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SECTION 1 – Core characteristics of Centre/Institute
1.1. Description of the Centre (130 words max.)

Your description must specify:
· General description of Centre (year of foundation, location, legal status, areas of focus, profile of staff, etc)
· General description of past and current research activities (topic, duration, methodology, client, etc)
· Organisational structure of centre/institute, Name of director (please provide CV of director and senior management as well as the last annual activity report of the centre)
· Explain why the research of your Center is important for key stakeholders or decision-makers. Describe the past and potential uses of your findings, in relation to the policy and socioeconomic needs/context described above.

	Economic Research Institute (ERI) was established in 2010 as an independent policy research center at the National University of Mongolia. It was financed by the World Bank for the first 2.5 years and it now finances itself through research and consultancy. Our clients include the Ministry of Finance, the Central Bank and etc.
It employs a director, 13 researchers (4 PhD in economics, 1 PhD candidate in economics, 5 MSc in economics, 3 BSc in economics) and an IT manager (see www.eri.mn). The director of ERI is Dr.Tuvshintugs Batdelger (see his CV in the attachment). Also find the last annual activity report in the attachment. 
ERI aims to ensure high quality, peer reviewed analysis on policy issues and methodology (e.g., CGE modelling). We are developing a network of academics and policy makers to improve the quality of debate surrounding policy issues in Mongolia. It is the only economic research institute which has managed to create a network of economists in the country and produced quality research over 6 years. For this reason, key stakeholders or policy makers find our research important.





SECTION 2 – Proposed Research
2. 
2.1. Abstract (100 to 250 words)

The abstract should state the main research question, the context and its relevance in terms of policy issues/needs, complete with a brief description of the methodology(ies) and the data that will be used.

	This research has two objectives. Firstly, it aims to develop the PEP-t-1 (dynamic CGE) model linked with a microsimulation model for the Mongolian economy. Using the model, we will conduct historical simulations to identify the effect of the recent mining boom and bust (1st stage of Oyu Tolgoi copper mine, FDIs etc.,) on the economy. Given this analysis, we will examine the effect of the 2nd stage of Oyu Tolgoi copper mine which has started its investment and will operate fully in 2019. Secondly, we would like to introduce financial flows into the model in a similar way to that in Dixon, Rimmer and Roos (2015). We believe that this would enable us to study the impact of monetary policy in Mongolia. For example, we might be able to study the impact of subsidised mortgage lending scheme in Mongolia along with the conventional monetary policy.      




2.2. Main research questions and contributions

Explain the focus (or key questions) of your research and its policy relevance for the next two years (for example fiscal policy, international trade, agricultural policy, labor market policy, etc). Specify which economic policies will be analysed in the above broad areas. Indicate who would be the targeted client/user of the selected problematic/topic.   
Explain why you think this is an interesting research question and what the potential value added of your work might be (knowledge gaps). You might want to explain whether or not this question has been addressed before in this context (including key references), and if so, what do you wish to achieve (in addition) by examining the question again?
Provide a relevant literature review of the topic the team wants to analyse first. The centre has to identify as well 3 to 4 other relevant topics that will be covered during the IP.

	The Mongolian Economy has experienced remarkable changes since 2010: the growth rate peaked at 17.4% in 2011 but it is expected to be near zero in 2016 and 1% in 2017 according to IMF. We realise that the engine of growth has been the mining sector and related FDIs. About 90% of export and nearly 30% of government revenue is from the mining sector. More than 50% of the mining export is from Oyu Tolgoi (OT) copper mine which started its 1st stage (open pit mine) investment and operation in 2010 and 2013 respectively. During the mining boom in 2010-2013, FDIs were flowing into the country because of high prices of mining commodities and favorable investment environment. But FDIs have dropped dramatically since 2013 because of declines in the prices of mining commodities and a new investment law came in effect in 2012. The Mongolian government has borrowed a significant amount of fund from the international financial market and has fought against a possible recession. This is a brief history of the recent Mongolian economy. At the moment, there is no hope that FDIs will return in the near future. However, OT project has started its investment in the underground mine and will operate in 2019 which is much bigger than its 1st stage in terms of investment and production. Our first research question is to examine the possible impact of the 2nd stage of OT project on the economy in the future. In doing so, we need to identify the effect of the 1st stage of OT project by simulating the model economy historically. Replicating the recent economic history using the model will make CGE models a credible and reliable policy tool to the Mongolian policy makers and other stakeholders. This will be a big contribution to the policy making in Mongolia. We are also interested in questions such as what has happen to inequality during this time and whether the growth has been inclusive. For this purpose, we consider a microsimulation model linked with the PEP-t-1 model.     

In the proposed historical simulations, the nominal exchange (normally the numeraire) and interest rates are exogenous so that we could use its observed values. However, to make the model more credible for future policy analyses, we should introduce financial flows in the model so that some important variables such the exchange rate is endogenous. For this purpose, we would like to extend the model in a way similar to that in Dixon, Rimmer and Roos (2015). This is our second objective. We believe that the model can then be used to assess the impact of monetary policy. During the recent difficult time, the central bank has introduced a non-standard monetary policy – i.e., a subsidised mortgage lending (8% while the market interest rate is about 20%) rather than the conventional expansionary monetary policy (i.e., a decrease in the interest rate). Many individuals are interested in its impact. Currently, the subsidised mortgage loans are given to home buyers who can pay 30% of down payment and the total floor area of the property is less than 80 m2. Given the bad economic condition, the central bank will increase the floor area to 100 m2. In the future, it is likely to increase the floor area and reduce the down payment requirement. Our model maybe able to access the impact of such policies. In addition, of course, the model can be used to examine the impact of conventional monetary policy.   

References:
Dixon, P., Rimmer, M., and Roos, L., (2015). Adding Financial Flows into a CGE model of PHG. http://www.copsmodels.com/ftp/workpapr/g-242.pdf





2.3. Methodology

Present the CGE model (and microsimulation) that will be used to answer the research questions and how exactly they will be used to do so. Describe the general characteristics of the CGE model and how it could be extended to address the needs of the research questions in your proposal. Explain if such models have already been used in the context you are interested in (including key references) in your country and others.

	As mentioned before, we have two objectives. Firstly, we propose to use the PEP standard PEP-t-1 dynamic model (Decaluwe et al., 2013) linked with a microsimulation model for the Mongolian economy. We understand that CGE models with representative households will be used to generate macro variables in response to policy and external shocks while a microsimulation model will be used to analyse the effect of aggregate changes in the economy on individuals within representative agents (such as poverty and income distribution) as it accounts for more heterogeneity than CGE models. 
· Although we have not learned and practised the PEP-t-1 model, some of us have already used the PEP-1-1 model for the Mongolian case (see, Galindev et al., 2015) and some of us have used different dynamic CGE models such as Monash and USAGE. The Mongolian PEP-1-1 model calibrated to a 2010 SAM has 2 types of households (rich and poor), a firm, government, rest of the world, 22 sectors/commodities, 4 types of taxes, 2 types of labor (skilled and unskilled), capital, land, savings-investment and stock change. The National Statistical Office (NSO) has complied 2 more Input-Output tables since 2010, namely in 2012 and 2014. All the tables have 55 sectors/commodities. We will discuss the PEP resource people on the number of sectors/commodities. Otherwise our CGE model will be similar to that in Galindev et at. (2015) except for the dynamics. 
· In terms of microsimulation models, we understand that there are top-down, bottom-up and top-down-bottom-up approaches. Given our limited knowledge of these approaches, we are unable to choose one at the moment. But we will discuss it with the PEP resource people. The household socioeconomic survey in Mongolia is normally conducted by NSO every year on 12000 households which will need to be linked with corresponding representative household. 
For the second purpose, namely to study the impact of monetary policy in Mongolia, we need to introduce financial flows into the model. For this purpose, we may follow Dixon, Rimmer and Roos (2015) which determines the nominal exchange rate (normally the numeraire) endogenously by adding a block of new equations (i.e., governing a stock/flow mechanism) reflecting the main features of the Mongolian financial system. 
References:
· Galindev, R., Baatarzorig, Ts., Batdelger, T., Niyamdorj, N., Batjargal, M., and Tur, T., (2015). “A Static CGE Model of the Mongolian Economy ”. PEP.
· Dixon, P., Rimmer, M., and Roos, L., (2015). “Adding Financial Flows into a CGE model of PHG”. http://www.copsmodels.com/ftp/workpapr/g-242.pdf       



2.4. Data requirements and sources

Describe the Social accounting matrix (SAM) necessary to develop the CGE model proposed above. Identify the data gaps and further data requirements. Applicants are expected to have identified (and when possible acquired) the data required for developing the CGE model referred to in their research proposal. It is also expected that, if additional data is necessary, the Centre/Institute has identified the source and availability of the data. If a SAM is not available or obsolete, the necessary data for constructing (or updating) a SAM should be available.  If a microsimulation model is proposed, availability of survey data (household survey, labor force survey, agricultural survey, etc) should be indicated along with a description of the major characteristics of the survey. 

	There is no official SAM compiled by NSO. However, Galindev et al. (2015) complied a SAM based on 2010 data including the Input-Output table, household socioeconomic survey, labor force survey, government general budget and balance of payments. Our team has two researchers involved in this research who has accumulated considerable experience in building a SAM. Since 2010, NSO has complied two more Input-Output tables in 2012 and 2014. All tables are published with 55 sectors and commodities. We believe that these tables will produce sufficient information necessary for our research. Both household socioeconomic survey and labor force survey have been conducted on 12000 households on monthly basis since 2009.
In relation to the financial model, we need to collect data for bank deposits, domestic bonds, foreign bonds, banks deposits, loans, equities and payments to superannuation as in Dixon, Rimmer and Roos (2015). Such financial data are available from the Central Bank of Mongolia and NSO.   






2.5. Policy context and needs

Describe the specific policy issues or needs that your research aims to address; how your potential outcomes and findings may be used in policy making. Please be as precise as possible, indicating specific current or prospective policies and the specific contributions your research would make.
Also, justify timing of your research in terms of policy and socioeconomic needs and context – e.g. reference to existing, planned or potential policies at the national, regional or local level; specific political context; international examples of similar policy problem or solution, etc. 
The theme for the first research activity must be relevant for the country and ideally selected after consultation with government counterparts, policy makers and/or other stakeholders. It is better, but not necessarily mandatory that the first theme is related to PAGE themes.

	In this research we would like to achieve two objectives:
· To prove that the PEP-t-1 linked with a microsimulation model is a credible tool for policy analyses in Mongolia;
· To extend the PEP-t-1 model with financial flows and use it for the Mongolian monetary policy analyses.
To achieve the first objective, we calibrate the model to the Mongolian data and conduct historical simulations to replicate the recent economic development (2010-2015) by imposing observed exogenous variables. We will then use the model to simulate the impact of the 2nd stage of OT project which has started its investment and will start it production in 2019. Understanding and quantifying the impact of the big projects such as OT project is important for policy makers as the government is keen to get other mega mining projects up and running to generate growth. Our analyses may enable the policy makers to review and readjust their policy.   
Developing a financial/monetary CGE model is very demanded in Mongolia. As being the members of monetary policy Committee until September 2016, both Dr. Batdelger (the director of ERI) and Dr. Galindev talked with economists at the central bank and introduced CGE models to them through seminars. The standard CGE models that we are familiar with are real models in which interest rates and the nominal exchange rate (the numeraire) are exogenous. The effect of changes in interest rates is incomplete as its effect on the exchange rate is not present in the model. Economists at the central bank are more interested in monetary/financial CGE models to assess the impact of monetary policy. The models that they use are macro such as IMF’s FPAS (Forecasting and Policy Analysis System) model showing the interactions between aggregate variables such as GDP, inflation, the exchange rate, interest rates and etc. CGE models, on the other hand, are detailed in terms of industries, commodities, households and etc. The financial CGE model that we propose would be very useful for the central bank to access the impact its policy not only on macroeconomic variables but also on microeconomic variables such as output by industries, poverty, and consumption by commodities and so on. Again we need to prove that such model can replicate what has happened in the past to gain reputation.




2.6. Consultations to date

List all (past) consultations with potential research users (e.g. policy makers or stakeholders) that have helped define your research question, and/or informed you of the specific policy context described above. Include a list of names, institutions and email addresses (add rows when needed). 

	Name
	Title
	Institution
	Email

	Mrs. Urgamalsuvd
	Head of monetary policy division
	Central bank of Mongolia
	urgamal@mongolbank.mn


	Mr. Dorjdari 
	Director
	Natural Resource governance Institute
	dorjdari@resourcegovernance.org


	Dr. Tuvshintugs Batdelger
	Director
	ERI
	tuvshintugs@eri.mn


	Mr. Bayardavaa
	Head of Monetary Policy Department
	Central Bank of Mongolia
	bayardavaa@mongolbank.mn



2.7. Identify target audiences

Identify potential users of your research findings, including policy makers, advisors and other key stakeholders. Provide a list of institutions and, whenever possible, specific individuals to be targeted for effective policy influence. Please also indicate whether you have already made contacts within the institutions (add rows when needed).

	Name
	Title
	Institution
	Email

	Mr. Batkhurel (contacted)  
	Head of Economic Policy
	Ministry of Finance
	batkhurel_g@mof.gov.mn


	Mr. Bayardavaa (contacted)
	Head of Monetary Policy Department
	Central Bank of Mongolia
	bayardavaa@mongolbank.mn

	Mr. Enkhbayar (contacted)
	Advisor to the Prime Minister
	Government of Mongolia
	enkhbayar859@gmail.com




SECTION 3 – Research Team

3. 
3.1. Team members proposed to be part of the Institutionalisation Project

Start with the team leader. Note that PEP favours teams composed of at least 50% female researchers contributing substantively to the project. PEP also seeks gender balance in team leaders and thus positively encourages female-led research teams. PEP also favours the inclusion of young researchers (under 30) lead by a senior researcher.
Specify the role of the director of the centre/institute and that of the IP project leader. These two roles may be identical or distinct. It is fundamental that the IP project leader has substantial experience in CGE models. 
Distinguish between permanent and visiting/temporary/contractual research staff. Those researchers who are not permanent employees of the centre/institute, but who will participate in the IP, must be clearly identified. 
Contributing team members should be categorized as follows: 
· Category 1- Administrative personnel: Director of centre, Head of communication, Administrative secretary in charge of organizing conferences and workshops, etc
· Category 2 – Permanent technical staff: IP project leader and  researchers of the centre
· Category 3 – External staff/associates/affiliates: consultants and researchers who are not permanent employees of centre
For each of the categories, indicate their status, how long they have been working with the institute and specify the percentage of their time to be allocated for the IP. The proposal must state which team members will follow the online training.
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	Name
	Age
	Sex 
	Education level
(specify training in CGE)
	Field of expertise and number of years of work 
experience (specify experience in CGE)
	Years within centre and status[footnoteRef:1] [1:  Use one of the 3 categories to indicate the role of the proposed member. ] 

	Time to be allocated for IP

	Ragchaasuren Galindev
	41
	M
	PhD in economics from Manchester University, UK
(self-learned Monash based CGE models and took training on the PEP standard models)
	6 years of experience in CGE through projects
	Category 1&2
	Has worked with ERI for 1.5 years, he will spend 70% of his time on the IP.
He will need online training on a microsimulation model.

	Esmedekh Lkhanaajav
	41
	M
	PhD in economics
from Victoria University, Australia
(trained in CGE at Center of Policy Studies at Victoria University)
	6 years of experience in learning and practising CGE including university training at PhD level
	Category 2
	Has worked with ERI for 3 years, he will devote 50% of his time to the IP.

He will need online training.

	Tsolmon Baatarzorig
	24
	F
	BSc in economics from the National University of Mongolia, (took training on the PEP standard CGE models and took training from Dr. Galindev on Monash based models)
	The field of expertise is public finance, medium and long terms labor market forecasting and CGE modeling. 
1.5 years of experience in the PEP-1-1 CGE model
	Category 3
	Has worked with ERI since Jan 2016 as a part-time researcher, she will spend 100% of her time on the IP.

She will need online training.

	Delgermaa Begz
	22
	F
	BSc in financial management from Institute of Finance and Economics in Mongolia (she received no training in CGE models)
	The field of expertise is econometric analyses. No experience in CGE models
	Category 2
	Joined ERI in 2016, she will spend 100% of her time on the IP.

She will need online training.

	Tsendsuren Batsuuri
	30
	F
	MSc in environmental and resources economics from ANU (She received no training in CGE models)
	The field of expertise is economics of climate change, environmental and resource economics and green growth. She has no experience in CGE models.
	Category 2
	Joined ERI in 2016, she will spend 60% of her time on the IP.

She will need online training.

	Munkh-Orgil Lkhagvajav
	26
	M
	BSc in accounting and economics from the National University of Mongolia, has received CGE training from Dr. Galindev.
	Expertise in public finance, 2 years of experience in ORANI-G CGE model
	Category 3
	Joined ERI in 2016 as a part-time researcher, he will spend 50% of his time on the IP.

He will need online training.




3.2. Relevant expertise and experience (1,000 words max.)

Starting by the team leader, briefly describe any relevant expertise, knowledge and experience of each one of the team members. Mention relevant skills or abilities that may contribute to the success of the Institutionalisation Project. 
Example: technical knowledge of CGE models, national accounts data, household survey data, GAMS software, statistical software, and previous experience on policy/shock impact evaluation using these techniques. For each member of the IP, specify the type of training in CGE modeling and past experience in CGE models and proficiency in GAMS (attach a CV).  
Furthermore, for each member of the IP project, describe the projects they are currently involved in, when these projects are expected to be finalized and their role.

	Ragchaasuren Galindev is specialising in CGE models based on both GAMS and GEMPACK programs. In 2014, he headed a team of researchers and gained a grant from PEP. In this project, the team used the PEP-1-1 model and studied the effect of two shocks on the Mongolian economy. The project is now complete and published as a working paper (which is available on the PEP website). He has learned and exercised the GEMPACK based CGE models such as the ORANI and USAGE. Using these models, he has done some consultancy work in Mongolia. In addition to CGE models, he is also interested in DSGE and FPAS models and gained considerable experience in MATLAB software. His research papers are published in reputable journals such as Journal of Economics and Dynamics, the Journal of Economic Growth, Oxford Economic Papers and etc. In terms of CGE models, he is currently working on the ORANI-G model, Mini-USAGE and PEP-1-1 models based on the Mongolian data. In 2015-2016, he led our team of researchers worked on two projects that introduced and taught the Mongolian ORANI-G model to the researchers of the Institute of Labour Studies (ILS) at the Ministry of Labour in Mongolia. In 2011, he and others including Esmedekh Lhanaajav prepared the 2010 Mongolian Input-Output table for GTAP 8 database.       
Esmedekh Lhanaajav has recently received his PhD in economics from the Victoria University in Australia. As being a PhD student of CoPS (Center of Policy Studies) under the supervision of a group of CGE modelling experts such as Peter Dixon, Maureen Rimmer and Mark Horridge and others, he is the first properly trained CGE modeller in Mongolia. He has significant experience in national accounts data, GEMPACK software and statistical software like Eviews and Stata. His current research interest is in the next generation CGE models and the application of these models to the analysis of economic growth, structural change, forecasting and policy analysis in resource-rich economies. He was a member of the team worked on the first project introducing the ORANI-G model to the ISL and prepared the main database of the model using the 2012 input-output table data. In 2011, he and others including Ragchaasuren Galindev prepared the 2010 Mongolian Input-Output table for GTAP 8 database. He has no knowledge of GAMS yet.    
Tsolmon Baatarzorig was a member of Dr. Galindev’s team receiving the grant from PEP. She has gained good experience from the project and studied and implemented the PEP-1-1 model and GAMS software. She was the key researcher in that project in terms of compiling the Social Accounting Matrix (SAM) for the Mongolian economy using the 2010 data. Recently, she has compiled a new SAM for the 2012 data for a different purpose. She is currently learning and exercising GEMPACK based CGE models.
Delgermaa Begz has received proper training from the university in software such as Stata, PcGive, Matlab and Eviews in addition to the standard Microsoft programs. She has no knowledge of GAMS yet.
Tsendsuren Batsuuri has sufficient knowledge of Stata and Eviews. She has no knowledge of GAMS yet.
Munkh-Orgil Lkhagvajav has been working on GEMPACK based CGE models and gained substantial expertise in the ORANI-G model (static and dynamic versions). In doing so, he contributed the labor market data to the main data base of the Mongolian ORANI-G model. He has also worked as a key member of the team on two projects commissioned by the ILS (Institute of Labour Studies) in the Ministry of Labour in which they received training from us on the ORANI-G model. He has no knowledge of GAMS yet.



3.3. [bookmark: _Ref85965527]Expected capacity building (200 words max.)

Describe the research capacities that team members are expected to build through their participation in this project. Indicate which tasks each team member would carry out.

	Name
	Task and contribution to the project

	Ragchaasuren Galindev
	Team leader. Will work on the model, simulations and reports. Will engage in publicizing the project with policy makers and other key stakeholders.

	Esmedekh Lkhanaajav
	[bookmark: _GoBack]Senior researcher. Will work on the data, model, simulations and reports. Will present in conferences.

	Tsolmon Baatarzorig
	Researcher. Will work on the data, model and simulations. Will present in conferences.

	Delgermaa Begz
	Researcher. Will learn and practice the data, model and simulations.

	Tsendsuren Batsuuri
	Researcher. Will learn and practise the data, model and simulations.

	Munkh-Orgil Lkhagvajav
	Researcher. Will learn and practise the data, model and simulations.
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