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XS5 875.2 861.4 08.4
il 424.3 418 98.5
F15 (GAEZHA) 368.6 344.9 96.2
P Y 21.6 15.6 71.8
PHERIN 11.3 13.2 116.8
A HE SOV BT o T2 Bl 16.9 26.6 157.4
P A B 14.2 16.8 118.3
LTI 450.9 443.4 98.3
Y (GHTEIAY) 230.1 240 104.3
IR N 18 107 59.4
HE— 2L DN 46.5 49.2 105.8
i TR 63.6 45.2 71.1
B X A A& 80.8 75.6 93.4
ARELRI L HMEM 1.1 21 189.2
A ~26.6 —25.4

(A7) BURE

#2-4 FEHEK

(B, %)
1996 47 1997 4 199771996

Bz 358 355 99.2
5 2,771 2,891 104.4
4- 3,476 3,612 103.9
¥ 13,561 14,149 104.3
3 9,135 10,257 112.3
BEAK 29,300 31,261 106.7
Eep : 10,186 10,676 104.8

(P BfgEs
() A%y, KMERH IR Lz gil



#2 -6 HHEEEZEO I

(HAT) B+

_342 j—

{543 hifs _ e )
19964 19974F 19971996 | 19364 1997 1997/1996
1,000ha  1,000ha % | 1,000t 1,000t %
347.8 333.9 96.0 -
332.0 316.9 95.3 220.1 240.4 109.2
Sy AT 6.9 6.7 96.9 46 54.6 1188
3.2 4.3 133.9 23.8 34 142.8
R ¥ 4.2 4.7 111.7 - - -
(D) Borda e
22— 6 LEBAE
1996 4F 19974  1997/1996
L5, m!. kwi/h 2 047 2,078 101.5
[ 1,000Gkal 6,404 6,457 100.8
Ak 1,000t 5111 4,951 96.9
g i 1,000t 362 464 129.2
5% ohe ol A7l t 4,684 4,129 88.2
& kg 6,976 8,461 121.1
Hh 1,000t 565 567 100.4
RN 1,000t 130 135 103.9
A h 1,000t 106 112 105.3
FiaL 1,000t 55 58 105.4
SEREHI B0 mlt 5 2 40.3
BN U ml.t 20 ih 71.6
A& O 1,000m3 70 37 52.0
< ¥ ml.5 12 3 21.8
F7, & 1,000m? 3 5 152.9
R 1,000m? 29 5 23.2
¥ ¥H 1,000m2 31 5 15.4
AVt 1,000 ¥ 308 299 97.0
mMIrAa7 t 517 331 64.0
W¥E 1,000t 1 1 102.5
ZxNh 1,000m 95 Vi 78.0
i 1,000m? 667 644 96.5
B~ b 1,000 ¥ 15 . 3 17.1
hFEY 1,000t 92 68 73.9
K 1,000t 9 8 89.0
PR 1,000t 30 32 104.8
;S 1,000t G 7 119.2
I, LA ml.l 2 2 93.9
b ml.l 4 4 122.6
il 1,000t 19 15 78.2
IR t 267 312 116.9
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(%)
AP XA
19964 199741 19964 19974
[HEH 13.5 19.9 28.4 28.7
(ELEEd 48.2 41.4 12.3 17.3
PRaas 33.9 30.7 43.2 38.5
it 4.3 7.9 15.3 14.7
Wiai sy, A 0.1 0.1 0.8 0.8
(Y B veEt
2 -8 LEAE
(1995 {E . 100 b o202, %)
19974+ HAldE L il
T¥4 214,226 104.4 100.0
WK BE 38,326 101.3 17.9
iR 12,993 96.9 G.1
SRR 90,493 123.9 42.2
{L DYV 13,892 105.3 8.5
LU EX ) 30,247 99.6 14.1
AU YR 16,289 1.7 7.6
VA% 1,659 67.4 0.8
B 459 325 0.2
Akt 1,130 66.5 0.5
i1 381 98.8 0.2
Ao 399 79.9 0.2
FRER YR 4,407 82.4 2.1
SRR 2,390 130.2 1.1
BEgE e A 706 136.1 0.3
I VT Vv EiBERIE 28 29.6 0.01
-5 23 322.2 0.01
FH B RhE 407 107.8 0.2
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%tk 1 SCOPE OF WORK

SCOPE OF WORK
FOR
THYE STUDY ON THE SUPPORT FOR THE ECONOMIC TRANSITION
AND DEVELOPMENT IN MONGOLIA

AGREED UPON BETWLEEN
MINISTRY OF FINANCE, THE GOVERNMENT OF MONGOLIA
AND
JAPAN INTERNATIONAL COOPERATION AGENCY

Ulaanbaatar, 3rd April, 1998

H.E. Puntsag Tsagaan Professor, Shinji ASANUMA
Minister, Leader,
Ministey of Finance Preparatory Study T'cam
Japan International Cooperation
Agency
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. INTRODUCTION

In response to the request of the Government of Mongolia, the Government
of Japan has decided to conduct the Study on the Support for the Economic
Transition and Development in Mongotia (hereinafter referred to as "the Study™),
in accordance with the relevant laws and regulations in force in Japan.

Accordingly, the Japan International Cooperation Agency (hereinatter
referred to as "JICA"), the official agency responsible for the implementation of
the technical cooperation programs of the Government of Japan, will undertake the
Study in close cooperation with the authorities concerned of the Government of

Mongolia.

The present document sets forth the scope of work with regard to the Study.

[f OBIJECTIVES OF THE STUDY

Japanese Study Team (hereinafter referred to as “the Team") and Mongolian
Government jointly carry out the following activities in order to facilitate the
transition to an market-oriented economy and to promote sustainable
development in Mongolia:

[. formulating medium term development strategies and public investment
program of thrce years;

2. formulating action plans of specific issues; and
3. strengthening the policy formulation and implementation capacity of the

Ministry of Finance and Economic Advisors Office (o the Prime Minister
through the conduct of the study.
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It SCOPEQOF THE STUDY
1. Medium Term Development Strategies and Public Investment Program
To formulate the following three program
1) [Long-term development vision;
2) Medium-term development strategies; and
3) Medium-term public investment program

2. Specific Studies on economic reforms:

Formulating action plans on selected two specific issues.

IV. STUDY SCHEDULE

The Study will be carried out in accordance with the attached tentative study
schedule (APPENDIX)

V. REPORTS

JICA shall prepare and submit the following reports in English to the

Government of Mongolia.
{1) Inception Report.

(2) Preparatory documents for official budgetary papers in accordance with
the fiscal schedule of Mongolia.

(3) Recommendations and manuals on the spcific topics.

VI. UNDERTAKING OF THE GOVERNMENT OF MONGOLIA

1. To facilitate smooth conduct of the study, the Government of Mongolia shall
take the following necessary measures:

e K Cp
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(1) To secure the safety of the Team in Mongolia;

(2) To permit the members of the Tcam to enter, leave, and stay in Mongolia
for the duration of their assignment therein, and exempt them from
forcign registration requirements and consular fees;

(3) To exempt the members of the Team from taxes, duties and other
charges on cquipment, machinrery, vehicles and other materials brought
into Mongolia for the conduct of the Study;

() To exempt the members of the Team from income tax and charges of
any kind imposed on or in connection with any cmoluments or
allowances paid to the members of the Team for their services in
connection with the implementation of the Study;

{5) To provide the necessary facilities to the Team for the remittance as well
as utilization of the funds introduced into Mongolia from Japan in
connection with the implementation of the Swdy:;

(6) To seeure permission for entry into privafe properties or restricted arcas
for the implementation of the Study;

(7) To secure permission for the Team to take all data and documents
including maps, photographs, related to the Study out of Mongolia to
Japan; and

(8) To provide medical scrvices as needed. Its expenses will be chargeable
on the members of the Team.

The Governiment of Mongolia shall bear claims, if any arises, against the
members of the Team resulting from, occurring in the course of, or
otherwise connected with the discharge of their duties in the implementation
of the Study, except when such claims arises from gross negligence or
willful misconduct on the part of the members of the Team,

Ministry of Finance (hereinafter referred to as "MOF") shall act as
counterpart agency to the Team and also as coordinating body in relation
with Economic Advisor's Office to the Prime Minister (hercinafter referred
to as "EAQO") and other governmental and non-governmental organizations
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concerned for the smooth implementation of the Study.

4. MOF shall, at its own expense, provide the Team with the following, in
cooperation with EAO and other organizations concerned:

(1) available data and information related to the Study;
(2) counterpart personnel;
(3) suitable office spaces with necessary office equipment in Ulaanbaatar;
and
(4) credentials or identification cards.
VII. UNDERTAKING OF JICA
For the implementation of the Study, JICA shall take the following measures:
1. to dispatch, at its own cexpense, the Team te Mongolia, and
2. to pursue technology transfer to the Mongolian counterpart personnel in the
course of the Study.

VIHI. OTHERS

JICA and MOF shall consult with each other in respect of any matter that may
arise from or in connection with the Study.
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APPENDIX

TENTATIVE STUDY SCHEDULE

Month | 1] 2 slals|s]zlafofrofnfrz[rsfralisjreirz]is]r9]ao
Medium Term W
Strategy and
PIP

Specific Issues

Reports IC/R R/M R/M

IC/R: Inception Report

R/M: Recormmendations and Manuals on specific lssues

Papers and Documents on Medium Term Strategy and PiP shall be submitted to MOF
hased on budgetary schedule of Mongolia
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MINUTES OF MEETING
ON
SCOPE OFF WORK
FOR
THE STUDY ON THE SUPPORT FOR THE ECONOMIC TRANSITION
AND DEVELOPMENT IN MONGOLIA

AGREED UPON BETWEEN
MINISTRY OF FINANCE, THE GOVERNMENT OF MONGOLIA
AND
JAPAN INTERNATIONAL COOPERATION AGENCY

Ulaanbaatar, 3rd April, 1998

Professor,
Minister, L.eader,

Ministry of Finance Preparatory Study Team
Japan Internationat Cooperation

Agency




The Japancse Prepacatory Study Team (hereinafter vefecred to as the "Japanese
side”, organized by Japan International Cooperation Agency (JICA) and headed by
Prof. Shinji ASANUMA, visited Mongolia from 27th of March to 11th of April,
{998 to discuss the Scope of Work for "the Study on the Support for the Economic
Transition and Development in Mongotia (hereinafter referred to as "the Study”).

During its stay in Mongolia, a series of mecting were held between the Mongolian
authorities (hereinafter referred to as the "Mongolian side”) on the Study and the
both sides agreed and signed the Scope of Work of the Study.

The attendants to the meetings are listed in Appendix .

The main items discussed regarding the Scope of Work were as follows;

1. Both sides agreed that Mongotian side will establish a Steering Committee for the
Study, which woutd be responsible for coordinating the activities of the
Mongolian counterparts to the Study Team; providing the services and facilities
specified in the Scope of Work; providing guidance for and in the course of the
Study Team's conduct of the Study; and resolving any problems and conflicts
that may arise between the work of the Study and that of any other technical
assistance projects for the Government of Mongolia. The Steering Committee
shalf consist of the following officials:

1) Minister of Finance;

2) Senior Advisor to the Prime Minister;

3) Director General of Economic Policy Department;
4) Director General of Fiscal Policy Departmeat; and
5) Economic Advisor to the Minister of Finance.

2. The Mongolian side explained that certain officials of the following departments
shall be appointed as the Mongolian counterparts to the Study Team during the
entire period of the Study, and that, in the course of the Study, the Mongolian
side may add, as needed, officials of other departments and/or offices:

1) Economic Poticy Department, Ministry of Finance;
2) Fiscal Policy Department, Ministry of Finance; and
3) Nationat Tax Administration, Ministey of Finance.

3. Both sides agreed that the Study Team shall carry out, jointly with the Mongolian
counterparis, the planning and budgeting work specified und er the draft Public
Sector Management and Finance Act; that the Study Team shall prepare a series
of reports and documents in preparation for the Government's Fiscal
Framework Statement, the Budget Speech and the State Budget; and that they

g o &



shall include those documents referred to as Mongolia's official planning and
budgeting documents in Appendix 11

4. Both sides agreed that, as tegards two specific topics to be included in the Study,
the Enhancement of Tax Collection shall be chosen as the first priority topic; and
that the Mongolian authorities and JICA shatl consult with each other and choose
the second topic to be undertaken no later than the end of December, 1998 with a
view to the commencement of work thereon it in April, 1999,

5. Both sides agreed that the scope of work on the Enhancement of Tax Collection
shalt include the following tasks:
1) Review of all Mongolian tax laws, regulations and procedures currently in
force or planned;
2) Review of activities and data on tax colflection;
3) Review of organisational set-up for tax coliection;
4) Report of recommendations for improvement of tax collection regarding
laws, regulations, procedures, organisational set-up and other aspects of tax
collection;
5) Writing manuals for the National Tax Administration officials; and
6) Holding workshops, seminars and training courses for the same officials;
For the purpose of the work on this topic, the National Tax Administration shall
appoint Mongolian counterparts to work with the Study Team, and shall
undertake to provide necessary office space and other facilities to therefor,

6. The Mongolian side requested for the training the counterparis in Japanto be
arranged by JICA.

7. Both sides agreed that the Mongolian authorities and JICA shall consult between
themselves to amend, revise, or atherwise change the work program agreed
heceupon shouid the need to do so arise.
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APPENDIX 1

List of Attendants

Mongolian Sidg

1. Ministry of Finance

Puntsag Tsagaan Minister

Dashzegve Chimeddagva Director Generaf, Economic Policy Department

Luvsandash Dashdorj Director General, Fiscal Policy Department

Jamtsain Baasandash Director General, General Department of State
Taxation

Baljinnyam Norjinlham Director, Tax Training and Information Center

Gunsengiin Hayanhyarvaa Chief, Investment Division, Fiscal Policy
Department

Oidovdanzany Enkhariunaa  Officer, Economic Policy Department

Tsevegjaviin Bolorchimeg Officer, iconomic Policy Department

Hiroshi Ueno Econamic Advisior

Japanese Side

1. JICA Preparatory Study Team

Shinji Asanuma Leader of Team

Zenya Yamasaki Member of Team
Takaaki Ando Member of Team
Fumio Yoshino Member of Team
Toshiyuki Handa Member of Team
Hiroyuki Mori Member of Team

2. The Embassy of Japan in Mongolia

Taira fwasaki Secretary, Chief of Economic Cooperation

3. JICA Mongolia Office

Keizo Egawa Assistant Resident Representative
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The Ministry of External Relations of Mongolia presents its compliments to
the Embassy of Japan in Mongolia and has the honor to convey the gratitude of the
Government of Mongolia for the approval of the implementation of the additional
project of the development study “Study on the Support for Economic Reform and
Development”, conducted in the framework of the Japanese technical cooperation,
Hereby, we are delivering some additional information about the project, provided
by the Ministry of Finance.

‘The Ministry of External Relations of Mongolia avails usell of this
opportunily to renew to the Embassy of Japan the assurances of its highest
constderation.

Ulaanbaatar, Janvary 9, 1998

EMBASSY OF JAPAN
ULAANBAATAR



Application for
the Assistance for Policy Formulation Threugh Development Study-Technical Cooperatlon
“Study ou the Support for the Economic Transition and Development in Mongolia”
Ly the Geverament of Japan
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Introduction. This is the second-time request, following the first 1996 request, for a technical
assistance by the government of Japan (GOJ): the assistance for policy formulation through a
development study entitled “Study on the Support for the Economic Transition and Development in
Mongolia (the Study).” The Study title has been slightly changed. The terms of reference (TOR) are
simplified and modified in accordance with the comments madc by the Mizukami mission in June 1997
regarding our first request. The TOR are provisional and should be moditied and determined based
on discussions with the expected JICA scope-of-work (S/W) mission on the Study.

L. PROJECT DIGEST

(1) Project Title

Study on the Suppost for the Economic Transition and Development in Mongolia,” which is
hereinafter referred as “the Study”

{2) Location
Utaanbaatar, Mongolia.

(3) Tmplementing Agency
(2) Name of the Agencies:
" Ministry of Finance (MOF) and Economic Advisors Cflice to the Prime Minister (EAQ).

(b) Number of the Staftf of the Agencies:

50 officials and 50 supporting staft.
{c) Budget Allocated to the Agencies:

About US$ 2 million for FY 1997 including capital and recurrent expenditures.
(d) Organization Chasl:

(See Annex-1)

(4) Justification of the Project

Mongolia is shifling to a market economy after 70 years experience of a centrally planned
economy. As a result of the June election of 1996, a new democratic government was formed
for the first time in the 75 years history of Mongolia. The government is firmly committed to
further and faster economic reform. The government of Mongolia (GOM) deeply appreciates
a continuous assistance by the government of Japan (GOJ) starting from 1990. The current



policy support project by JICA that is called “Joint Study Project for Econontic Reform and
Dcvclopmcnt in Mongolia (JSP)” made many useful contributionsto our government but has
completed in August 1997, We need a continuous GOJ's suppoit for post~ISP We are
anxious to implement what the JSP has recommended, but there also are more issues on which
we need further assistance in our efforts to tackle them. For these reasons, we would like to
request GOJ to follow-up JSP by this proposed Study, which is geared towards
implementation: implementation of policies recommended by JSP and by this Study itself. The
objectives of the Study are to formutate medium term development strategies and provide
practical advice on the selected topic(s) that is specified in the terms of reterence (TOR)
below. The Study also will contribute to strengthening economic policy related agencics of
the Government of Mongolia, and will help Mongolia making its smooth transition to a market
economy and development.

(5) Desirvabte Time of Study Commencement
April, 1998 for 2 years.

(6) Expected Funding Source

The GOJ for foreign costs and some domestic costs, and the GOM budget for the rest of
domestic costs.

(7a) Other Relevant Projects by Japan

(2) A Japanese expert in economic policy: professor Nobuharu Aoki, Senshu University, Japan
in 1990 and in 1991,

(b) Two Japanese experts in ¢cconomic policy: Messrs. Kurokawa and Sugita, Economic
Planning Agency of Japan in 1993,

() Four Japanese experts: professor Ryokichi Hirono and three others in 1993.

(d) Joint Study Project for Economic Reform and Development from 1994 o 1997: professor
Hirono and other short term experts have visited Mongolia about two times a year, a long-
term JICA expert Dr. Arihasa stayed for one year, and avother long-term gconomic
advisor Dr. Hiroshi Ueno is currently staying in Ulaanbaatar,

(¢) Study on the Agricultural Cooperatives Improvement Master Plan by JICA from 1995 to
1997.

(7b)} Other Relevant Projects by Other Donors
(a) Public Administration and Fiscal Reform projects by AsDB and New Zealand.
(b) ESAF program by IMF.
(¢) Economic Policy Support Project by USAID from 1995 to 1999, under which Mr. Bill
Bikales, the Project Advisor, has been stationing in Mongolia since 1995.

2. TIIE STUDY: TERMS OF REFERENCE (TOR)

(1) Justification of the Study

‘Mongolia is shifting to a market economy after 70 years of centrally planned economy. As a
result of the June election in 1996, a new demacratic government was formed for the first time in the
75 years history of Mongolia. The government is firmly committed to further and faster economic
reform. We recognize, however, that we are not yet well versed with how to navigate our way to a
market economy and with development policy making under a market economy, and that our
institutional capacity for development policies has not fully developed yet. We need assistance for our



development policies and supports for institutional capacity building. We are receiving advice from
international organizations and Western countries, but we think fiusther advice from East Asian

countrics particularly from Japan would be also useful for our policy formulation since Japan has
achieved a respectable success in its economic development.

The objectives of the Study are to formulate medium term development strategies and to
provide practical advice for the topic(s) discussed below. The Study will also contnbute to
strengthening economic policy related agencies of the Government of Mongolia, and will help
Mongolia making its smooth transition to a market cconomy and development.

(2) Justification for the Japanese Technical Assistance

fapan has been the leading donor to our country from the outset of our economic transition 1o
a market cconomy. The government of Mongolia {(GOM) deeply appreciates the continuous
assistance by the government of Japan (GOJ) starting from 1990, and the GOM expects that Japan
would continue that way. The second priority area of Japanese assistance policies to Mongolia that
was agieed March this year is the intellectual support, and the GOM would like to receive intellectual
support for economic development strategies for Mongolita. Japan is the first Asian country that
achieved a high economic growth becoming one of the most developed countries in the world. The
GOM thinks it would be useful to learn from Japanese economic development experience, and hence

we would like to request Japanese assistance to our eftorts in formulating medium term development
strategies,

With respect to Japanese support for economic development strategies, there was a policy
support project that was called “Yoint Study Project for Economic Reformy and Development in
Mongotia (JSP).” It made many useful contributions to our government but has completed in August
this year. We are anxious to implement what the JSP has recommended, and there are more economic
policy 1ssues needed to be studied. Many of topics for the Study are those recommended by JSP. For
this reason, we would like to request GOJ to follow-up ISP by this Study, which is geared towards
implementation of strategies recommended by ISP as well as by this Study itself.

Alter the Study also, Mongolia expects Japan to play a significant role in the implementation
of Study results along with other donors, though GOM understands that the Study itself does not
guarantee that Japan will finance the Study results.

For these reasons, the government of Mongolia requests the Study to the Government of
Japaa.

(3) Objectives of the Study

the GOM is firmly committed to the stabilization and reforms of its economy being agreed
with international organizations such as IMF, WB and AsDB, and it intends to launch substantial
reforms such as public administration and fiscal reforms, introduction of value added taxes and so on.
However, we recognize that we are still weak at implementation side of these policies and in our
implementation capacity. And we also recognize that Japan is strong at implementation of any
policies. Hence, we expect the Japanese Study to work together with the internationa! organizations

and complement each other mainly in terms of implementation of these policies in order to support
our efforts in the ecenomic reforms.

.....58__



The purpose (long term objective) of the Study is to assist Mongolia to make its smooth
transition to a market economy and to achigve its development. More specifically, its goals (short
term objectives) are two fold: (a) to assist GOM in its eftort to (i) produce medinm term development
strategies and a pragram based on economic models, and (i) produce and implementing proper policy
measures regarding specific cconomic issue(s); and (b) to build the capacities of institutions,
organizations and ofticers of the Ministry of Finance (MOF) and Economic Advisors Office (EAO) to
the Prime Minister through the joint effort of the GOM and GOJ to produce above products and by
means of guidance, training, stafl secondment and equipment.

(4) Arecas to Be Covered by the Study
Whole country.
(5) Scope of the Study

Outline of the Study would be as foltows. Since the Study is oriented towards
implementation, a close coordination with actual business activities of the MOF and EAQ is essential.
Its final outline should be discussed, modified and agreed between the GOM and a JICA scope of
work (S/W) team expected to visit Mongolia soon. In view of quick pace of reforms in our country
also, a necessity to change the Study items may occur during the course of two years of the Study.
Hence, the Study items will be reviewed every six months as the Study proceeds.

(a) Three Components of the Study and Their Relation
The Study will consist of three components as follows:

(i) Medium term (i.e., three years) development strategies and a program {refer to (b) betow
for the detail);

(i) Specific study(ies) on specific topic(s) {refer to (c) below); and

(iii) Institution and capacity building of the MOF and the economic advisors Offtice (EAQ)
{refer to (d) below).

The relation among the three components: the third component is an integral part of the first
two components as shown in the figure below. That is, on-the-job training through the first two
works is expected in order to achieve institution and capacity building.

— | Work

Institution/Capacity Building

Medium Term Development
Strategies and a Program.

To provide ‘advice on their
design and implementation.

To build institution/capacity of
the MOF and EAO.

Specific Study(ies) on Specific
Topic{s)

To provide advice on their
design and implementation.

To give supports to building
institution/capacity al relevant
ministries and agencies.

(b) Medium Term Development Strategies and a Program

There are Concept Plan as a long-term vision of the Mongolian economy up to 2020 and
Action Program (or sometimes cailed “Action Plan” or “Activities Program”) as a medium-term
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program of the government aclions up to 2000. However, the former became unrealistic aller much
changes in domestic and international eavironment, and the latter is a collection of Government’s
intended actions and lacks ¢conomic background. A more realistic vision for the economy to develop
is necessary in order to show the direction of the economy to go, and medivm-term economic
development strategics need to be properly established, based on which Government budgets can be
developed for a medium-term and the receiving strategies of officiat development assistance can be
formulated. The Study will support the GOM’s initiatives in producing these strategies.

The Study will be a joint eftort of the GOM and the GOJ Team. The }apanese Study team
(the Study team) will assist the MOF and EAO in their eftoit to produce the following three products.

(i) Long-term development prospect of the economy and of each production sector,
ncluding pofices for increasing household’s inconie in order to show the direction that
the cconomy can develop into (relatively quick work).

(i) Medium-term (three years) development strategies using simple economic models such as
RMSM-X:

a.

C.

to quantify the macroeconomic framework bascd on IME’s ESAF agreements;
creating the RMSM-X model and its extension; creating a database of past economic
performance; estimating economic parameters; and projecting medium term
macroeconomic indicators;

in order for formulating and substantiate medivim term dcvelopmenl strategies, to
coordinate and agree with each line ministry regarding a development strategy for
each production scctor (mining, livestock, cultivative agricullure, manufacturing and
services) by discussion with officers of line ministries, by utilizing existing studies, and
by conducting new sub-studies as needed; and if necessary, 1o be involved in
producing sectoral development strategies; and

to create medium-term development strategies with clearly deﬁned priorities.

(iii) Medium term public investment program to support above strategies and strcngthenmo of
expenditure planning:

a.

in order for supporting the proposed new fiscal management system where line
ministries would be responsible for its sectoral development programs and their
projects, to screen projects to be implemented, review the devetopment programs, and
agrec with each line ministry segarding its public investment projects and its medium
term public investment program {PIP), with particular emphasis on infrastructure
investment programs; by reviewing existing sectoral development programs and
foreign assistance programs of all donors; identifying the best investment program for
each sector, and consolidating them into one PIP with contingencies; a sectoral
investment program is most tikely to be prepared by a line ministry under the
proposed new fiscal management system, and hence the Study will mainly focus on
evaluating each investment program and on consolidating them into one PIP, the PIP
would form one part of the medium-term Financial Framework Statement to be
presented every year by the Finance Minister under the proposed system; the PIP
would include budgetary investments, ODA investments and private sector
participation in public service sectors such as water or electricity supply;

to screen ODA projects and agree with each line ministries regarding its medmm term
ODA recewmg program, and

to relate the PIP to the macroecoromic framework. using the RMSM model andfor
other simple macromodels.



The macrocconomic framework of the Study should be consistent with that of IMF’s ESAT and WB
programs.  Economic models to be used for stralegy making would inctude other simple
macroeconomic ones. The strategies could atso include promotion policies of export and foreign
direct investment (FDI). The strategies will be produced jointly by Mongolian oflicers and Japanese

team only one time during the Study period, and then they will be revised every year by the MOY and
EAQC themselves after the Study.

Relations to the international organizations. International organizations such as the IMF and
W8 have comparative advantages in financial and fiscal sectors and also in designing overall schemes
or framewaorks for economic teansition and development, whilst Japan has comparative advantages in
real production sectors and also in the detailed programming of imptementation and procedure and the
actual implementation of any scheme. Taking account of thesc differences, the GOM is expecting an
ideal cooperation between the two. That is, the Study will adopt the medium term framework for
financial and fiscal sectors from the ESAF program since it was already agreed between the GOM and
the IMF. Within the framework, the Study will recommend the medium term devetopment strategies
for real production and infrastructure sectors. Al the same time, the Study will propose
implementation and procedure programs for onc or two specific lopics whose candidates are
presented in the next section (¢). In other words, the Study applies the general principles established
by the international organizations to a specific field such as production sectors or to specific activities
such as tax collection. The Study does it by providing advice, guidance, on-the-job training, standard
procedures, guidelines, manuals and seminars, and by shooting troubles arising from actual application
of a particular principle to a specific activity/entity.

(c) Specific Study(ies) on Specific Topic(s)

This is (a) to provide practical and reasonably quick recommendattons on specific topics that
are identified to be critical and urgent for the transition and development of the econony by the MOF,
EAQ, the Prime Minister (PM), and key economic offices, in consultation with the Japanese Study
tcam; and (b) to assist the retevant office(s) to start implementing the recommendations after their
authorization by the Government. Candidate topics are listed below following the order of their
priorities, out of which Mongolian and Japanese sides will discuss and choose one or two topics to be

studied. The topic(s) should not contradict to those of USAID, IMF, W8 or AsDB and rather be
complementary to them.

The first priority topics:

(i) Enhancement of tax collection. For example, currently only one percent of corporate
income tax revenues comes from private corporations, which is a very low capture rate of
private corporation incomes. It is necessary (o strengthen the tax colleclion system and
its capacity in order for increasing the capture rate, improving compliance with tax codes,
and increasing revenues. . [n addition, Mongolia is most likely to shift from the easier tax
system of income taxes and farifis which are curreatly operating to a relatively difficult
tax system of VAT. After introduction of the proposed VAT, there will be lots of needs
for assistance in terms of its implementation programs, manuals and actual
implementation, The Study is expected to assist implementation side of the general tax
collection system and VAT. Its recommended measures should be concrete and
implementable. After Government’s authorization of the recommendations, to provide
assistance for their implementation with guidance, training, guidelines, manuals,



(i

(i) Tt

equipment, and etc. This topic can be expanded to cover all measures to increase tax
revenucs. The Study is necessary to coordinate well with and complement an ¢xisting TA
by AsDB and with gencral guidance from IMF and WB.! The TA is mainly a schooling
and manual design, and hence the Study could undertake the on-the-job training by
assisting actual implementation of those taught in the schooling.

Rural savings and credit schemes. This is to study the feasibility of rural savings and
credit schemes such as a local mutual savings and loan scheme. Another idea is a postal
savings scheme. The MOF is already experimenting the scheme in Hovd Aimag. If the
scheme be chosen, the Study would provide advice on it and undertake its pre-feasibility
study. This also requires the analyses of its effects on Agriculture Bank, which is

currently the major agent in collecting rural deposits.  Another idea is a credit. scheme
simifar to Grameen Bank

credit (IJC) sybtem and trade f' nance syatem:. including a 1./C discounting facility by the
Bank of Mongolia.

The second priosily topics:

()

W)

(vi)

Improvement of the statistical system of trade, BOP and general statistics. Trade
statistics and some other statistics such as service-sector value-added are unreliable and
have some problems in Mongolia, whilst Japanese statistics have so good reputation.
This topic is to analyze current trade/BOP and other statistical systems and to recommend
measures to solve these problems. After the govermment authorization, to provide
assistance for their implementation with guidance, training, equipment and etc,
Establishiment of a revolving fund. This is 1o provide advice on establishment of an
revolving fund utiizing local counterpart funds that can be raised from selling grant aid
commedities. Japanese experience will be useful in terms of its Fiscal Investment and
Loan scheme. Afler the governmental authorization, to provide assistance for their
implementation with guidance, training, equipment and etc.

Enhancement of the cashmere market. This is to provide recommendations on cashmere
wholesale markets and on the collection system of raw cashmere.  After the government’s
approval of the recommendations, a project type assistance by HCA i is expected This
can be expanded to a larger concept of the collection mechanisms of major agricultural
produce, distribution mechanisms of merchandises, and whote sale markets for both. This
topic may need to coordinate with AsDB since AsDB is also interested in.

(vii) Foreign direct investment (FDI) promotion. This is to support the institution building of

the Board of Foreign Investment (BF1) and an expected foreign investment committee
(FIC). Particularly, to provide supports for BFI in promoting Japanese FDI. If the Study
starts early enough, it could assist the Government in its re-thinking about BFY’s functions

and organizational structure. 1t is necessary to coordinate well with a planned grant for
BFI of about DM 5 million from Germany.

(vii)Foreign management of the Stock Exchanoe This is to design a f‘orelgn management

arrangement, say a management contract, for the Mongolian Stock Exchange a la a
Japanese company’s recent management contract for the Myanmar Securities Center, and
to examine its feasibilily considering a potential invalvement of the Japan International

' Thereis a TA grant of about US$ 0.5 mlllson for Strengthenmg the Tax Administration from AsDB, wnder which
the International Bureau of Fiscal Documentation (IBFD) of Netherlands has produced fwo manuals for tax audil and
dispute reselution, and it is training four Mongolian tax officers to bacome teachers at existing Tax School to train

about 1,000 tax collection officers in Mongolia. Its second phase is being planned for 1998. IMF and WB are
providing guidance in introducing the VAT system.



Cooperation Agency (JICA). After the governmental authorization, to provide assistance
for its imptementation with guidance and dispatch of experts.

(d) Institution and Capacity Building for the MOF and EAO

The current capacity of GOM is weak or not enough yet in terms of their institutional,
organizational and stafY capacitics in preparing development strategies. The Study needs to provide
assistance to the MOF and EAO to augment their institutional, organizationat and human capacity by
means of advice, training and cquipment. Furthermore in implementing the Study, counterpart
officers with reasonable capability are scarce. It is essential to build institutional and human capacity
along with the Study. Hence, it is proposed for the Study project to hire cconomics students newly
graduated from universities in Japan or English speaking countries, to train them in the Study project
through on-the-job training for a half year or so, and then to dispatch them to the MOF and EAQ as
its counterparts. This will be a new method in the assistance for human and institutional capacity
building. In the long run, this capacity building component could become the-most useful and
effective measure for the economic development of Mongolia. Its sub-components will be:

®

(i)

(i)

In general:

a. 1o establish a joint project office with sceretariat services and with at least two
(preferably three) Japanese experts stationed in Ulaanbaatar,

b. to hire, train and dispatch to the MOF and EAO with capable Mongalians having
completed post graduate works in economics in Japan or in other English speaking
countries; and

c. to undertake on-the-job training to counterpart officers while jointly preducing
strategies specified in Sections (b) and (¢) above, and to provide guidance and
equipment.

Organization specific supports:

a.

b.

C.

supports to MOF’s overall restructuring process as a whote;

supports to Economic Policy Department of MOF in macroeconomic management,
supports to the Budget Department of MOF in strengthening its capacity in
expenditure planning (e.g., shift from the traditional past-expenditure/input-based
budgeting o the new output-based budgeting) and PIP (e.g., investment evaluation
methods) through on-the-job training, training in Japan, seminars on budgeting
methods, manuals, and training visits to Japanese MOF; supports to ACU in ODA
receiving policies; and supports to other departments of MOF if necessary,; and
supports to the Economic Advisors Office (EAO) as it requires;

Supports for investment evaluation and prioritization methods:

a.

capacity building for MOF and line ministries regarding project appraisal, feasibility
studies and investment prioritization methods, since line ministries will be responsible
for project preparation under the newly proposed fiscal management system; to be
done mainly though seminars, training, manuals and on-the-job training.

(e) Flow of the Study

Flow of the Study would be as follows, which is wrilten in a very general format in order to
make it applicable to all of above three components. The specific flow for each component and topic
should be consulted between GOM and a JICA advisory team (being alse proposed to be established)
every six months.



In generak:
(i} Tdentification and analyses of the problems to be tackled,
(i) Survey and analyses of existing situation and causes of the problems:

a. surveying the current slatus about their products, made de operandi, stafling, financial
situation, foreign assistance, etc.;

b. analyzing their strength and short comings;

¢. finding causes of the problems.

(i) policy proposals to solve the problems:

a. alternative policies and their evaluation based on experience of Japan, East Astan
countries and other international experiences; and

b. selection of one set of policies to be recommended.

Ouly for Specific Study(ics).
(iv) Sclection of one policy to be implemented,

(v) Proposal of plans for implementation, required procedures, -supervision mechanism,
operation, and management; and

(vi) guidance, training, and equipment for implementation.

(6) Study Schedule and Reports

The proposed Study schedule is shown in Annex-2. However, since the Study is oriented
towards implementation of its recommendations that are closely linked to actual activities of MOF and
EAOQ, a close coordination of the Study schedule with the time schedule of MOF activities is essential.

In the course of the Study, the following reports shall be submitted. However, timely
submission of necessary recommendation papers on above topics is the most essential rather than
producing the following reports for the sake of report production. Hence, all reports except for

Inception Report in principle arc most likely to be a collection of those recommendation papers and
manuals submitted to GOM as required.

(a) Inceplion Report 30 copies;

{b) Progress Report 30 copies, within 6 months after the commencement of the Study,

{c) Intecim Report 30 copies, within 12 months;

(d) Progress Report 11 30 copies, within 13 months;

{e) Drafl Final Report 30 coptes, within 24 months; and

(f) Final Report 50 copies, within 2 months after the receipt of comments on the Draft Final.

These schedule and report requirements are provisional, and they should be discussed and
agreed between the GOM and the expected JICA scope-of-work mission.

(7) Expected Major Outputs of the Study

In the short-rum:
(a) Three year development strategies and a program, _
(b) Policy recommendations and an implementation program on specific topic(s) that are

critical and urgent for smooth economic transition and development of Mongolian
economy; and

{c) Bridge between this Study results and further financial and technical assistance from
Japan. '



In the long-run;
(a) Smooth cconomic transition and development.

3. OTHER RELEVANT ISSUES AND LOGISTICS

(1) Request of the Study to Other Donor Agencies
None.

(2) Other Relevant Information
Close coordination with the programs of international organizations is essential; particularly

the coordination with the public administration and fiscal reform program by AsDB and New
Zealand, and with ESAF of IME.

(3) Facilities and Infermation for the Study Team

(a) Assignment of counterpart personuel of the imptementing agency for the Study: some
ofiicers from the MOT and three EAQ officers; all having master’s degree in cconomics
and some completed Ph.D. course works.

(b) Available data, information, documents, maps etc. related to the Study: what are available
are a RMS.-X model, statistical data from SOS, BOM and Customs Oftice, numbers of
JSP reports, and reports of IMFE, WB, and AsDB.

(c) information on the security conditions in the Study Area: safe.

4. RELATION TO GLOBAL ISSUES
(Favironment, Women In Development, Poverty, ete.)

(1) Environmental components (such as pollution control, water supply, sewage, environmental
managemenl, forestry, biodiversity) of the Study: none.

(2) Anticipated environimental impacts: none.

(3) Women as main beneficiaries or not: not main beneficiaries but equal beneficiaries as men aec.

(4) Project comgonents which requires special considerations for women: none.

(5) Anticipated impacts on women caused by the Study: normal impacts of economic well being as
the economy stabilizes and grows.

(6) Paverty reduction components of the Study: no such component but general economic
development will improve the life of the poor; if the GOM and GOJ agree, the poverly can be
studied.

(7} Any constraints against the low-income people caused by the Study: none.

5. UNDERTAKINGS OF THE GOVERNMENT OF MONGOLIA

(1) In order to facilitate a smooth and efficient conduct of the Study, the government of Mongolia
shall take necessary measures such as:

{a} to secure the safety of the Study Team,

(b) to permit the members of the Study Team to enter, leave and sojourn in Mongolia in
connection with their assignments therein, and exempt them from alien registration
requirement and consular fees; ’

__65_..



(c)

()

(e)

(H
(g)
()

to excmpt the Study Team from taxes, duties and any other charges on equipment,
machinery, and other materials brought into and out of Mongolia for the conduct of
the Study;

to exempt the Study Team from income tax and charges of any kind of imposed on or
in connection with any emoluments or allowances paid to the members of the Study
Team for their services in connection with the implementation of the Study;

to provide necessary facilities 1o the Study Team for remittance as well as utilization of
the funds introduced in Mongolia from Japan in connection with the implementation of
the Study;

10 secure permission or entry into private properties or restricted areas for the conduct
of the Study;

to secure permission for the Study Team to take all data, documents and necessary
materials related to the Study out of Mongolia to Japan; and

to provide medical services as needed, and its expenses will be chargeable to members
of the Study Team.

(2} The government of Mongolia shall bear claims, if any arises against members of the Japanese

Study Team resulting {rom, occurring in the course of the Study or otherwise connected with the
discharge of their duties in the implementation of the Study, except when such claims arise from
aross negligence or willful misconduct on the part of the member of the Study Team.

()

The MOF and EAO shall act as counterpart agencies to the Japanese Study Team and also as
coordinating bodies in relation with other governmental and non-governmental organizations
concerned for the smooth implementation of the Study.

¢. END STATEMENT

The Government of Mongolia assures that the matters referred in this form will be ensured for
a smooth conduct of the Study by the Japanese Study team.

Signed:
Titled: P.Ts

e Minister of Finane€, MONGOLIA
O behalf of the Government of Monggolia

e 2f Wove b / ﬁ%

doc: pleysptd doc



Annex -1

Ovganization Charts of the MOF and EAQ

The Ministry of Finance

| Mor Minister |

’"*LS_‘E‘EEE‘{FFIEEX_J

Director General, Fiscal Policy Department
Head, Budget, Expenditure and Financing Division
Head, Investment Division
Head, Revenue and Tax Division
Head, Treasury Division

i Director General, Economic Policy Department
Head, Macroeconomic Policy Division
Head, External Relations Division

" Director General, Structurat Adjustment Policy Department
Head, Restructuring and Property Division
Head, Financial Sector Policy Division

—— Head, Accounting and Financial Expertise Division
r - [lead, Division for Administrative Aftairs
—-— Head, Legal Affairs Division

- —— Six Coordinating Agencies
- — Two Implementing Agencies

The Economic Advisors Office for the Prime Minister

er'_ ‘'s. Batbold, Senior Advisor |

——  Mr. B. Sodnompil, Advisor

L  Mr. D. Turbat, Advisor
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