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I. THE PROPOSAL 
  
1. I submit for your approval the following report and recommendation on two proposed loans 
to Mongolia for the Sustainable Tourism Development Project. 
 
2. The project will help transform two national parks in Khuvsgul and Khentii aimags 
(provinces) as models for economically inclusive tourism and conservation in the protected area 
network, by improving park infrastructure, sanitation, and capacity to manage tourism growth 
sustainably.1 About 11,009 residents are expected to benefit from the project outputs, which are 
designed to achieve tourism-related income for communities, protection of natural capital, and 
climate-resilient facilities; and which scale up from previous grant projects in each park. 
 

II. THE PROJECT  
 
A. Rationale  
 

3. Tourism is the largest and fastest growing sector of the global economy. Ecotourism, a major 
subsector,2 comprises up to 20% of global tourism and is a major contributor to rural income and 
the financing of protected areas in many countries.3 Mongolia has a small but rapidly growing 
tourism sector. In 2017, tourism comprised 11.4% of Mongolia’s gross domestic product (GDP), 
generating $1.2 billion, 10.4% of total employment, and 121,500 jobs. By 2028, tourism is forecast 
to comprise 11.0% ($2.1 billion) of GDP and provide 149,000 jobs. International visitor arrivals 
totaled 471,239 in 2017 and are forecast to increase to 1 million by 2028.4 Developing the tourism 
sector is a high national priority to diversify the economy and create jobs, especially under 
Mongolia’s current economic difficulties. The government’s plans to expand tourism focus on 
ecotourism in protected areas, which encompass 21% of Mongolia’s area and are targeted to reach 
30% by 2030.      
  
4. Mongolia ranks low in the Travel and Tourism Competitiveness Index (in 2017, Mongolia 
was ranked 102 out of 136 countries evaluated). Challenges include low service standards, 
inadequate infrastructure, and a short tourism season due to harsh winters. Most protected areas 
are underfunded and located in remote regions of high poverty. Tourism, if unmanaged, may also 
result in ecological and cultural impacts and provide few local benefits. To address these issues, 
the government has initiated the National Program on Tourism Development, 2016–2030, which 
aims to establish Mongolia as a global destination for nomadic culture.5 The program outlines a 
phased approach for tourism development that focuses initially on protected areas in northern, 
central, and eastern Mongolia. It prioritizes investments in visitor facilities, transport and sanitation 
infrastructure, and community-based products and services. Five sites are listed to pilot and 
catalyze ecotourism development, two of which are designated the highest priority: Khuvsgul Lake 
National Park (KLNP) in Khuvsgul Aimag and Onon-Balj National Park (OBNP) in Khentii Aimag.6   

                                                
1 The Asian Development Bank (ADB) provided technical assistance to design the project (ADB. 2016. Technical 

Assistance to Mongolia for the Sustainable Tourism Development Project. Manila). 
2 Ecotourism is defined as “responsible travel to natural areas that conserves the environment, sustains the well-being 

of local people, and involves interpretation and education”. The International Ecotourism Society. What is 
Ecotourism? 2015. http://www.ecotourism.org/what-is-ecotourism. 

3 Y.-F. Leung et al. 2018. Tourism and visitor management in protected areas. Gland: International Union for 
Conservation of Nature World Commission on Protected Areas. 

4 World Travel and Tourism Council. 2018. Travel and Tourism Economic Impact 2017: Mongolia. London. 
5 Government of Mongolia. 2015. National Program on Tourism Development, 2016–2030. Ulaanbaatar. 
6 The other three sites are the Orkhon Valley National Park, Ugii Nuur Ramsar site, and Tuv Aimag (central Mongolia). 

Sites were selected based on high ecological and/or cultural values, poverty, and increasing visitor numbers. 

 

https://ecotourism.org/what-is-ecotourism/
https://ecotourism.org/what-is-ecotourism/
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5. The KLNP (1.18 million hectares) and OBNP (0.42 million hectares) are the largest 
national parks in northern and eastern Mongolia. Khuvsgul Lake in the KLNP is Mongolia’s largest 
freshwater resource.7 The OBNP is the documented birthplace of Chinggis Khaan, a historical 
leader revered in Mongolia. Both parks support global biodiversity values, small populations with 
high poverty rates,8 and transboundary river basins with the Russian Federation. Despite these 
similarities, the parks are at very different stages of tourism development. In 2017, the KLNP 
received about 89,000 visitors and the OBNP received about 20,400 visitors.9 Improved road and 
air access to the KLNP was established in 2010. Since then, visitor numbers have increased 
rapidly, and the park has become a major national tourism destination. Growth has been 
unplanned and has resulted in severe seasonal congestion, damage to natural resources, and 
few community benefits. In contrast, the OBNP has limited road and no air access, but a road to 
the park will be constructed in 2021 as part of government efforts in regional tourism. Without 
planning, this may result in rapid increases in visitor numbers and similar impacts as at the 
KLNP.10 The KLNP and OBNP reflect many of the challenges faced in developing sustainable 
tourism in Mongolia’s protected areas, which require a focus on four key areas, as follows. 
 
6. Limited inclusive planning and community benefits. Few KLNP and OBNP residents 
derive income from tourism, and most tour camp employees are external workers.11 This is due 
to several linked factors. At the institutional level, livelihood and tourism targets are not included 
in the soum (county) development plans for either park. Residents face unique planning 
restrictions due to park regulations, yet soum and park management plans are not integrated. 
Khankh soum in the KLNP lacks any development plan but is the only soum in Mongolia located 
entirely within a protected area. At both parks, the issuance of licenses for tour camps is not based 
on systematic procedures or social and environmental standards. This has favored external 
operators, which have greater access to finance and external markets. Most residents have low 
capacity and capital to produce quality goods (e.g., handicrafts) or services (e.g., food supplies, 
guiding). Institutional support to promote local products and train residents is also limited.  
 
7. Insufficient enabling infrastructure. Public infrastructure in the KLNP and OBNP is 
limited or outdated. This impacts park management and the visitor experience. At the KLNP, the 
closest area to the provincial capital (Murun) for public access is a road along the shore of 
Khuvsgul Lake. This supports the park’s highest numbers of tour camps, visitors, and vehicle 
activity. The road is unsealed and lacks barriers, signs, or car parks. Access is uncontrolled. 
Sections of lake shoreline are damaged from vehicle activity, and dust generated by vehicles is a 
significant source of lake pollution. The OBNP has few visitor facilities, roads, or car parks, yet 
tourism growth is expected (footnote 11) and requires infrastructure planning. Neither park has a 

                                                
7 The lake contains 70% (380.7 cubic kilometers) of Mongolia’s freshwater and 1% of global freshwater. C. Goulden 

et al. 2006. The Geology, Biodiversity and Ecology of Lake Hövsgöl (Mongolia). Leiden: Backhuys Publishers. 
8 Khuvsgul and Khentii aimags exhibit high levels of poverty. In 2017, GDP per capita was $1,567 (Khuvsgul) and 

$1,842 (Khentii) versus a national mean of $3,591; and unemployment was 8.5% (Khuvsgul) and 10.1% (Khentii) 
versus a national rate of 7.5%. The KLNP and OBNP are located in 10 soums (counties), with poverty rates of 36%–
44%. In 2017, the total population in both parks was 36,573, of which about 25% was in three towns: Khatgal (3,195), 
Khankh (2,783) in the KLNP, and Dadal (3,006) in the OBNP. National Statistical Office. 2018. Mongolian Statistical 
Yearbook 2017. Ulaanbaatar. 

9 From 2009 to 2017, visitor numbers rose by 572% in the KLNP and 528% in the OBNP (mean annual increases of 
38% and 32% respectively). Most arrivals (99%) are from June to August, according to visitor logbooks. 

10 Growth projections indicate that, by 2038, annual visitor numbers may have increased to about 161,000 at the KLNP 
and 136,000 at the OBNP. Sector Assessment (Summary): Multisector (Agriculture, Natural Resources, and Rural 
Development; and Industry and Trade) (accessible from the list of linked documents in Appendix 2). 

11 Tourism-related income is defined as any income-generating activity linked with tourism goods and/or services, 
e.g., guides, handicrafts, food suppliers, and camp employees. In 2018, 13.3% (2,650) of KLNP residents and 7.5% 
(1,249) of OBNP residents derived income from tourism. Sixty-three tour camps (50 in the KLNP and 13 in the OBNP) 
operated at the parks, with a total of 503 employees, of which 56% (283) employees were from other aimags. 
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visitor center, which hinders fee collection, reduces the visitor’s sense of “destination,” and limits 
the opportunity to inform visitors about park regulations and community goods and services. 
Public trails are in poor condition, reducing visitor satisfaction and creating safety risks. 
 
8. Inadequate waste management. The KLNP and OBNP have no organized systems for 
waste collection or treatment. Public toilets are mostly unlined pits, and sewage seeps into the 
soil and waterbodies. Landfill sites are present at each park, but are shallow, unlined excavations 
with limited management. Projections based on population and tourism growth indicate that solid 
waste generation will increase by over 290% by about 2038 (footnote 11). At the KLNP, the 
pristine quality of Khuvsgul Lake is threatened by sewage disposal, dust (para. 7), and litter. For 
both parks, poor sanitation is a key factor contributing to reduced visitor satisfaction. To address 
these issues, traditional infrastructure solutions need to be combined with small, decentralized 
methods tailored to local conditions and seasonal changes in visitor numbers. 
 
9. Inadequate park management. The KLNP and OBNP administrations are underfunded 
and have limited equipment and resources. Entry fees, tourism concessions, and central 
government funding are key revenue sources for both parks, yet ticket collection booths are poorly 
located and campsites are not well managed, resulting in a loss of revenue. Park staff do not have 
the training to plan for and manage tourism growth. Both parks have management plans, yet 
these focus on biodiversity conservation and do not provide guidelines or targets for livelihoods, 
tourism, sanitation, and the management of park revenue streams. The impact of climate change 
is a cross-cutting issue that affects many management issues at the KLNP and OBNP. Increasing 
temperatures, extreme rainfall events, and overgrazing contribute to soil exposure, permafrost 
damage, algal blooms, and tree dieback, in a continuous cycle that also increases fire risk. 
 
10. Government and donor efforts are addressing some of these issues. Grant projects funded 
by the Japan Fund for Poverty Reduction (JFPR) have been implemented at the OBNP (2008–
2013) and KLNP (2016–2019), benefiting more than 4,000 residents through small business 
initiatives and strengthened park management. Key initiatives included the establishment of 
community revolving funds (for income diversification), a tourism council (to facilitate tourism 
planning), community waste management teams (CWMT) (litter control), and sustainable 
financing arrangements to maintain the revolving funds and pay team salaries through campsite 
and public toilet entry fees.12 Civil society organizations and other donors have provided support 
for park equipment, ranger training, litter collection, and livelihoods. These measures have been 
small in scale yet provide a strong platform to scale up and achieve a holistic approach for 
conservation and development at the KLNP and OBNP. Continued focus on these two parks is a 
priority to (i) leverage previous efforts; (ii) establish a new focus on tourism management, tailored 
to each park; (iii) for the OBNP, manage the opportunities and risks posed by pending road 
construction; and (iv) complement donor efforts in other protected areas.13 
 
11. Strategic fit. The project is aligned with Mongolia’s National Program on Tourism 
Development, 2016–2030 (footnote 6) which prioritizes the KLNP and OBNP for ecotourism 
development. It also supports the country partnership strategy for Mongolia, 2017–2020 of the Asian 

                                                
12 ADB. 2008. Grant Assistance to Mongolia for Poverty Reduction through Community-Based Natural Resource 

Management. Manila; and ADB. 2015. Grant Assistance to Mongolia for Integrated Livelihoods Improvement and 
Sustainable Tourism in Khuvsgul Lake National Park Project. Manila. Other measures included the establishment of 
community groups to improve resource management (OBNP); and piloting of water-efficient toilets (KLNP). For the 
OBNP, the JFPR-supported mechanisms established in 2008 to 2010 were reviewed and remain largely operational. 

13 Thompson, A. et al. 2014. Tourism Concessions in Protected Natural Areas: Guidelines for Managers. New York: 
UNDP; and KfW. 2015. Biodiversity and Adaptation to Climate Change Project. Ulaanbaatar.  
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Development Bank (ADB), for income diversification and sustainable tourism in wilderness areas, 
and is listed in the country operations business plan for 2019–2021; and ADB’s Strategy 2030 
operational priorities A (reducing poverty), C (climate resilience, environmental sustainability), and 
G (regional cooperation and integration).14 The project leverages two JFPR grants (footnote 13) 
and is a timely response by ADB to support Mongolia’s growing tourism sector. 
 
12. Lessons. The project designs reflect the experience gained from the JFPR grants at the 
KLNP and OBNP; and incorporate best-practice lessons for ecotourism, sanitation, and 
infrastructure by ADB, civil society organizations, and other donors: (i) a multisector design that 
addresses the linked issues of livelihoods, tourism, waste, and conservation, tailored to the different 
tourism scenarios at each park; (ii) transport and waste management designs, which combine 
structural and nonstructural measures; (iii) infrastructure designed for climate resilience, durability, 
and cost-effectiveness; (iv) the management of park revenue streams; and (v) capacity building, 
which builds on the grant trainings, focusing on the lead role of women for local tourism initiatives.15 
 
B. Impact and Outcome 
 
13. The project is aligned with the following impact: sustainable economic growth and 
environmental improvement in Khuvsgul and Khentii aimags achieved (footnote 6). The project 
will have the following outcome: sustainable and inclusive tourism in the KLNP and OBNP 
developed.16 
 
C. Outputs 
 
14. Output 1: Inclusive planning and capacity for community-based tourism enhanced. 
This output will strengthen the institutional framework for tourism planning and increase the 
number of local beneficiaries from tourism. The project will (i) revise the development plans for 
the three largest settlements at the KLNP and OBNP to include livelihood targets, natural resource 
use, and spatial planning for about 9,000 residents, based on growth projections and compatibility 
with park management; (ii) establish tourism concession manuals and an ecotourism certification 
program for each park, to embed social and gender targets and environmental standards in the 
concession process, strengthen links with local goods and services, and provide a stable business 
framework for 63 tour camp operators and more than 500 employees; (iii) strengthen the KLNP 
tourism council (para. 10) and replicate this at the OBNP to guide tourism planning; (iv) install 
information facilities in the Khuvsgul Aimag capital (the gateway for most visitors to the KLNP) to 
promote KLNP products and services; and (v) build on the previous community and gender 
initiatives by providing vocational training for small tourism businesses and service providers, and 
installing 11 women-led tourist markets, as outlets for the JFPR-trained vendors. About 10,500 
residents (50% women)—one-third of the population (footnote 9)—will benefit from tour camp 
jobs and/or new or expanded business opportunities. 
 
15. Output 2: Enabling infrastructure for tourism constructed. At the KLNP, the project will 
(i) upgrade 37.9 kilometers (km) of unsealed roads; (ii) construct eight small car parks (linked with 

                                                
14 ADB. 2017. Country Partnership Strategy: Mongolia, 2017–2020—Sustaining Inclusive Growth in a Period of 

Economic Difficulty. Manila; ADB. 2018. Country Operations Business Plan: Mongolia, 2019–2021. Manila; and ADB. 
2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. Manila. 

15 ADB. 2017. Tourism Sector Assessment, Strategy, and Road Map for Cambodia, Lao People’s Democratic Republic, 
Myanmar, and Viet Nam (2016–2018). Manila; ADB. 2008. Grant Assistance to Mongolia for the Community-Based 
Local Road Upgrading and Maintenance in the Western Region of Mongolia. Manila; and ADB. 2014. From Toilets 
to Rivers: Experiences, New Opportunities, and Innovative Solutions. Manila. See also footnote 3. 

16 The design and monitoring framework is in Appendix 1. 
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the women-led tourist markets: output 1); and (iii) improve traffic control and safety, focusing on the 
sites subject to the highest seasonal congestion, unregulated public access, and vehicle-induced 
pollution. At the OBNP, the project will (i) construct a tourism center, the Chinggis Khaan Tourism 
Complex (CKTC); (ii) establish supporting infrastructure, comprising ticket collection booths, 
information signs, and three car parks; and (iii) upgrade a short access road (2.6 km), and extend 
(by 4.5 km) the soum power line, to the CKTC site. The CKTC will catalyze and strengthen tourism 
development for the OBNP. It will be managed by a state-owned company, which will have a key 
mandate to (i) promote community-led tourism at the OBNP; and (ii) develop low-impact tourism 
activities based on heritage, education, and conservation values. It will prioritize local employment 
and community goods and services and work closely with the OBNP tourism council (output 1) for 
tourism planning. For both parks, the project facilities will support the efficient management and 
public entry of more than 5,000 visitors per day during peak season, reduced congestion, and 
improved protection of the park core zones. 
 
16. Output 3: Waste management improved. Output 3 will (i) facilitate the installation of low-
cost and gender-sensitive toilet systems at about 102 tour camps, campsites, and project-funded 
car parks. The project will replicate successful JFPR-funded toilet designs, procedures for 
operation and maintenance (O&M), and CWMTs, including sustainable financing for the CWMT 
salaries (para. 10); and scale these up at the KLNP and OBNP; (ii) construct three wastewater 
treatment plants (WWTPs); and (iii) upgrade three landfill sites, for a total new capacity of 72,500 
cubic meters, and develop new procedures for recycling and waste management. The cumulative 
benefits of the grant and loan-funded interventions will provide improved hygiene conditions for 
more than 9,000 residents (about 50% women) and 290,000 visitors per year at both parks. 
 

17. Output 4: Park management strengthened. Output 4 will (i) construct a KLNP 
headquarters and visitor center, two fee collection stations, and a road control station. This will 
improve revenue collection, strengthen the visitor experience, promote local goods and services, 
and improve protection of the park’s core zone and wilderness values; (ii) rehabilitate 15 km of 
public trails subject to high seasonal use; (iii) revise the KLNP and OBNP management plans with 
the project measures, including O&M costs and financing sources for the project facilities;17 
(iv) prepare a 4-year action plan for each park, to guide the implementation of the revised 
management plans; and (v) train park and soum government staff (about 40% women) to 
implement the revised plans. The officially endorsed plans, together with the new soum 
development plans (output 1), will provide the first comprehensive guidance for central and local 
government to manage tourism, conservation, and development at the KLNP and OBNP. They 
will align with provincial tourism plans and contribute to regional tourism development targets. 
 
18. Promoting innovation, knowledge, and value added by ADB assistance. This will be 
the first loan project for Mongolia to focus on tourism and protected area management. The designs 
scale up from measures established under two JFPR grants and other donor efforts, and match 
these with physical investments and institutional planning. Key features include (i) piloting of the 
first tourism concession manuals and eco-certification program for protected areas in Mongolia; (ii) 
the introduction of international standards for the construction and operation of rural landfills; (iii) 
adaptation measures to address adverse climate change impacts, including climate-resilient road 
designs and incorporation of climate resilience in the revised park management and soum 
development plans; (iv) infrastructure designs based on growth projections and cost efficiency; and 
                                                
17 O&M costs for the project facilities have been established. Project revenue streams and O&M financing sources 

include income from the tourism concessions (output 1) and entry fees for the parks, visitor centers, public toilets, 
and campsites (outputs 2–4). Opportunities for public–private partnerships to manage the WWTPs, landfills, and 
visitor centers will be assessed during implementation. 
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(v) cross-cutting links between each output, including the integrated siting of roads, car parks, public 
toilets, and tourist markets. Lessons learned will be disseminated as part of the project stakeholder 
communication strategy (para. 27).18 The designs are consistent with best practice principles for 
sustainable tourism in protected areas.19 
 
D. Summary Cost Estimates and Financing Plan 
 
19. The project is estimated to cost $38.4 million (Table 1). Detailed cost estimates by 
expenditure category and by financier are included in the project administration manual (PAM).20 
 

Table 1: Summary Cost Estimates 
($ million) 

Item Amounta 
A. Base Costb   
 1. Inclusive planning and capacity for community-based tourism enhanced 1.2 
 2. Enabling infrastructure for tourism constructed 23.9 
 3. Waste management improved 2.6 

4. Park management strengthened 2.1 
5. Project management 1.2 

  Subtotal (A) 31.1 
B. Contingenciesc 5.0 
C. Financing Charges During Implementationd 2.3 
   Total (A+B+C) 38.4 

Note: Numbers may not sum precisely because of rounding. 
a Includes taxes and duties of $3.4 million to be financed from government resources and the Asian Development 

Bank. Such amount does not represent an excessive share of the project cost. The government will finance taxes 
and duties of $0.4 million through exemptions. 

b In 2018 prices as of 31 December 2018. 
c  Physical contingencies computed at 4.0% for civil works, goods, and consulting services. Price contingencies 

computed based on domestic inflation rates: 8.0% from 2019 onward; and foreign inflation rates: 1.5% in 
2019−2020, 1.6% from 2021 onward. 

d  Includes interest and commitment charges. Interest during construction for the ordinary capital resources loan has 
been computed at the 5-year United States dollar fixed swap rate plus an effective contractual spread of 0.5% and 
maturity premium of 0.1%. Commitment charges for this loan are 0.15% per year to be charged on the undisbursed 
loan amount. Interest during construction for the concessional loan will be charged at 2.0% per annum. 

Source: Asian Development Bank estimates. 

 
20. The government has requested a regular loan of $19 million and a concessional loan of 
$19 million from ADB’s ordinary capital resources to help finance the project. The regular loan will 
have a 26-year term, including 5-year grace period; an annual interest rate determined in 
accordance with ADB’s London interbank offered rate (LIBOR)-based lending facility; a 
commitment charge of 0.15% per year (the interest and other charges during implementation to 
be capitalized in the loan); and such other terms and conditions set forth in the draft loan 
agreement. Based on the straight-line method, the average maturity is 15.75 years, and the 
maturity premium payable to ADB is 0.10% per year. The concessional loan will have a 25-year 
term, including 5-year grace period and an annual interest rate of 2.0%, with no maturity premium 
or commitment charge; and such other terms and conditions set forth in the draft loan 
agreement.21 The summary financing plan is in Table 2. 
 

                                                
18 Project Innovation and Knowledge Dissemination (accessible from the list of linked documents in Appendix 2). 
19 World Tourism Organization. 2004. Indicators of Sustainable Development for Tourism Destinations. Madrid. 
20 Project Administration Manual (accessible from the list of linked documents in Appendix 2). 
21 The terms and conditions of the two loans are set forth in the draft loan agreements. 
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Table 2: Summary Financing Plan 

Source 
Amount 

($ million) 
Share of Total 

(%) 
Asian Development Bank    

Regular ordinary capital resources (loan) 19.00 49.5 
Concessional ordinary capital resources (loan) 19.00 49.5 

Government of Mongolia (exemption of taxes and duties) 0.40 1.0 
  Total 38.40 100.0 

Source: Asian Development Bank estimates. 

 
21. ADB will finance the expenditures in relation to civil works, equipment, materials, consulting 
services, training, and taxes and duties. The government will finance taxes and duties. No land 
acquisition costs apply. Climate adaptation finance is estimated to cost $5.5 million.22 
 
E. Implementation Arrangements 
 
22. The implementation arrangements are summarized in Table 3 and the PAM. 
 

Table 3: Implementation Arrangements 
Aspects Arrangements 

Implementation period September 2019–December 2024 
Estimated completion date  31 December 2024 
Estimated loans closing date 30 June 2025 
Management 
(i) Oversight body Project steering committee (chaired by the state secretary of the Ministry of 

Environment and Tourism) 
(ii) Executing agency Ministry of Environment and Tourism 
(iii) Key implementing 

agencies 
Department of Protected Area Management and Department of Tourism Policy 
Coordination of the Ministry of Environment and Tourisma 

(iv) Implementation units 15 specialists, based at the Ministry of Environment and Tourism (13 specialists) 
and field sites (2 specialists) 

Procurement Open competitive bidding for international 
advertisement 

2 contracts $20.96 million 

Open competitive bidding for national 
advertisement 

4 contracts $6.46 million 

Request for quotation for goods 9 contracts $0.14 million 
Community participation 15 contracts $0.40 million 

Consulting services Quality- and cost-based selection 4 contracts $1.63 million 
 Consultant qualifications selection 2 contracts $0.33 million 
 Competitive for individual consultant 15 contracts $0.98 million 
Retroactive financing and/or 
advance contracting 

Advance actions to recruit the project implementation unit will be initiated before 
loan effectiveness. 

Disbursement The loan proceeds will be disbursed following the Asian Development Bank’s Loan 
Disbursement Handbook (2017, as amended from time to time) and detailed 
arrangements agreed between the government and the Asian Development Bank. 

a The governors of Khuvsgul and Khentii aimags will be co-chairs of a working group that will guide project 
implementation. Project Administration Manual (accessible from the list of linked documents in Appendix 2). 

Source: Asian Development Bank estimates. 

  
III. DUE DILIGENCE 

 
A. Technical 
 
23. The project is technically feasible. Engineering solutions were designed considering costs 
of construction and O&M, durability, climate, and impacts to aesthetic, cultural, and wilderness 

                                                
22 Climate Change Assessment (accessible from the list of linked documents in Appendix 2). 
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values, tailored to the unique context of the two protected areas. Climate resilience measures 
include insulated road bases to strengthen cold tolerance and protect subsurface permafrost, non-
flushing toilet units for water saving, and energy-efficient passive heating for the visitor centers. 
Designs for the WWTPs comprise proven, low-cost technology suitable for cold climates and 
applied elsewhere in Mongolia. The landfill sites will be constructed on existing open dumpsites and 
use impermeable clay lining to avoid soil and water pollution. The design capacities for the WWTPs 
and landfills meet the projected demand for at least the first 15 years of operation. O&M procedures 
and financing will be incorporated into the revised KLNP and OBNP management plans. The project 
components for institutional strengthening, tourism, and waste management apply the measures 
designed and tested under the JFPR grants, including replication of the tourism councils (for 
destination management), CWMTs (for solid waste collection), and toilet designs. 
  
B. Economic and Financial 
 
24. The economic analysis indicated that the project is economically viable, with an overall 
economic internal rate of return of 17.8% and an economic net present value of MNT86.0 billion. 
Sensitivity analysis indicated that the project is robust to negative scenarios, including increases 
in investment and/or O&M costs, and benefits reduction. The economic benefits of the project are 
expected to be significantly higher, as some effects such as ecological benefits are not easily 
quantifiable. The financial analysis included assessment of the financial sustainability of the 
project, and the capacity of the executing and implementing agencies to fund recurrent costs. 
Financial sustainability was assessed based on the fiscal impact of counterpart funding for the 
project and incremental recurrent costs, including O&M costs. The fiscal impacts are well within 
the government’s projected revenue capacities, although similar to most ministries in Mongolia, 
the implementing agencies depend substantially on central government funding. This poses a 
substantial risk to the financial sustainability of the project. 
 
C. Governance 
 
25. The financial management risk for the executing and implementing agencies before 
considering mitigation measures is substantial and the procurement risk is moderate. Constraints 
include a lack of qualified financial management and procurement staff within the implementing 
agencies. The financial division of the Ministry of Environment and Tourism (MET), given its 
experience with ADB- and other donor-funded projects, will take overall responsibility for the 
project financial management. Measures to mitigate the financial management and procurement 
risks are in the financial management assessment23 and PAM; and include the appointment of a 
qualified accountant and procurement specialist within the project implementation unit and 
training on ADB disbursement. ADB’s Anticorruption Policy (1998, as amended to date) was 
explained to and discussed with the executing and implementing agencies. The specific policy 
requirements and supplementary measures are described in the PAM (footnote 21). 
 
D. Poverty, Social, and Gender 
 
26. The project will contribute to poverty reduction and inclusive development in Khuvsgul and 
Khentii aimags. About 3,057 households, representing about 11,009 people in 10 soums in the 
KLNP and OBNP are expected to benefit from the project, through new and/or diversified 
livelihoods resulting from new and expanded community-based tourism activities, provision of 
goods and services to tour camps and visitors, and employment with tourism businesses. The 
project will also create about 149 jobs during construction and about 87 jobs for O&M of the 

                                                
23 Financial Management Assessment (accessible from the list of linked documents in Appendix 2). 
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project facilities. It will provide training to strengthen local businesses and tourism value chains. 
 
27. The project is classified effective gender mainstreaming following ADB guidelines, and a 
social and gender action plan has been prepared.24 Gender targets include (i) a lead role by local 
women’s groups to manage the project-supported tourist markets; (ii) at least 50% of stalls in the 
project-supported tourist markets to be allocated to female vendors; (iii) 50% female participation in 
the project trainings and consultations; (iv) allocation of 40% of jobs during project construction to 
women; and (v) the inclusion of gender-responsive facilities at construction sites, including separate 
toilets for women. A project consultation and participation plan and a stakeholder communication 
strategy have been prepared and are described in the PAM (footnote 21). The plans are based on 
consultations with civil society during project preparation, with guidance from ADB’s NGO and Civil 
Society Center,25 and emphasize consultation and participation throughout implementation. 
 
E. Safeguards  
 
28. In compliance with ADB’s Safeguard Policy Statement (2009), the project’s safeguard 
categories are as follows.26 
 
29. Environment (category B). An initial environmental examination (IEE), including an 
environmental management plan (EMP), has been prepared. The IEE complies with ADB’s 
Safeguard Policy Statement requirements for works in protected areas and Mongolia’s Special 
Law on Protected Areas, 2014. All project works are limited to the multiple-use and/or buffer zones 
of the KLNP and OBNP, are consistent with the park management plans, and will improve 
protection of the park core zones. The EMP includes mitigation, monitoring, and reporting 
requirements for environmental management during construction and operation. A project-
specific grievance redress mechanism has been prepared. The executing and implementing 
agencies have limited experience in safeguard implementation, and a capacity-building program 
is included in the EMP. The project implementation unit will include a qualified environmental 
safeguard specialist, who will coordinate EMP implementation. The IEE is consistent with two 
domestic environmental assessments prepared for the project and approved by MET. 
 
30. The project is designed to achieve significant environmental benefits, including the 
improved management of two globally important protected areas, and protection of Mongolia’s 
most important freshwater resource, Khuvsgul Lake. Construction risks include short-term noise 
and dust disturbance, damage to permafrost during road upgrade works, and the close proximity 
of some works to sacred sites. Operational risks include cumulative and induced pressures on 
land and water resources resulting from increased tourism development. An integrated approach 
for designs and safeguards was adopted to address these issues, based on surveys, 
consultations, and best practice engineering standards. Mitigation measures include strict 
protection of permafrost during construction, community-led delineation of sacred sites before 
works, and institutional strengthening for tourism planning and park management. 
 
31. Involuntary resettlement (category C). The project is not expected to involve involuntary 
resettlement. All civil works will be implemented on state-owned lands and will not involve 
acquisition of non-state lands, physical or economic displacement, or restriction on land use. 
 
32. Indigenous peoples (category C). The project is not expected to impact ethnic minorities 

                                                
24 Social and Gender Action Plan (accessible from the list of linked documents in Appendix 2). 
25 ADB. 2017. Technical Assistance for Deepening Civil Society Engagement for Development Effectiveness. Manila. 
26 ADB. Safeguard Categories. 

https://www.adb.org/site/safeguards/safeguard-categories
https://www.adb.org/site/safeguards/safeguard-categories
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that would trigger ADB’s Safeguard Policy Statement requirements on indigenous peoples. The 
due diligence confirmed that the project activities will not impact the Dukha ethnic minority in 
Khuvsgul Aimag since their habitats are located at significant distances from the project area. 
 
F. Summary of Risk Assessment and Risk Management Plan 
 
33. Significant risks and mitigating measures are summarized in Table 4 and described in 
detail in the risk assessment and risk management plan.27 
 

Table 4: Summary of Risks and Mitigating Measures 
Risks Mitigation Measures 
Inadequate project financial management and/or 
delays in implementation due to limited experience 
in financial management and procurement by the 
executing and implementing agencies. 

A fully staffed project implementation unit will lead project 
implementation, comprising qualified consultants experienced 
in the management of donor-funded projects and national 
regulatory requirements. 

Government fiscal resources become insufficient to 
continue support for counterpart funds, debt 
servicing, and/or operation and maintenance of the 
project-funded infrastructure. 

A project steering committee will be established to oversee 
project funding and implementation. Timely and adequate 
provision of counterpart funds for operation and maintenance 
of the project facilities is included in the loan covenants. 

Corrupt practices affect project design, 
procurement, and/or implementation. 

Spot reviews of procurement and financial procedures will be 
undertaken. Release of project funds will require co-signing 
by each implementing agency. 

Source: Asian Development Bank. 

 
IV. ASSURANCES 

 
34. The government and MET have assured ADB that implementation of the project shall 
conform to all applicable ADB policies, including those concerning anticorruption measures, 
safeguards, gender, procurement, consulting services, and disbursement as described in detail 
in the PAM and loan documents. The government and MET have agreed with ADB on certain 
covenants for the project, which are set forth in two draft loan agreements. No withdrawals shall 
be made from the loan accounts until a project implementation unit has been established and a 
qualified project coordinator, financial specialist, and procurement specialist have been engaged. 
 

V. RECOMMENDATION 
 
35. I am satisfied that the proposed loans would comply with the Articles of Agreement of the 
Asian Development Bank (ADB) and recommend that the Board approve, for the Mongolia 
Sustainable Tourism Development Project, (i) the loan of $19,000,000 from ADB’s ordinary capital 
resources, in regular terms, with interest to be determined in accordance with ADB’s London 
interbank offered rate (LIBOR)-based lending facility; for a term of 26 years, including a grace 
period of 5 years; and (ii) the loan of $19,000,000 from ADB’s ordinary capital resources, in 
concessional terms, with an interest charge at the rate of 2% per year during the grace period 
and 2% per year thereafter; for a term of 25 years, including a grace period of 5 years; and, in the 
case of both loans, such other terms and conditions as are substantially in accordance with those 
set forth in the draft loan agreements presented to the Board. 
 

Takehiko Nakao  
President 

24 April 2019 

                                                
27 Risk Assessment and Risk Management Plan (accessible from the list of linked documents in Appendix 2). 
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DESIGN AND MONITORING FRAMEWORK 
 

Impact the Project is Aligned with 
Sustainable economic growth and environmental improvement in Khuvsgul and Khentii aimags achieved (National 
Program on Tourism Development, 2016–2030)a 

 
 

Results Chain 
Performance Indicators 

with Targets and Baselines 
Data Sources and 

Reporting Mechanisms Risks 
Outcome By 2025:   
Sustainable and 
inclusive tourism in 
the KLNP and 
OBNP developed 

a. Tourism planning and management for the 
KLNP and OBNP are regulated by, and comply 
with, the revised park management and soum 
(county) development plans, especially social 
targets and environmental standards 
(2018 baseline: 0) 
 
b. About 3,057 households (about 
11,009 residents) derive livelihoods from 
tourism in the KLNP and OBNP, including about 
50% women (2018 baseline: 887 households 
[3,142 residents]) 
 
c. About 9,000 residents, including about 
4,500 women, benefit from improved waste 
management systems (2018 baseline: 0) 
 
d. KLNP and OBNP meet the social, 
environmental, and sustainability criteria of, and 
are nominated for, the IUCN Green List of 
Protected Conserved Areasb (2018 baseline: 0) 

a.–d. MET, KLNP, OBNP, 
and soum annual reports; 
and project technical and 
progress reports 

Domestic and/or 
international tourism 
declines because of 
slow economy or 
regional events, 
e.g., economy, 
safety, pandemics 
 
Project financial 
sustainability is 
vulnerable to 
changes in central 
government funding 
for O&M of project 
facilities 

Outputs 
1. Inclusive 
planning and 
capacity for 
community-based 
tourism enhanced 

By 2024: 
1a. At least 75% (787) of tour campc employees 
are residents of Khuvsgul and/or Khentii 
aimags, of which about 50% are women 
(2018 baseline: 44% [220]) 
 
1b. About 2,330 residents (50% women) are 
trained and have strengthened capacity for 
community-based tourism goods and services 
(2018 baseline: 0) 
 
1c. 11 women-led tourist marketsd constructed 
(2018 baseline: 0) 

 
1a.–c. MET, KLNP, OBNP, 
and soum annual reports; 
project technical and 
progress reports; workshop 
and/or training attendance 
forms; and reports on 
participant surveys 

 
Limited support 
from commercial 
operators to involve 
communities in 
tourism 

2. Enabling 
infrastructure for 
tourism 
constructed 

By 2024: 
2a. 40.5 km of roads are upgraded (37.9 km in 
KLNP; 2.6 km in OBNP) (2018 baseline: 0) 
  
2b. 11 car parks (8 in KLNP; 3 in OBNP) with 
capacity for 767 vehicles are constructed, with 
associated regulatory gates, signs, and speed 
humps (2018 baseline: 0) 
 
2c. Ecotourism trails are rehabilitated (15 km in 
KLNP) (2018 baseline: 0 km) 
 
2d. 4.5 circuit-km of new transmission line to 
CKTC are installed (2018 baseline: 0) 
 
2e. CKTC is constructed (2018 baseline: 0) 

 
2a.–e. MET, KLNP, and 
OBNP annual reports; Local 
Authorization for State 
Inspection reports; 
engineering company 
reports; and project technical 
and progress reports 

 
Prices of 
construction 
materials, 
installation, and/or 
O&M rise more than 
budgeted 
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Results Chain 
Performance Indicators 

with Targets and Baselines 
Data Sources and 

Reporting Mechanisms Risks 
3. Waste 
management 
improved 

By 2024: 
3a. At least 70% of tour camps in KLNP and 
OBNP adopt and install approved sanitation 
systems (2018 baseline: 0) 
 
3b. Thirty-one gender-sensitive toilet blocks 
are constructed at public campsites and car 
parks in KLNP (29) and OBNP (2)  
(2018 baseline: 5 in KLNP) 
 
3c. Three wastewater treatment plants are 
constructed (2 in KLNP; 1 in OBNP) with total 
treatment capacity of 135 m3/day  
(2018 baseline: 0)   
   
3d. Three landfills are rehabilitated and capacity 
increased [260% increase in KLNP (52,500 m3), 
2 sites; 100% increase in OBNP (20,000 m3), 
1 site] (2018 baseline: 25,000 m3 capacity) 

 
3a.–d. MET, KLNP, and 
OBNP annual reports; Local 
Authorization for State 
Inspection reports; 
engineering company 
reports; and project technical 
and progress reports 

 
Tour operators 
and/or households 
do not adopt 
sanitation models 
 
 

4. Park 
management 
strengthened 

By 2024: 
4a. KLNP headquarters and visitor center are 
constructed (2018 baseline: 1 old center) 
 
4b. About 250 staff (at least 50% women) from 
local agencies and tour camps are trained in 
O&M of project facilities, tourism, waste, and/or 
conservation (2018 baseline: 0) 
 
4c. Park management capacity is increased to 
at least 70% (2018 baseline: 59% in KLNP; 
57% in OBNP)e 

 
4a.–c. MET, KLNP, OBNP, 
annual reports; project 
technical and progress 
reports; workshop and/or 
training attendance forms; 
and reports on participant 
surveys 

 
Insufficient capacity 
and/or resources to 
implement revised 
park plans 

 

Key Activities with Milestonesf 
1. Inclusive planning and capacity for community-based tourism enhanced 
1.1 Recruit ecotourism firm; and prepare tourism concession manuals, eco-certification program, and soum 

development plans (Khankh, Khatgal, and Dadal) by Q4 2022. 
1.2 Design and implement community-led contracts for tourism goods and services: Q3 2021–Q1 2024. 
1.3 Design and implement training for residents on tourism goods and services: Q3 2021–Q1 2024. 
1.4 Recruit design firm for Murun square (and KLNP headquarters) by Q3 2020; complete detailed designs and 

award the contract by Q1 2022; and complete works by Q2 2023. 
1.5 Ensure tour camps in KLNP and OBNP have adopted, and comply with, the tourism concession manuals, and 

are certified in the eco-certification program by Q4 2023. 
 

2. Enabling infrastructure for tourism constructed 
2.1 Complete detailed engineering designs and bidding documents by Q4 2021. 
2.2 Establish CKTC company by Q4 2020. 
2.3 Award contracts by Q1 2022; and procure materials and construct the facilities by Q1 2024. 
2.4 Make assets operational by Q2 2024. 
 

3. Waste management improved 
3.1 Complete detailed engineering designs and bidding documents by Q1 2022. 
3.2 Award contracts by Q2 2022; and procure materials and construct the facilities by Q3 2023. 
3.3 Install sanitation systems at tour camps, campsites, and car parks by Q3 2023. 
3.4 Finalize waste collection systems and O&M procedures by Q2 2022. 
 

4. Park management strengthened 
4.1 Complete detailed engineering designs and bidding documents for KLNP headquarters and visitor center by 

Q1 2022; award contract by Q2 2022 (see activity 1.4); and complete works by Q1 2024. 
4.2 Design and implement training for park agencies and operators of project facilities on park, tourism, and waste 

management and O&M of the project facilities from Q2 2022 to Q2 2024. 

4.3 Revise and approve KLNP and OBNP management plans with sustainable financing mechanism by Q4 2022. 
4.4 Conduct assessment of park management capacity for KLNP and OBNP, using established METT 

methodology, by Q2 2024. 
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Project Management Activities 
Recruit project implementation unit consultants by Q2 2020. 
Prepare annual work plans; submit quarterly progress reports and inception, midterm, and final reports; and ensure 
project targets in the design and monitoring framework, social and gender action plan, and project administration 
manual are met (2019–2024). 
Implement the environmental management plan and submit semiannual environment monitoring reports to ADB 
(2019–2024). 
Monitor and evaluate the project outcome and outputs using sex-disaggregated project performance monitoring 
system (2019–2024). 
Submit the project completion report by 2024. 
 

Inputs 
ADB (50% regular OCR and 50% concessional OCR):     $38,000,000 
Central and local governments:                                         $400,000 
Beneficiaries: In-kind: (i) residents’ time to implement community participation packages, (ii) tour camp costs to adopt 
and install sanitation systems, and (iii) furnish KLNP headquarters and visitor center 
Assumptions for Partner Financing 
Not applicable 
ADB = Asian Development Bank, CKTC = Chinggis Khaan Tourism Complex, IUCN = International Union for Conservation 
of Nature and Natural Resources, KLNP = Khuvsgul Lake National Park, km = kilometer, m3 = cubic meter, MET = Ministry 
of Environment and Tourism, METT = management effectiveness tracking tool, OBNP = Onon-Balj National Park, OCR = 
ordinary capital resources, O&M = operation and maintenance, Q = quarter. 
a Government of Mongolia. 2015. National Program on Tourism Development, 2016–2030. Ulaanbaatar. 
b IUCN. 2016. IUCN Green List of Protected and Conserved Areas: Standard, Version 1.0 . Gland. 
c Licensed accommodation venues at the KLNP and/or OBNP, which are registered with MET and/or soum 

governments. 
d The 11 markets will be managed by local women’s groups, and will allocate a majority proportion of stalls to 

women vendors. 
e Baseline values were measured using the management effectiveness tracking tool. S. Stolton and N. Dudley. 

2016. METT Handbook: A guide to using the Management Effectiveness Tracking Tool. London: WWF-UK. 
f Assuming loan effectiveness in Q3 2019 and implementation until Q3 2024.  
Source: Asian Development Bank. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/RRPs/?id=50013-002-3 

 
1. Loan Agreement: Ordinary Operations 

2. Loan Agreement: Ordinary Operations (Concessional) 

3. Sector Assessment (Summary): Multisector (Agriculture, Natural Resources, and  

Rural Development; and Industry and Trade) 

4. Project Administration Manual 

5. Contribution to the ADB Results Framework 

6. Development Coordination 

7. Financial Analysis 

8. Economic Analysis 

9. Country Economic Indicators 

10. Summary Poverty Reduction and Social Strategy 

11. Risk Assessment and Risk Management Plan 
 

12. Climate Change Assessment 

13. Social and Gender Action Plan 

14. Initial Environmental Examination 

 
Supplementary Documents 

15. Procurement Risk Assessment 

16. Financial Management Assessment 

17. Climate Change Risk Assessment and Management Report 

18. Project Innovation and Knowledge Dissemination 

 


