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��� � º���� �¿���� � ��� � ��������¿ � � � � � �
���� � � � � � � � � » � » � »��� � � ���
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���������� �¿ � � »���������¿ � � � ������������� � � � �¿ ��
����� » � » � »����������� � � � � � � � � ����� � �

��������������� � � � � � �¿ � � � � � � � � »���
���������� � � � � � �¿ � ���������� � � � � � � � �

���������� � � � � � �¿ � � � »�������� � � � � �
������� �¿ � � �¿»�������� � � ��������� � � �¿ ������� �

�� � »����� � ��� ����¿ � � ���� � � � � �
���� � � � � � � � � � � � � �
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�L���� º ����������������� � � � � � � � � � » � » �
� »���������������� � � �¿ � � � � � � � � � �

���� � � � � � � ���� � � � � �
�� ���

�LL������������� � � � � � � » � » � »����� � � � �
����� � � » � »������������ � � � � � � � � �

��������������� � � � � � � � � � � � » � »
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��������� �¾ �¾ � � ����������� � � � � ���������� �¿������ �
���������� � � � � � � � � �¿»�������� � � � � � ����

����� � �¿ �� � � � � � � � � �� � �� �¿ � � �¿
���� �¿ � � »����� ������������� � � � � � � � � � � � ���
������ � � � ��������� � � � ��������� � � � � ������ �������� � �

������������� � � � � � � � � » � »� � � ���
������������� � � � � � � � � � � » � »������ �¿ � �

������������������� � � � � � � � � » ���������� � � � �¿ � �
��� � � »�������� � � �¿ � � � � ������ � � �
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����������� � � � � � � � � � � �������� � � � �
���������������� � � � � � �¿ � � � � � � � � »

�»�������������� � � � � � � � � � � � � ���� � �
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�»�������������� � � �¿ � � � � � � � � ����� � � � �
�� � ������� � � � � ������������� �¿ � � � � � � � �

����������� � � � � � � � �¿ » � »�� � ������ � � � � �
������ � � � � � »������������ � � � � � � � � �

����������������� � � � �¿ � � � � � � � � � » � » � »���
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�� �¿ � � � � � »� � � � ���� � � � � �

�������������� � � � � � � � � � � � � � ���
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APPENDIX I

1

COUNTRY DATA

MONGOLIA

Land area (km2 thousand) 2000 1/ 1 567 GNI per capita (USD) 2000 1/ 390
Total population (million) 2000 1/ 2.4 GNP per capita growth (annual %) 2000 1/ 1.7 a/
Population density (people per km2) 2000 1/ 2 Inflation, consumer prices (annual %) 2000 1/ 7.6 a/
Local currency Tugrik (MNT) Exchange rate:  USD 1 = MNT 1 108

Social Indicators Economic Indicators
Population (average annual population growth rate) 1.9 GDP (USD million) 2000 1/ 975
1980-99 2/ Average annual rate of growth of GDP 2/
Crude birth rate (per thousand people) 2000 1/ 21 a/ 1980-90 5.4
Crude death rate (per thousand people) 2000 1/ 6 a/ 1990-99 0.7
Infant mortality rate (per thousand live births) 2000 1/ 58 a/
Life expectancy at birth (years) 2000 1/ 67 a/ Sectoral distribution of GDP 2000 1/

% agriculture 32 a/
Number of rural poor (million) (approximate) 1/ 0.3 % industry 30 a/
Poor as % of total rural population 2/ 33    % manufacturing n.a.
Total labour force (million) 2000 1/ 1.2 % services 39 a/
Female labour force as % of total 2000 1/ 47

Consumption 2000 1/
Education General government final consumption expenditure (as 18 a/
School enrolment, primary (% gross) 2000 1/ 88 a/ % of GDP)
Adult illiteracy rate (% age 15 and above) 2000 1/ 37 Household final consumption expenditure, etc. (as % of 63 a/

GDP)
Nutrition Gross domestic savings (as % of GDP) 21 a/
Daily calorie supply per capita, 1997 3/ 1 917
Malnutrition prevalence, height for age (% of children 25 a/ Balance of Payments (USD million)
Under 5) 2000 1/ Merchandise exports 2000 1/ 400
Malnutrition prevalence, weight for age (% of children 13 a/ Merchandise imports 2000 1/ 440
Under 5) 2000 1/ Balance of merchandise trade -40

Health Current account balances (USD million)
Health expenditure, total (as % of GDP) 2000 1/ n.a.      before official transfers 1999 1/ -126
Physicians (per thousand people) 1999 1/ n.a.      after official transfers 1999 1/ -52
Population without access to safe water (%) 1990-98 3/ 32 Foreign direct investment, net 1999 1/ 30
Population without access to health services (%) 0
1981-93 3/ Government Finance
Population without access to sanitation (%) 1990-98 3/ n.a. Overall budget deficit (including grants) (as % of GDP) -10.4

1999 1/
Agriculture and Food Total expenditure (% of GDP) 1999 1/ 24.1
Food imports (% of merchandise imports) 1999 1/ 14 a/ Total external debt (USD million) 1999 1/ 891
Fertilizer consumption (hundreds of grams per ha of 38 Present value of debt (as % of GNI) 1999 1/ 59
Arable land) 1998 1/ Total debt service (% of exports of goods and services) 4.8
Food production index (1989-91=100) 2000 1/ 83.8 1999 1/
Cereal yield (kg per ha) 2000 1/ 956

Lending interest rate (%) 2000 1/ 30.3
Land Use Deposit interest rate (%) 2000 1/ 13.8
Arable land as % of land area 1998 1/ 0.8
Forest area (km2 thousand) 2000 2/ 106
Forest area as % of total land area 2000 2/ 6.8
Irrigated land as % of cropland 1998 1/ 6.4

a/ Data are for years or periods other than those specified.
n.a. = information not available
1/ World Bank, World Development Indicators database
2/ World Bank, World Development Indicators, 2001
3/ UNDP, Human Development Report, 2000
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PREVIOUS IFAD FINANCING TO MONGOLIA

Project Name Initiating
Institution

Cooperating
Institution

Lending
Terms

Board
Approval

Loan
Effectiveness

Current
Closing Date

Loan/Grant
Acronym

Currency Approved
Loan/Grant

Amount

Disbursement
(as % of

approved
amount)

Arhangai Rural Poverty Alleviation
Project

IFAD UNOPS HC 17 Apr 96 04 Nov 96 31 Dec 03 G - I - 12 - MN USD  50 0 99.9%

Arhangai Rural Poverty Alleviation
Project

IFAD UNOPS HC 17 Apr 96 04 Nov 96 31 Dec 03 L - I - 412 - MN SDR 3 450 000 50%
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LOGICAL FRAMEWORK

Narrative Summary Verifiable Indicators Means of Verification Important Assumptions
Project Goal Goal to Supergoal

1 Sustainable and equitable
poverty reduction in livelihood in
insecure aimags

1 Population below official poverty
lines reduced by 67% by 2010

1 Statistic reports and
M&E

1   Other ongoing
programmes continued and
coordination achieved

1 Achieve income growth for
herders and urban dwellers

2 Increase impact of social
services

1 Incidence of preventable disease
reduced

2 School drop-outs decreased by
50% and 4 500 IGAs started

3 More than 6 000 jobs sustainably
created

4 Average income of 80 000
beneficiaries doubled by project
end

1 Statistic reports and
M&E

1 Prices and demand
elastic

2 No major droughts
recorded

3 Support service costs
remain in line with
outputs

Project Outputs Outputs to Purpose
1.1 Rangeland management

systems strengthened
1.2 Herder resilience to

natural calamities
improved

1.1.1 377 herder communities
organized in RMMCs

1.1.2 377 bag-level rangeland
management plans
established

1.1.3 4 veterinary associations
established

1.1.4 540 wells rehabilitated
1.1.5 Rodent-control research

programme executed
1.1.6 1 615 haymaking

demonstrations held

1.1.1 PIU reports

1.1.2 PIU reports

1.1.3 PIU reports

1.1.4 PIU reports
1.1.5 PIU reports

1.1.6 PIU reports

1.1.1 Participatory
management
methods adopted
and fully supported

1.1.2 Pump management
arrangements
successfully
implemented

1.2 Support services for
livestock development
strengthened

1.2.1 4 aimag labs rehabilitated,
veterinarians retrained in
486 sessions

1.2.2 16 breeding associations
established

32 staff of same trained and
annual shows supported

1.2.3 Emergency funds established
and allocated

1.2.1 MFA reports

1.2.2 MFA reports

1.2.3 PIU reports 1.2.3 Triggers monitored

2 Livestock and crops
extension service
established

2.1 3 Aimag centres built and
equipped
78 soum offices rehabilitated
78 soum livestock officers
trained
377 bag ‘herder schools’
established
Weekly radio transmissions
made

2.2 64 soum crops officers
trained
464 demonstrations held
18 000 vegetable starter
packets distributed

              Weekly radio transmissions
made

2.1 MFA reports

2.2 MFA reports

3 IGAs supported 3.1 77 IGA shops established
9 720 households supported
for self-learning

3.2 1 485 households supported
for (semi) commercial
vegetable growing
2 070 herder households
supported for herd upgrading
or scaling up
800 households supported
with other IGA training
provided for all the above

3.1 PIU reports

3.2 PIU reports 3.2 Technical inputs of
good quality, skill
trainers identified
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4. Poverty and gender-
sensitive financial services
provided by private banks

4.1 4 Bank aimag offices
upgraded
40 soum bank counters
established
Staff of above trained

4.2 2 150 herding and haymaking
loans extended
8 400 other investment and
seasonal loans provided for
IGAs

4.1 PIU and PRFI reports

4.2 PIU and PRFI reports

5 Appropriate credit
channel(s) identified

Spreads attractive to
banks, given perceived
risk

5. Social services improved 5.1 6 annual campaigns for
woman-headed household
IGAs
6 annual campaigns on
family planning

5.2 3 900 school drop-outs
reintegrated
21 bag primary schools
upgraded
73 mobile kindergartens
provided
24 soum primary school
dormitories rehabilitated

5.3 49 feldsher (rural doctors)
posts upgraded
2 soum hospitals built
61 soum hospitals
rehabilitated
353 baseline health workers
retrained

5.1 Mongolian Women’s
Federation (MWF)
reports
Reports of the
Ministry of Science,
Education and
Culture (MOSTEC)

5.2 Reports of the
Ministry of Health
and Social Welfare
(MOHSW)

6 Management institutions
established at all levels

6.1 4 aimag PIUs
6.2 77 soum committees

6 PIU reports

Activities Inputs Means of verification Important assumptions

1.1.1 Establish RMMCs 1.1.1 Materials (USD 0.1 million) 1.1.1 Project M&E system 1.1.
1

PRA training sustained

1.1.2 Prepare resource maps 1.1.2 Materials (USD 0.1 million) 1.1.2 Project M&E system 1.1.2

1.1.3 Train herders 1.1.3 Daily subsistence allowance
(DSA) and materials (USD 0.1
million)

1.1.3 Project M&E system 1.1.3

1.1.4 Repair wells 1.1.4 Work and equipment (USD 1.0
million)

1.1.4 Project M&E system 1.1.4

1.1.5 Train attendants 1.1.5 DSA and materials (USD 0.1
million)

1.1.5 Project M&E system 1.1.5

1.1.6 Control rodents 1.1.6 Materials (USD 0.1 million) 1.1.6 Project M&E system 1.1.6
1.1.7 Support winter feeding 1.1.7 Inputs, DSA and materials (USD

0.4 million)
1.1.7 Project M&E system 1.1.

7
Experiments are successful

1.2.1 Rehabibilitate veterinary
support

1.2.1 Building and equipment (USD 0.7
million)

1.2.1 Project M&E system 1.2.
1

Counterpart funds
available on time

1.2.2 Train veterinarians 1.2.2 DSA and materials (USD 0.1
million)

1.2.2 Project M&E system 1.2.2

1.2.3 Train herders 1.2.3 DSA and materials (USD 0.1
million)

1.2.3 Project M&E system 1.2.3

1.2.4 Establish Veterinary
associations

1.2.4 Materials (USD 0.1 million) 1.2.4 Project M&E system 1.2.4

1.2.5 Establish breeding
associations

1.2.5 Materials (USD 0.1 million) 1.2.5 Project M&E system 1.2.5

1.2.6 Train staff of above 1.2.6 DSA and materials (USD 0.1
million)

1.2.6 Project M&E system 1.2.6

1.2.7 Support research and
development (R&D)

1.2.7 Work and equipment (USD 0.3
million)

1.2.7 Project M&E system 1.2.7

1.2.8 Establish emergency fund 1.2.8 Annual allocation (USD 0.8
million)

1.2.8 Project M&E system 1.2.8

2.1 Establish/Upgrade extension
units

2.1 Building and equipment (USD 0.4
million)

2.1 Project M&E system 2.1 Counterpart funds
available on time

2.2 Set up herder field schools 2.2 Building and equipment (USD 0.6
million)

2.2 Project M&E system 2.2

2.3 Train extension staff 2.3 DSA and materials (USD 0.4
million)

2.3 Project M&E system 2.3
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2.4 Provide extension inputs 2.4 Materials (USD 0.5 million) 2.4 Project M&E system 2.4
3.1 Establish IGA shops 3.1 Building and equipment (USD 0.3

million)
3.1 Project M&E system 3.1

3.2 Train focal points 3.2 DSA and materials (USD 0.1
million)

3.2 Project M&E system 3.2

3.3 Run household self-learning 3.3 DSA and materials (USD 0.2
million)

3.3 Project M&E system 3.3 Trainers paid on soum
budgets

3.4 Run IGA management
Training

3.4 Wages, materials (USD 0.7
million)

3.4 Project M&E system 3.4

3.5 Run technical skills training 3.5 Wages, materials (USD 0.4
million)

3.5 Project M&E system 3.5 Outside resources
assured

3.6 Monitor programme
(NDNFE)

3.6 Wages, materials (USD 0.1
million)

3.6 Project M&E system 3.6

4.1 Upgrade aimag/soum
participatory financial
institution (PFI) facilities

4.1 Building and equipment (USD 0.1
million)

4.1 Project M&E system 4.1 Sub-loan agreement(s)
signed with Financial
Institution(s)

4.2 Train staff of above 4.2 DSA and materials (USD 0.1
million)

4.2 Project M&E system 4.2 TA recruited as
stipulated

4.3 Establish revolving funds 4.3 Annual allocation (USD 0.9
million)

4.3 Project M&E system 4.3

4.4 Assess, disburse, recover
Loans

4.4 Work with beneficiaries (p.m.) 4.4 Project M&E system 4.4

5.1 Train woman-headed
households in special IGAs

5.1 Wages, materials for MWF (USD
0.3 million)

5.1 Project M&E system 5.1 Sub-loan agreement
signed with MWF

5.2 Run family planning
Campaign

5.2 Wages, materials for MWF (USD
0.1 million)

5.2 Project M&E system 5.2

5.3 Prepare and transmit radio
messages

5.3 Wages, materials for MWF (USD
0.1 million)

5.3 Project M&E system 5.3

5.4 Support women’s
associations

5.4 Building and equipment for MWF
(USD 0.1 million)

5.4 Project M&E system 5.4

5.5 Support drop-outs 5.5 Wages, materials for MWF (USD
0.3 million)

5.5 Project M&E system 5.5

5.6 Upgrade bag schools 5.6 Building and equipment for MWF
(USD 0.2 million)

5.6 Project M&E system 5.6

5.7 Set up mobile bag
kindergartens

5.7 Materials (USD 0.3 million) 5.7 Project M&E system 5.7 Teachers paid on soum
 budgets

5.8 Equip soum schools 5.8 Materials (USD 0.5 million) 5.8 Project M&E system 5.8
5.9 Train teachers 5.9 DSA and materials (USD 0.4

 million)
5.9 Project M&E system 5.9

5.10 Train soum doctors 5.10 DSA and materials (USD 0.2
 million)

5.10 Project M&E system 5.10

5.11 Equip bag health staff 5.11 Materials (USD 0.2 million) 5.11 Project M&E system 5.11
5.12 Train bag health staff 5.12 DSA and materials (USD 0.2

 million)
5.12 Project M&E system 5.12

5.13 Upgrade soum clinics 5.13 Building and equipment (USD 1.1
 million)

5.13 Project M&E system 5.13

5.14 Train village health assistants 5.14 DSA and materials (USD 0.1
 million)

5.14 Project M&E system 5.14

6.1 Train management staff 6.1 DSA and materials (USD 0.1
 million)

6.1 Project M&E system 6.1 Counterpart funds
 available on time

6.2 Recruit technical assistance 6.2 Contracts (USD 0.4 million) 6.2 Project M&E system 6.2
6.3 Purchase equipment 6.3 Equipment (USD 0.2 million) 6.3 Project M&E system 6.3
6.4 Coordinate R&D efforts 6.4 Study funds (USD 0.4 million) 6.4 Project M&E system 6.4
6.5 Organize management and

monitoring workshops/
seminars

6.5 Wages, materials (USD 0.2
 million)

6.5 Project M&E system 6.5 TA recruited as
stipulated

6.6 Pay staff 6.6 Wages and emoluments (USD 0.5
 million)

6.6 Project M&E system 6.6

6.7 Incur recurrent costs 6.7 Miscellaneous (USD 2.8 million) 6.7 Project M&E system 6.7 TA recruited as
stipulated
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PROGRAMME COMPONENTS AND IMPLEMENTATION ARRANGEMENTS

Programme description

1. The goal of the RPRP is to achieve sustainable and equitable poverty eradication for about
80 000 vulnerable rural households living in an environment with increasingly degraded natural
resources. This requires increased outputs, notably of staple livestock products and vegetables
obtained from long-term sustainable production systems and resources, and improved access to social
services. To achieve the livestock production objectives, support to herders’ community-based
organizations and rehabilitation of rangeland support systems are seen as essential. Credit and focused
training will be the principal tools in increasing income and other types of production. For this support
to have its full effect, key support mechanisms, notably crop and livestock input supply and extension
services need strengthening. To achieve a significant improvement in social service access, especially
for herder households, essential services, adequately equipped both in logistic and staffing terms,
must be provided. RPRP aims to alleviate the financial and technical constraints that currently limit
the performance of the important services of health and education. Of equal importance is instilling an
openness to progress among the target population.  Therefore, a substantial training and motivational
programme will be included. RPRP, which will be implemented over a seven-year period, will have
five interrelated components: (i) livestock and natural resource management; (ii) other economic
activities; (iii) rural financial services; (iv) social development; and (v) management.

Implementation arrangements

2. Institutional framework. The administrative system comprises a multi-tier structure from the
central government, to the aimag, soum and finally bag level, the lowest level of formal authority.
Herder communities are further organized in khot ail groups. Aimags, soums and bags all have governors
as representatives of central power. Each level also has a khural that oversees the local administrative
apparatus. Local officials at each level have considerable autonomy in decision-making and
responsibility for ensuring that the planned work is carried out. These officials have wide-ranging power
to levy taxes and duties. Theoretically, local taxation should fund a growing proportion of local public
resources, but the tax bases are very weak.

Livestock and natural resource management

3. RPRP activities related to livestock and natural resource management are organized in four sub-
components: (i) organization of rational rangeland management systems, including rangeland
management institutions, water supply rehabilitation, rodent control and winter fodder provision; (ii)
improvement of livestock support services, particularly veterinary, breeding and livestock extension
services; (iii) scaling up of herds for individual herders; and (vi) the establishment of an emergency
fund.

4. The linchpin of rangeland development under the RPRP will be the establishment of the
RMMCs. The RPRP builds on pilot experiences of community-based natural resource management
achieved with the support of the German Agency for Technical Cooperation (GTZ) in other parts of
Mongolia. The strategy will be to reach existing, mostly lineage-based khot ails and special interest
groups (SIGs) and integrate these into RMMCs. On average, one RMMC for each bag will emanate
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from the local parliament. In this way, RMMCs will reflect societal structures and represent the needs
of all strata of the beneficiary communities.

5. RMMC will establish methods for the sustainable use of grazing resources. To achieve this,
staff trained in PRA methods will assist RMMC members in assessing available options. RMMCs
first identify the various natural resources present in the bag and soum. Miscellaneous natural
resources may include grazing areas, hay and crop fields, water sources, forests and protected zones,
in addition to essential elements of infrastructure such as, roads, schools and hospitals. Their findings
are then consolidated in a commonly agreed resource map. On the basis of these resource maps,
RMMC members can identify, in a participatory manner, winter camps, and grazing and haymaking
zones, and issue possession licenses to the users. RMMC will decide on user applications and allocate
appropriate haymaking fields accordingly. However, all decisions on land allocation and use will be
made within the legal framework and the land law. As a legal authority, the bag governor will
approve decisions made by RMMC. The bag RMMC will present the proposals to the soum
parliament, which is the next level of governance. The proposals of the bag assembly will be
discussed, amended and approved. This document will then be forwarded to the aimag authorities, in
particular PIU, for consideration and further comments. Another important task of RMMCs will be to
dispute resolution, which will be facilitated by their strong participatory nature.

6. Due to a lack of management and maintenance over the past decade, the once numerous range
watering points are now in short supply. This has provoked unbalanced stocking of the ranges, leading
to excessive grazing around functioning watering points and undergrazing in water-deprived areas. To
address this problem, the RPRP will provide the necessary funds to local institutions to repair
approximately 540 wells in a timely manner. In agreement with the soum governor, the soum
RMMCs, as the representative institutions of the herders, will select and appoint a well attendant, who
will receive a repair kit and training. The attendant may collect water fees to cover remuneration and
well maintenance costs.

7. The RPRP will support two research activities. The first will be a research and development
(R&D) programme to be carried out in each of the four RPRP aimags. This R&D programme will
assess the causes and extent of rodent damage to the rangelands and investigate economically viable
and environmentally acceptable control measures. The second RPRP research programme aims to
update knowledge on production, marketing and use of animal feed in the context of the rapidly
changing economic climate of the country. These in-depth investigations will allow the programme to
recommend appropriate measures with regard to winter feeding preparations. In this way, the RPRP
will assist in hay production for winter-feeding through experiments, demonstrations and appropriate
technology training. As part of the IGA sub-component, the RPRP will assist hay producers in
accessing credit for the purchase of inputs and haymaking equipment, such as a mower, scythes and
sickles. Small enterprises willing to engage in the manufacture or trade of concentrate will also be
supported under the IGA sub-component.

8. A limited number of herders will be eligible for a livestock loan under the IGA revolving credit
fund of the RPRP. This fund targets herders capable of managing a herd in an appropriate manner but
possessing a herd just below the accepted viability threshold. The livestock loan will enable these
herders to invest in increasing livestock production. Candidates will need to go through a substantial
approval and screening process at bag, soum and PIU level, with a further financial screening at the
bank level. Candidates will also need RMMC certification, confirming that additional livestock will
not impair the carrying capacity of the rangeland.

9. The piority of the RPRP’s priority is to enhance the resilience of rural households to the harsh,
but unavoidable, weather conditions. However, the full effects of the proposed measures can be
appreciated only over time. The occurrence of a dzud in the early stages of RPRP could obliterate any
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positive programme impact, undermining beneficiary commitment to proper management practices.
Therefore, an emergency fund of about USD 0.8 million will be established to support herders in the
first three to four years of the programme. Reallocating unused portions of the fund to incremental
development action, at least two years before completion date, will be part of the terms of reference of
the PR.

10. Technical support service. The RPRP will enhance the capabilities and outreach of private
veterinary services mainly through the following activities: (i) renovation of veterinary laboratories at
aimag and soum level; (ii) technical, financial and management training for veterinarians; and (iii)
establishing branches of veterinary associations in all four RPRP aimags. These associations will
organize training and provide advice on legal and technical issues. They will also support the supply of
veterinary medicine.

11. The Mongolian breeding stock has excellent endurance but productivity is comparatively low.
There is also the danger of a quality decline in cashmere hair due to inappropriate breeding practices.
To safeguard against this, RPRP encourages suitable and interested herders to become specialized
breeders and build formal breeding associations. Finance and infrastructure will be provided to support
activities such as training in breeding techniques and establishing breeding pools in each aimag.
Approximately four breeding associations need to be founded per aimag to cover the important species
adequately.

12. Extension systems. The livestock improvements depend on the provision of timely and
appropriate advice and support to practitioners. Therefore, the RPRP will strengthen the national
Agricultural Extension Centre (AEC), a semi-state extension service with an office in Ulaan Baatar.
AEC will be the head organization in the extension office branches in the RPRP area. While Bulgan
already has one extension office,   the RPRP will create and staff AEC branches in the three remaining
aimags. In the soums, offices will be renovated and staffed with one livestock officer, and a further
crop officer in soums where crop and vegetable cultivation is an important activity. Appropriate
training for the officers and the provision of a motorcycle will enhance the outreach to remotely
located herders.

13. A special initiative under RPRP is that herders (and vegetable growers) will be encouraged to
meet regularly and form a herder field school (HFS). The RPRP will provide basic office equipment
for a HFS office and a meeting room in the bag governor building. As it is solely beneficiary-led,
HFS will provide herders with the opportunity to identify their problems and work out their own
solutions. Herders will educate themselves through experiments and demonstrations, assisted by the
soum extension agent, with back-up by AEC.

Other economic activities

14. This component will primarily target poor herder and non-herder households, and individuals
living in the rural centres. Constituting a smaller group than poor herders, poor families in rural centres
tend to have access to even fewer resources and are often as consequence even worse off. Their only
advantage is easier, less costly access to services. Access to income is crucial for development in rural
centres. The RPRP will assist this group in exploring opportunities for income-generation, either through
self-employment or through wage labour.

15. RPRP will support individuals or small groups in the creation of small business ventures. This
support will come principally in the form of both training and an appropriate financial package. To
achieve this, the RPRP will enter into a subsidiary loan agreement with PRFI, which will provide the
financial package for IGAs and the enterprise training and management package. Moreover, the RPRP
will establish IGA support centres, where information on marketing, administrative, fiscal and financial
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matters specific to small enterprises will be made available. IGA focal points in these centres will
facilitate the process for participants by acting as a link between the beneficiary, local administration and
PRFI.

16. Vegetable and crop cultivation is considered a particularly significant IGA. Vegetable growing is
important because it can greatly improve the nutritional standards not only of the practitioners, but also
of the herders who purchase the vegetables. Moreover, it provides practitioners with the opportunity of
income-generation and of even restocking of their herd. For the specific purpose of supporting this
activity, the extension system will be built up in conjunction with the relevant livestock services.
Additionally, Therefore, the RPRP will run a large-scale campaign to promote vegetable cultivation and
consumption, and stimulate market demand. Vegetable cultivators will be supported through training and
demonstrations by the soum extension services. A number of national research institutions will provide
technical assistance and high-quality seeds.

17. A second track to income-generation for the rural centre poor will involve supporting small
existing enterprises. It is expected that this support will lead to the recruitment of individuals
belonging to the RPRP target group.

Rural financial services

18. The RPRP will assist PRFI in becoming an effective and viable rural financial service provider.
PRFI will collect savings to ensure additional sustainability. For this purpose, the RPRP will enable the
Netmon/Xac Bank, as the most suitable PRFI candidate, to acquire incremental long-term finance at
very favourable rates under the subsidiary loan agreement. The RPRP-supported lending programme of
the Netmon/Xac Bank will include two types of loans: (i) to herder groups, herder cooperatives, and to
savings and credit cooperatives; and ii) to individuals.  Loans to both types of borrowers will be for
IGAs and cash-flow purposes. Rural financial service implementation will be the responsibility of the
Netmon/Xac Bank, and to this effect, it will sign a subsidiary loan agreement acceptable to IFAD,
with the Ministry of Economy and Finance.

19. These financial resources will enable the Netmon/Xac Bank to engage in profitable credit
operations with the programme target groups, and organize the recruitment of a suitable sub-contractor
for the enterprise training package. Moreover, the Netmon/Xac Bank will use the subsidiary loan
proceeds for staff training, upgrading of the aimag offices and the sub-contracting of beneficiary
training. However, prior to credit disbursement, savings and credit awareness campaigns will be
launched in close coordination with PRFI, PIUs, soum and bag committees, MWF, the Ministry of
Finance and Economy and other concerned bodies. The campaigns will provide households with details
of loan availability, procedures, terms and conditions.

20. Establishment of groups. The Netmon/-Xac Bank will sub-contract Gobi Initiative to implement
a group formation and training programme for herders. Individuals undertaking IGAs will also benefit
from this training. Interested herders will be assisted in the setting up of voluntary groups and in
defining the by-laws and internal structure of such groups. Groups will receive training in credit
management and advice on business management after loan disbursement.  Marketing guidance will
also be provided for IGAs. After a year of successful operations, groups may wish to establish a
cooperative. Netmon (a specialized financial institution) and the Gobi Initiative will support this process
and provide advice and training. From the third project year (PY) onwards, the establishment of savings
and credit cooperatives will be promoted. Over the seven-year life of the programme, it is expected that
176 groups, 108 cooperatives and 16 savings and credit cooperatives will be established. The
cooperatives will act as intermediaries for lending, with Netmon/Xac Bank acting as their wholesale
credit provider. They also will play an important role in local resource mobilization through the savings
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services offered at decentralized levels. In this way, RPRP contributes to the institutionalization of
sustainable, decentralized rural financial services.

Social development

21. The social development component focuses on three key areas, namely, women in
development, education and rural health services.

22. Women in development. Proposed actions will target rural women, particularly woman-headed
households. The latter is a rapidly growing vulnerable group of the rural poor, whose situation calls for a
special approach built on the experiences of women’s associations (WAs) in the RPRP area. In addition
to  training and small loans for IGAs, these households will receive more direct support for home-based
activities, with the underlying intention that participants quickly advance to the mainstream IGA sub-
component. The programme will also support a wide-ranging family planning campaign, as part of a
gender awareness-raising initiative. These campaigns will be run in close collaboration with specialized
MOHSW officers. Campaigns will be conducted mainly through mass media, leaflets and radio
broadcasts, but meetings will also be held at village level.

23. Mongolian Women’s Federation. MWF is the oldest and by far the largest support
organization for women. It is the apex of the lower-level WAs active in each aimag, with
representatives at the soum level. Their capabilities are even more limited than those of MWF
representatives. Logistical and financial support will be offered to these local associations to work
towards achieving the goals of the women-in-development component. In each aimag, a WA office
will be renovated and equipped. Vehicles for much needed mobility will be provided and WA staff
will be trained. Due to the significant effort that will be required from WAs to assist women in the
RPRP area, the WAs will be represented on the steering committee.

24. Primary education. In rural areas, primary education has been greatly cut back and access to it
by the children of herder households reduced by the constraints of distance and cost.  Moreover, the
school drop-out rate for boys, who stay home to help with herding work, has increased since transition
and is entirely unacceptable in the long-term development context.

25. To address this, the RPRP will support the renovation of the few remaining primary school
facilities in bags to prevent these from also being closed through lack of funding. Support will include
the repair of buildings and training of teachers. Support for pre-school education is crucial since
children who have not attended kindergartens have a markedly stronger tendency not to complete their
primary education. Wherever possible, the RPRP will also renovate existing or former kindergartens
near targeted bag schools. In addition, the RPRP will fund one mobile kindergarten per rural soum.
These kindergartens will travel with the herders but rotate between communities, providing at least
some basic pre-primary education to herders’ children.

26. The RPRP will also strengthen educational resources in the soum centres. This will mainly
involve the repair of dormitories, to allow herders’ children to attend school independent of their
families’ seasonal migration patterns. Moreover, a substantial proportion of teachers at these schools
will have the opportunity to acquire additional teaching skills. In the longer term, each soum school will
be provided with a computer and an Internet connection primarily for educational purposes, but also
made available to other users. This would enable schools to set up a small business by selling computer
services to the community. The RPRP will tap into resources made available by the Foundation for an
Open Society (Soros). This foundation has a large range of educational publications that can be obtained
free of charge.
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27. Health. The RPRP will improve the quality of health services, especially at the bag level, and
increase service accessibility for herder households. The programme covers the following areas:
(i) feldshers (bag doctors), nurses and midwives will receive additional training in aspects of health
relevant to the herding community and will be provided with appropriate equipment; (ii) some soum
hospital facilities will be upgraded and a small hospital will be built in soums with no hospital;
(iii) selected soum doctors will receive incremental training particularly in basic health provision
management; and (iv) health care staff, especially at the bag level, will receive appropriate basic
health training, delivered by the soum and aimag doctors.

Programme management

28. PIUs, staffed by personnel recruited for the duration of the RPRP, already exist in Arhangai and
Huvsgul but will need to be established in the aimags of Bulgan and Hentii. All PIUs will operate
from upgraded premises in the provincial governors’ offices. Soum committees will be established
prior to the RPRP start date. Staffing will be kept to the minimum compatible with the efficient
discharge of PIU and soum committee tasks. These can be summarized as follows: (i) facilitating the
work of the implementing technical agencies by providing them on a timely basis with the necessary
funding for training, equipment and operating costs; and (ii) monitoring the implementation and
reporting on same.

29. PIUs will consist of a director and three sectoral coordinators. The three coordinators are
expected to specialize in the areas of rangeland and livestock management, IGAs and social
development. In addition, PIUs will have an accountant, assistant accountant, a secretariat and drivers.
PIUs will also serve as the secretariat for the Soum programme steering committee.

30. SPCs will be established under the immediate leadership of the soum governor. These committees
will meet ad hoc to discuss and approve soum development plans, mostly emanating from the bag level
and RMMCs functioning among the herding communities. The soum governor will nominate a
permanent officer to act as an RPRP focal point for programme activities at soum and bag level. This
officer will, in particular, assist RMMCs in the production of their bag resource maps and development
plans but will not influence their decisions. The officer will also be responsible for the organization of
soum-level management workshops, collating bag plans into soum plans, and of RPRP monitoring and
reporting based on bag committee submissions.

31. At central government level, a PSU will be established in the headquarters of the Ministry of
Food and Agriculture. It will organize programme-wide support in fields such as training, studies,
evaluation and recruitment of technical assistance. In addition, it will serve as the secretariat for NPSC.
PSU will be staffed with a facilitator, financial officer, secretary and driver. This staff could be on
temporary transfer from the rosters of the Ministry of Food and Agriculture and Ministry of Finance and
Economy.

32. Efficient performance by provincial and soum-level implementers is essential for the overall
success of the RPRP. Ongoing training workshops on a variety of technical and administrative topics
will be held throughout the duration of the programme. Regular management and monitoring and
evaluation (M&E) workshops will assist programme officials in the tasks of facilitating the work of
the technical implementing institutions and of monitoring RPRP activities, while simultaneously
promoting best practices for programme implementation among the technical partners. These inter-
aimag workshops will greatly facilitate transfer of experience in dealing with programme issues
among various implementers.
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COSTS AND FINANCING

Expenditure Accounts by Financiers
(USD ’000)

Local
IFAD GOM Netmon-Xac Bank Total For. (Excl. Duties &

Amount % Amount % Amount % Amount % Exch. Taxes) Taxes

Buildings 2 511   81.3 578  18.7 - - 3 088 16.2   927  1 584    578
Studies/investigations    765 100.0     0 - - -   765 4.0   382     382 -
Vehicles    314   81.3   72  18.7 - -   386 2.0   290      24     72
Technical equipment 1 750   81.6 394  18.4 - - 2 144 11.2 1 608    142   394
Demonstration inputs    430   81.3   99  18.7 - -   529 2.8   397     33    99
Training materials    700   81.3 161  18.7 - -   861 4.5   646    54  161
Staff    613 100.0     0 - - -   613 3.2 -    613 -
Technical assistance    583 100.0     0 - - -   583 3.1 -    583 -
Staff training 1 495 100.0     0 - - - 1 495 7.8 -  1 495 -
Beneficiary training    593   85.6     0 -    100    14.4   693 3.6 -    693 -
School drop-outs    288 100.0     0 - - -   288 1.5 -    288 -
Credit rev. fund 2 521   75.2    - -    831    24.8 3 352 17.6 -  3 352 -
Emergency fund    790 100.0    0 - - -   790 4.1 -    790 -
Incremental GOM staff - - 418 100.0 - -   418 2.2 -    418 -
Incremental O&M 1 453   60.0 969  40.0 - - 2 422 12.7 -  2 422 -
Credit operating costs - -    0 -    651 100.0   651 3.4 -    651 -
Total 14 806   77.6 2 690  14.1 1 582    8.3 19 078 100.0 4 249 13 525 1 304
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Expenditure Accounts by Components
(USD ’000)

Livestock and natural resource
management

Other economic
activities

Financial
Services Social development Management

Rangeland Livestock Crop Income- Aimag Soum Support Emergency
development services Extension production Generation WID¹/ Education Health PIUs Committees unit UB funds Total

Investment Costs
Buildings -    657    620 - 124 - 3 644 1 041 - - - - 3 088
Studies/investigations    168    347 - -   32 - - 36 - - - 181 - 765
Vehicles - -     89 - - - 25 - 81 77 90 24 - 386
Technical eqpt. 1 082    165    293 -   30     37 8 298 185 32 7 6 - 2 144
Demonstration inputs     15     14     27 473 - - - - - - - - - 529
Training materials    127      3    137  27 249 - 216 - 90 10 - - - 861
Staff - - - - - - 99 41 - 424 - 49 - 613
Technical assistance - - - - - - - - - - - 583 - 583
Staff training -    233    139  58   94 - 2 381 299 70 53 165 - 1 495
Beneficiary Training    207 - - - 199    117 108 - 62 - - - - 693
School drop-outs - - - - - - - 288 - - - - - 288
Credit rev. fund - - - - - 3 352 - - - - - - - 3 352
Emergency fund - - - - - - - - - - - - 790 790

Total Investment Costs 1 600 1 418 1 306 558 730 3 506 462 1 689 1 757 614 150 1 008 790 15 587
Recurrent Costs

Incremental
Operating costs

Incremental GOM
staff

- -     59 -   94 - - 264 - - - - - 418

Credit operating
costs

- - - - -    651 - - - - - - - 651

Incremental O&M -    211    983 - - - 149 - - 661 353 67 - 2 422
Total Recurrent Costs -    211 1 042 -   94    651 149 264 - 661 353 67 - 3 490

1 600 1 629 2 348 558 824 4 157 610 1 953 1 757 1 275 503 1 075 790 19 078

Taxes    229    157 218   93   75 - 47 176 261 22 18 6 - 1 304
Foreign Exchange 1 002    507 596 375 263 28 188 435 579 89 73 113 - 4 249

¹/ WID: Women in Development
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ORGANIZATION AND MANAGEMENT

Implementing agencies/structures Ministry of Finance and Economy structures

Coordination and monitoring bodies PFI establishments and supervisory system

Special
Account

All soum units and officers of technical
implementing agencies

Impl.

6XSHUYLRQ

�VHFUHWDULDW�

MFE

    PRFI
  BANK

MONGOL
BANK

AIMAG  BRANCH
PRFI

Soum/bag  Herder
groups, Cooperatives

6RXP�6WHHULQJ

&RPPLWWHH��3$&�

�3URJUDPPH�2IILFHU�

IFAD

Programme
Accounts

1DWLRQDO

VWHHULQJ�FRPPLWWHH

�368�0)$�

All aimag technical implementing agencies
and offices

B  E  N  E  F  I  C  I  A  R  I  E  S

500&

$LPDJ�6WHHULQJ

&RPPLWWHH��3$&�

�3,8�

Netmon-Xac BANK
HEAD OFFICE

Ministry of
Finance

and
Economy

Aimag
PIUs
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FINANCIAL AND ECONOMIC ANALYSIS

1. The data from various crop and livestock models, including horticultural production,
haymaking and the scaling up of livestock illustrate the financial benefits of some activities at full
deployment of programme activities. It should be acknowledged that most of the RPRP activities are
likely to be long term rather than immediate, and their effects mostly non-quantifiable. For example, a
non-herder household that produces vegetables with improved seeds and techniques will increase its
income by some 45%, while saving input and labour costs (Table 1). The average increase in the
production value of potatoes will easily triple the current production value. The corresponding
improved nutritional level of the household and reduced susceptibility to disease are, however, non-
quantifiable. Most other IGAs will provide the beneficiaries with an average income increase of
between USD 100 to 200. Herder households will improve their livestock production and quality
through better feeding and veterinary care. The scaling up of herds with additional breeding animals
alone would increase by some 54%. Calculations show that investment in simple haymaking
equipment based on horse-drawn mowers would give rise to an income of MNT 330 000 annually. As
a consequence, haymaking could become an attractive alternative to herding, particularly for herders
possessing few animals.

Table 1: Selected Livestock and Crop Development Models (in MNT)

Without Programme With Programme
Vegetable
production

Livestock
upscaling

Haymaking Vegetable
production

Livestock
upscaling

Hay-
making

Output 40 000 2 440 700 - 60 000 3 761 400 630 000
Input
costs

10 168      28 750 - 16 868     60 000 300 000

Income
before
labour

29 832 2 411 950 - 43 132 3 701 400 330 000

2. In addition to the horticultural and livestock-based activities, there will be a strong emphasis on
income-generating opportunities. Opportunities for IGAs are dependent on a great number of factors
and vary from case to case. Investment costs and returns cannot be assessed precisely for sound
analysis. Only the beneficiary and the bank will be able to agree on the specific circumstances for
entering, eventually, into contractually binding arrangements. Furthermore, potential gains in the area
of IGAs cannot be attributed to the programme as success depends primarily on the initiative and
effort that beneficiaries devote to their enterprises, rather than on outside factors such as training.
Therefore, IGAs are generally not taken into account when an economic analysis is conducted on
support projects

3. Finally, the RPRP will also strongly support basic health and education services, which produce
immense, but often non-quantifiable benefits. For these reasons, the usual calculation of economic
IRR has been omitted.


