
Integrated Livelihoods Improvement and Sustainable Tourism in  
Khuvsgul Lake National Park Project (RRP MON 48216) 

SECTOR ASSESSMENT (SUMMARY): AGRICULTURE, NATURAL RESOURCES, AND 
RURAL DEVELOPMENT1 

 
Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 
1. Mongolia has a small but growing tourism sector, which provides important opportunities 
for income generation among poverty-stricken rural communities, particularly within protected 
areas. In 2013, tourism comprised 2.5% of gross domestic product (GDP) (MNT423.8 billion) and 
2.1% of total employment (26,500 jobs). By 2024, tourism is forecast to comprise 1.7% of 
adjusted GDP (MNT820.0 billion) and provide 31,000 jobs. International tourist arrivals increased 
from 390,000 in 2004 to 456,000 in 2014, and are forecast to increase 4.4% per annum to almost 
700,000 in 2024.2 Government efforts to expand tourism are centered on the country’s unique 
wilderness values and large network of protected areas (18% of Mongolia’s area),3 presenting 
challenges with respect to maintaining their ecological values and providing benefits to local 
communities. Communities in protected areas in Mongolia are generally poor, rely on herding and 
extraction of natural resources, and have limited financial or technical capacity to develop 
alternative incomes. Tourism benefits are often accrued by external tour companies. Tourism in 
protected areas also poses a management issue for the collection and treatment of sewage and 
solid waste, due to the cold and fragile environment, scarcity of water, and lack of infrastructure. 
This sector assessment focuses on the links between tourism, livelihoods, and natural resource 
management in the project area, Khuvsgul Lake National Park (KLNP).  
 
2. The KLNP is located in Khuvsgul aimag, in northern Mongolia. Khuvsgul aimag is the 
second-poorest of Mongolia’s 21 aimags. In 2014, per capita GDP was $2,008, versus a mean 
national value of $3,920; the mean annual salary was $2,940 per employee, versus a mean 
national value of $5,363; and unemployment was 15.1%, versus a national rate of 7.9%.4 The 
unemployment rate was 15.1%, almost double the national rate of 7.9%. Local GDP is dominated 
by agriculture (50.9% in 2013) (footnote 4). The aimag is one of six that support 76% of 
Mongolia’s forests, but has the country’s highest deforestation rate (5% per year); ranks fifth in 
terms of area of pasture degraded per year; and has some of the lowest rankings in Mongolia for 
human development indicators, including life expectancy and education.5  
 

3. The KLNP was established in 1992. It encompasses 1.2 million hectares of forests and 
mountains that surround Khuvsgul Lake. The lake contains 1% of global fresh water and 70% of 
Mongolia’s fresh water, and is the nation’s largest freshwater lake, at 136 kilometers (km) long 
and 35 km wide. The park was established to protect water resources, and global biodiversity and 
cultural values. Khuvsgul Lake is also of trans-boundary importance, as it drains via the country’s 
largest river, the Selenge, into Baikal Lake in the Russian Federation. The KLNP extends over 
five soums (total population of 16,000 people in 2013) and human densities in the park are low. 
Most of the population resides in two settlements: Khatgal (3,093 people) at the southern end of 
the lake, and Khankh (2,648 people) at the lake’s northern end. Despite the large size of the park, 
there are few roads and these two settlements are the gateways for virtually all access to the 
KLNP. The main entrance to the park is a single road leading to Khatgal. Khankh and the northern 
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area of the lake can only be accessed by an unsealed road from Khatgal along the lake’s eastern 
bank (9 hours by vehicle), or from the Russian Federation. The KLNP is located 12 km from the 
international border with the Russian Federation and a highway extends from the nearest Russian 
City, Irkutsk, to Khankh (about 4 hours by vehicle). 
 
4. Livelihoods. The primary livelihood activities for residents in the KLNP are livestock 
consumption, local sales of wool and meat products, the use of forest products, and local 
fisheries. In 2014, there were about 62,160 livestock in the KLNP, including 21,502 (35%) goats 
and 15,161 (24%) sheep.6 Poverty-stricken households account for 43.4% (410) of households in 
Khatgal, and herding households for 30.2% (285); in Khankh 81.5% (668) of households are 
poverty stricken, and 44.5% (365) are herding households.7 Residents have few opportunities to 
expand livestock-based income because of the cost of transport to the aimag center (located 100 
km away) and low business capacity. Declining nomadism, large herd sizes and overgrazing are 
contributing to the erosion of stream banks, declining soil fertility, drying of the permafrost layer, 
and increasing risk of forest fires. This ongoing cycle is resulting in the permanent loss of forest 
lands and conversion to meadow.8 Fish from Khuvsgul Lake are caught for personal consumption 
and also sold as smoked products to tourists. Ensuring the sustainability of resource use for the 
long-term benefit of the people and park urgently requires improvements in land use planning and 
the technical capacity of residents and the KLNP Administration for natural resource 
management.  
 
5. Tourism. The natural values of the KLNP form the basis for a rapidly expanding but 
uncontrolled tourism industry. In 2000, the KLNP was the fourth-most visited location in 
Mongolia. 9  In 2015, it was ranked third by TripAdvisor among 51 listed national tourist 
attractions.10 During 2010–2014, annual tourist visits increased from 11,000 to 60,000 (over 90% 
of visitors were from Mongolia), 11  because of improved road access and reduced visa 
restrictions. The number of tourist lodges around Khuvsgul Lake has increased from one in 1990 
to about 62 in 2015. Most large tour operations are not locally owned. Due to the limited road 
access between Khatgal and Khankh, most tourists enter the park via Khatgal and remain there, 
except Russian tourists, who access the park via Khankh. Park management personnel have 
insufficient capacity and resources to manage tourism activities. Camping and vehicle access is 
uncontrolled, and some tour camps are unlicensed. Tourism presents a major new opportunity for 
income diversification for residents, yet few derive these benefits because of their limited capacity 
and resources to develop tourism goods and services. 
 
6. Waste management. Khuvsgul Lake is gradually becoming polluted by sewage and solid 
waste as a result of the impacts of rapidly increasing tourism, as well as livestock. Sewage and 
solid waste are collected from tour camps and residents by soum litter vehicles and transferred to 
the soum landfill 8 km south of Khatgal. Tour camps are required to pay per trip or transfer the 
waste themselves. With the exception of a small number of relatively large and wealthy camps, 
most tour operators do not pay these costs, with sewage and solid waste instead disposed of via 
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unlined pits scattered around the lake, some within 10 meters of the lake shore. A 2014 study 
indicated that levels of plastic pollution in Khuvsgul Lake exceed those in found in many lakes in 
North America.12 Although most of the lake remains clean, small seasonal algal blooms (which 
are evidence of eutrophication) now occur in some locations near tour camps, indicating that 
camp waste is entering the lake through surface or ground water. 
 
7. Park management. The KLNP is managed by the KLNP Administration, under the 
Department of Protected Areas Management of the Ministry of Environment, Green Development 
and Tourism. The park headquarters are in Khatgal, with 35 staff, including 15 rangers, in 2015.13 
There are insufficient personnel and resources to address the multiple management issues in the 
KLNP and staff have limited education or technical training in park management. For land use 
planning, the internal zoning of a protected area is a critical policy tool to support livelihoods.14 
The current zones in the KLNP exhibit inconsistencies with land use, and there are positive 
opportunities to strengthen park zoning. Given the park’s strategic location, the rapid increase in 
tourism, and likely expansion of tourism and transport infrastructure, a best-practice approach to 
strengthening park zoning would provide a strong basis to support communities, tourism, and 
conservation. Improved zoning could: (i) support the residents of Khankh, which is an isolated 
enclave in the KLNP; (ii) support herding livelihoods; (iii) identify strategic areas for tourism and 
future investment; (iv) help secure the lake’s water quality; and (v) improve the sustainability of 
actions in the current project through long-term planning. 
 
 2. Government’s Sector Strategy 
 
8. Under the Millennium Development Goals-based Comprehensive National Development 
Strategy for Mongolia,15 tourism is slated to become a leading economic sector, after mining and 
agriculture. Priorities include improved tourism infrastructure, services and staff training; winter 
tourism; and a target of 1 million international visitors by 2015 (this target may in fact not be 
achieved for over a decade; para. 1). In 2015, Mongolia was the official partner to the International 
Tourism Boerse, the largest annual tourism trade fair in the world. The KLNP is identified as a 
major target for national tourism development. 16  Ideas fielded for the KLNP include the 
re-opening of an airport; improved road and rail access from the Russian Federation; sealing of 
the road between Khatgal and Khankh; and a Tsaatan (reindeer people) town, ski resort, theatre, 
hotels, game park, and water park.17 The extent to which some or all of these concepts might be 
implemented is unclear, although it seems likely that the development of transport and tourism 
infrastructure will continue. Mongolia’s 2014 National Waste Management Strategy recognizes 
the issue of increasing sewage and waste pollution and the challenges of treatment in very cold 
regions with limited infrastructure. 
 
9. The 2014 KLNP Management Plan and 2014 Integrated Water Resources Plan for 
Khuvsgul Lake and the Eg River Basin provide the regulatory framework for the KLNP, although 
the former plan focuses on research requirements and provides few quantitative targets, and the 
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latter focuses on biodiversity conservation. Neither addresses the issues of tourism, waste 
management, or livelihoods in detail. 
 
10. Considerable work remains to achieve government plans for tourism while ensuring the 
sustainable use of natural resources and protection of ecological values in protected areas in 
Mongolia. Transport and waste management infrastructure, facilities for tourism goods and 
services, and basic skills training for employees have yet to be developed in many regions. 
Protected areas are a government target for tourism but most are under resourced. Tourism 
development will require participatory planning to ensure that local residents have the opportunity 
and capacity to benefit from tourism. 
 
 3. ADB Sector Experience and Assistance Program 
 
11. The Asian Development Bank (ADB) interim country partnership strategy, 2012–2016 for 
Mongolia highlights the need to address the degradation of natural resources and environmental 
pollution, increase the competitiveness of the non-mining tradable sector, and diversify the 
economy.18 Ecosystem management and community-based natural resources management are 
identified as areas for ADB intervention. Waste management (under the water and other urban 
infrastructure and services sector) continues to be a priority for Mongolia. A major theme of the 
strategy is to pursue innovative and sustainable means to achieve inclusive growth. ADB’s 
current portfolio reflects its broadening base in Mongolia, which includes the current project, river 
rehabilitation, agricultural and rural development financing, and solar district heating.  
 
12. The current project is aligned with this multi-disciplinary approach, addressing livelihood 
improvement, income diversification, sustainable tourism, and waste management within the 
context of a protected area. Tourism is a relatively new area for ADB sector engagement in 
Mongolia.19 The project provides the opportunity to facilitate future ADB assistance to Khuvsgul 
aimag, especially for the sustainable development of regional tourism, environmental and waste 
management, and transport infrastructure, because of the (i) need for poverty alleviation 
measures in the aimag (para. 2); (ii) KLNP’s strategic location on the border with the Russian 
Federation; and (iii) government’s aim to expand tourism, with Khuvsgul aimag and the KLNP as 
a central focus (para. 8). Through the project, ADB will also establish new partnerships with KfW 
and local civil society organizations such as the National University of Mongolia. 
 
13.  The project is supported by a strong ADB portfolio in Mongolia of grants and loans for 
rural agriculture, livelihood improvement, and the management of wastewater.20 It will build upon 
the experience of projects for rural livelihood improvement21  and complements three technical 
assistance beginning in 2015 for community forestry, wetlands, and water security.22 
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Problem Tree for Tourism and Livelihoods in Khuvsgul Lake National Park 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Existing livelihood 
resources decline 

Potential for tourism-based 
livelihoods declines 

Downstream national (Selenge 
Basin) and transboundary 

(Baikal Lake) impacts 

Livelihood and tourism values of KLNP 

are threatened 

Few local 
benefits from 

tourism 

Unmanaged 
livestock grazing 

in the KLNP 

Limited 
enforcement of 

KLNP regulations 

No collective 
stakeholder vision 
or co-management 

for tourism  

Low capacity and 
resources to 
develop local 

goods and services 
 

Limited opportunity 
to provide goods 
and services to 

existing tour 
operators 

No herding groups or 
organized pasture 

management 

Excessive livestock 
herd sizes, especially 

of goats, result in 
overgrazing and 

damage to streams 

Low capacity and 
resources to diversify 
income and alter herd 
sizes or composition  

Low 
management 

capacity of KLNP 
Administration 

Inadequate 
equipment and 

resources 

Inadequate park 
budget 

Insufficient staff 
and training 

KLNP = Khuvsgul Lake National Park 

 = to be addressed by the project. Note. Fourth branch of the tree (strengthening of enforcement capacity) is 
being addressed by other agencies including the Mongol Ecology Center. 

Khuvsgul Lake 
environment 

becoming polluted 

No system of 
organized waste 

management  
 

No stakeholder 
codes of practice for 

lake protection 

KLNP zones not 
based on 

best-practice 
technical and 
participatory 

approaches; do not 
maximize benefits 

 

No water quality 
monitoring 

 

Tour camp sewage 
and litter is impacting 

tourism values 

Limited pasture land 
around Khuvsgul Lake 



 

 

6
 

Sector Results Framework (Agriculture and Natural Resources, 2014–2016) 
 

Country Sector Outcome Country Sector Outputs ADB Sector Operations 

Outcomes with 
ADB 
Contribution 

Indicators with 
Targets and 
Baselines 

Outputs with 
ADB 

Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing ADB 
Interventions 

Main Outputs Expected 
from ADB Interventions 

Increased 
productivity in 
agriculture 
sector in line 
with the national 
green 
development 
policy  

By 2016: value 
added of 
agro-processing 
increased by at 
least 30% (2012 
baseline: MNT460 
billion) 

Agriculture 
value chain 
and natural 
resource 
management 
improved 

By 2016: management 
strengthened in three 
ecosystems, e.g., forest 
reserves, grasslands, 
and wetlands (2013 
baseline: 0) 
 
29 river basin authorities 
established and 
strengthened by 2015 
(2014 baseline: 1) 
 
At least 400,000 ha of 
forest area and 200,000 
ha of grassland under 
improved natural 
resource management 
by 2016 (2009 baseline: 
0) 
 
Volume of domestically 
processed wool 
increased from 90% in 
2014 to 100% in 2016 

Planned key activity areas 

Water security (40% of funds) 
Agriculture and agro-processing (40% of 
funds) 
Climate resilience (20% of funds) 
 
Pipeline projects 

(i) Agriculture and Rural Development 
Project (additional financing) (ADF: $15 
million and OCR: $35 million) 

(ii) Agri-business Development (OCR: $50 
million) 

(iii) Tuul River Improvement Project (ADF: 
$20 million) 

(iv) Khuvsgul Lake Protection (JFPR grant: 
$2.5 million) 

(v) Country water security assessment 
(CDTA: $0.5 million) 

(vi) Strategic Planning for Peatlands in 
Mongolia (TBD, $0.25 million) 

(vii) Sustainable Forest Management to 
Reduce GHG Emissions and Improve 
Livelihood of Local Communities (JFPR 
grant: $2 million) 

 
Ongoing projects with approved 
amounts 

(i) Agriculture and Rural Development 
Project (ADF: $14.7 million) 

(ii) Establishment of Climate-Resilient Rural 
Livelihoods (JFPR grant: $2.5 million) 

(iii) Preparing the Tuul River Improvement 
Project (JFPR PPTA: $1 million) 

Planned key activity and 
pipeline projects 

One river basin authority 
strengthened 
Improved value chains for 
about 40 agro-processing 
companies 
 
Grassland and forest 
management improved in 
one aimag (province) 
 
Ongoing projects 

Improved value chains for 
10 agro-processing 
companies 
 
Grassland and forest 
management improved in 
one aimag 

ADB = Asian Development Bank, ADF = Asian Development Fund, CDTA = capacity development technical assistance, GHG = greenhouse gas, ha = hectare, JFPR = 
Japan Fund for Poverty Reduction, MNT = Mongolian togrog, OCR = ordinary capital resources, PPTA = project preparatory technical assistance, TBD = to be 
determined. 
Sources: Asian Development Bank; and ADB. 2012. Interim Country Partnership Strategy: Mongolia, 2014–2016. Manila. 
 


