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Mongolia 2007 Performance Report 

 
Operating Unit Performance Summary 

 
In 1991 Mongolia shook off dependence on the Soviet Union and embarked on far-reaching political and 
economic reforms.  In FY07, USG assistance focused on consolidating these reforms.  This included support 
for development of a robust economy that is increasingly competitive in trade, investment and job creation, 
and support in improving government accountability, transparency and corruption. 
 
In terms of improving governance, the USG focuses on reform of the justice system, anti-corruption, and 
support to the legislature.  Notable successes in justice system reform in FY07 included implementation of 
case management procedures in all Mongolian courts, and expanded access to legal services.  To confront 
corruption, the USG supported certification of prosecutors, improved processing/prosecution of ethics 
complaints, and improved arrest and detention standards. The USG provided assistance to a new 
independent corruption agency which established corruption hotlines and published officials’ asset & 
income disclosures.  USG support for the legislature included public hearings by the parliament, adoption of 
committee rules of procedure, improved constituent services, and efforts to improve women’s political 
participation.  More than 3,000 Mongolians received training in FY07 across these program elements. 
 
The USG seeks to facilitate rapid, sustained, and broad based economic growth by improving the enabling 
environment and industry competitiveness, while also expanding economic opportunities for marginalized 
Mongolians.  Significant achievements in FY07 included USG assistance in the implementation of 
comprehensive tax reform, and in the privatization of Gobi Cashmere, the largest in Mongolia’s history.  
Access to long-term finance was improved via development of a securitized mortgage market.  In order to 
sustain growth across the entire economy, USAID provided assistance to enhance national energy security.  
This included the introduction of audited financial statements for energy companies, and implementation of 
performance agreements.  The USG significantly expanded economic opportunities by providing assistance 
to 7,129 microenterprises, including facilitating loans worth approximately $2 million USD.  
 
The USG met/exceeded all 14 FY07 program element indicator targets.  Projects are compliant with 
environmental standards per 22 CFR 216.  USG assistance supports Mongolia’s transformation into a 
sustained partner of the United States.  
 
Program Area Performance \ 2 Governing Justly & Democratically \ 2.1 Rule of Law and Human 
Rights 
 
In 1990 Mongolia abandoned communism and embarked on a far-reaching set of political reforms.  The 
USG has supported that transition under this program area primarily by helping to strengthen Mongolia’s 
justice system.  Since 2001, USAID, via a grant to the National Center for State Courts, has been the lead 
donor helping Mongolia to implement a comprehensive set of reforms to create an effective, accountable, 
and equitable justice system.  In FY07, USAID provided continued support for the implementation of 
Mongolia’s strategic plan for reform of the justice system.  Key areas of success for FY07 included 
improved administrative systems in all 83 courts in Mongolia, implementation of case management 
procedures and standards, professional training for approximately 1,150 justice system personnel including a 
majority of women, implementation of mandatory continuing legal education, expanded access to legal 
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services for low income and marginalized communities, and an extensive and effective public outreach 
campaign via television and radio to inform the Mongolian public regarding their legal rights.  The overall 
result of this assistance is that the USG is closer to achieving its objective of supporting the transition of 
Mongolia’s judiciary into an independent, transparent branch of government that is a check on the power of 
the executive and legislative branches.    
 
Program Element Performance \ 2 Governing Justly & Democratically \ 2.1 Rule of Law and Human 
Rights \ 2.1.3 Justice System 
 
In FY07 USG support, via a USAID grant to the National Center for State Courts, improved administrative 
systems within all 83 courts in Mongolia.  This support included ongoing implementation of automated case 
flow management processes and procedures, introduction of transparent performance evaluation systems, 
improved access to case information, and development of strategic plans for all courts. Based on USAID 
recommendations, courts will streamline rules and procedures including eliminating duplications, and 
implementing new procedures and the use of caseflow indicators to evaluate performance. The changes 
include newly approved procedures for civil, criminal, and administrative case filing, numbering, stamping, 
and retention.  USAID recommendations for structuring a modern performance based evaluation system 
were adopted that will replace outdated socialist ranking systems.  
 
In FY07, USAID strengthened the professionalism of the justice system by providing support in the reform 
and development of continuing legal education, while also improving the quality of private law schools by 
developing relevant curricula.  A major success in FY07 was passage of a mandatory system for continuing 
legal education recommended by USAID, as well as changes to support more objective examinations. Of 
note, USAID support included extensive training on the new criminal and criminal procedures, and the civil 
procedures codes.  Approximately 1,150 judicial sector personnel received training in FY07, including a 
majority of women. 
 
In FY07, USAID continued to promote expanded access to justice via legal services and public information 
campaigns.  USAID supported legal clinics provided legal advice to 245 low-income citizens, and sponsored 
the development and distribution of more than 1,500 sample written contracts for herders to use in livestock 
transactions.  USAID also supported the development and continued broadcast of highly rated television and 
radio programs informing the public of their legal rights.   
 
In FY07, USAID met or exceeded all indicator targets for this program element. 
 
Element Indicator Narrative \ 2 Governing Justly & Democratically \ 2.1 Rule of Law and Human 
Rights \ 2.1.3 Justice System 
 
USAID Mongolia met or exceeded targets for all indicators in FY07.   Targets are unchanged, or only 
minimally higher for FY08 given that the project will be entering close-out during FY08.  For the indicator 
related to the number of justice sector personnel trained it is important to note that the targets and indicators 
for FY06/07/08 are reported as CUMULATIVE results.  The FY07 specific #\'s would be 1,149 justice 
system personnel trained (586 women and 563 men).  There are a total of 83 courts in Mongolia.   USAID 
works with all of them in implementation of case management reform.  The number of legal 
institutions/associations supported is also a cumulative figure and includes all 83 courts.  The ratio of new 
case filings to case dispositions refers to a ratio of 1.33.  133 is provided given the system cannot handle 
decimals. 



Page 03 

 
Program Area Performance \ 2 Governing Justly & Democratically \ 2.2 Good Governance 
 
Since 1990 Mongolia has worked to develop an open democratic system, maintain political stability, and 
build transparent, accountable government institutions.  While there is widespread public consensus on 
broad democratic principles, Mongolia’s government institutions often operate in a non-transparent manner 
and with less than satisfactory accountability.   
 
The USG is active in supporting two mutually reinforcing program elements within the Good Governance 
program area.  USAID, via its support to the International Republican Institute, continues to work to 
improve legislative processes and procedures, and to uphold democratic practices.  In the rapid transition to 
democracy and a free-market economy, corruption has also emerged as a significant threat to Mongolia’s 
democracy.  USAID support for anti-corruption in this program area, is implemented both by the National 
Center for State Courts (NCSC) as well as by The Asia Foundation (TAF).  
 
Notable successes in FY07 related to work with the legislature include the second public hearing by the 
parliament; adoption of formal committee rules of procedure; analysis to support future reforms in campaign 
finance; public forums with members of parliament on legislative issues; extensive training for parliament 
members and staff on improved constituent services; and a robust effort to include women in the political 
process that has resulted in training for over 1,000 women. 
 
Notable successes in FY07 related to anti-corruption include professional certification of prosecutors, 
improved processing and prosecution of complaints regarding judicial integrity, training for more than 800 
people, and improved arrest and detention standards. USAID provided assistance in the drafting and 
implementation of the Criminal Procedures Code which was ratified in August 2007, and included the 
Independent Agency Against Corruption (IAAC). USAID has supported the establishment and institutional 
strengthening of the IAAC, including development of an organizational and business plan, and the 
communications and public awareness strategy.  The latter included establishment of a formal corruption 
reporting hotline, creation of a website, and the publication of government officials’ asset and income 
disclosure forms.  USAID suppported NGO run anti-corruption hotlines in rural areas which registered more 
than 2500 calls, and developed an anti-corruption curriculum introduced at Mongolian universities. 
 
Program Element Performance \ 2 Governing Justly & Democratically \ 2.2 Good Governance \ 2.2.1 
Legislative Function and Processes 
 
Although no FY07 resources were used to support this program element, the USG continued to use prior 
year resources to improve legislative processes and procedures, and to uphold democratic practices during 
FY07. USAID, via a grant to the International Republican Institute, worked to strengthen the procedures of 
the parliament and to increase public participation, particularly by women, in the political and legislative 
process.   
 
In terms of improved legislative procedures, ongoing advocacy efforts supported by USAID in FY07 
yielded two additional parliamentary committees adopting formal rules of procedures.  A draft assessment 
on campaign finance reform was also produced to inform and support future legislative efforts in this area. 
 
Notable success in FY07 also included improvements in terms of public, especially womens\', access to the 
political and legislative process.  Successes included the second ever public hearing by the State Great Hural 
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(SGH), the Mongolian parliament. To further increase public accountability and voter education, USAID 
sponsored public forums on issues of public interest for the constituencies of six members of parliament. In 
FY07, training was also provided to 180 legislative staff and members to improve the quality of constituent 
services.  Increasing women’s participation in the political process was a priority throughout.  More than 
1,000 women were trained in FY07 from all across Mongolia, two women participated in fellowship 
programs, and 12,300 copies of “Women’s Participation in Politics” bulletins were published and 
distributed.  The true impact of outreach efforts to women will not be known until the results of the national 
elections in 2008.      
 
No indicator targets were established for this program element in the FY07 Operational Plan.  The project 
did, however, meet or exceed performance targets established by USAID. 
 
Program Element Performance \ 2 Governing Justly & Democratically \ 2.2 Good Governance \ 2.2.4 
Anti-Corruption Reforms 
 
In FY07, USAID supported reforms that strengthened the ability of the justice system to successfully 
prosecute and sanction unethical behavior.  The General Prosecutor’s Office (GPO) introduced professional 
certification of prosecutors, reformed prosecutor selection and evaluation procedures, improved public 
outreach and accountability, and strengthened budget management and financial controls.  USAID 
assistance to the Judicial Disciplinary Committee included support for implementation of new software 
systems to track complaints and cases.  The number of cases/complaints increased in FY07, and the number 
of resulting disciplinary actions more than doubled.  USAID provided training and equipment in support of 
the independent Special Investigative Unit (SIU) which pursues crimes committed by justice sector 
personnel.  Processing times for complaints are down, the quality of investigations has improved, and 
successful convictions are on track to surpass prior year levels.  USAID recommendations were adopted that 
led to the amendment of the criminal procedure code to improve arrest and detention standards, as well as 
the rights of juveniles.   
 
USAID programs helped promote intolerance of corruption through legislative advocacy and institution 
building, media training, public awareness and education activities.  In FY07 USAID provided extensive 
support to the newly-established Independent Agency Against Corruption (IAAC).  Support for the IAAC 
included the development of personnel systems, a business plan and budget, and organizational structure that 
helped boost the annual IAAC budget. A communications, public awareness and education strategy for the 
IAAC was launched that included creation of a website to publish officials’ assets and income, and 
establishment of a corruption hotline for citizens. USAID supported NGO-run hotlines in rural areas which 
registered more than 2,500 calls.  Citizen complaints resulted in administrative sanctions, including 
termination of some public sector officials.  In FY07, an anti-corruption television program was produced 
that has been expanded due to popular support. An ethics and corruption curricula was also introduced at the 
Academy of Management and at the National University of Mongolia Law School, to train public sector 
officials.  
 
USG assistance in FY07 exceeded program element indicator targets.   
 
Element Indicator Narrative \ 2 Governing Justly & Democratically \ 2.2 Good Governance \ 2.2.4 
Anti-Corruption Reforms 
 
USAID Mongolia exceeded FY07 targets for training of both government and NGOs in anti-corruption.  
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Indicators represent annual, not cumulative numbers.  FY08 targets remain valid. 
 
Program Area Performance \ 4 Economic Growth \ 4.2 Trade and Investment 
 
Mongolia’s reforms during the past 15 years are remarkable, but work remains to expand Mongolia’s 
commercial interaction with the rest of the world.  Extensive bureaucracy in trade facilitation, remaining 
state control of some key segments of the economy, and policies that limit incentives for trade, investment, 
and economic expansion remain obstacles.  In addition, even with an improved policy environment, many 
Mongolian firms are unfamiliar with the quality standards required in international markets.   
 
In FY07, USAID worked to address both sets of barriers.  On the policy front, a major accomplishment was 
the implementation of national tax reform that reduced corporate, personal, excise, and value added tax 
rates, and simplified tax compliance to reduce the size of the informal economy.  Previous tax policy posed 
one of the primary obstacles to Mongolia’s long term competitiveness, and the reforms increased simplicity, 
transparency and efficiency of the tax system while introducing a number of progressive changes to improve 
the overall investment environment.   
 
Another major accomplishment in FY07 was significant USAID assistance in the privatization of Gobi 
Cashmere.  Building on a successful history of support for privatization efforts in Mongolia, the open 
international tender of Gobi Cashmere netted $13.8 million USD.  The privatization, the largest in 
Mongolia’s history, is expected to bring new investment and expertise to the sector while generating 
substantial long-term tax revenues for Mongolia. 
 
USAID programs in FY07 also helped build trade knowledge and skills at the firm and sector levels. USAID 
provided expert technical assistance in key (non-mineral) sectors where Mongolia has a comparative 
advantage, including tourism, natural fibers, and selected niche-market products. USAID support to the 
cashmere industry resulted directly in export orders of $8 million USD, with projections in excess of $20 
million USD for FY08.  Other major accomplishments during FY07 include establishment of several 
tourism information centers, amendment of Mongolia’s tourism law, development and adoption of a 
National Tourism strategy, and establishment of a website portal for tourism in Mongolia.  Overall, USAID 
provided assistance to 28 companies, and trained 501 people to build capacity to export.   
 
Program Element Performance \ 4 Economic Growth \ 4.2 Trade and Investment \ 4.2.1 Trade and 
Investment Enabling Environment 
 
To improve Mongolia’s trade and investment competitiveness, USG support focused on critical policy 
issues, including tax reform, privatization, and trade facilitation.    
 
Building on a multi-year advocacy and analytical effort supported by USAID via a contract to Chemonics, 
FY07 witnessed the implementation of comprehensive tax reform in Mongolia.  The reforms reduced 
corporate, personal, excise, and value added tax rates, and took effect on January 1st, 2007. These reforms, 
supported with USAID technical assistance, were critical in addressing one of the primary obstacles to 
Mongolia’s long term competitiveness, job creation, and private sector-driven economic growth.  The 
reforms increased simplicity, transparency and efficiency of the tax system and introduced a number of 
progressive changes to improve the overall investment environment. The value added tax was reduced from 
15% to 10%, an investment tax credit of 10% was established, a loss carry-forward provision was 
implemented, and improved depreciation allowances and a re-investment tax credit wereincluded in the 
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amended tax law.  Reduction of tax rates and simplified compliance should help to significantly reduce the 
size of the informal economy.  
 
Another major accomplishment in FY07 was USAID assistance in the privatization of the Gobi Cashmere 
company.  The international tender,  the largest in Mongolia\'s history, netted $13.8 million USD,and is 
expected to help revitalize the sector by bringing new expertise and investment while also generating 
substantial long-term tax revenues for the GOM.   
 
The World Bank’s 2008 Doing Business report ranked Mongolia 168th out of 178 countries on the Trading 
Across Borders indicator, reflecting excessive documentary requirements to conduct trade.  During FY07, 
USAID assisted in the preparation of a national program to establish a single electronic window (SEW) for 
trade facilitation.  USAID was also asked to assist the National Committee on Trade and Transportation with 
the development of a national program to improve transit and transportation.   
 
USAID\'s plans to work with new national economic and trade policy councils did not occur due to changes 
in political leadership.  Policy reforms in these areas, however, continued aggressively as described above.  
USG assistance in FY07 exceeded the program element indicator target and the FY08 indicator target has 
been upwardly revised. 
 
Program Element Performance \ 4 Economic Growth \ 4.2 Trade and Investment \ 4.2.2 Trade and 
Investment Capacity 
 
To broaden its economic base - which is highly dependent on minerals exports - and to reduce poverty, 
create jobs, and broaden the base of beneficiaries from economic growth, Mongolia must diversify and 
expand its export offerings. A key constraint to expanding exports is Mongolian firms’ lack of knowledge 
and appreciation of export market quality standards.  USAID, via a contract with Chemonics, addresses this 
constraint by providing expert technical assistance in key (non-mineral) sectors where Mongolia has a 
comparative advantage, including tourism, natural fibers, and selected niche-market products.   
 
A major accomplishment during FY07 was the successful negotiation of a public-private partnership to 
establish Mongolia’s first Tourist Information Center.  Based on this model, Mongolia has opened two more 
in Mongolia and another in Tokyo at its own expense.  USAID advisors have also helped the private-sector 
to work with the GOM\'s Ministry of Roads, Transport, and Tourism on a number of projects, including 
amending Mongolia’s tourism law, adopting a National Tourism strategy, organizing an international 
tourism fair, and establishing the first comprehensive internet website portal for tourism in Mongolia.   
 
USAID support to the cashmere industry included technical assistance to develop new export markets in the 
U.S. and Europe for value-added Mongolian cashmere products.  In FY07, this resulted directly in export 
orders of $8 million USD, with projections in excess of $20 million USD for FY08. 
 
In FY07 USAID exceeded all indicator targets for this program element.  USAID provided assistance to 28 
companies (versus a target of 15), and trained 501 people (versus a target of 340) to build export capacity.   
 
 
Element Indicator Narrative \ 4 Economic Growth \ 4.2 Trade and Investment \ 4.2.1 Trade and 
Investment Enabling Environment 
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The FY07 target was exceeded. USAID assisted both the Mongolian Agency for Standards and Metrology 
and the State Specialized Inspection Agency (SSIA) in developing their portions of the national program for 
the establishment of the single electronic window (SEW) for trade facilitation that was approved in May 
2007.   USAID also assisted the Financial Regulatory Commission on securitazation laws and regulations, 
the Energy Regulatory Authority on market design and rules, the Information and Communications 
Technology Agency on GoM website standards, and the Mongolian Tax Authority on reforms to tax policy 
and administration.  The FY08 target has also been upwardly revised. 
 
Element Indicator Narrative \ 4 Economic Growth \ 4.2 Trade and Investment \ 4.2.2 Trade and 
Investment Capacity 
 
USAID exceeded all indicator targets for this program element in FY07.   FY08 targets have remained 
constant or have been revised downward to reflect the likelihood that this portion of the project will be 
downsized during the next FY. 
 
Program Area Performance \ 4 Economic Growth \ 4.3 Financial Sector 
 
Although Mongolia has adequate liquidity in the financial sector, it continues to face major barriers to the 
provision of financial services for broad-based growth, including high interest rates, a lack of long-term 
capital and reliable credit information, and barriers to loan foreclosure and asset recovery.  Mongolian banks 
have limited access to long-term capital, and this means that they are not able to make long-term loans, thus 
dampening business growth and discouraging homebuyers. 
 
During FY07 the USG worked with public and private stakeholders to explore solutions to the lack of long-
term finance in the form of securitized portfolios of existing mortgage loans for sale on the secondary 
market.  The results are promising.  USAID assistance to the Mongolian Mortgage Corporation (MIK) has 
supported the subscription of eleven shareholder banks.  The first tranche of securitized residential 
mortgages worth approximately $1 million USD was completed in November, 2007.  
 
During FY07, USAID also provided critical technical assistance to the Bank of Mongolia on a number of 
important pieces of financial sector legislation that will establish the market prerequisites and infrastructure 
for the expansion of mortgage-backed securities.  This included technical assistance for draft laws to 
facilitate a private-sector credit information bureau, asset-backed securities, and covered bonds. The Bank of 
Mongolia has reviewed and accepted the draft laws and plans to submit them to Parliament during FY08. 
 
USG assistance provided in FY07 will ultimately help to strengthen and improve financial intermediation in 
Mongolia, and expand affordable, long-term financing to promote greater homeownership and to finance 
micro, small, and medium sized businesses. 
 
Program Element Performance \ 4 Economic Growth \ 4.3 Financial Sector \ 4.3.2 Financial Services 
 
During FY07, USAID, via a contract with Chemonics, worked to reduce lending risks and increase the 
ability of banks to provide affordable long-term loans to businesses and homebuyers.  Specifically, USAID 
assistance helped the Mongolian Mortgage Corporation (MIK), the first Mongolian bank consortium, to 
begin its first offering of mortgage backed securities.  The MIK currently has eleven shareholder banks 
subscribed.  The first tranche of securitized residential mortgages worth approximately $1 million USD was 
completed in November, 2007.  Two additional tranches of approximately the same size are also under 
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development.  USAID is also in the process of assisting in the establishment of a program of transparent 
housing subsidies for low income families.   
 
During FY07, USAID also provided critical technical assistance to the Bank of Mongolia for a number of 
important pieces of financial sector legislation that will establish the market prerequisites and infrastructure 
to enable the expansion of mortgage-backed securities.  This included technical assistance into draft laws to 
facilitate a private-sector credit information bureau, asset-backed securities, and covered bonds. The Bank of 
Mongolia has reviewed and accepted the draft laws and will take the lead in the process of submission of 
draft laws to Parliament during FY08. 
 
USG assistance in FY07 exceeded the program element indicator target and the FY08 indicator target has 
been revised upward. 
 
Element Indicator Narrative \ 4 Economic Growth \ 4.3 Financial Sector \ 4.3.2 Financial Services 
 
USAID exceeded the FY07 target.  USAID provided assistance to the Mongolian Mortgage Corporation 
(MIK), the first Mongolian bank consortium, to begin its first offering of mortgage backed securities.  
USAID also assisted the Bank of Mongolia on policies and procedures for primary and secondary mortgage 
markets, the Financial Regulatory Commission on reform of securitization laws, and the Mongolian Bankers 
Association on a new draft law on a private sector Credit Information Bureau.  The indicator target for FY08 
has been revised upward. 
 
Program Area Performance \ 4 Economic Growth \ 4.4 Infrastructure 
 
Mongolia’s demand for energy is growing rapidly with its expanding mining and construction sectors.  
Mongolia’s energy sector, however, is still state-owned for generation, transmission, and distribution 
functions.  To meet increasing demand and to reverse the degradation of its current generation, transmission, 
and distribution facilities, Mongolia must attract substantial private investment.  The consequences of not 
upgrading the sector include both near-term and long-term dampening of economic growth, as well as 
increased potential for power and heat failures.   Attracting new domestic and foreign investment into the 
sector will not be possible unless Mongolia establishes a more transparent and sound regulatory 
environment, including a comprehensive energy strategy, fully commercialized energy companies, tariff 
increases reflecting true service cost, and a performance benchmarking system.   
 
USAID is the primary donor providing technical support in these areas to Mongolia’s Energy Regulatory 
Authority (ERA).  Past support to the ERA has built its reputation as the best independent regulator in 
Central Asia.  In FY07, with USAID technical assistance, the ERA introduced a uniform chart of accounts 
for energy sector companies to be complaint with International Financial Reporting Standards (IFRS). To 
support this effort, USAID helped in the establishment of an audit unit at ERA, which conducted five audits 
in FY07 to help guide licensees to improve their financial situation, better manage the company, and 
improve operations.  USAID also helped the ERA design and implement its first performance agreement 
with a licensee company to encourage improvement in financial, managerial, and operational performance.   
USAID continues to provide analytical support for commercial pricing of energy, but momentum and 
political will hasn’t yet emerged to undertake the necessary reforms.  USAID assistance in FY07 also 
supported disaster planning scenarios related to electricity and heating to prepare Mongolia in the event of 
the possible failure of a significant portion of the Ulaanbaatar district electricity-heating system. 
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Program Element Performance \ 4 Economic Growth \ 4.4 Infrastructure \ 4.4.1 Modern Energy 
Services 
 
Mongolia is in danger of a serious energy shortfall, at which point it will have to import significant power 
from Russia.  This shortfall accelerates as the mining sector rapidly expands.  Mongolia does not have the 
capital to expand its state-owned energy sector, so it must attract private investment in new facilities and use 
existing capacity efficiently.  Tariffs do not reflect costs of production, and energy generation plants have 
little incentive to invest in facilities, control losses or introduce efficiencies.   
 
In FY07, USAID worked on several fronts to improve functioning of the Energy Regulatory Authority 
(ERA) in establishing and operating an effective energy regulatory body for the energy sector of Mongolia.  
In FY07 an assessment of the ERA was conducted to help guide future reforms.  This led to tangible 
improvements in several areas, including improved energy sector financial statements.  In FY07 the ERA 
introduced a uniform chart of accounts for energy sector companies to be compliant with International 
Financial Reporting Standards (IFRS). This was addressed as a priority area in order to establish true cost of 
service, improve efficiency, and to introduce appropriate tariffs that recover all costs and will enable future 
privatization. USAID supported the establishment of an audit unit at the ERA, which conducted five audits 
in FY07 to guide licensees on how to improve their finances, management, and operations.  USAID also 
helped the ERA design and implement its first performance agreement with a licensee company which has 
since made improvements across all benchmarks.   
 
In FY07, USAID continued to focus on reforms to introduce market pricing for energy, including support to 
the ERA in development of an improved tariff structure, which is expected to be implemented in FY08.  The 
Energy Working Group (EWG), co-chaired by USAID, is considering a number of recommendations but 
energy pricing remains highly political and more momentum and political will is needed to push through 
meaningful reform. In FY07 USAID also supported disaster planning to prepare Mongolia in the event of 
failure of the Ulaanbaatar district electricity-heating system.  Such a catastrophe could leave thousands of 
citizens without heat, which would endanger lives during the freezing winter months.   
 
USG assistance in FY07 met/exceeded the program element indicator targets and remains on track to meet 
the FY08 indicator targets.  
 
Element Indicator Narrative \ 4 Economic Growth \ 4.4 Infrastructure \ 4.4.1 Modern Energy Services 
 
Indicator targets were met/exceeded for both program element indicators in FY07.  There are only 19 energy 
enterprises of any consequence in Mongolia, and USAID worked to improve operations of all of them in 
FY07---and will continue to do so into FY08.  The FY07 target related to training was exceeded and the 
FY08 target will also likely be exceeded. 
 
Program Area Performance \ 4 Economic Growth \ 4.7 Economic Opportunity 
 
Mongolia’s sustainable transition to a democracy and market economy depends in large part on the extent to 
which its citizens benefit economically from reforms.  Despite robust GDP growth, migration of the rural 
poor to the urban areas has been spurred by shrinking livelihood opportunities for the poor, stagnation in 
rural employment, and limited access to markets.  Discontent over the lack of economic opportunities and 
growing income disparity have emerged as major political issues.   
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In FY07, USAID worked aggressively to expand opportunities for the poor by strengthening viable 
commercial activity in both rural and peri-urban areas.   These areas were specifically targeted as 
undergoing rapid economic transitions with markedly higher rates of unemployment and poverty.  This was 
achieved through the provision of various business development services, training, employment matching, 
and loan facilitation.  It should be noted that the United States Department of Agriculture is also active in 
supporting similar activities using wheat monetization funds, but those results are not included within this 
narrative. 
   
The results in FY07 were impressive.  Overall, USAID substantially exceeded the FY07 program element 
indicator target, providing assistance to 7,129 microenterprises. As a result, USAID upwardly revised the 
FY08 target.  USAID also substantially exceeded almost all implementing mechanism targets.  USAID 
successfully facilitated access to loans to approximately 1,600 microenterprises for a combined value of 
approximately $2 million USD, and increased availability, access, and use of business information to 
approximately 500,000 people.   USAID projects demonstrated increased commercial viability that may 
allow services to be spun-off to private entities in the near to medium term.   
 
Program Element Performance \ 4 Economic Growth \ 4.7 Economic Opportunity \ 4.7.3 Strengthen 
Microenterprise Productivity 
 
In FY07, support to peri-urban regions in business development, employment, and information services 
produced impressive results that substantially exceeded targets and prior year results.  The project, managed 
by CHF, exceeded targets by concentrating on existing markets, refining products, and building on years of 
support to these districts.  Overall, assistance was provided to approximately 6,800 businesses, with an 
estimated increase of more than 1,600 jobs generated, and approximately 1,300 residents matched to job 
opportunities.  In FY07, job matching successes typically resulted in higher average salaries and length of 
employment.  In FY07, The project also provided successful loan facilitation services for approximately 
1,400 businesses.  The number of loans facilitated increased by 7% from FY06 and the volume by 31%, 
while average loan terms increased, and interest rates decreased.  Demand for services was also 
demonstrated by a significant increase in service fees collected.  In FY07, service fees totaled $82,356 USD, 
an increase of more than 60% from FY06, and an almost 300% increase from FY05.  The success of 
increasing service fees to cover greater portions of program expenses, may ultimately allow some 
components of the project to become commercially viable on a stand-alone basis.  
 
USAID also provided assistance to rural business development programs focused on the vast Gobi region.  
In FY07, funds continued to help herder groups expand their businesses; to develop cooperatives; to support 
businesses that add value to herder and non-herder products; and to link rural businesses to financial 
services.  In FY07, the project, implemented by Mercy Corps, provided technical assistance for business 
expansion to 368 businesses, facilitated a total of 198 new loans valued at approximately $500,000 USD, 
provided access to business information to approximately 500,000 people (19% of the population), and 
provided training to more than 5,000 clients, including a majority of women.  Fees generated from trainings 
covered an average of 33% of the total costs of the training.   
 
USAID exceeded the FY07 indicator target for the program element.  The two projects combined to provide 
assistance to 7,129 microenterprises, and USAID upwardly revised the FY08 target.  
 
Element Indicator Narrative \ 4 Economic Growth \ 4.7 Economic Opportunity \ 4.7.3 Strengthen 
Microenterprise Productivity 
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USAID Mongolia substantially exceeded targets in FY07 by concentrating on existing markets, refining 
products, and building on years of support to these areas.  USAID Mongolia has upwardly adjusted the 
FY08 target.  The results are annual, not cumulative. 
 
Key Issue Performance \ Anti-Corruption 
 
In the rapid transition to democracy and a free-market economy, corruption has emerged as a significant 
threat to Mongolia’s democracy.  USAID Mongolia supports anti-corruption largely through assistance to 
Mongolia’s justice system, but also supports anti-corruption through important synergies within other parts 
of our program.  For example, USAID supported economic reforms in customs, tax policy and 
administration, as well as energy sector operations that limit the scope and opportunity for rent-seeking.  
Notable successes in FY07 related to anti-corruption include professional certification of prosecutors, 
improved processing and prosecution of complaints regarding judicial integrity, training for more than 800 
people, and improved arrest and detention standards. USAID Mongolia provided assistance in the drafting, 
and implementation of the Criminal Procedures Code which was ratified in August 2007, and included the 
establishment of the Independent Agency Against Corruption (IAAC). USAID has supported the 
establishment and institutional strengthening of the IAAC, including development of an organizational and 
business plan, and a communications and public awareness strategy.  The latter included establishment of a 
formal corruption reporting hotline, creation of a website, and the publication of government officials’ asset 
and income disclosure forms.  USAID also developed an anti-corruption curriculum which has been 
introduced at Mongolian universities.  
 
Key Issue Performance \ Microenterprise 
 
USAID/Mongolia supports microenterprise development both through direct support to businesses in 
marginalized areas, as well as through important synergies within other parts of our program.  For example, 
small and micro-enterprises in the rural areas contribute significantly to trade, an area where 
USAID/Mongolia is supporting policy reform efforts.  In FY07, USAID activities worked aggressively to 
expand economic opportunities for the poor in both rural and peri-urban areas.  These areas were 
specifically targeted as undergoing rapid economic transitions with markedly higher rates of unemployment 
and poverty.  This was achieved through the provision of various business development services, training, 
employment matching, and loan facilitation.  It should be noted that the United States Department of 
Agriculture is active in supporting microenterprise activities using wheat monetization funds, but results are 
not included within this narrative.  Overall, USAID/Mongolia provided assistance to 7,129 microenterprises, 
facilitated access to loans for approximately 1,600 microenterprises for a combined value of approximately 
$2 million USD, and increased availability, access, and use of business information to approximately 
500,000 people.   USAID/Mongolia microenterprise projects demonstrated increased commercial viability 
for some activities, that may allow services to be spun-off to private entities in the near to medium term. 
 
Key Issue Performance \ Trade Capacity Building 
 
Mongolia’s reforms during the past 15 years are remarkable, but work remains to expand Mongolia’s 
commercial interaction with the rest of the world.  Extensive bureaucracy in trade facilitation, state control 
of segments of the economy, and policies that limit incentives for trade and investment remain obstacles.  In 
addition, even with a perfect policy environment in place, many Mongolian firms are unfamiliar with the 
standards required in international markets.  In FY07, USAID worked to support policy reform via technical 
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assistance for  comprehensive tax reform, and support for privatization of Gobi Cashmere (a growing export 
sector).  The 2008 Doing Business report ranked Mongolia 168th on Trading Across Borders.  During FY07, 
USAID assisted in the preparation of a national program to establish a single electronic window for trade 
facilitation.  USAID was also asked to assist with the development of a national program on transit and 
transportation.  USAID helped build trade knowledge and skills in FY07 by providing technical assistance in 
key sectors where Mongolia has a comparative advantage, including tourism, natural fibers, and selected 
niche-market products. USAID support to the cashmere industry resulted directly in export orders of $8 
million USD, with projections in excess of $20 million USD for FY08.  Other major accomplishments 
include establishment of tourism information centers, amendment of Mongolia’s tourism law, and adoption 
of a National Tourism strategy.  
 
Key Issue Performance \ Clean Energy 
 
In FY07 USAID Mongolia helped substantially in the development and passage of the new Renewable 
Energy Law; development and acceptance of a Power Purchase Agreement for a privately funded 50MW 
wind power farm that has now received all required licenses and is under implementation; project 
structuring for the Ministry of Finance\'s 220 MW hydro-electric power plan on the Egiin River; and the 
Energy Research and Development Center’s revision of an energy sector master plan to include clean energy 
initiatives.  
 
 


