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I. EXECUTIVE SUMMARY 

1. 
years, Mongol ia has seen considerable success in moving f rom a system in which the 
economy and the polit ics were centrally planned, to a young, market-based democracy. 
Strong macroeconomic performance in recent years has increased incomes and rapidly 
expanded government revenues. Poverty incidence has shown decline, though nearly a third 
o f  the population remains poor, and there are significant disparities between and within urban 
and rural populations. Ma jo r  mineral deposits have been identified that, when developed, 
have the potential t o  significantly increase incomes and government revenues. 

Mongolia is justifiably proud of its progress since the 1990 transition. In the past 18 

2. 
strong global demand, gave way to an abrupt and steep downturn in Mongolia’s economy 
starting in the second halfof 2008. Sharp drops in the price o f  Mongolia’s export 
commodities in late 2008, particularly o f  copper, have led to major declines in government 
revenues. Reflecting this, Mongol ia  has emerged as one o f  the East Asian countries hardest 
hit by the global economic crisis. Growth i s  projected to s low f rom around 9 percent in 2008 
to 2-3 percent in 2009, and the external current account swung f rom a surplus o f  4.4 percent 
o f  gross domestic product (GDP) in 2007 t o  a 9.6 percent deficit in 2008. International 
reserves were halved in the second ha l f  o f  2008 as the Government attempted t o  defend a de 
facto peg o f  the tugrik to the U.S. dollar. 

A sustainedperiod of rapid economic growth, propelled by high mineral prices and 

’ 

3.  
groups, including through rising unemployment and declining prices for  raw  materials in the 
livestock sector. These impacts are compounded by high levels o f  inflation beginning in 
2008, which eroded the value o f  real wages and social transfers. 

The rapid slowdown is expected to disproportionately impact poor and vulnerable 

4. The developments over the last years have highlighted both the opportunities that the 
country’s mining sector brings, as well as the risks of Mongolia’s increasing dependence on 
mining exports. They have revealed domestic pol icy weaknesses in Mongolia’s management 
o f  the recent boom, including rapid and unsustainable increases in government expenditures 
and an inflexible exchange rate pol icy that in turn have exacerbated the impact o f  the global 
downturn. But the recent diff iculties have also drawn a vigorous Government response and 
have renewed discussion around pol icy shifts needed to avoid similar situations in the future. 

5. 
Government resources available to mitigate the impact. Short-term priorit ies include actions 
to: consolidate and better monitor social transfers; apply more rigorous screening to  
investment projects whi le protecting funds for infrastructure maintenance; restore confidence 
in the banking sector through swift resolution o f  a large bank failure; and remove key 
uncertainties in mining pol icy (e.g., state ownership and taxation) by adopting a draft 
standard investment agreement drawing o n  recently negotiated deals. 

The severity of the downturn requires a majorjscal adjustment, with very limited 

6. 
initial steps to implement it. An amended budget, with more realistic revenue projections and 
reduced expenditures, has been approved by Parliament. A long-stalled investment 
agreement for development o f  a major copper-gold deposit has been negotiated and 
submitted for ratification to Parliament. And legislation i s  being prepared to  strengthen the 

The Government has introduced an ambitious macroeconomic program and taken 
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country’s economic and fiscal policy framework, with potential for Mongolia to emerge from 
the crisis with a stronger framework in the future. 

7. 
called on external partners for support. In response, external partners are shifting their 
strategies and programs to address the situation. On April 1,2008, the International 
Monetary Fund (IMF) has approved an 18-month Stand-By Arrangement (SBA) o f  US$224 
mil l ion in balance-of-payments support to bolster the Bank o f  Mongolia’s international 
reserves. However, a sizable fiscal gap remains, projected to be $204 mil l ion over two years 
($140 mil l ion for FY09 and $64 mil l ion for FY10). The Asian Development Bank (ADB), 
Japan and the World Bank pledged a total o f  US$l60 mil l ion in budget support at a donor 
conference hosted by the Government and the World Bank in mid-March 2009. Other donors 
are considering the provision o f  such support, and expectations are that the remaining gap 
w i l l  be financed in coming months. If not, a stronger adjustment will be needed. 

As the extent of the downturn andjscal shortfall became apparent, the Government 

8. 
medium-term, and will only be successful if underpinned by the appropriate domestic 
policies. Medium-term reforms will also be needed to improve public investment planning 
and prioritization, put in place a revised fiscal framework so mining revenues are better 
managed, re-target social transfers, strengthen supervision and promote consolidation in the 
banking sector, and ensure the competitiveness o f  the mining regime. 

Even with such support, a signijkant adjustment wi l l  need to take place over the 

9. 
to shft its strategic focus andprogramming to help the Government address urgent 
priorities, with an emphasis on crisis management in ongoing and new programs. Given the 
emerging severity o f  crisis impacts, and uncertainties about the length and depth o f  the 
downturn, Bank management, in consultation with the Government, has prepared this Interim 
Strategy Note (ISN), for the coming 18 months, rather than proceeding with the four-year 
Country Partnership Strategy (CPS) that had been under preparation for more than a year. 
Whi le  a strong bipartisan commitment to the adjustment effort has been demonstrated thus 
far, significant challenges and risks remain and are outlined at the end o f  the ISN.  

The unexpected severity of Mongolia’s economic downturn has led the Bank Group 

11. COUNTRY CONTEXT 

A. Physical and Historical Context: Mongolia’s Extreme Climate and Geography 

I O .  Mongolia’s culture, histoy, and contemporary development challenges are rooted in 
the counhy ’s geography and extreme climate. Landlocked, and located in the heart o f  central 
Eurasia, Mongolia’s climate i s  sunny, arid, and cold. The natural environment i s  
characterized by thin, fragile soils supporting grassland steppes and forests, and extensive 
areas o f  mountainous and desert landscapes. Wintertime temperatures regularly fall below 
-30” C, making Ulaanbaatar the coldest capital city in the world. Growing seasons are short, 
natural productivity i s  low, and arable land constitutes only 1 percent o f  the total area. This 
physical environment defines Mongolia’s unique set o f  demographic and development 
characteristics. Historically, this environment supported widely dispersed families dependent 
on herding sheep, cattle, horses, goats, and camels across the steppe. Today, it i s  the least 

2 
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densely populated country in the world,’ with a population o f  2.6 mil l ion spread over a 
surface area o f  nearly 1.6 mil l ion km,* and the second largest landlocked country in the 
world. 

1 1. 
economic transition over the past two decades. Since the beginning o f  transition in 1990, 
five parliamentary elections have been peaceful and deemed free and fair by international 
observers. A framework o f  market and democratic laws and institutions has been put in 
place, an active media has developed, and a small, but vocal civi l  society increasingly 
engages on the political front. Fundamental economic reforms have been undertaken by the 
Government in the areas o f  price liberalization and privatization. Mongolia has one o f  the 
least restrictive trade regimes in Asia, and a relatively liberal foreign investment regime. 
Whi le  Mongolia has suffered bouts o f  inaction on reforms since transition, there has been no 
significant reversal o f  the overall reform path towards a market-oriented economy. 

Mongolia has made goodprogress in navigating a simultaneous political and 

12. 
growth have become increasingly concentrated in the capital city of Ulaanbaatar. Reversing 
rapid out-migration immediately following Mongolia’s 1990 transition,2 Ulaanbaatar’s 
official population has swollen to 1 mil l ion o f  the country’s 2.6 mil l ion inhabitants. This 
represents a 50 percent increase from 1995 to 2005, largely as a result o f  in-migration. 
Among other Asian countries, Mongolia today has one o f  the highest shares o f  i t s  population 
(39.2 percent as o f  end 2008) l iving in i t s  capital city. This has contributed to serious air 
pollution, transportation problems, and social stresses. Dispersed across the rest o f  the 
country, more than a third o f  the population relies on semi-nomadic livestock herding as their 
primary source o f  livelihood. 

A spatial transition has accelerated in recent years, as population and economic 

B. Economic and Political Developments 

13. Mongolia’s macroeconomic situation dramatically worsened in the second half of 
2008, and the country is now emerging as one of the East Asian economies hardest hit by the 
global economic downturn. Growth i s  expected to fall to 2-3 percent in 2009 according to 
IMF and Bank staff estimates, and could fall even lower if foreign direct investment contracts 
further. Inflation rose sharply in 2008, reaching 34 percent year-on-year in August 2008 - 
the highest rate in East Asia and the highest in Mongolia in a decade - due to a combination 
o f  higher prices for imports (especially petroleum products and food), and expansionary 
fiscal policy. Plummeting global copper prices (from over $8,00O/tonne between March and 
July 2008 to nearly $3,40O/tonne at the end o f  2008) abruptly turned Mongolia’s fiscal 
balance from a surplus o f  2.8 percent in 2007 to a deficit o f  5 percent in 2008. Prices o f  
cashmere, the primary source o f  income for the majority o f  herding households, have fallen 
two-thirds from their peak. The construction sector i s  contracting. Although Mongolian 
banks had limited direct exposure to foreign financial markets, the financial sector i s  also 
experiencing strains from the global downturn (see paragraph 19). 

, 

14. Poor and vulnerable groups are particularly at risk in the current economic 
downturn. Although there has been some reduction in poverty over the past decade, poverty 

’ Mongolia i s  the 19‘h largest country in the world and the second largest landlocked nation. In 2006 i t  ranked 1371h in 
population size out o f  207 countries (source: World Bank). 

closure o f  state-owned enterprises and collectives took up livestock herding as a survival strategy. 
The number o f  semi-nomadic herders more than doubled from 1990 to 1995 as laborers displaced by the abrupt 

3 



WORLD BANK GROUP INTERIM STRATEGY NOTE FOR 2009-10 

levels remain high (affecting around 35 percent o f  the population according to init ial findings 
from a new poverty assessment) and inequality appears to be widening, with rural 
populations lagging behind. High inflation beginning in 2008 has eroded real wages as well 
as the value o f  social transfers upon which many o f  the poor depend. With the economy 
dramatically worsening, unemployment levels are expected to rise. Livestock herders are 
also being hit by falling prices o f  cashmere and other livestock products. 

15. Propelled by high global prices for minerals and good weather, Mongolia enjoyed a 
prolongedperiod of strong economic growth through the third quarter of 2008. Mongolia 
recorded a sixth straight year o f  economic growth in 2008, as high metal prices on the world 
markets (the copper price averaged around $8,00O/tonne for the f i rst  seven months o f  2008 
versus $2,20O/tonne at the end o f  2003) led to increases in the dollar value o f  exports from 
mining production, with some real effect on gold production. Gross national income (GNI) 
per capita rose from $390 in 1995 to $1,290 in 2007. The livestock sector has also grown at 
a rapid pace (an average o f  12 percent from 2005-07), recovering from severe winters in 
1999-2001, with livestock numbers reaching a historic high o f  44 mil l ion in 2008. 

16. The boom enabled a rapid 
expansion of government revenues, FDl 
and international reserves, but a series of 
coalition governments struggled to convert 
these opportunities into long-term 
development gains. With rising copper 
prices and the imposition o f  a windfall 
profits tax (2006), Mongolia recorded three 
consecutive years o f  fiscal surplus in 2005- 
07. However, against a fast-changing 
political backdrop, the new expenditures 
were primarily directed to large but 
untargeted increases in social transfers, 
civi l  service wages, and new infrastructure 
investment, which grew from 7.8 percent 
to 1 1.5 percent, 6.7 percent to 9.3 percent, 
and 3.6 percent to 9.1 percent o f  GDP 
respectively between 2004 and the 

Figure 1: Mining Revenues and Budget Balance. After 
three years of budget surplus based on revenues from high 
mineral prices, mining revenues declined sharply in the 
second half of 2008, with further declines in revenues 
expected in 2009. - Mnlng-related revenue 

20 T -Budget balance 

15 -- 

5 

amended 2008 budget. The budget became increasingly dependent on mining revenues, and 
the non-mineral deficit3 widened sharply, rising from 1 percent o f  GDP in 2005 to 13 percent 
o f  GDP in 2007. Although mining exploration and related foreign direct investment also 
increased dramatically, real production in the mining sector did not expand significantly as 
the mining regime became less internationally competitive and major mining projects faced 
sustained delays. The current account recorded a fourth year o f  surplus in 2007, and net 
international reserves (NIR) expanded, reaching over $1 bil l ion in mid-2008. 

17. 
the Government now faces a sudden and major budget shortfall. With plunging copper 
prices, the fiscal balance turned negative in 2008, recording a budget deficit o f  about 5 

With rapid declines in copper prices in 2008 due to the global financial downturn, 

The non-mining balance i s  defined as the non-mining revenues (which excludes all dividend and income payments 
from mining companies, royalties, Windfall Profit Tax) minus total expenditure. 

4 



WORLD BANK GROUP INTERIM STRATEGY NOTE FOR 2009- 10 

percent o f  GDP. Under the original 2009 budget, the deficit was expected to widen even 
further, with potential to reach more than 12 percent absent aggressive remedial measures 
(see Figure 1). Although the government did save significant amounts during the boom 
years, these were not enough to withstand a shock o f  this magnitude. Domestic financing o f  
the deficit i s  complicated by limited liquidity in the financial sector (see paragraph 19). 
Consequently, the government now has to undertake strong measures to bring the fiscal 
balance back to sustainability. 

18. I n  parallel, Mongolia’s external position also reversed by mid 2008, due to the fall in 
exports and continued high imports. Mongolia’s current account swung from a 4.4 percent o f  
GDP surplus in 2007 to a 9.6 percent o f  GDP deficit in 2008. The Bank o f  Mongolia’s 
(BOM) net international reserves declined from over $1 bi l l ion in July to $637 mil l ion in 
December 2008, as the Bank o f  Mongolia defended the currency. In spite o f  this 
intervention, the tugrik depreciated by about 36 percent between the end o f  October 2008 and 
mid-March 2009.4 In early 2009, the Bank o f  Mongolia adopted a new policy stance by 
substantially raising the policy rate and moving to foreign exchange auctioning. Early 
indications are that this has worked: the currency has strengthened and the Bank has been 
able to add to i t s  reserves. 

19. 
and a major bank was put under conservatorship. With the global and domestic 
developments in the last quarter o f  2008, portfolio quality issues in the banks and other 
banking sector vulnerabilities emerged. On the asset side, non-performing loan (NPLs) which 
had been below 3 percent for the banking system in mid 2008 had more than doubled by 
early 2009. In late 2008, the fourth largest bank was taken under conservatorship and there 
were concerns that some o f  the other weaker banks would also fai l  as the economy slowed 
down. To restore confidence in the system, the authorities have responded with a series o f  
actions including the introduction o f  a four-year deposit guarantee’ and the appointment o f  an 
international auditor for the failed bank 

After years of rapid growth, Mongolia ’sfinuncial sector has shown signs of strain, 

20. 
There continues to be l imited financial system oversight capacity and most financial 
institutions have inadequate risk management capacity, weak corporate governance and 
internal control mechanisms. Weak liquidity management and the absence o f  depositor 
insurance also limit the ability o f  the system to absorb shocks without Government support. 
The banking system i s  likely to see further restructuring as non-performing loans are 
expected to increase with the slowdown in trade and domestic economic activity. The non- 
banking financial sector, including capital markets, insurance and leasing, have also not 
developed significantly. Other elements o f  the financial markets infrastructure, such as credit 
information and the secondary mortgage market, have also failed to develop. The banking 
system may also be strengthened by higher bank capital requirements and related measures 
that stimulate consolidation. 

Despite improvements in recent years, financial sector weaknesses and risks remain. 

The tugrik depreciated by more than 45 percent on the parallel market during the same period. 
The government has subsequently clarified the deposit guarantee to cover current accounts, savings accounts, time 

deposits and interbank deposits. However, in order to prevent abuse and unnecessary fiscal costs, deposits o f  related 
persons-as defined in the banking law-and deposits o f  holders o f  subordinated debts wil l  be excluded from this 
guarantee. 

5 
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21, 
2008 - a period during which rising mineral revenues, and the prospect of major new mining 
developments, coincided with an increasingly populist political agenda. With slim majorities 
and uncertain tenure, three coalition governments during this period had difficulties in 
arriving at and implementing a coherent policy agenda. Spurred by high global prices, 
exploration o f  Mongolia’s r ich mineral endowment intensified during this period, yielding a 
pipeline o f  new mining projects with potential to double or even triple recent output levels. 
But negotiations with mining investors repeatedly stalled amidst controversy over the 
division o f  mining revenues and the appropriate level o f  state equity ownership. Pressures 
also affected the distribution o f  mining windfalls, which increasingly, as noted, were directed 
toward large, untargeted increases in social transfers, c iv i l  service salaries, and capital 
expenditures. 

The current government follows a succession of coalition governments3om 2004 to 

22. 
People ’s Revolutionary Party (MPRF’), but were followed by post-election riots that le f t  five 
people dead and a temporary state o f  emergency. Calm was quickly restored, but formation 
o f  a new government was delayed nearly three months while the two major parties hammered 
out an agreed agenda o f  legislative reforms. In late September, the MPRP formed a coalition 
government with the Democratic Party in a 60:40 power sharing agreement. The bi-partisan 
Cabinet took office to face a dramatically changed economic landscape. However, . 
after initial inertia, the government i s  currently implementing a range o f  difficult measures 
(e.g., large budget cuts, higher policy rate) with bi-partisan support in Parliament. 

The June 2008parliamentai-y elections returned a solid majority for the Mongolian 

23. The global economic crisis has highlighted the challenges that Mongolia faces in 
managing its mineral-rich economy. I t  has brought renewed attention to macroeconomic 
policy, as expansionary fiscal policy, monetary policy and an inflexible exchange rate have 
exacerbated the impact o f  the global crisis. It has also renewed attention on medium-term 
reforms to strengthen macroeconomic stability and regain competitiveness. The structure o f  
Mongolia’s economy remains narrow (mining and agriculture sectors together accounted for 
around 50 percent o f  GDP in 2006 and 2007 and for over 90 percent o f  exports in 2007 and 
2008). Appreciation o f  Mongolia’s real effective exchange rate during the recent boom (22 
percent from the end o f  2005 to i t s  peak in October 2008) was accompanied by a contraction 
in FDI  into many non-mineral sectors. 

Medium- Term Prospects 

24. An IMF Stand-By Arrangement and development partners’ budget support wi l l  give 
the Government breathing space to initiate needed macroeconomic adjustment and 
implement both short and medium-term reforms. The Government and the IMF agreement 
on a Stand-By Arrangement o f  $224 mil l ion in balance-of-payments support provides 
Mongolia exceptional access to IMF resources and will help restore confidence in the 
Mongolia tugrik. The Government i s  also mobilizing donor budget support to cover the 
projected fiscal gap for 2009 and 20 10, with commitments obtained from ADB, Japan, and 
the World Bank at the time o f  this writing. 

Between 2000 and 2005, mining exploration increased more than in any other country in the world, accounting for 4 
percent o f  the global exploration budget. 

6 
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25. 
tradingpartners has led to a deterioration in the short- and medium-term outlook, the 
country can return to a new commodity-based growth path ifMongolia responds to the crisis 
well. Under the baseline case, real GDP growth i s  forecast to drop to 2-3 percent in 2009 
(down from an average o f  over 9 percent from 2004-08) but growth could start to recover in 
20 10 to 4-5 percent and tick up if the development o f  the Oyu Tolgoi copper mine moves 
forward. The current account deficit i s  projected to narrow gradually from a 9.6 percent o f  
GDP deficit in 2008 to around 6-7 percent until 2009 and 20 10. The fiscal deficit i s  projected 
to be 6 percent o f  GDP in 2009 and 4 percent in 2010. Assuming the Oyu Tolgoi 
development i s  well-managed and wil l come on stream in 2013, both the current account and 
the fiscal balance are expected to receive a boost and return to a prolonged surplus. 

Although the sharp drop in the global economy and in the economies of Mongolia’s 

26. 
framework than the one with which it entered the crisis. Fiscal policies could become more 
sustainable with the adoption o f  fiscal rules to limit expenditures and public debt. In i t s  
medium-term framework presented at the donor meeting in March 2009, the Government 
stated i ts  aim to keep the 2009 deficit at 6 percent o f  GDP and narrow the 201 0 deficit at 4 
percent o f  GDP. If consolidated and re-targeted, social transfers could become considerably 
more efficient in reducing poverty. The banking sector could benefit from consolidation and 
better supervision; and the mining sector could benefit from a more pragmatic approach to 
negotiations with investors and more clarity with respect to the legal framework. 

Mongolia can emerge out of the crisis with a stronger economic andfiscal policy 

27. 
sustainability analysis, updated in March 2009 as part o f  the IMF’s Stand-By Arrangement 
negotiations, indicate that Mongolia i s  at low risk o f  external debt distress. Although the debt 
ratios will rise significantly over the next two years as the government i s  expected to receive 
front-loaded IMF, International Development Association (IDA) and ADB support, the debt 
outlook i s  expected to recover and improve over the medium-term if the Oyu Tolgoi mine 
comes on stream as scheduled. 

Mongolia remains at low risk of debt distress. The joint Bank-Fund staffs debt 

28. There are considerable downside risks. An increasingly deep and prolonged global 
recession or a significant delay in the development o f  Oyu Tolgoi, will lead to reduced 
mineral revenues and negatively impact growth, the current account and the fiscal balance, 
which would increase Mongolia’s debt stock indicators significantly. However, under al l  
scenarios, the debt service burden would remain manageable. Populist pressures could derail 
the fiscal, monetary and exchange-rate policy reforms needed to contain the crisis, leading to 
a further worsening o f  the economic situation. And pressures to spend i t s  way out o f  the 
crisis could lead Mongolia to agree to sub-optimal mineral export contracts or non- 
concessional financing that negatively impacts debt sustainability. 

C. Impacts on Poor and Vulnerable People 

29. 
vulnerable people. Although poverty has declined in recent years, it s t i l l  affects a significant 
part o f  the population. The proportion o f  Mongolians living in poverty declined from 40 
percent in 1998, to an estimated 36 percent in 200213 to 35 percent in 200718. Ini t ial  findings 
from a new national poverty assessment conducted by the National Statistics Office (NSO) 
indicate that poverty levels have fallen among urban residents but risen for rural residents, 
especially among those l iving in the countryside where livestock herding i s  the predominant 

The current economic downturn poses particular risks to Mongolia’s poor and 

7 
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livelihood. Inequality has also increased. Bank analytical work, using data collected under 
the new poverty assessment, will further examine recent developments, including the effect 
o f  the 2008 food price increases o n  poverty. It will also analyze the expected poverty and 
distributional impacts o f  the current economic, downturn.’ 

30. 
Livestock herding today accounts for  around 35 percent o f  employment, but generates only 
around 20 percent o f  GDP, with herding households reliant o n  l o w  value primary products 
and highly vulnerable to severe weather, which can cause significant livestock mortality. This 
vulnerability i s  heightened by a rapid expansion in livestock numbers since 2001 ,’ and by an 
increasing portion o f  goats in the national herd (goats are the source o f  cashmere, which i s  a 
main source o f  cash income to  herders), which both contribute to  continuing degradation o f  
grasslands. A repeat o f  the widespread livestock losses in 1999-200 1 and resulting loss o f  
l ivelihood for poorer herding households i s  a distinct possibility. Herders’ risk mitigation 
actions are improving and livestock insurance i s  being piloted (under the IDA-financed 
Index-based Livestock Insurance Project), however, many households remain vulnerable in 
the short term. 

Mongolia’s semi-nomadic livestock herders remain particularly vulnerable to shocks. 

3 1. 
round felt tent used by Mongolia’s nomads) house another major vulnerable group. An 
influx o f  migrants in recent years has resulted in the rapid expansion o f  ger areas, which 
cover hillsides around the c i ty  and n o w  account for  about 60 percent o f  the city’s population.’ 
Ger area residents lack access to central heat, water, sewer systems, have higher rates o f  
unemployment, lower incomes, rely more heavily o n  the informal sector, score lower o n  
human development indicators, and pay higher prices for  utility services than do more 
affluent apartment dwellers. 

Ulaanbaatar ’s large and growingperi-urban “ger ’’ areas (a ger is the traditional 

32. 
inheritedfiom the socialist period, progress had been limited in reducing unemployment and 
addressing a skills mismatch. Mongol ia has maintained high literacy rates, and has met or i s  
likely to meet Mi l lennium Development Goals (MDG) targets for  pr imary school enrollment 
and gender equity in general education. However, even before the crisis, Mongolia’s 
policymakers expressed concern about the quantity and quality o f  employment that the 
economy i s  generating, and the weak match between available ski l ls  and emerging 
employment opportunities, though of f ic ia l  unemployment figures remain at l o w  levels. In 
2007, a Bank study estimated that about 21 percent o f  the working age population was not 
working, not looking for a job or  not in school. 

While Mongolia has largely managed to protect the high levels of human capital 

33. 
expected to increase, and high inflation has eroded real wages as we l l  as the value o f  social 
transfers and private domestic remittances upon which many o f  the poor depend. L o w -  
income families may struggle to  keep children in school, and financing for health care i s  
l ikely to decline o n  a per capita basis. A rapid needs assessment conducted in fa l l  2008 
identified the poor living in cities and rural towns as being particularly vulnerable to  the rapid 

The economic downturn is likely to increase these vulnerabilities. Unemployment i s  

’ Definitive discussions o f  poverty are complicated by a lack o f  reliable, comparable statistics needed to track trends 
over time. The Bank i s  currently working with the NSO to analyze the new poverty assessment and to integrate 
improved survey designs into its annual household income and expenditure surveys. ’ Livestock numbers, at 44 million, reached a historical high in 2008. 
About 600,000 people. 
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food price inflation experienced in 2008, given the high percentage o f  their consumption 
devoted to food and fuel,” and high levels o f  unemployment and underemployment. 
Livestock herders have also been hit in recent months by falling prices o f  cashmere and other 
livestock-originated raw material (meat, hides, skin, wool, hairs, etc.). This in turn has put 
pressure on loans to the livestock sector, pushing herders to default and banks to substantially 
cut back on new lending to the sector. 

34. Vulnerability is further exacerbated by unsustainable exploitation of natural 
resources and climate change. Two-thirds o f  Mongolia’s population i s  involved in activities 
linked with the environment and natural resources management. Yet a growing body o f  
research, including a series o f  World Bank studies financed by the Netherlands Government, 
has documented rapid and unsustainable exploitation o f  forests and biodiversity, as well as 
encroachment on unique natural and cultural sites. Degradation o f  grasslands and other 
natural resources important for economic activities (e.g., herding, tourism) and subsistence 
heightens vulnerability and can also reduce options for diversification. A report on the 
potential impacts o f  climate change on the livestock sector found that Mongolia has already 
experienced significant warming. It also found that the adaptive capacity o f  traditional rural 
networks and land use systems i s  weakening, while the frequency and magnitude o f  climate 
variability and land use intensity are rising. Climate change models predict significant future 
warming, and an increase in climatic conditions that prevent animal grazing in both summer 
and winter.” 

D. Governance and Corruption 

3 5.  
growing concerns. Perception-based governance indicators have deteriorated in recent years. 
Mongolian f i rms single out corruption as the single most severe investment climate 
obstacle12, and report that corruption pervades every sphere o f  business activity. Regular 
surveys o f  the public’s actual experience o f  corruption indicate that bribery i s  commonly 
required to obtain public health, education, and administrative services, with around 25 
percent o f  the population reporting that they paid a bribe over a three-month period. 
Corruption has also been highlighted as a primary cause o f  weak enforcement o f  
environmental laws. 

While there has been overall progress, corruption and governance deterioration are 

36. Still, Mongolia scores above many other developing countries on a range of 
governance indicators and continues to progress on some important governance reforms. 
The Government has improved public financial management, adopted new anti-corruption 
legislation, and i s  collecting and publishing asset and income disclosures for top officials. 
Mongolia has also made important progress in implementing the Extractive Industries 
Transparency Initiative (EITI), and Mongolia i s  now one o f  a handful o f  countries on track to 
become recognized as a “compliant” country by the EITI Secretariat in Oslo. 

Io The IMF estimated that in 2006, before rapid food inflation, the boffom quintile o f  the population spent 80 percent o f  
total consumption on food. 
I’ Source: “Assessments o f  Impacts and Adaptations to Climate Change” (AIACC), Project No .  AS 06: Potential 
Impacts of Climate Change and Vulnerability and Adaptation Assessment for Livestock Sector in Mongolia. 

Mongolia. 
Several studies, including a report by FIAS, have identified business inspections as a major obstacle to businesses in 
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111. COUNTRY DEVELOPMENT PROGRAM AND ISSUES 

A. Country Priorities 

37. 
backdrop of the high expectations set out in the 2008-12 Government Action Plan (GAP) and 
the Government’s National Development Strategy (NDS). The NDS and the GAP articulated 
an ambitious medium-term development agenda, including goals to use the mining sector as a 
springboard for development o f  a knowledge-based economy, improve living standards, 
reduce disparities, protect the environment, and improve transparency and accountability. 
But as the impacts o f  the global crisis on Mongolia have become apparent, the Government 
has appropriately shifted focus to short-term crisis management. 

The coalition government faces the d i j jcu l t  task of managing the crisis against the 

38. The Government has set an ambitious macroeconomic program designed to restore 
economic stability through fiscal and monetary reforms and to safeguard the poor and 
maintain social stability through improving the social safety net. The Government seeks to 
achieve these goals through a budget adjustment that improves fiscal sustainability, proactive 
monetary policy to safeguard international reserves, initiating a comprehensive overhaul o f  
i t s  social transfer programs to improve targeting and increase support for the very poor. The 
Government i s  also planning an overhaul o f  i t s  fiscal framework to avoid future boom-bust 
cycles. The Government has already begun to take important steps within this framework. 
An amended 2009 budget approved by Parliament in March reduced the projected deficit 
from 12 percent (estimated) to a 5.4 percent o f  GDP deficit in 2009, based on revised revenue 
forecasts, substantial cuts in capital expenditure and a hiring freeze on c iv i l  servants. As a 
step to restoring confidence in the Mongolian tugrik and the local financial sector, the Bank 
o f  Mongolia in March 2009 raised i t s  policy rate to 14 percent from 9.75 percent and 
increased the banks’ capital adequacy ratios. 

39. The Government is also placing a high priority on bringing new strategic mineral 
deposits into production. With large fiscal shortfalls, the Government i s  seeking to move 
forward with the stalled investment agreements. In March 2009, Government submitted a 
draft investment agreement for the Oyu Tolgoi mine to Parliament for ratification (review in 
progress). 

B. Development Challenges 

40. 
overcome the natural resource curse and transform its natural resource endowment into 
renewable assets for sustainable and broad-based development. The current economic 
downturn has highlighted the need to improve macroeconomic management to reduce the 
impact o f  future commodity price cycles. It has also underscored the need to develop and 
maintain a competitive and stable investment climate to promote mining sector and economic 
diversification. A parallel medium-term challenge i s  how to reduce vulnerabilities and 
disparities between and within rural and urban populations. Achieving more sustainable 
management o f  the country’s r ich natural resources will be critical for reducing vulnerability 
as well as for future growth in industries such as tourism. The experience o f  other mineral- 
rich countries highlights the importance o f  governance reforms in order to convert mineral 
assets into development results. 

Over the medium-term, Mongolia’s most sign$cant development challenge is how to 
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41. While the downturn has shifted the focus ofpolicymakers to short-term crisis 
management, it also has brought renewed attention to a reform agenda that can lay a 
stronger foundation for achieving medium-term goals. Several urgent challenges will need to 
be addressed if the country i s  to successfully weather the current crisis and set in place a 
foundation for future growth, poverty reduction, and greater economic resilience. 

42. 
navigate the current downturn andfiscal deficit. Given the magnitude o f  the fiscal 
adjustment, the Government i s  reprogramming existing budget resources to target urgent 
priorities. The fiscal adjustment will need to take place urgently and will even then extend 
over several years. In addition, Mongolia needs to tap additional sources of financing to 
smooth the adjustment. Care will have to be taken that financing i s  obtained in ways that do 
not impose unsustainable future debt burdens or rely on selling off natural assets cheaply. 

First, Mongolia has to undertake a mix ofpolicy adjustments andfinancing to 

43. 
high inflation and the abrupt economic downturn. To ensure that the poor are protected, the 
existing social protection programs need to be re-targeted to the poorest Mongolians. 
Specifically, to improve fiscal sustainability and protect the poor, it will be critical to 
consolidate multiple and overlapping programs and re-target them toward the poorest 
Mongolians. There i s  also significant room to improve spending efficiency of health funds, 
including better allocation of health spending towards essential services, and state funding for 
tertiary education. At the same time, the government and its development partners can scale- 
up or move forward programs which generate employment. 

Second, it wi l l  be important to protect vulnerable groupsfiom the twin impacts of 

44. Third, the Government wi l l  need to stabilize and restore confidence in the financial 
sector. Clarifying the blanket deposit guarantee, resolving any problems with commercial 
bank(s) quickly, while setting the right precedent for future bank failures, and strengthening 
supervision will be key short-term measures. Addressing liquidity problems and providing 
Mongolian commercial banks with the necessary knowledge to effectively manage the 
challenges of the global crisis will also be important. 

45. A fourth urgent challenge is to quickly develop andput in place crisis management 
capacity in the key economic management areas. These areas include macroeconomic and 
fiscal management, investment planning (including prioritizing maintenance of existing 
infrastructure), social protection, banking supervision, and mining investment negotiations. 
As the crisis abates, this crisis management capacity could then gradually shift into 
supporting the medium-term development agenda. 

Iv. REVIEW OF THE BANK GROUP’S PARTNERSHIP WITH MONGOLIA 

46. The World Bank’s 2004-08 Country Assistance Strategy (CAS) was implemented 
during a time of economic growth and expanding government revenues, fueled by rising 
copper prices and good weather, and during a time ofpolitical f lux. The 2004-08 CAS was 
aligned with the Government’s Economic Growth Support and Poverty Reduction Strategy 
(EGSPRS), which set an ambitious and detailed set o f  outcomes against which progress could 
be monitored. Following the 2004 general election that resulted in parliament divided almost 
evenly between the two major political parties, the EGSPRS had limited traction, and 
successive coalition governments brought frequent changes to the policy agenda and a period 
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o f  prolonged political uncertainty. As a result the Bank’s program did not include the 
anticipated policy lending series; it instead concentrated on the agreed investment lending, 
analytical and advisory work, and non-lending technical services, with an increasing 
emphasis on assisting policymakers and the public to learn about the experiences o f  other 
mineral-rich countries and related policy options. 

47. The World Bank Group respondedjlexibly to the changing situation, and evaluations 
of selectedprojects and analytical and advisory activities (MA) found that implementation 
has generally been satisfactory. Bank-financed projects successfully introduced and piloted 
innovations (e.g., in student reading, livestock insurance, community participation in 
investment decisions, a universal access fund for information and communications 
technology (ICT) and generally met their development objectives, albeit with some delays. 
The World Bank Independent Evaluation Group’s evaluation o f  four projects in Mongolia 
over the last five years found al l  to be satisfactory. An assessment by the World Bank’s 
Quality Assurance Group o f  eleven Mongolia AAA products (FY2002-06) found them to be 
o f  high quality and gave them an overall satisfactory rating. The International Finance 
Corporation’s (IFC) support for developing the legal framework for leasing, which resulted 
in the promulgation o f  a leasing law, and support o f  establishment o f  Mongolia’s f i rst  private 
credit bureau through i t s  advisory services, were also notable achievements. 

48. 
ISN (i) strong outreach, understanding o f  the political economy, and flexible programming 
are critical in a fast-changing and uncertain policy environment; (ii) greater emphasis on 
short, just-in-time policy notes and on dissemination can enhance the impact o f  AAA; (iii) 
platforms combining multiple projects, AAA, and technical assistance (TA) over an extended 
period o f  time can yield strong results; (iv) WBG resources can effectively catalyze 
additional resources for Mong01ia.l~ Before the most recent economic developments, a client 
survey conducted in 2007-08 to support preparation o f  a new CAS found that clients think 
Mongolia’s top development priority i s  government effectiveness and governance, that the 
Bank should focus i t s  efforts primarily on increasing employment, economic development 
and growth, and that the Bank should do more to safeguard against corruption in Bank 
programs, and to support efforts to improve transparency in governance. 

A draft CAS Completion Report and Client Survey provide some lessons to inform the 

49. 
performance was good, with room for improvement. Mongolia’s portfolio grew from 10 
projects in FY04 to 13 projects with $156 mill ion in net commitments in FYO8. 
Disbursement rates fluctuated above and below EAP averages, in part due to frequent 
changes in government policies and project counterparts during the CAS period that 
complicated portfolio management and led to frequent project delays. Improvements were 
made in financial management o f  the portfolio. Wi th  World Bank assistance, the government 
implemented a new audit strategy improving the competitive selection o f  auditors for Bank- 
and ADB-funded projects. The Bank continues to support the Mongolia National Audit 
Office (MNAO) to improve i t s  capacity to audit government accounts and to gradually cover 
all donor-funded projects. Mongolia projects posted below-average ratings for most quality- 
at-entry parameters, though they scored better than EAP averages for quality o f  supervision 

A desk review of the Mongolia portfolio @om FY2005-08 found that overall portfolio 

l3 During the 2004-08 CAS period, the Bank helped Mongolia to access additional financial resources including: (i) 
$29 million Education for All - Fast Track Initiative grant funds; (ii) $1 1 million in Netherlands Government grants for 
an integrated program o f  environmental activities; and (iii) grants and co-financing in support o f  rural development 
from multiple donors, including $13 million from the European Union. 

12 



WORLD BANK GROUP INTERIM STRATEGY NOTE FOR 2009-10 

and quality at exit. The review raised some concerns over complex project designs, 
government ownership, and use o f  parallel project implementation unit (PIU) structures. The 
desk review found good performance o f  the $32 mi l l ion trust fund portfolio, with strong 
disbursement and overall satisfactory progress. 

V. INTERIM STRATEGY 

A. Rationale for the World Bank Group’s Interim Strategy 

50. 
IS-month period until economic conditions stabilize. The I S N  positions the Bank to  support 
the Government in addressing urgent crisis needs and easing the fiscal adjustment, but also to 
support renewed efforts to make reforms that will reduce the impact o f  future shocks. As 
conditions stabilize and there i s  a clearer planning horizon, we anticipate preparing a four- 
year Country Partnership Strategy (CPS) supporting Mongolia’s medium-term agenda. 

The proposed Interim Strategy is intended to provide a bridgingpamework for an 

5 1. 
formulation conducted over the past 18 months. A draft CAS Progress Report (PR) was 
initiated in early 2007, but then shifted to preparation o f  a full four-year CPS at the 
Government’s request. However, the draft CPS was delayed fol lowing an unexpected change 
in Government in late 2007, and again by the June 2008 parliamentary elections. Discussions 
on the four-year CPS re-started when the new Government took office in late September 
2008, but as the full impact o f  the global economic crisis was becoming apparent in 
Mongolia, it was determined that an Inter im Strategy would better meet the country’s 
evolving situation and needs. 

The proposed ISN refocuses WBG assistance and builds on a process of strategy 

B. Strategic Focus Areas under the I S N  

52. The Bank w i l l  support the Government’s immediate crisis response and associated 
reforms with potential to improve medium-term management of the country’s mineral-based 
economy. Recent economic events have highlighted the r isks stemming f rom the country’s 
natural resource dependence, and the overarching challenge that the country faces to  improve 
management o f  i t s  mineral-dependent economy. The downturn has also highlighted 
shortcomings in domestic policies - fiscal, monetary, banking, social, mining regime - that in 
turn have amplif ied impacts o f  steep declines in global prices o f  copper and other 
commodities. The Government has responded with an ambitious short-term macroeconomic 
program to  navigate the adjustment as wel l  as to put in place pol icy reforms to  make 
Mongolia’s mineral-dependent economy more resilient in the medium-term. 

areas: 

(9 
(ii) 

(iii) 

53. 
stabilize the economy and maintain employment and growth by focusing on three strategic 

Under the ISN, the WBG assistance program w i l l  support the Government’s eflorts to 

Improve macro and fiscal sustainability in a mineral-based economy; 

Protect the poor and vulnerable; and 

Encourage transparent and prudent mining investments and a more competitive and 
stable medium-term business investment climate. 
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WBG assistance in each strategic area will focus init ial ly o n  short-term crisis response, 
but will shift toward medium-term pol icy and institutional reforms as economic 
conditions stabilize and planned pol icy and institutional reforms proceed. In light o f  
governance concerns, mechanisms to  promote greater accountability and transparency, 
including a more informed and inclusive policy dialogue, will be promoted throughout 
the program. Results milestones during the I S N  period are outlined in Attachment 1. 

54. To provide this support, the Bank Group is adapting its ongoing and CY2009-10 
program to respond to evolving needs, in line with the East Asia and Pacijk regional criteria 
for adjusting and re-prioritizing country portfolios andprograms. The proposed Interim 
Strategy program has the following features: 

Ongoing IDA projects and technical assistance activities are being refocused to build 
capacity in crisis management, support medium-term policy reforms, and accelerate 
disbursements of the existing portfolio of projects. 

The majority of new IDA resources will be shiftedfiom previously planned 
investment projects to development policy credits (DPCs). Two DPCs totaling SDR 
40 mil l ion (US$60 mil l ion at present exchange rate) and representing two-thirds o f  
the notional IDA- 15 envelope (SDR 60 million, or about US$90 mil l ion at the 
present exchange rate), will support key policy reforms in the three strategic areas 
outlined above (paragraph 53) and provide budgetary support to help fill the fiscal 
shortfall. It i s  expected that a f i rst  DPC o f  around $40 mil l ion and a second DPC o f  
around $20 mil l ion will be targeted on key crisis areas including the budget, social 
protection, and the financial sector. They will also focus on the mining sector, which 
will be important for medium-term recovery. The first Credit i s  envisaged in early 
FY10. 

The remaining IDA resources (about US $30 million of the total IDA-15 envelope) 
wil l  support investment operations determined to have a high impact on the three 
strategic areas described above and that are expected to be presented for 
consideration in FY2009-I I. In line with the East Asia Region’s criteria for 
adjusting country programs in response to the global crisis, four Mongolia-specific 
criteria have been developed to apply to new investment operations: (i) 
responsiveness to urgent crisis needs; (ii) managing critical infrastructure; (iii) 
generating employment for vulnerable groups; and (iv) building capacity needed to 
manage the crisis.14 Other projects under consideration will be delayed until after the 
ISN period or canceled, depending on IDA availability and Government priorities. 

IFC will enhance its support to strengthen financial markets and real sectors, and 
Mongolia may also participate in or benefit from IFC’s global crisis response 
initiatives and activities. 

The Bank Group’s analytical and advisory program is intensi3ing its emphasis on 
real-time policy advice and analytical products to respond to the crisis. This work 
underpins the proposed DPC policy program. Ongoing technical assistance i s  being 

e 

l4 The statistical capacity project described in paragraph 57 will be presented to the Board with this ISN. Other 
investment projects during the ISN period may include: additional financing to support urgent upgrading o f  the energy 
grid and additional financing to extend the ongoing livestock insurance project. Preliminary preparatory work on a 
possible southern Mongolia infrastructure project i s  also underway. 
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re-aligned to emerging needs, particularly in the financial sector. IFC’s Advisory 
Services program i s  enhancing it support for improving the business environment and 
strengthening financial markets. 
Expanded trust fund leveraging. The Bank currently administers approximately $32 
million of grant t rust  hnding supporting education reform, sustainable livelihoods, 
environmental improvements, public administration, and governance enhancement. 
To meet emerging priority needs, additional trust fund resources are being sought for 
high impact activities (e.g., to scale up small-scale vegetable production, strengthen 
financial sector oversight and supervision). 
Close coordination with the IMF, ADB, Japan, and other external partners. 

0 

Strategic area 1: Improve macro and fiscal sustainability in a mineral-based economy 

55. Strengthening fiscal sustainability. Fiscal impacts have been exacerbated by rapid 
expansion and weak targeting o f  expenditures and investments, which in turn reflect 
underlying weaknesses in budget formulation. Such issues were the object of a recent Public 
Expenditure and Financial Management Review which provided guidance on how to remedy 
these over the medium term. 

56. 
with budget support (DPC) and support for policy reforms to continue critical infrastructure 
maintenance, improve efficiency of existing social transfers, and cut investment projects 
without adequate feasibility studies. The Bank will also continue to provide real-time crisis 
management advice through i t s  ongoing policy dialogue with the Government and 
stakeholders, and through a series o f  quick-response, short analytical pieces (e.g., quarterly 
analysis o f  the economy, note on the emerging impacts o f  the financial crisis). 

I n  the short term, the Bank will support the Government’s fiscal response to the crisis 

57. For the medium-term, the budget support operation will support Government policy 
and institutional reforms to position Mongolia to more effectively manage future upturns in 
mineral prices, including through planned reforms to improve the fiscal framework, strategic 
planning and capital budgeting. Ongoing technical assistance projects (Governance 
Assistance, Economic Capacity and Technical Assistance, Mining TA) are being redirected 
to strengthen planning and budgeting (including support for a new Fiscal Responsibility Law) 
and to build capacity o f  a new planning agency to strengthen public investment planning. 
They will also support continued improvement o f  public financial systems (new budgeting 
system, system integration) and implementation o f  second-generation reforms to introduce 
medium-term program budgeting. Complementing the DPC, a new statistical capacity 
project will help agencies assess developments in the key areas relevant to the crisis and, over 
the medium-term, help strengthen targeting of development resources, critical to the 
enhanced budgetary management envisaged under the DPCs. The Bank will continue to 
support efforts to increase budget transparency, including Mongolia’s good progress in 
implementing the Extractive Industries Transparency Initiative (EITI).’’ 

58. 
shock has exposed vulnerabilities in Mongolia’s banking system, exacerbated by rapid credit 

Bolstering confidence in the banking sector. As noted, the severe terms-of-trade 

Mongolia i s  about to complete its second reconciliation report since it joined EITI in 2006. I t  has been identified as 15 

one o f  several candidate countries in line to be declared as “EITI compliant” following an independent validation. 
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expansion that occurred during the recent commodity boom. I n  the short-term, the DPC and 
an ongoing private sector development credit (PSDC-11) are supporting immediate response 
measures to address bank failures and strengthen the banking system. PSDC-I1 has been 
amended to support the Bank o f  Mongolia (BOM) to conduct a special portfolio diagnostic 
and to conduct an audit o f  the failed domestic bank. The Bank i s  also helping the B O M  to 
strengthen its day-to-day monitoring o f  banks and may support the establishment o f  an 
adequately resourced crisis management unit with requisite legal/regulatory powers (under 
discussion). I n  the medium-term, the current economic slowdown provides an opportunity to 
strengthen and consolidate the banking system, including review o f  the current legal 
framework for the financial sector, and other reforms to strengthen the investment climate. 
IFC will continue to support the Government in addressing weaknesses in the financial 
markets and real sectors through investment and advisory services. 

59. 
coordinated with the I M F s  SBA and wil l  draw on recent analytical work. The SBA supports 
adoption o f  a flexible exchange rate, adjustment o f  the BOM’s policy rate to eliminate 
negative real interest rates and to prevent overshooting in exchange rate adjustments, and 
fiscal adjustment via measures including a wage freeze and cancelation o f  capital projects 
lacking adequate feasibility studies. Planned support will draw on considerable analytical 
work conducted by the Bank and the IMF, including studies o f  the Mongolia public financial 
management system conducted under an ongoing economic capacity building project 
(ECTAC), the IMF Fiscal Affairs Department, and the Bank’s recently completed PEFMR. 
The Bank’s Governance Partnership Facility grant wil l also support public outreach on select 
policy issues, and introduction o f  demand-side tools to foster transparency and 
accountability. 

World Bank Group assistance in the macro andjscal areas wi l l  be closely 

Strategic area 2: Protect poor and vulnerable people 

60. 
vulnerable groups weather the crisis, while also strengthening policies and building 
institutional capacity to reduce future vulnerability. This will include complementary 
support, aligned with ADB assistance, to help the Government overhaul i t s  system o f  social 
protection. It will also involve intensifying ongoing support aimed at helping vulnerable 
populations in rural Mongolia and in Ulaanbaatar. 

The World Bank Group is intensifiing support to the Government to help poor and 

61. 
social transfers, funded by revenues from high commodity prices in recent years, i s  now 
straining fiscal sustainability and also potentially limits the availability o f  resources to the 
neediest people. ADB and the World Bank are supporting Government efforts to streamline 
social protection resources and ensure that they are directed to the poorest and most 
vulnerable people. Under a joint policy matrix, the ADB will take the lead in supporting 
Government to provide for immediate social assistance needs through quick-disbursing 
operations as well as introduce a comprehensive reform program to consolidate and improve 
targeting o f  existing social transfers. The World Bank will provide complementary, targeted 
support on specific policy and technical design issues to improve social protection targeting, 
including through planned TA to help develop a new proxy-means test, and strengthen 
monitoring and evaluation o f  social transfers. Trust funds have also been mobilized to 
support improved targeting o f  health finance including development o f  a new regional 

Retargeting social transfers to the poorest. The rapid and untargeted expansion o f  

~ 
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allocation formula to improve outcomes o f  mothers and infants; development o f  “pay for 
performance” indicators and measures to improve antenatal and postnatal delivery services; 
and a model for hospital optimization and rationalization in Ulaanbaatar City. 

62. 
redirected and accelerated to address short-term crisis needs. For example, the Bank i s  
seeking to accelerate disbursements under a community-driven local initiatives fund 
supported under the second phase o f  the Sustainable Livelihoods Project Adjustable Program 
Loan (SLP-11). Discussions are also underway to expand the Fund with an enhanced focus 
on food security, if additional financing can be raised from possible financiers (e.g., 
multilateral organizations, Global Food Crisis Response Fund, other sources). The Bank will 
also deepen ongoing projects to reduce vulnerability o f  rural residents to climate disasters 
and environmental degradation. Under SLP-11, the Bank i s  helping authorities to reduce 
pastoral risk by building capacities for pasture management, emergency response (e.g., hay 
and fodder reserves), and forecasting. 

Reducing rural vulnerability. I n  the short-term, ongoing rural initiatives are being 

63, I n  the medium-term, implementation o f  ongoing World Bank-financed initiatives to 
expand access to rural services (including access to information and communications 
technology, renewable energy, and primary school reading programs) and financial services 
(SLP-I1 and IFC support to expand access to microcredit and other financial services. The 
Bank i s  also planning to provide additional finance for the ongoing Index-Based Livestock 
Insurance Project, an innovative and award-winning pilot project introducing market-based 
insurance products to herders to provide coverage in the event o f  catastrophic weather events. 

64. 
ger area residents. I n  the short-term, the Bank will support: (i) continued development o f  
water kiosks that provide clean water to peri-urban residents (USIP-I1 project); (ii) additional 
financing for an ongoing energy project to support urgent, staged upgrading o f  Ulaanbaatar’s 
antiquated electricity distribution infrastructure, a priority that i s  highly complex and 
especially needed given deep cuts in the 2009 public investment program; (iii) formulation o f  
a ger area development strategy. A project to reduce Ulaanbaatar air pollution i s  also being 
prepared and could be finalized during the I S N  period. Air pollution in Ulaanbaatar, one o f  
the coldest capitals in the world, has become extremely severe, reaching about seven times 
WHO target values in the most polluted parts o f  the city in winter time. 

Helping vulnerable populations in Ulaanbaatar, with an emphasis on peri-urban 

Strategic area 3: Encourage transparent and prudent mining investments and a more 
competitive and stable medium-term business investment climate 

65. 
underscored the need to move forward with transparent, well-managed large mining 
developments, to ensure that Mongolia’s mining regime i s  competitive and stable, and to 
resolve remaining ambiguities in the legal and regulatory frameworks in order to continue to 
attract world class investors. This area will be supported primarily on the analytical side. I n  
the short-term, the Bank will support policy reforms that position Mongolia to benefit from 
and effectively manage any upturn in mining exploration and development. Support i s  
expected to include: review o f  minerals policy in areas such as state equity participation and 
mining licensing; review o f  the fiscal regime for mining including options for taxation and 
revenue management that provides for saving windfall revenues; development o f  standard 

Encouraging sustainable, efficient mining investments. The downturn has also 
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mining investment agreements; and completion of the EITI validation process. I n  the 
medium-term, the World Bank Group may support: formulation of a revised cadastre 
regulatory framework consistent with international good practice; a new mineral taxation 
framework and legislation; development o f  governance, financial and fiduciary arrangements 
for the Erdenes state holding company consistent with corporate governance principles; and 
an improved regulatory framework for management of small scale and artisanal mining. This 
support will be provided under the DPC and Mining TA project, and through just-in-time 
policy analysis. The GPF grant may support complementary policy analysis and outreach 
activities. 

66. Managing large investments in supporting infrastructure. The Government i s  
also seeking support to manage and catalyze the large infrastructure investments needed to 
develop major mining deposits. The World Bank has drafted a review o f  key infrastructure 
options and trade-offs linked with planned mining developments in southern Mongolia, 
including environmental and social risks and mitigation measures. I t  i s  expected to provide 
the basis for a new Southern Mongolia infiastructure project designed to strengthen 
planning, prioritization of investments in southern Mongolia, and structure public private 
partnerships. Such development in southern Mongolia could, over the medium term, anchor 
future World Bank Group operations (traditional IDA investments, IDA and MIGA risk 
guarantees, and IFC investments). The WBG will continue to explore the prospects for 
enclave financing for infrastructure investments that generate foreign exchange. Subject to 
suitable agreements with Government and/or private sector investors, IFC could provide 
support for appraising and structuring relevant projects, making minority equity investments, 
and mobilizing long-term debt financing. 

Cross-cutting strategic focus: Building better transparency and accountability 
mechanisms 

67. 
assessment under the Bank’s new Governance and Anti-Corruption fiamework. The 
assessment focused on understanding key governance impediments in the mining value 
chain, including: (i) sudden and rapidly expanding revenues and pressure to spend; (ii) lack 
o f  accountability and transparency in policymaking and use o f  mining revenues, and to keep 
patronage networks in check; (iii) political uncertainty; and (iv) limited awareness among 
policymakers and the general public o f  global good practices in managing mineral resources 
and revenues. 

To inform the Bank’s strategy, the country team in 2008 conducted a governance 

68. 
should (i) strengthen vertical accountability by broadening engagement (e.g., 
parliamentarians) and by encouraging more transparent policy analysis and monitoring by 
civil society across the extractive industry value chain; while (ii) continuing to build on core 
public sector reforms to strengthen institutional accountability. Follow up wil l also continue 
on World Bank-supported reviews o f  corporate governance and accounting and auditing 
standards (ROSC). 

To address these impediments, the assessment recommended that Bank engagement 

69. To begin to implement these recommendations, the Bank has mobilized a $2 million, 
three-year Governance Partnership Facility (GPF) grant that will promote better informed 
economic and mining policy analysis and debate, and strengthened transparency and 
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accountability at key points across the extractive industry value chain. Related governance 
results and milestones are incorporated in the I S N  results matrix. In the short term, the GPF 
will be used to broaden engagement with key stakeholders on the extent and implications o f  
the economic crisis, and on the policy options, drawing on international experience. Policy- 
relevant analysis and debate on managing mining revenues, social protection, and mining 
development are likely to be supported by the Facility. Finally, in the medium-term, the 
Facility wil l support civi l  society monitoring activities o f  the government’s performance on 
crisis management and the policy reform agenda. 

C. I S N  Implementation 

70. Program Financing. In FY09, partly as a result o f  good policies that improved debt 
sustainability, Mongolia became a “green light” country, moving from a blend o f  IDA grant 
and credits to IDA-credits only status. This status will be monitored as the impact o f  the 
current crisis unfolds. Mongolia’s indicative IDA envelope for FY09-11 i s  assumed to be 
about SDR 60 million, with an average allocation o f  about SDR 20 mil l ion (US$30 mill ion at 
current exchange rates) per annum during each o f  these years, with actual allocations during 
I S N  period determined on an annual basis according to specific criteria.16 The World Bank 
Group will continue to mobilize t rus t  funds and co-financing to leverage IDA resources. IFC 
investments have totaled approximately US$60 mil l ion and i ts current pipeline portfolio i s  
approximately US$148 million; however, it i s  unclear at this time what levels o f  investment 
may be possible in the next 12-18 months given the constrained economic environment. 

71. 
capacity andprogram management to support the government in these challenging times. In 
addition to bolstering i t s  national staff capacity in financial management and procurement, 
the Mongolia Country Office now includes an international mining specialist, an 
infrastructure specialist and several staff seconded from other international aid agencies. In 
response to the crisis, the Bank’s lead economist and country economist are focusing full- 
time on Mongolia. IFC has expanded i t s  Ulaanbaatar team with a new investment officer, 
another investment officer on secondment from Beijing and an Advisory Services 
coordinator, along with an increased number o f  missions from Beijing, Hong Kong and 
Washington. As part o f  the EAP decentralization program, a Sector Manager responsible for 
the Sustainable Development portfolio in Mongolia i s  now located in Beijing. Fifty percent 
o f  the Mongolia sustainable development portfolio i s  now managed by task team leaders 
located in the field. 

World Bank Group Capacity. The Bank Group has strengthened i t s  in-country 

72. International Finance Corporation and Multilateral Investment Guarantee 
Agency. The IFC will continue to address weaknesses in the financial markets and real 
sectors through investment and advisory service programs. This work includes: (i) strategies 
to assist investment clients with liquidity; (ii) developing the non-bank financial sector 
including leasing; and (iii) providing training in best practices to help banks through the 
economic crisis, such as NPL management and corporate governance. IFC i s  exploring 

l6 Estimates o f  I D A  for FY2009-11 are indicative only and can change. Actual allocations in  these years will depend 
on: (i) total IDA resources available; (ii) the country’s performance rating; (iii) the performance and assistance terms o f  
other IDA borrowers; (iv) the terms o f  IDA’S assistance to Mongolia (grants or credits); (v) the number of IDA-eligible 
countries. IDA allocations are made in SDRs based on performance, and the US$ equivalent i s  dependent upon the 
prevailing exchange rate. Since Mongolia i s  at a low risk o f  debt distress, i t  wi l l  receive all its allocations in the form o f  
credits unless its debt sustainability position changes. 
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opportunities to  expand current investments in the real sector to help diversify Mongolia’s 
economic base, with an emphasis on opportunities in agribusiness, energy, energy-efficient 
building materials, mining and mining-related infrastructure. I F C  wil l also support reform to 
strengthen small businesses and help diversify the economic base - including through a 
program to  improve the business environment by reforming the inspections regime. In 
response to the global financial crisis, I F C  has ramped up support t o  developing countries 
aimed at addressing problems experienced by the private sector. These include initiatives to 
support microfinance institutions, relieve liquidity stress, and provide banks with ski l ls  t o  
help them cope with the crisis. Mongol ia wil l participate in these initiatives where feasible. 
The Multi lateral Investment Guarantee Agency (MIGA) will also continue to  supplement the 
work o f  the Bank and the I F C  by offering i t s  guarantee product in support o f  private 
investment into the country. 

73. 
Bank’s analytical and advisory program will be o n  providing real-time pol icy  notes and 
advice to support the Government’s crisis response and to  underpin the proposed DPCs. 
Ongoing work in some critical areas will continue, including preparation o f  a series o f  pol icy 
notes based o n  data f rom the recently completed poverty assessment, finalization o f  a 
southern Mongol ia infrastructure strategy; a Livestock Sector Survey; continuing work o n  
Ulaanbaatar ger area development and air quality, and pol icy analysis o f  key  barriers to  
improved rural and urban service delivery. IFC’s Advisory Sewicesprogram will focus on 
improving the business environment and strengthening the financial markets sector, in close 
coordination with i t s  investment program. This includes building a private credit information 
company, bank training, corporate governance, and support for  the leasing and housing 
finance sectors. It i s  also working with other organizations o n  price differentiation for  
cashmere and o n  reform o f  the business inspections regime. 

Knowledge Program. During the interim strategy period, the main emphasis in the 

74. 
external partners, and to mobil ize additional bilateral and multilateral financial resources to 
help Mongol ia weather the current economic downturn. As noted, the Bank i s  working 
closely with the IMF, ADB, Japan, and other potential donors to  develop an integrated set o f  
pol icy actions supported by development pol icy credits and balance o f  payment support. The 
Bank will continue to  work with the Government o f  Mongol ia and external partners to  
improve aid coordination and effectiveness. Donor programs, with some exceptions, have 
tended to  be extra-budgetary, unpredictable, with limited consensus o n  sectoral policy, 
institutional and investment priorities. At the same time, there are good examples o f  donor 
coordination, such as the education sector donor consultative mechanism, which the global 
Fast Track Init iative funds have helped to incentivize. The annual Donor Technical Meetings 
jo in t ly  developed with the government and partners have been institutionalized. These 
meetings have resulted in enhanced and more cohesive pol icy and program coordination and 
an improved focus o n  crit ical pol icy issues, including the financial sector, private sector 
development and the recent meetings o n  the current crisis. 

Partnerships. The Bank will continue to work actively to align i t s  support with other 

VI. MANAGING R I S K S  

75. K e y  risks to the interim strategy include: 

0 The risk that insufficient crisis management capacity exists to  correctly assess the 
extent o f  the crisis and formulate and implement the appropriate po l icy  response(s) in 
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a timely manner. The IMF, ADB and the World Bank Group are providing policy 
analysis, advice, tools and TA to the relevant government counterparts in the priority 
areas. However, the need i s  great and both government and parliament would benefit 
from in-house policymaking capacity, which wil l be supported under ongoing TA 
projects on economic policymaking, governance assistance, and mining. 

The risk that policy makers will be unable to muster sufficient ownership to 
undertake the necessary reforms and sustain momentum on  a coherent set o f  policy 
actions. Multilateral and bilateral partners are jointly working with the Government to 
define a coherent policy package and to disseminate the rationale with key 
stakeholders. The Program also benefits from enhanced engagement with parliament 
through study tours, briefings and seminars. There i s  some Bank-financed and grant 
TA in place to further deepen this national dialogue, including proposed activities 
under the GPF grant to support public awareness o f  the development impact o f  policy 
options under consideration as well as to build civi l  society capacity to monitor 
government’s adherence to, and progress on, the policy actions. 

The risk o f  further, as yet unforeseen external shocks that significantly worsen the 
current situation and hurt the poor. A worsening o f  the situation could create tensions 
in the governing coalition and in broader society. The Bank will be scaling up 
existing livelihood-supporting activities under i t s  projects and provide TA to improve 
the targeting o f  social protection programs. 

The risk that governance impediments/corruption undermine progress o n  the 
country’s medium-term pol icy agenda and/or that weak governance affects the 
WBG portfolio adversely. At the country level, ongoing Wor ld  Bank Group- 
supported project activities to  promote transparency and accountability in public 
financial management and public administration will be augmented by activities 
under the new GPF grant. A s  for the Bank Group portfolio, activities to  
strengthen governance are underway o n  a number o f  fronts, including: support for 
the Government’s new audit strategy; recruitment o f  additional financial 
management and procurement capacity in the Ulaanbaatar office; intensified 
portfolio management; and placement o f  a sector manager in Bei j ing with 
oversight responsibility. 

0 

21 



. . . a " . .  . . 



I . .  

. . .  



Attachment 2 
2007-2008 Client Survey 

From mid 2007 to mid 2008, 507 stakeholders o f  the Wor ld  Bank, including 293 in Ulaanbaatar and 214 
from outside the capital city, were invited to provide their opinions on the Bank’s assistance to the 
country. Participants in the survey were drawn from employees o f  the Central Government, the 
Parliament, ministries or implementation agencies; local government offices; bilateral or multilateral 
agencies; private sector organizations; NGOs (including CBOs); the media; independent government 
institutions; trade unions; faith-based groups; academia or research institutes; the judiciary; and youth 
groups. 65 percent o f  those invited responded. The survey results indicate a number o f  areas where the 
Bank may be able to improve i t s  work and the way i t  delivers services in the country. 

Government effectiveness (and governance) emerges as the number one development priori ty for 
stakeholders. In 2003, governance and corruption were top on the minds o f  stakeholders (while 
comparisons are difficult, i t  appears that the issue o f  government effectiveness i s  o f  much greater 
concern in 2008 than in 2003). I t  i s  important to note that poverty and reaching the poor and the 
vulnerable i s  o f  much less concern than other issues related to building a more effective state. 

Overall view of the environment in Mongolia 

Stakeholders are fairly clear about how Mongolia can most benefit from the Bank’s emphasis. I t  i s  
suggested the Bank focus its effortdwork primari ly on employment, followed by economic development 
and growth. Respondents outside Ulaanbaatar (primarily in social services) report that education and 
human development are the key  areas for the Bank’s emphasis. 

Bank emphasis within this context 

Respondents also stated that the Bank’s knowledge would be most beneficial, if i t  were focused on  labor 
marketdjob creation, and the related issue o f  improving business environment for private sector 
development. Education i s  a top issue as we l l  for the Bank’s focus on  knowledge-sharing, 

Generally, the Bank i s  viewed quite positively in Mongolia in areas as diverse as relationships with 
stakeholders, efforts to collaborate, efficiency and monitoring and evaluating. However, i t  i s  worth 
noting a few areas o f  concern: 

Overall views of the Bank 

9 Safeguarding against corruption in the Bank’s program, reducing corruption in the country, and 
supporting efforts toward greater transparency in governance received some o f  the lowest effectiveness 
ratings in the survey, while they are viewed by stakeholders as critically important areas o f  development. 

9 Ratings on the Bank’s work in poverty reduction, particularly related to whether the Bank’s work 
reflects its own mission, decreased from those o f  the 2003 Client Survey, although the ratings are s t i l l  
quite high (especially among respondents outside Ulaanbaatar). 

9 Stakeholders stated that the issue o f  improving the Bank’s analytical work i s  a crit ically important 
issue, and there i s  room for improvement. This finding i s  particularly relevant in Mongolia where 
stakeholders are profoundly interested in acquiring the Bank’s knowledge (policy and economic advice) 
and technical advice (training and capacity building). 

Communication and outreach 
I t  i s  suggested that image o f  the Bank i s  shaped more by external sources uournalists/media) than by the 
Bank itself via i t s  own website. Respondents outside Ulaanbaatar (preferring newspapers and television) 
use the Bank’s website much less than respondents living in the city, accounting for more than 60% o f  
a l l  respondents. 



Attachment 3. MONGOLIA: COUNTRY FINANCING PARAMETERS 
As of January, 2009 

The country financing parameters for Mongolia set out below have been approved by the Acting Vice President, 
East Asia and Pacific, and are being posted on the Bank's internal website. 

Cost sharing. Limit on the 
proportion of individual project 
costs that the Bank may financc 

Cost sharing. Limit on the 
proportion of individual project 
costs that the Bank may financc 

I 

Recurrent cost financing. 
Any limits that would apply to 
the overall amount of recurrent 
expenditures that the Bank ma! 
finance 

Local cost financing. Are the 
requirements for Bank financin! 
of local expenditures met, 
namely that: (i) financing 
requirements for the country's 
development program would * 

exceed the public sector's own 
resources (e.g., from taxation 
and other revenues) and 
expected domestic borrowing; 
and (ii) the financing of foreign 
expenditures alone would not 
enable the Bank to assist in the 
financing of individual projects 

I 
Taxes and duties. Are there 
any taxes and duties that the 
Bank would not finance? 

up to 100 
percent 

No 

Yes 

No 

Lank financing of individual projects would be based on specific 

Ixpected to be less than 100% of project costs given the 
Sovernment of Mongolia's preference to finance taxes and duties 
tssociated with project expenditures from its own funds, expected 
ncreased use of sector-wlde approaches (SWAps, where IDA 
ypicalfy finances a relatively small share of project costs), and 
rxpected cofinancing with other development partners in some 

and sector circumstances. In most projects, IDA financing i! 

mnership. 

DA financing of recurrent costs Rnanced in projects in Mongolia 
has been limited. The Government of Mongolia has indicated that it 
vould finance most recurrent costs associated with IDA-financed project 
rom its own resources. In exceptional cases, enhanced IDA financing o 

by-case basis after takin! 
nd project levels. 

DA may finance local and foreign expenditures in the proportions 
equired in individual projects. 

woject costs, and would 

ndicated that its willingness to continue to finance all taxes and 
luties embedded in the prices of goods and services from its own 

nce taxes and d 

In most cases. 



Attachment 4 - Governance 

Mongolia: Strengthening the Basis o f  Reform 

Mongolia governance snapshot: when good i s  not enough 

While many countries have had the luxury of planning for their growth, new industries, or having 
a strategy for the medium term, Mongolia has been thrust into modernizing its institutions and 
governance capabilities to match global competition and expectations, almost overnight. The 
pace o f  change and the breadth o f  changes, for e.g. dealing wi th the mining issues, an industry 
that i s  very new but growing rapidly, and with little experience in this area, has meant that 
sensible and sound policy making has taken a back seat to fighting crises, getting things done, and 
simply learning by doing at the extreme. Mongolia thus stands at the doorstep o f  what resource 
rich countries the world over have struggled with for decades: preventing the harmful effects o f  
their riches. This includes not just economic i l l s  l ike Dutch disease, which are well known, but 
the need to guard against pursuing bad policies and corroding governance, which have far deeper 
consequences and are harder to reverse. As such, what areas o f  governance show greatest 
weakness and are unable to keep pace with these new demands? How might the World Bank’s 
new country strategy assist in supporting the government in i ts  efforts? These are some o f  the 
questions that a recent WB governance assessment attempted to address. This annex draws on 
the assessment to highlight how the country strategy and program can support government o f  
Mongolia efforts in this respect. 

Extensive diagnostic work has revealed four major governance problems: 
Corruption is worsening and is a major hindrance to development. Adoption o f  an Anti- 
Corruption Law and the establishment o f  an Anti-corruption Agency are important steps 
undertaken by the government, wi th support from donors, including the W B  supported 
Governance Assistance Project, as well as the Legal & Judicial reform project, that aim to 
strengthen the Anti-Corruption agency and improve the legal framework and prosecution o f  
corrupt practices. 
Policy-making is increasingly driven by populism. Weak processes for policy analysis, 
coordination, consultation and transparency result in insufficient constraints that might ensure 
that policy-making i s  in the long-term public interest. The recently awarded Governance 
Partnership Facility grant, among other areas, w i l l  attempt to support an independent think 
tank that can help provide policy advice and foster open debate about policy issues. 
There is an ongoing ‘great game’ of distributingproperty rights and rents. The allocation o f  
property rights and rents remains ongoing in two important areas: land and mineral resources. 
According to public opinion polls, corruption significantly affects both o f  these areas. 
Institutional constraints are st i l l  insufficient and land and mining cadastres are still weak. The 
capacity o f  courts to adjudicate conflicts i s  limited, and courts enjoy low levels o f  trust. The 
recently approved Mining technical assistance project, supported by the World Bank aims to 
strengthen the cadastre, support legislation and regulations to make the management o f  
mining revenue more transparent, build capacity in the key ministries for oversight and 
regulation o f  the mining industry. 
Public discontent has been growing, and is taking the form of greater nationalism as well as 
demand for better governance. Feelings that Mongolia was not receiving i t s  ‘fair share’ from 
the mining sector were widespread during the recent boom years, fuelling nationalist and/or 
socialist-style demands for significant state-ownership o f  mining operations. A t  the same 
time, there i s  a great deal o f  discontent wi th  the political class, which i s  perceived as self- 
serving. 
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Implications for Bank engagement: supporting policymakers’ capacity to commit 

With Mongolia’s rapidly changing environment, Bank engagement needs to be more flexible, 
ensure broader engagement with parliamentarians and politicians, disseminate policy analysis 
more widely, provide greater opportunities for monitoring by civ i l  society across the value chain, 
and continue to build on core public sector reforms to strengthen institutional accountability. 

Strengthen policy analysis, with stronger dissemination to get message across. Facilitate an 
in formed and transparent public policy debate, highlighting policy tradeofls. 

Hosting regular policy forums to discuss mining sector, economic performance, and national 
development where candid views can be exchanged. 
Building the capacity o f  Mongolian organizations - independent Mongolia think-tanks and 
GOM/Parliament research and analytical capability -- to conduct and disseminate such 
analysis w i l l  be especially important. 

Engage effective4 with parliament and political parties and strengthen parliament’s capacity. 
Since many policy decisions are made in Parliament the Mongolia country team may consider 
partnering wi th the World Bank Institute (WBI) to deliver a parliamentary capacity-building 
program that i s  focused on dissemination o f  international good practice in the mining sector to 
enhance decision-making in this critical area. The Bank could also partner wi th the Parliament in 
strengthening oversight o f  the Budget and the Development Fund Management while entering 
into partnerships to strengthen role o f  c iv i l  society on external oversight. 

Strengthen social accountability by supporting community driven initiatives in monitoring 
mining and public resources management. 
This includes support for c iv i l  society monitoring o f  the allocation o f  licenses, particularly at the 
stages in which sub national governments are involved, establishing mechanisms for monitoring 
impact o f  service delivery, as well as key programs like social transfers. 

Propose pragmatic policy options which f i t  policymakers’ concern or vision, as opposed to first 
best optimal practices 
Areas were the Bank could refine its support to fit better Mongolia’s realities include (i) Mining 
ownership, by taking into account concerns that by entering into an investment agreement the 
Government will lose the ability to influence or veto decisions that negatively impact national 
security; (ii) the Public Investment Program, by focusing the discussion on the principles o f  
‘development oriented’ investments and what this would imply across sectors and issues - 
without favoring one institutional model for pursuing the overall goal.; (iii) Procurement, by 
taking into account the policymaker’s concern that public procurement o f  public investment 
projects must allow to disburse fast enough, by focusing on improving procurement efficiency. 

Sustain assistance to build strong PFM institutions building on successful past assistance 
The Bank i s  already significantly involved in supporting good governance in the public sector in 
general and in mining in particular. Further assistance should be built on these existing initiatives. 
The Bank benefits f rom an excellent record in public financial management reform, wi th in 
particular the implementation o f  the Government Financial Management and Information System, 
which has contributed to a great extent in eliminating leakages from the budget. Building on these 
good successes, assistance to strengthen horizontal accountability and effectiveness o f  the use of 
public monies at the service delivery level should be the next focus. 
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Major  External Partner Activities 

Asian Development Bank (ADB). ADB has provided projects for a total o f  $662 mi l l ion since 1991 in 
addition to about $9 lmi l l ion in technical assistance and other grant activities. Initially, ADB support was in 
the form o f  quick disbursing program loans and investments in ail ing infrastructure sectors -- especially in 
power, transport and heating. Subsequently, ADB's support gradually shifted to projects in the agriculture, 
transport, urban, health, education, energy and finance sectors w i th  the objective o f  strengthening 
governance, promoting equitable growth and alleviating poverty. In 2004 an independent evaluation 
assessed ADB assistance as successful in contributing to Mongolia's economic and social transition. To  
further enhance the development impact o f  ADB's assistance, its most recent strategy i s  very selective and 
confined to projects in the social, transport and urban sectors, and regional cooperation. In 2008 ADB 
approved a total o f  $74.3 mi l l ion in grant projects and about $ 13.5 mi l l ion in technical assistance and other 
grants. In early 2009, wi th  the economic crisis deepening, ADB radically changed its 2009/10 projects and 
technical assistance program, focusing almost entirely on social safety nets and services to protect the poor 
from the crisis through a combination o f  program and project assistance. Over the medium to longer term 
ADB w i l l  continue to place emphasis on the social sectors and assistance for infrastructure including public 
private partnerships and transaction advice. 

Japan. Japan's assistance focuses on institution building (strengthening tax administration, accounting and 
auditing capability); human resources development via education and health initiatives; economic 
development with a rural focus; conservation; energy, infrastructure development (rehabilitation o f  power 
stations, rehabilitation o f  water supply facilities); financial sector development (banking corporate 
governance, industrial development policy, financial reform) and private sector development (two-stage 
loan for SMEs). 

European Bank for Reconstruction and Development (EBRD). EBRD supports enterprise development 
and sustainable development o f  natural resources through financing and co-investment w i th  reputable 
investors; investment in mining and associated infrastructure development; strengthening financial sector 
and capital markets development. 

European Union. The European Union focuses on education; health care provision; food security; 
facilitation o f  trade; tourism, rural sustainable development and investment and business information for 
SMEs. 

IMF: The IMF assists the Government on revenue management (including implementation o f  tax law, 
fiscal responsibility act, including advice on mining taxation); public finance management reform and 
improving monetary policy; strengthening central bank governance and reserve management, foreign 
exchange market operations and improvement o f  real sector and government finance statistics. 

Germany: The German assistance focuses on regional and rural economic development (trade and export 
policy, rural financial services, education, construction sector vocational education); economic 
development (SME development, improvement o f  legal framework, banking sector capacity building, loan 
guarantees for small business, support for mortgaging, mining inspection capacity building); health 
(AIDS/HIV prevention, improvement o f  diagnostics and treatment o f  STI), environment (township 
planning, air pollution monitoring) and energy (rehabilitation o f  thermal power station, renewable energy, 
energy efficiency). 

Millennium Challenge Corporation (MCC). Under a compact signed in October 2007, M C C  w i l l  
provide Mongolia with $285 mi l l ion o f  assistance over five years, focused on improving rai l  transportation, 
rural development (establishment o f  intensive and semi-intensive farming and agriculture), property rights 
(upgrade o f  the geospatial infrastructure, real estate registration network, construction o f  wells), education 
(demand-driven vocational education), and health (national program on prevention and control o f  non- 
communicable disease, prevention and treatment o f  some diseases). 

Netherlands: Netherlands' assistance focuses on strengthening environmental governance and natural 
resource management, including water resources, forestry, nature conservation, sustainable land 
management and regional economic development. 

United Nations. The United Nations Development Programme along wi th  other UN agencies supports 
governance reforms (aid coordination); human and chi ld rights and chi ld protection; access to justice and 



Attachment 5 

reform o f  juvenile justice system; and support to gender, health and education. The UN system also 
supports micro-finance for SMEs; sustainable pasture and land management; environmental governance 
and health risk assessment; strengthening disaster management and disaster risk reduction, and good 
governance for environment program. 

United States Agency for International Development (USAID): Areas o f  assistance include judicial 
reform (computerization, re-design o f  the courts, ethics and accountability); improvement o f  the business 
environment (tax system reform, encouraging business competitiveness); government reform 
(anticorruption measures); support to the energy sector; rural financial sustainability and biodiversity 
conservation. 
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Mongolia a t  a glance 4/21/09 

Key Development Indicators 

(2008) 

Population, mid-year (millions) 
Surface area (thousand sq. km) 
Population growth (%) 
Urban population (% of total population) 

GNI (Atlas method, US$ billions)' 
GNI per capita (Atlas method, US$)a 
GNi per capita (PPP, international $)O 

GDP growth (%) 
GDP per capita growth (%) 

(most recent estimate, 2003-2008) 

Poverty headcount ratio at $1.25 a day (PPP, %) 
Poverty headcount ratio at $2.00 a day (PPP. %) 
Life expectancy at birth (years) 
Infant mortality (per 1,000 live births) 
Child malnutrition (% of children under 5) 

Adult literacy, male (% of ages 15 and older) 
Adult literacy, female (% of ages 15 and older) 
Gross primary enrollment, male (% of age group) 
Gross primary enrollment, female (% of age group) 

Access to an improved water source (YO of population) 
Access to improved sanitation facilities (% of population) 

Mongolia 

2.6 
1,567 

0.9 
57 

3.4 
1,290 
3,160 

8.9 
6.9 

67 
34 
5 

99 
102 

72 
50 

East 
Asia & 
Pacific 

1,914 
16,299 

0.6 
43 

4,174 
2,180 
4,941 

10.5 
9.6 

18 
40 
71 
24 
13 

95 
87 

111 
109 

87 
66 

Lower 
middle 
income 

3,437 
35,510 

1 .o 
42 

6,485 
1,887 
4,544 

9.7 
8.6 

69 
41 
25 

93 
85 

112 
109 

88 
54 

Net Aid Flows 

(US$ millions) 
Net ODA and official aid 
Top 3 donors (in 2006): 

Japan 
Germany 
ltaly 

Aid (Yo of GNi) 
Aid per capita (US$) 

Long-Term Economic Tren 

Consumer prices (annual % change) 
GDP implicit deflator (annual % change) 

Exchange rate (annual average, local per US$) 
Terms of trade index (2000 = 

Population, mid-year (millions) 
GDP (US$ millions) 

Agriculture' 
Industry' 

ServicesC 

Household final consumption expenditure' 
General gov't final consumption expenditure' 
Gross capital formationa 

Exports of goods and services 
Imports of goods and services 
Gross savings' 

Manufacturingc 

1980 

2 

0 
0 
0 

0. I 
1 

2.0 

3.0 

1.7 
2,310 

16.7 
25.0 

58.3 

52.3 
24.9 
70.0 

23.9 
71.0 
22.3 

1990 2000 

13 217 

2 105 
4 19 
0 1 

0.7 20.1 
6 91 

325.5 8.1 
0.0 26.1 

5.0 1,076.7 
100 

2.1 2.4 
2,093 1,089 

(% of GDP) 
15.2 32.7 
40.6 20.3 
35.6 4.6 
44.2 47.0 

61.6 70.1 
29.8 15.4 
35.6 29.0 

22.4 56.4 
49.4 70,9 

6.3 8.5 

2008 

203 

47 
30 
14 

6.7 
78 

26.8 
22.4 

1,165.8 
123 

2.6 
5,258 

22.0 
25.3 
4.3 

52.7 

48.2 
13.0 
40.2 

57.0 
71.3 
37.3 

Age distribution, 2007 

Male Female 

75-79 

€0-54 

4549 

30-34 

15-19 

0 4  

15 10 5 0 5 10 15 
percent 

Under-5 mortality rate (per 1,000) I 120 1 

1990 1995 20W 2W5 

OMOngOlla oEaa Asia 8 Paclflc 

Growth of GDP and GDP per capita (Oh) 

15 T 

10 

5 

0 

5 

-10 

-15 1 
95 05 

-4-- GOP - GDP per capita 

1980-90 1990-2000 2000-08 
(average annual growth %) 
2.4 1.3 1.2 
5.4 1 .o 7.8 

1.4 2.5 5.6 
6.6 -2.5 6.9 

-9.7 8.2 
8.4 0.7 11.2 

Note. Figures in italics are for years other than those specified. 2008 data are preliminary. .. indicates data are not available. 
a. 2007 c. Constant prices 
b. Aid data are for 2006. 
Development Economics, Development Data Group (DECDG). 
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Mongolia 

Balance of Payments and Trade 

(US$ millions) 
Total merchandise exports (fob) 
Total merchandise imports (cif) 
Net trade in goods and services 

Current account balance' 
as a % of GDP 

Workers' remittances and 
compensation of employees (receipts) 

Reserves, including gold 

Central Government Finance 

(% of GDP) 
Current revenue (including grants) 

Current expenditure 

Overall surpius/deficlt 

Highest marginal tax rate (%) 

Tax revenue 

Individual 
Corporate 

External Debt and Resource Flows 

(US$ millions) 
Total debt outstanding and disbursed 
Total debt service 
Debt relief (HIPC, MDRi) 

Total debt (% of GDP) 
Total debt sewice (% of exports) 

Foreign direct investment (net inflows) 
Portfolio equity (net inflows) 

2000 

536 
676 

-156 

-69 
-6.3 

12 

141 

29.9 
22.2 
26.8 

-6.7 

896 
39 - 

82.3 
6.2 

54 
0 

2008 

2,530 
3,130 

-753 

-503 
-9.6 

90 

637 

34.8 
30.8 
28.5 

-5.0 

1,601 
60 - 

33.1 
1.9 

683 
-35 

Composition of total external debt, 2007 

Private& 1 f ?P 

Blietsral 533 

Other multi- 
lbteraI.611 

US5 millions 

Private Sector Development 

Time required lo start a business (days) 
Cost to start a business (% of GNI per capita) 
Time required to register property (days) 

Ranked as a major constraint to business 
(% of managers surveyed who agreed) 

Tax rates 
Access tohost of financing 

Stock market capitalization (% of GDP) 
Bank capital to asset ratio (%) 

2000 2008 

- 13 
- 4.0 - 11 

2000 2007 

.. 64.9 

.. 64.4 

3.4 15.6 

I Governance Indicators, 2000 and 2007 

Voice and accountability 

Political stability rn Regulatory quality 

Rule of law 

Control of CorruDtion 

25 50 75 100 

02007 Country's percentile rank (0.100) 
02000 hrghw values imply bstterratmgo 

Souroe KaUlmann.KrBay.Mas1NUI. World Bank 

Technology and Infrastructure 

Paved roads (% of total) 
Fixed line and mobile phone 

High technology exports 
subscribers (per 100 people) 

( O h  of manufactured exports) 

Environment 

Agricultural land (% of land area) 
Forest area (% of land area) 
Nationally protected areas (% of land area) 

Freshwater resources per capita (cu. meters) 
Freshwater withdrawal (% of internal resources) 

C02 emissions per capita (mt) 

GDP per unit of energy use 
(2005 PPP $per kg of oil equivalent) 

Energy use per capita (kg of oil equivalent) 

World Bank Group portfollo 

(US$ millions) 

IBRD 
Total debt outstanding and disbursed 
Disbursements 
Principal repayments 
Interest payments 

IDA 
Total debt outstanding and disbursed 
Disbursements 
Total debt service 

IFC (fiscal year) 
Total disbursed and outstanding portfolio 

Disbursements for IFC own account 
Portfolio sales, prepayments and 

repayments for IFC own account 

of which IFC own account 

MlGA 
Gross exposure 
New guarantees 

2000 

3.5 

11 

0.5 

63 
6.8 

1.3 

3.1 

2000 

0 
0 
0 
0 

137 
14 
1 

1 
1 
0 

0 

0 
0 

2007 

36 

1.7 

83 
6.5 

13.9 

13,626 

3.4 

2007 

0 
0 
0 
0 

331 
20 

6 

6 
6 
0 

I 

0 
0 

Note: Figures in italics are for years other than those specified. 2008 data are preliminary. 
.. indicates data are not available. -Indicates observation IS not applicable. 
a. Initial estimate for 2008. Updated estimate is $ -677 mn. 
Development Economics, Development Data Group (DECDG). 

4/21/09 
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Millennium Development Goals Mongolia 

With selected targets to achieve between 1990 and 2075 
(estimate closest to date shown, +/- 2 years) Mongolia 

Goal 1: halve the rates for extreme poverty and malnutrition 1990 1995 2000 2007 
Poverty headcount ratio at $1 25 a day (PPP, % of population) 
Poverty headcount ratio at national poverty line ( %  of population) 

Prevalence of malnutrition (% of children under 5) 

36 3 36 7 
7 3  7 5  Share of income or consumption to the poorest qunitile (Oh) 

11 6 4 8  

Goal 2: ensura that children are able to complete prlmary sch_oollng 
Pnmary school enrollment (net %) 90 90 91 
Pnmary completion rate (Oh of relevant age group) 76 07 109 
Secondary school enrollment (gross, %) 82 63 89 
Youth literacy rate (% of people ages 15-24) 

Goal 3: ellmlnaLa_gender dlaparity In educatlon and empower women _-__ ~ ~~ 

Ratio of girls to boys in pnmary and secondary education (%) 109 112 108 
Women employed in the nonagricultural sector (% of nonagricultural employment) 46 50 53 
Proportion of seats held by women in national parliament (%) 25 0 0 7 

Goal 4: reduce under-5 mortality by two-thlrds 
Under-5 mortality rate (per 1,000) 109 03 62 43 
Infant mortality rate (per 1,000 live births) 79 62 40 34 
Measles immunization (proportion of one-year olds immunized, %) 92 65 94 99 

Goal 5: reduce maternal mortality by three-fourths .- 
Maternal mortality ratio (modeled estimate, per 100,000 live births) 46 
Births attended by skilled health staff (% of total) 97 99 
Contraceptive prevalence (% of women ages 1549) 65 67 66 

Goal 6:  halt and begin to reverse the spread of HlVlAlDS and other major diseases 
Prevalence of HIV (% of population ages 15-49) 0.1 0.1 

Tuberculosis cases detected under DOTS (%) 7 63 97 
Incidence of tuberculosis (per 100,000 people) 220 210 199 188 

Goal 7 :  halve the proportlon of people without sustainable access to basic needs 
Access to an improved water source (% of population) 64 65 68 72 
Access to improved sanitation facilities (% of population) 47 40 50 
Forest area (% of total land area) 7.3 6.8 6.5 
Nationally protected areas (% of total land area) 13.9 

GDP per unit of energy use (constant 2005 PPP $ per kg of oil equivalent) 
C02 emissions (metric tons per capita) 4.7 3.5 3.1 3.4 

Goal 8: develop a global partnership for development 
3.2 3.4 4.9 6.1 Telephone mainlines (per 100 people) 

Mobile phone subscribers (per 100 people) 
Internet users (per 100 people) 
Personal computers (per 100 people) 

Education Indicators (%) 

.I""" 25 2wO 2002 2004 2W 

--P- Primary net enrollmenl ratio 

--O- Ratio of girls l o  bays in primary 8 secondary 
cdllratlon 

0 0  0 0  6 4  30 0 
0 0  0 0  1 3  12 2 

0 3  1 3  13 9 

I Measles immunlratlon (% of I-year olds) 

1980 1895 2000 2W6 

OMongolia OEast A ~ l a  6 P m l i c  

ICT lndlcators (per 100 people) 

4o 1 n 

2000 2002 2004 2008 

OFixed + mobile subscribers Olntemel uwrs 

Note: Figures in Italics are for years other than those specified. .. indicates data are not available. 

Development Economics, Development Data Group (DECDG). 

4/21/09 



CAS Annex B2 - 
Selected Indicators* of Bank Portfolio Performance and Management 

As of January, 2009 

70 of OED Projects Rated U or HU by Amt 3.7 0.0 

a. As shown in the Annual Report on Portfolio Performance (except for current FY). 
b. Average age of projects in the Bank's country portfolio. 
c. Percent of projects rated U or HU on development objectives (DO) and/or implementation progress (IP) 
d. As defined under the Portfolio Improvement Program. 
e. Ratio of disbursements during the year to the undisbursed balance of the Bank's portfolio at the 

beginning of the year: Investment projects only. 
* All indicators are for projects active in the Portfolio, with the exception of Disbursement Ratio, 

which includes all active projects as well as projects which exited during the fiscal year. 



Annex 83 - IDA Program Summary 
As Of 412012009 

Mongolia 

Proposed IDA Base-Case Lending Program e 

Fiscal year Proj ID Strategic Rewards b Implementation b 
US$(M) (H/M/L) Risks (HIMIL) 

2009 MN-MONSTAT 2 
Result 2 H L 

2010-1 1 DPC-1 40 
DPC-2 20 
Other projects -- see ISN para 54, footnote 14 28 
Result aa 

Overall Result 90 

H 
H 

M 
M 

a. This table presents the proposed program for the next three fiscal years. 
b. For each project, indicate whether the strategic rewards and implementation risks are expected to be high (H), moderate 
(M), or low (L). 

Template created on 04/27/2009. 



Annex 83 
Mongolia: IFC Investment Operations Program 

Commitments (US$m) 
Gross" 
Net*** 

0.00 6.39 51 . I9  1.24 
0.00 6.39 51 .I9 1.24 

Construction and Real Estatc 0 0 59 0 
Finance & Insurance 0 100 41 100 
Total 0 100 100 100 

Equity 0 6 6 72.00 
Guarantee 0 15 6 28.00 
Loan 0 78 59 0.00 
Quasi loan 0 1 29 0.00 
Total 0 100 100 100 

* As of January 31,2009 
**Original Commitment Amount 
***IFC's Own Account only 



Annex 64 - Summary of Major Nonlending Services - Mongolia 
As of 03/03/2009 

Economic Monitors Economic Monitors 
Poverty Assessment 
Technical Meetings 
Gender Assessment 
Enabling Environment for Social Accountability 
Investment ClimateiSupply Chain Survey 
Energy Study, Phase I1 
Rural Policy Note 
Civi l  Society Assessment 
Public Expenditure Tracking Survey in Education Sector 
Regional Development Policy Note 
Mining Report 
Child Money Program Policy Note 
Integrated Infrastructure Strategy 
CEM: Sources o f  Growth 
ROSC: Accounting and Auditing 
Mining Sector Review 
Governance Review 
Financial Sector Assessment Program (FSAP) 
Republic o f  Korea-Mongolia Remittance Flows 
Building Sk i l l s  for the New Economy 

Poverty Assessment 
Technical Meetings 
Public Expenditure and Financial Management Review 
Policy Notes on Pension Reform 
Southern Mongolia Infrastructure Study 
Mongolia Corporate Governance ROSC Assessment 
Insolvency and Credit Rights ROSC 
Trade Facilitation and Integration 
Livestock Sector Study 
Air Pollution Work 
Mining Background Notes 
Analysis on Banking Sector Vulnerabilities 
Civi l  Service Policy Note 
Ger Area Development Strategy 
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Mongolia Social Indicators 
Latest single year Same regionlincome group 

East Lower- 
Asia & middle- 

1980-85 1990-95 2001-07 Pacific income 

POPULATION 
Total population, mid-year (millions) 

Urban population (% of population) 
Total fertility rate (births per woman) 

POVERTY 
(% of population) 
National headcount index 

Urban headcount index 
Rural headcount index 

Growth rate (% annual average for period) 

INCOME 
GNI per capita (US$) 
Consumer price index (2000=100) 
Food price index (2000=100) 

INCOMEKONSUMPTION DISTRIBUTION 
Gini index 
Lowest quintile (% of income or consumpfion) 
Highest quintile (% of income or consumption) 

SOCIAL INDICATORS 
Public expenditure 

Health (% of GDP) 
Education (% of GNl) 

Net primary school enrollment rate 
(% of age group) 

Male 
Female 

Access to an improved water source 
(% of population) 

Urban 
Rural 

Total 

Total 

Immunization rate 
(% of children ages 12-23 months) 

Me as I e s 
DPT 

Child malnutrition (% under 5 years) 
Life expectancy at birth 
(years) 

Total 
Male 
Female 

Mortality 
Infant (per 1,000 live births) 
Under 5 (per 1,000) 
Adult (15-59) 

Male (per 1,000 population) 
Female (per 1,000 population) 

Maternal (per 100,000 live births) 
Births attended by skilled health staff (%) 

1.9 2.3 2.6 1,914.1 3,437.1 
2.8 1.5 1.3 0.8 1.1 

55.0 56.8 57.0 43.3 41.7 
5.0 3.1 2.3 2.0 2.3 

36.3 36.1 
38.5 30.3 
33.1 43.4 

1,240 400 1,290 
46 170 
58 197 

2,180 1,887 
145 144 

33.2 32.8 
7.3 7.5 

40.4 40.5 

3.3 1.6 2.0 
2.7 4.7 

90 91 
89 90 
91 93 

93 90 
93 91 
93 90 

87 88 
96 96 
81 83 

65 72 
96 90 
24 48 

89 77 
89 75 
13 25 

18 
80 

85 99 
88 99 

5 

60 
59 
62 

64 67 
63 66 
66 69 

71 
69 
73 

69 
67 
71 

86 
121 

62 34 
83 43 

24 
29 

41 
54 

202 
128 
300 
69 

320 
273 

251 268 
21 1 175 

46 
99 

165 
104 
150 
87 

CAS Annex 85. This table was produced from the CMU LDB system. 04/27/09 
Note: 0 or 0.0 means zero or less than half the unit shown. Net enrollment rate: break in series between 1997 and 1998 due to 
change from ISCED76 to ISCED97. Immunization: refers to children ages 12-23 months who received vaccinations before one 
year of age or at any time before the survey. 



CAS Annex B6. Mongolia - Key Economic Indicators 
As of January, 2009 

"** .,.,. ,.. , I  . . ~ .  . ,,,, ~ 4.. 

National accounts (as % of GDP) 

ment 

Private investment 

EXPO& (GNFS)' 
Imports (GNFS) 

100.0 
20-6 
25.0 
54.3 

81.7 
32.1 
3.3 

28.7 

5'7.7 
74.8 

1,448 

560 

7.0 
Gross Domestic Income 

Gross domestic product at market prices 
Total consumption 
Private consumption 

Real annual per capita growth rates (%, calculated from 05 prices) 
5.7 

Balance of Payments (US$ millions) 
Exports (GNFS)' 

Resource balance 
Net current transfers 
Current account balance 

Net private foreign direct investment 
Long-term loans (net) 
Other capital (net, incl. errors & ommissions) 
Change in reservesC 

Memorandum items 
Resource balance (% of GDP) 
Real rates (YR05 prices) 
Mer rts (FOB) 

Merchandise imports (CIF) 

Pri 
Manufactures 

835 
627 

1,084 
827 

-249 
162 

-1 02 

132 
-1 52 

23 
97 

-17.2 

-0.4 

5.8 

Public finance (as % of GDP at market pricesfd 
Current revenues 30.9 
Current expenditures 24.7 

6.3 
5.1 

-9.0 

rowth 

42.4 
49.6 
91 .o 

157.3 

1 

66.6 
77 5 

14 

680 

10.6 

9.1 

1,208 
872 

1,405 
971 

233 
24 

93 
54 

-1 77 
-35 

-1 0.9 

-1 97 

31.5 
24.0 

7.5 
4.7 
3.4 

*4 
.4 
.2 

25.8 

1 

64.3 
68.2 

800 

7.3 

5.3 

1,483 
1 ,o 
1,s 
1,166 

-90 
222 

30 

185 
-3 

-1 54 
-135 

-3.9 

29.7 
21.4 
8.3 

1 .o 
4.6 
1.7 

18.8 

100.0 
19.5 

59.2 
32.3 
4.4 

27.9 

64.4 
59.6 

990 

8.6 

7.2 

2,031 
1,545 
1,880 
1,516 

151 
189 
222 

290 
37 

-160 
389 

4.8 

36.4 
26.4 
10.0 
4,7 
2 '0 

42.4 
3 
4 

100.0 

11.0 
26.0 

64 2 
61 5 

1,280 

10.2 

8.5 

2,523 
I ,949 
2,416 
2,003 

107 
217 
265 

360 
45 

-191 
288 

2.7 

40.1 
26.1 
13 9 
9.8 
1 .o 

52 2 
3 
1 
4 

5,258 

8.9 

6.9 

3,136 
2,667 
3,752 
3,131 

174 
-616 

-503 

682 
114 

-632 
-338 

-1 1.7 

34.8 
28.5 
6.3 

10.2 
0.7 

8 
4 

28.2 
59.1 

loo.u 

5 

2.7 

2,177 
1,858 
2,645 
2,059 

290 
-468 

-262 

31 7 
377 

-399 
33 

-1 1.6 

100,o 

59.0 
69.9 

4,332 

4 3  

2,554 
2,211 
3,030 
2,457 
-476 
302 

-268 

330 
441 

-339 
164 

-1 1 .o 



CAS Annex B6. Mongolia - Key Economic Indicators 
As of January, 2009 

3."--... 

Y i  

Price indicest YR05 =IO01 

a. "GNFS denotes "goods and nonfactor services." 
b. Includes net unrequited transfers excluding oficial capital grants. 
c. Includes use of IMF resources. 
d. Consolidated central government. 
e. "LCU" denotes "local currency units." An increase in US$/LCU denotes appreciation. 
f. BoM 7-day CBB rate deflated by CPI inflation. 
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Mongolia - Key Exposure Indicators 
AS or January, LUUY 

Actual Estimated Projected 
Indicator 2004 2005 2006 2007 2008 2009 2010 

Total debt outstanding and 
disbursed (TDO) (US$m)a 

Net disbursements (US$m)a 

Total debt service (TDS) 
(US$m)a 

Debt and debt service indicators 

TDOIXGS~ 
TDOiGDP 
TDS/XGS 
ConcessionaliTDO 

IBRD exposure indicators (%) 
I B R D  DSipublic DS 
Preferred creditor DSipublic 
DS (%)' 
IBRD DSiXGS 
IBRD TDO (US$mld 

Of which present value o f  
guarantees (US$m) 

Share o f  IBRD portfolio (%) 
IDA TDO (US$mId 

IFC (US$m) 
Loans 
Equity and quasi-equityc 

1,312 

57.1 

87.2 

98.7 
73.7 

6.4 
103.7 

0.0 
21.0 

0.0 
0.0 

0.0 
287.3 

0.4 
0.0 

1,360 

69.4 

37.3 

85.2 
59.7 

2.3 
96.5 

0.0 
52.9 

0.0 
0.0 

0.0 
276.2 

3.9 
2.6 

1,414 

60.0 

45.7 

66.4 
44.3 

2.2 
97.8 

0.0 
46.2 

0.0 
0.0 

0.0 
301.2 

3.8 
2.6 

1,529 

45.9 

51.2 

58.6 
38.9 

2.0 
98.2 

0.0 
48.3 

0.0 
0.0 

0.0 
325.5 

4.8 
1.6 

1,601 

76.1 

60.5 

53.8 
33.1 

1.9 
98.7 

0.0 
47.1 

0.0 
0.0 

0.0 
338.4 

34.8 
4.5 

1,796 

282.9 

93.2 

84.7 
46.8 

4.2 
91.6 

0.0 
32.5 

0.0 
0.0 

0.0 
391.4 

55.0' 
3.9': 

2,048 

332.3 

76.3 

78.8 
47.8 

2.9 
88.5 

0.0 
42.0 

0.0 
0.0 

0.0 
435.8 

MIGA 
MIGA guarantees (US$m) 

a. Includes public and publicly guaranteed debt, use o f  IMF credits and net short- 

b. "XGS" denotes exports o f  goods and services, including workers' remittances. 
c. Preferred creditors are defined as IBRD, IDA, the regional multilateral development banks, the IMF, and the 

Bank for International Settlements. 
d. Includes present value o f  guarantees. 
e. Includes equity and quasi-equity types o f  both loan and equity instruments. 

term capital. 
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