategy and investment plan for potential 
future grant programs. 
 
20. Small-scale grant recipients and selection criteria. Prior to fund disbursement, criteria 
for operation of small-scale grants to survivor women will be established. The criteria will be 
developed by the executing agency and implementing agencies, in consultative processes led by 
the project specialists, and reviewed and approved by ADB. For selection of the small-scale grant 
recipients, eligibility criteria will include: (i) the grant is for an activity that directly contributes to 
project output 1 and associated targets in the design and monitoring framework, and the gender 
action plan; (ii) the planned activity responds to a clear market demand, i.e., there is possible 
viability; (iii) complies with domestic laws, ADB’s Safeguards Policy, and the project 
environmental assessment and review framework; (iv) the applicant is a permanent resident in 
the participating aimag or district; (v) willingness to follow the Implementation and Monitoring 
Guidelines of the grant’s program, including inputs for the showcase stories to be developed by 
the behavior change communication consulting firm; and (vi) ideally, come from a poor household. 
Details on the eligibility criteria are included in the Project Administration Manual Appendix 7 on 
Notes for implementing the project.  
 
21. Conclusion. The FMA confirmed that the implementation arrangements to be established 
for the project are adequate for financial management of the project. The pilot grant funds to 
survivor women of MNT241.4 million will support about 50 small-scale grants during the project 
implementation period. The small-scale grants will continue to be managed by the grant recipients 
after the project. 

 


