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The Master Plan on Netional Tourism Development in Mongolia

1. INTRODUCTION

1.1  The Study

i.1.1 Study Background

Mongolia’s international tourist market has shown a healthy growth and international arcivals to
Mongotia exceeded 80 thousand in 1997 amid increasingly competitive international tourism
market place. The goverament has recognized the importance of tourism as one of the engines of
economic development. In this context, the Government of Mongolia decided to prepare a toutism
master plan and requested the Government of Japan for technical assistance in November 1996.

In response to the request of Government of Mongolia, the Government of Japan has decided to
conduct the study on National Tourisin Development in Mongolia (hereinafter referred to as “ihe
Study™), and entrusted the execution of the study to the Japan International Cooperation Agency
(hereinafter referred to as “JICA”), the official agency responsible for implementation of the
technical cooperation programs of the Government of Japan. On October 21,1997, the Ministey of
the Infrastructure Development (MID) and JICA agreed on the Scope of Work for the Study.
Subsequently, JICA engaged a consortium of PADECO Co., Ltd. and Nippon Koei Co., Ltd., both
of Tokyo, Japan, to carry out the surveys and studies defined in the Scope of Work. The consortium
organized a team of experts {the Study Team) for the purpose.

The Study Team was dispatched to Mongolia twice. The first field work was conducted from 27
March 1998 to 25 May 1998 and the second field work was commenced from 1 July 1998,
continucd until the end of November 1998. The homework was conducted from the beginning of
December 1998 tilt February 1999 to finalize the Study in Japan.

Since the commencement of the Study, the [nception Repori, the Progress Report (1), the Interim
Report, and the Progress Report (2) were submitted to the Government of Mongolia in March, May,
October, and December 1998 respectively. This Draft Final Report is prepared at the end of the
Study, for the explanation of the overall development plan of the Mongolian tourism development.

1.1.2 Study Organization

The Tourism Department of MID is designated as the counterpart organization fo the Study, and a
Steering Committee (SC) was organized to steer and cooperate with the Study Team. The members
of the Steering Committee are listed in the Appendix 1.1.1. JICA also formutator an advisory
commitice for the study in Japan in ordes to supervise the members of the Study Team and the
committee are listed in Appendix 1.1.1.

The Study Team, led by Mr. Y. Motomura, was organized with 16 specialists and experis to study
every aspect of tourism necessary for the Mongolian tourism development. A list of members of the
Study Team is shown in Appendix 1.1.1.
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1.2  Objectives of the Study

The objectives of the Study are;

- to formulate a national tourism development master plan: basic policies, a tourism
development master plan with the target year of 2015, and implementation plan for priority
project(syprogram(s) with the target year of 2005

- to formutale a tourism development plan for selected model areas, including a tourism
development master plan with the target year 2015, and feasibility study for priotity project
with the target year of 2005, under the framework of the master plan

1.3 Methodology

1.3.1 Conceptual Framework

Development of the tourism sector is a result of complex interactions among various factors, which
can be classified into those of demand and of supply. For example, the number of tourists arriving in
Mongolia in any particular season is restricted by the number of airline seats available at that time.
The airline in turn attempls to provide seats not too many or not too few, anticipating and reacting to
the demand. The Study Team adopted an approach that tries to recognize such interactions
expticitly. In the field of international tourism this approach is all the more important, as the host
country has little leverage over demand generated in source countries. Policies, therefore, should be
demand-driven rather than supply-driven, which had been the halimark of a command economy.

Figure 1.3.1 illustrate the conceptual framework of this study as appears in this report.

1.3.2 Methods and Data Sources

Methods and data sources utilized in this study include the following:

- All of the twelve tousism zones in Mongolia were visited by members of the Study Team,
some several times, to assess their respective polential.
- All reporis of relevant past studies and plans were collected and reviewed.
- Statistical data from various ministries were assembled and analyzed.
- A large number of government officials and private sector managers were interviewed.
- The following surveys were carried out:
- Interviews in Mongolia to internationat tourists exceeding 2000 in number.
- Interviews to tour operators and agents in Japan
- Interviews to tour operators and agents in Mongolia
- Collection of travel brochures featuring Mongolia in Western Europe

Final Report, July 1999 2
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1.4 Report Organization

This Final Repori comprises five parts as described below.

Executive Summary: presents a summary of the report.

Volume I: concludes the analysis of problems and prospects of Mongolian tourism. A detaited
study on the present conditions concerning tourism demand, tourism supply, and
administrative as well as cultural heritage and resource issucs are presented.

Volume 11: presents a national tourism development plan of Mongolia, including development
policies and strategies, tourism demand projections, tourism product plans, institutional
development plans, human resources development plans, marketing development plans, and
infrastructure development plans and proposes tourism development plans of three mode!
areas of UB, Harhorin and OmnoGovi. Plan structure and land use, infrastructure
development plan, cte. are presented.

Volume 111: The priorily projects and programs selected and planned in detail in this part.
Feasibility of the priority projects are analyzed.

Volume 1V Appendixes: Supplemental information and background data are compiled in this
volume.

Final Repori, July 1999 4
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The Master Plan on Noilonal Tourism Development in Mongolia

2.1  Land and People

2.1.1 Geography in Mongolia

1) Geographical Characteristics

Mongolia has an area of 1,566.5 thousand km? and 8,114 km borders including a 3,441 border with
the Russian Federation in the north and a 4,673 km border with China in the south. The country
extends almost 2,400k east and west. From north 1o south it can be divided into four areas:
mountain-forest steppe, mountain steppe, semi-desert and desert (the latter being about 3% of the
entire territory). The majority of the country has a high elevation, with the principal mountains
concentrated in the west. The highest point is Nairamdal peak in the Altai Mountains at 4,370m.
The lowest point, Lake Khoch Nuur in the east, lies at 360m:. There are several hundred lakes in the
country and numerous rivers, of which the Zavhan is the longest at 1,300km.

The western half of Mongotia is very mountainous. Dense forests and grasslands cover large areas
of this region. The vast grasstands of the Asian Steppe stretch across the eastern part of the country.
The steppe descends into the Govi Desert that extends through southern Mongolia and into nosthern
China. The Govi is mosily gravel. Desert comprises 3 per cent of Mongolia’s territory and receives
less than 160 mm of rainfall per year.

Roughly 80% of the land can be used for a range of agricultural activities, but out of the total
1,236.0 thousand km? of arable land, only 13.6 thousand km?{0.9 % of total land) was uscd for
agriculture in 1992, mainly in the northern central region {Table 2.1.1). Forests cover nearly 10 per
cent of the country (144.0 thousand km?).

TFable 2.1.1  Land Use Classification {§992)

Area (1,000 km?) Ratio (%)
Total Land Area 1,5656.5 100
Agricultural Land 1,236.0 78.9
of which *Arable Land” (13.6) {0.9)
of which “Natural Pasture” {1,222.3) (78.0)
Foresl 144.0 9.2
QOthers 186.5 il9

Source: Institute of land policy

Five or six major physical regions can be distinguished by their surface characteristics. These
regions have contrasting climates and different ground covers, population densities and ways of
utilizing the land. These features are summarized in the Table2.1.2, showing approximate areas in
Figure 2.1.1.
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Table 2.1.2  Characteristics of Regions in Mongolia
Region Characleristics
1.Desert e Spread out over the most southern sliver of the Govi Desert and stretchiog into
China, this zone has very little vegetation, tivestock, wildlife, population or
fain.
2.Semi- e This includes the lower-lying areas of western Mongolia and most of the Govi
Steppe {expect for the far southern section). Covering about 20%5 of the country, this

dry and sparsely populated zone has salt lakes and sand dunes.

3.Mountain

This zone covers the Hangai and Mongol Altai mountaios in Arhangai, Hovd
and Bayan-Qlgii provinces. It is very cold and wet all year and sparsely
populated, but home to sonie of the country’s niost endangered animals.

4Mountain | »  These grasslands are found in the central and notthern provinces (dominated

Forest by the Orhon and Selenge river), and in the western provinces of Hovd and

Steppe Bayan-Qlgii. The zone covers about 25% of Mongolia, is home to gazelles and
antelopes, and has relatively high numberss of people and livestock.

5.Steppe s This is spread over the southern part of Tov province and most of eastern
Mongolia. Covering about 20% of the country, it is home to vast numbers of
gazelles, bird life and livestock, but is sparsely populated.

6. Taiga e This small arca of larch and pine forests is found in Hentii province, around

Hovsgol Nuur lake, and stretches into Siberia. It is also wet and cold.

Source: General Organization of Remote Sensing, “Mongolia Space Image Allas, 19967, ete.

2) Climate

Mongolia shows the extremes of temperature belween the long, cold, dry winter and the short, hot
summer during which most of the year’s precipitation falls. In Ulaanbaatar the July temperature
averages 17°C and the January temperature minus 26°C. Anaual precipilation is variable but light.
Ulaanbaatar’s average rainfall is 233mm, with 73mm of rain in July. In the Govi, summer
temperatures hil 40°C, but winter winds oflen send them to minus 30°C or lower. Climatic

conditions at selected areas are shown at Figure 2.1.2.
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2.1.2  Demography

1) Population

Mongolia is very sparsely inhabited. The population was 2,353.3 thousand in 1996, or 1.5 persons
per sq. km. The population over the past 25 years Mongolia has had refatively high poputation
growth rates in the world, being cstimated at 2,3 87.0 thousand at the end of 1997 having increased
by 33.8 thousand that same year. Census population shows 1,682.0 thousand, 2,149.3 thousand and
2,353.3 thousand in the years 1980, 1990 and 1996 respectively, and an average annual growth rate
between 1970 and 1996 at 2.4 per cent. The Mongolian population can be characterized as being
very young. In 1997’s estimated population, nearly 48.3 per cent (1,132.5 pop.) was under the age
of 20, and 36.0 per cent was under 15, while persons aged 15 to 64 was 60 per cent. The year-end
population between 1970 and 1997 is shown in Table 2.1.3.

Table 2.1.3  Estimated End-year population between1970 and 1997

(Unit: thousand persons)

Year 1970 1980 1985 1990 1993 1996 1993
Year-end population 1,2654 |1,682.0 | 1,900.6 |2,1493 |2,317.5 |2,353.3 2387.06
Avg. Aonual Growth Rate | --- 288% 1247% |249% [152% |1.54% 1.43%

Source: National Statistical Office of Mongolia, “Mengolian Statistical Yearbook, 19977, Ulaanbaatar, 1998

The population is concentrated in the capital city, Ulaanbaatar, in the center of the country. Of the
total population in 1997 (Mongolian citizens and permanent foreign residents), more than 52.2%
(1,226.3 thousand pop.) lived in urban areas, with more than half of these in the Capital (654.6
thousand or 52% of urban population). There is a definite shifl towards living in permaneat
seltlements in rural areas, driven by a national policy to encourage capilal investment in rural
development, (See Table 2.1.4)

Table 2.1.4  Population Changes by Afmag and Capifal City {perimanent population)

(Unit: thousand persons}

Aimag 1983 1997 AAGR | Aimag 1983 1997 A.AGR
1. Arhangai 81.5 101.5 2.0%% 14.Tov 93.8 113.8 1.62%
2. Bayan-Olgii 844 94.1 091% 15.Uvs 80.3 101.8 2.00%
3. Bayanhongor | 714 90.9 2.03% 16.Hovd 70.2 3.0 2.37%
4. Bulgan 48.9 65.2 2.43% 17.Hovsgol 97.4 122.7 1.94%
5. Govi-Altai 61.9 75.2 1.63% §8.Hentii 62.2 71.3 1.83%
6. Domogovi 50.8 49.4 -0.23% Capilal cily

7. Domnod 61.6 83.7 1.80% 1.Darhan-Uul | 67.0 92.5 2.72%
8. DundGovi 459 53.9 1.35% 2.Ulaanbaatar ] 485.3 645.6 240%
9. Zavhan £6.5 106.4 1.74% 3.Orhon 33.3 70.8 6$.49%
10.0vorhangat 92.7 115.6 1.86% 4.Govisumber | --- 13.1 s
11.0mnogoevi 38.6 45.7 1.42% Total 1,8474 123796 |2.13%
12.Suhbaatar 48.3 593 1.80%

13.Selkenge 794 105.5 [240%

Notes: A A.G.R. means “Average Annual Growth Rate.”

Source: ibid.
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2) Ethnic Divisions and Religions

About 87% of the population arc Mongols, of which the majority belong to the Khalkha group. The
only imporiant non-Mongol element in the population is that of the Kazaks, a Turkish-speaking
people dwelling in the far west, and representing approximately 6% of the whote. The majority of
Mongolian nationals arc Buddhist Lamaism.

2.2  Social and Economic Development

2.2.1 Administrative Structure

The central government is headed by the Peesident and supported by the Prime Minister and 9 other
Ministers. [t consists of the Prime Minister’s Oliice and 9 ministries. (See Chapter 6 for details.)
The territories of Mongolia are administratively divided into 18 provinces {aimag) (Refer to Table
2.2.1). Each aimag is generally divided into Sums that are further divided into smaller
adininistrative unils, called bags (groups). The capital city has districts and sub-districts. Other
cities have only sub-districts.

Table 2.2.1  Administrative Units in Mongolia

. Area | Number | Populatio Aimag Centet Distance
Alma‘g and Size |ofSumsor| n ipn 1996 Na(r:n € ?fllhe Population {km) from
City (km¥) | Districls (x1,000) aplla {x1,000) Ulaanbaatar
Aimag 1996 1997
1. Arhangai 55 17 104.0 Tselserleg 20.3 17.3 453
2. Bayan-Olgii | 46 12 91.6 Olgii 21.1 212 1636
3. Bayanhongor | 116 19 90.5 Bayanhongor | 23.0 23.5 6310
4. Bulgan 49 15 64.1 Bulgan i3.6 15.3 318
5. Govi-Allai 142 17 74.8 Altai 17.1 17.8 1,001
6. Dornogovi i1 i3 48.8 Sainshand 18.4 18.1 463
7. Domod 124 14 85.5 Choibalsan 41.0 183 6535
8. Dundgovi 78 15 53.4 Msndalgovi  {11.2 11.0 260
9. Zavhan 82 23 106.5 Uliastai 24.5 24.1 984
10.Ovorhangai | 63 i8 1138 Arvaiheer 20.7 209 430
11.Cmnogovi 165 14 45.5 Dalanzadgad | 12.8 124 553
12.Suhbaatar 32 12 59.5 Baruun-Unt 15.7 15.2 560
13.Selenge 43 12 1043 Suhbaatar 20.7 22.1 3
14.Tov 81 26 112.3 Zuunmod 17.7 16.8 43
15.Uvs 69 19 1029 Ulaangom 28.9 254 1,336
16.Hovd 76 16 91.8 Hovd 26.6 213 1,425
17, Hovsgol 101 21 121.3 Moron 233 254 671
18.Hentii 82 19 76.3 Ondorhaan 16.7 16.5 334
Total 1,565 | 302 1,546.9 3733 | 369.6 -—--
Cities
1.Darhan-Uul 02 7 90.9 219
2.Ulaanbaatar 120 9 625.2 e -ea
3.0rhon 006 |4 61.3 ;7 (Ecdenet
4.Govisumber 3 ---- 3 12.8 —aea 240{Choyr)
Total 226 123 800.2 .ee- S R -

Source: National Statistical Office of Mongolia, “Mongolian Statistical Yearbook, 19977, Ulaanbaatar, 1998.
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2.2.2 Economic Structure

1) National Economic Condition

Mongolia has a severe climate, dispersed population and wide expanses of unproductive land.
Economic activities primarily focus on agriculture, breeding of livestock, and mineral products.
Until 1990, Mongolian economic development had been directed by a series of Sovict-style centeal
plans, and in the 1970s, mincral resource development had been conducted with the assistance of
the Soviet Union, Czechoslovakia and Bulgaria.

Since 1990, Mongolia®s economy has suffered substantially due to the withdrawal of Sovict aid for
development. However, liberalization seems to have put its positive effect on the economy at last,
starting from boosting small-scale agricultural output; both agricultural and industrial growth has
been positive since 1994. The decline in GNP, the devaluation of the togrog (Tog) and continued
rapid population growth contributed to a decline in real incomes after 1990. By 1996, the average
monthly earnings of an urban family were Tog. 40,000 and of a rural family Tog. 30,000. An
estimated 36% of the population lives in poverty.

In 1997, the GDP was estimated at 737.0 billion Tog. at cureent price. The private seclor
contributed almost 80 per cent of consumption in 1997. The share of Government consumption
expendilure became nearly half (15.8%) in 1997 of that in 1993 (26.6%) (Table 2.2.2). The
domestic economy relies mainly on seasonatly fluctuating agriculivral output. In 1993-97,
Mongolian real economic growth (GDP} averaged 3.6% per annum (Table 2.2.3).

Table 2.2.2  Consumption Expenditure in percent of GbhP

{Unil: peicent)

Year 1991 1993 1995 1997
Consumption 90.9 87.6 78.2 80.7
Private 65.8 6%.0 630 64.9
Government 25.1 26.6 15.2 15.8
Source: ibid.

Table 2.2.3  Trend of GDP in Mongotia (at constant prices of 1993)

{(Unit: billion Tog.)

Year | 1985 1990 1993 1996 1997 Average Annual Growih Rate(%)
1985-90 | 199093 | 1993-96 1 1956-97

GoP J172.7 | 2086 1662 11851 1913 | 3.8% -1.3% |3.7% 3.2%

Source: National Statistical Office of Mongolia, “Mongolian Statistical Yeasbook, 1997", Ulaanbaatar, 1998

The share of GDP by sector at 1993 constant price indicates that the products of the agriculture
sector in 1997 occupied 36.9 per cent of the total GDP, followed by the industry sector (32.3%) and
trade sector (14.9%). All sectors including industry and agriculture have maintained similar shares
of GDP from 1991 to 1997 {Table 2.2.4). The growth rate of GDP by sector is shown in Table 2.2.5.
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Table 2.2.4  GDP Share by Scctor at 1993 Constant Price

(Unit: pereent)

Sector 1991 1993 1995 1997 ]
Billion | Share | Billion | Share | Billion | Share | Billion | Share
Gross Domestic Product | togrog | (%) togrog | (%) togrog | (%%) togrog | (%)
189.3 100.0 | 166.2 100.0 { 180.8 100.0 ; 191.4 100.0
1. Industey 60.7 321 | 513 309 |59.9 331 | 619 323
2. Agriculture 61.2 323 | 583 35.1 | 625 346 666 34.8
3.Construclion 6.0 kN | 2.7 1.6 33 1.8 3.7 1.9
4 .Transport 72 38 54 3.2 5.2 29 6.0 31
5.Communication 2.7 1.4 2.3 1.4 2.2 1.2 2.5 1.3
6.Trade 326 17.2 1265 15.9 | 2646 14.7 ]28.6 14.9
T7.0thers 30 1.6 338 23 4.5 2.5 43 2.2
8.Service 16.0 8.5 15.8 9.5 16.6 9.2 17.8 2.3

Source: State Statistical Office of Mongolia, 1997

Table 2.2.5  GDP Growth Rate by Sector at 1993 Constant Price

{Unit: percent)

GDP value added 199§ 1993 1995 1997
1. Industry -12.5 -6.4 14.8 28
2.Agricuiture -4.4 2.7 4.2 2.1
3.Construclion -16.5 -16.2 10.6 53
4. Transport -43.2 9.5 -2.1 25
5_Communication -22.9 8.6 1.2 5.1
6. Trade -12.2 53 0.1 418
7.0Others 8.5 1.2 23 1.1
8.Service 320 -4.2 0.5 14
Total Value added -9.2 -3.0 6.3 3.1
Source: ibid.

As shown in Table 2.2.6, in 1997 export sectors earned a 464.1 million US dollars and import
sectors spent a 544.9 million US dollars. As a result, the trade balance in 1997 marked a deficit of
86.7 million US dollars. In export, “mineral product” has the largest share at about 55.7 per cent of
total export valucs in 1997 and is the country’s largest source of foreign currency. Mongolia’s
foreign trade eamings depend upon mineral products. In import, the major commoditics are
“machinery and equipment” and it shares about 40.2 per cent of all expenditure in 1997, followed
by “mineral product” (15.9%), compared with 22.7 per cent and 19.6 per cent, respectively.

Tahle 2.2.6 Trend of Composition by Vatue of Exports and Imports in Mongolia

(Unit: pereent)

1992 1993 1994 1995 1996 1997
Exports 100.0 | 100.0 100.0 100.0 100.0 100,06
1. Mineral Product 502 48.9 634 65.5 57.2 55.7
2. Textiles & ariicles 214 199 17.3 17.1 24.4 214
3. Raw & processed hides skins | 8.6 18 74 50 54 59
4. Base metals & articles thereof } 3.1 6.1 24 36 3.8 4.8
Imports 100.0 | 100.0 100.¢ 100.0 100.0 100.0
1. Machinery, equipment, electric | 26.9 16.1 20.8 20.5 227 40.2
appliances, T.V, efc.
2.Mineral product 235 28.8 292 200 19.6 159
3.Auto, air and spare parts, etc. 10.8 6.2 15.1 15.2 17.1 7.9
| 4.Vegetable origin product 29 10.4 2.1 3.7 7.8 5.6
Source: ibid.
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Foreign Direct Invesiment (FD1) in Mongolia by non-Soviet block economies began with the
introduction of the market oriented economy in 1990. The total number of companies invested in
Mongolia and tetal investment capital marked approximately 260 and 40 million US$ respectively
in 1997 as shown in Figure 2.2.1. The number of companies is rapidly increasing while the

investment capital shows a gradual decline receally.

Figure22.1 Trend of FD1in Mongolia
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The second largest source of investment capital came from Japan, recording US$25 million,
equivalent to 14 % of the total FDI (Table 2.2.7). T he tourism sector received 25 FDIs with US$9
million, equivatent to 5 % of total FDI on an investment capital basis (Table 2.2.8).

Table 2.2.7  FDYin Moungolia by Country
Country Nuniber of Registered Capital Registered Capital per
Company (1,000US%) Company (1,000USS)
{ China 216 36,028 167
2 Japan 56 25,101 448
3 Russia 143 22,255 156
4 Portugal 1 13,606 13,606
5 South Korea 56 11,608 207
6 USA 26 11,606 446
7 Hongkong 16 11,052 691
8 Others 228 48,107 211
Total 742 179,163 242
Notes: FD1 during 1590-1997
Source: BO1
Table 2.2.8  FDI in Mongolia by Industrial Category
Number of Registered Capital |Resistered Capital per
Category of Industry Company (1,000US§) | Company (3,000USS$)
I Geological exploiration 33 32,776 395
2 Processing of raw materials 61 21,377 350
3 Construction & materials 99 21,078 213
4 Light industry 39 19,442 499
§ Culture, education, science & press 36 16,228 451
6 Trade & catering 113 14,012 124
7 Telecommunication 19 12,887 678
8 Foods and beverage 69 18,725 170
9 Tourism 25 9,024 361
10 Transport 62 6,015 97
11 Banking and financial services 7 3,952 565
12 Agriculture and animal husbandry 32 2,748 86
§3 Others 97 2,099 83
Total 742 179,363 242

Note: FDI_ during 1990 — 1997. “Tourism industry” above includes hotel management, restavrant,
casino, and expost & import business companics.

Source: BOI
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Steps towards privatization of state-owned enterprises and other economic reforms continued with
the introduction in 1991, which became the cornerstone of the government’s tum towards the
private sector. Some 44 percent of state-owned assels were transferred to the private sector.
Privatization has positively affected the development of small and medium sized enterprises,
providing strong incentives for establishment of new businesses. In the industry and tourism sectors,
joint ventures between the public and private sectors have become more common.

Starting in 1997, the government adopted a new “privatization program for 1997-2000” aimed at
furthering the market economy. The program includes an “A list” of assets schedule of disposal.
Large firms slated for sale include Ulaanbaatar Raitway, Bayaon Qil, MIAT, the post office, and a
number of export/import and construction companies.

The Selenge-Tuul basin in the Hangai-Hentii mountain range is Mongolia’s most populous and
productive region, and has received the bulk of invesiment. Elsewhere, gcographic and climatic
conditions, distance and poor communications with the capital have severely limited economic
prospects. In the south and cast of the country is the Govi desert; in the east, a high plateau
stretching to the Chinese frontier. In the west of the country is the mountainous Altai region,
bordered on the East Side by a depression full of sat- and freshwater lakes. Anuneven distribution
of water is a further constraint on growth, as is the susceplibility of some regions to drought or
earthquakes. However, tecent investments in regional energy, transport and mineral projects are
expected to bring improvements.

Final Report, Julyl 999 16
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?_»_V:_REVIEW OF PAST AND ON-GOING PLANS

3.1 National Development Plan

The State Commitiee for Planning and the Economy was responsible for preparing the five-year
national economic development plan and the annual national plan. A five-year plan stipulates the
planning process, defines the broad stralegy for the economy as a whole, as well as specific major
investments. However, tourism is not treated as a separate sector in the plan. Major objectives of
the current Plan are shown in the table below.

Major Objectives of the Niath Five-Year Plan

Major Objectives of the Ninth Five-Year Plan:

Consolidation of existing economic development;

New industrial development and associated development of new towns;
Emphasis on construction;

Encouragement of home ownership and cultivation of private allotments;
Greater international contract; and

Intraduction of market forces.

Source: State Committee for Planning and the Economy

The Ninth Five-Year Plan was prepared for the pesiod 1991 to 1995. This included a number of
tousism projects that are listed in Table 3.2.2. Many projects have not been implemented except for
the development of a souvenir factory and the restoration of Amar Bayasgalant and Erdene Zuu

S e L B e
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3.2  WTO/UNDP National Tourism Plan of 1989

World Tourism Organization and UNDP jointly conducted the study of Tourism Master Plan of
Mongolia in 1989. The progtess of plan implementation and policies proposed by the study are
summarized in Table 3.2.2. Almost none of the proposcd projects were implemented except for a
Visitors Center development at Erdene Zuu and an airstrip construction ncar Amar Bayasgalant.

The development of the Visitor Center at Erdene Zuu is urgent to be implemented in consideration
of the present tour activities of foreign tourists in Mongolia.

Table3.2.1  Official Program of tourism projects 1989 to 1995 in the Ninth Five-Year Plan

Projects | Years | Progress
Ninth Five-Year Plan
1_| Photo-processing taboratory 1985 to 1990 X
2 | Factory for making souvenirs 1999 to 1991 O (private)
3 | Glasshouses for horticultural produce 1991 n.a.
4 | Restoration of Amar Bayasgatant and Erdene Zuu 1991 to 1995 O (pary)
5 | Historical museum al Gurvan Nuur (Heotii) 1994 to 1995 X
6 | Paleontological museum in South Govi 1591 10 1995 X
7 | Seiting up of an arlisie group 1952 to 1990 -
& | Constriction of concreie air fields
Harhorin 1981 t0 1992 X
Gurvan Nuur {Dadar) 199410 1993 X
Amar Bayspalant 1982 to 1990 X
Post-Ninth Five-Year Plan
Garage for 300 to 350 buses 1955 10 1997 X
Excavation of Harhoria & organization of museums 1996 1o 2000 X

Source: State Committec for Planning and the Economy
Note: (O: developed x: undeveloped

Table 3.2.2  Recommendation by National Tourism Plan, 1989

Projects Years Progress

1 | Tourist accommodation projects
1) | Refurbishment of Terelj Hotel 1590-1991 O private
2) Expansion of Govi camp 1991 O private
3) New camp at Monastai 1691-1993 n.a
4) Second camp Amar Bayasgaland area 1993-199% O private
5) Visitor's center at Erdene Zun 1993 X

2 | Infrastruclure projecis
1) Airstrip, Amar Bayaspalanl atea 1993-1995 X
2) Local road improvement 19911995 SOMme

3 | Policy implementation
1y Institutional r¢organization O
2) Improvement in services and facilities O private
) Generation of additional services and activities O private

| | Devetopment of tourist activities ' Oprivale

Source: National Tourism Plan, 1989, UNDP/WTO

Final Report, July 1999 13



The Master Plon on Notional Tourism Development in Morgelia

3.3 GTZ Nature Tourism Development Plan

Deutsche Gesellschaft fuer Technische Zusammenarbeit (GTZ) has been engaged in a joint tong-
tenn project with the Mongelian Ministry of Nature and the Environment {MNE) since 1995. The
project is scheduled to last approximately 10 years, though the three year first stage of the project
has completed in 1998. The second stage is scheduled to start in July 1998,

The main goals of the project are to efficiently protect Mongolia’s ccosystems by qualifying the
staff of the Protected Area Burcau and park administrations, and by developing sustainable forms of
usage in the three model areas of:

- Govi Gurvanssaihan National Park
- Khan Hentii Strictly Protected Area
- Gorhi Terelj National Park.

At the end of the first stage of the study, two experts dispatched from GTZ presented an intermediate
report titled “The Devetopment of Ecotourism in the Protected Areas of Govi Gurvanssaihan, Gorhi
Terelj and Khan Hentii”. In the report, touzism use potential of the three model areas is evaluated
and ecotourism concept is recommended. Establishment of a tourism management plan, initiation
of ecotourism pilot projects, ecotousism-training program for local goverament staff, rangers and
local guides as well as the local ecotourism groups were recommended.

The principal programs scheduled in the project for the Govi Gurvanssathan National Conservation
Park (GGSNCP) are summarized in the Table 33

Table3.3.1  Principal Programs of the Govi Gurvanssaihan National Conservation Park

Programs

Actual | Results | - Esteblish preliminary zongs inside the park

{1995-1998} - Work out “Law on Buffer Zone™

. Work out the Government resolution No.29: National Program oa the Protected Area.

- Furnish the entrance post al Yoltin Am

. Clarify and approve potential tourism routes and sites

- Employ rangers and volunteer rangers and train rangers in tousism

- Fix signs to some roads and routes (o ensure safety of tourists

- Work out Waste Regulation

Plan {1998} - Work out a regutation on the collection, distribution and expenditure of fees generated
from tourism

- Develop a project proposal for the establishment of ae information center

. Pioduce leaflet and brochures relevant to regulations and rules to be enforced in
GGSNCP

- Prepare awereness {advertising) board of GGSNCP and set in the Dalanzadgad airport

- Setup and fumish entrance and controlling posts

- Select a family in order to introduce nomadic way of living and teadition (o tourists

- Select a proper way to show people’s art and culture

- Selup and furnish camping and picaic siles

- Sign the park border and travelling routes

Plan (1959-) . Develop monitoring methods for tourism impact for some specific area

- Work out the regulation on the services of local people for tourists (horse, camel
riding, etc.)

. Develop a regulation proposal for leasing some areas to tourism companies

- Work out a regulation draft on forming a tourism development fund in the GGSNCP

- Establish an information center in Yollin am

. Make video movie and slides about GGSNCP

- Prepare and train tour guides and issue licenses to work in NP .

Source: Report on the GGSNCP Tourism Management Pan Seminar, iavolving counterparis, May 15-16, 1998,

organized by the Protected Areas Bureau The South Govi Protected Aseas Administration, The Naluse
Conservation and Buffer Zone Development Project
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3.4

On-going TACIS Tourism Development Project

The study on Development of Tourism for Mongolia has been carried out by TACIS in parallel with
the JICA Study. A close cooperation between the two studics has been taken and a clear
demarcation in the scope of study is kept.

Objectives of the TACIS Study are summarized below.

1) First Phase of the Project: mid March - mid September 1998

preparation of tourism legistation, regulations and procedures in particular as assistance to
establish the proposed NTC

inteoduction of new visitor arrival/departure cards

provision of equipment for the Tourism Department, and the NTC {when established)
on-the-job training of present department stafl

execution of a visitor survey

preparation of 2 tourism marketing strategy to be finalized in October, 1988

2) Second Phase of the Project: mid September 1998 — mid March 1999

preparation of statistical data base and tourism information system

production of a visitor survey report

production of a training strategy and plan

marketing strategy including design and production of marketing, promotion and information
materials

preparation of an Mongolian Internet Home Page

establishment of a new brand/logo and slogans

production of a information material in respect of Ulaanbaatar tourist trail

an outline of better presentation of artifacts/exhibits in museums

participation in tourism fairs in November 1998 (WTM in London) and March 1999 {ITB in Berlin)
preparation of a model national park plan

preparation of park plan for the Hovsgol Area

preparation of a model ger camp (advice to reform)

training of the TD/NTC staff

train-the -trainer course for tour guides

3) Third Phase of the Project: mid March 1999 - mid June 1999

preparation of a tourism development stzategy (tourism development plan)
preparation of a tourism policy paper

undertaking of a national tourism symposium

training of the TD/NTC staff

Final Repori, July 1999 20
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4. TOURISM DEMAND

4.1 International Tourist Arrivals

4.1.1 Foreign Tourists to Mongolia

1) Frontier Arsivals'

Before 1990, frontier arrivals to Mongolia were mainly from the Russian Federation (94.9 %) and
East and Central Europe (2.8 %). (Table 4.1.1} In 1997 Mongolia received approximately 81
thousands frontier arrivals. The majority of frontier arrivals to Mongolia are from China (40.1 %);
with Japan and the Russian Fed being the second and third largest source (13.7 % and 10.9 %
respectively). In particular, the arrivals from China jumped dramatically in 1993, but held steady in
the last two years.

! Frontier arrivals are 152 namber of people entering Mongolia.
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As shown in Figure 4.1.1, the average growth rate per annum between 1993 and 1997 is -10.4 per
cent overall: rates by segment are USA (7.8 %), Japan (18.6 %), China (-1.9 %), Korea Rep
(47.3 %), East Asia and Pacific (60.3 %), Southern Eurape (29.9 %), Switzerland (52.7%), Russian
Fed. (-41.4 %), Central and East Europe (42.8 %), Germany (11.0 %} and France (22.7 %). Aflter
1990 the number of frontier arrivals declined almost steadily, which was mainly due to a large
decrease of frontier arrivals from the Russian Federation. The growth rates of the USA, Japan,
Central/East Europe, Germany and France are remarkable between 1996 and 1997, 27.1 percent,
16.6 percent, 44.6 per cent, 20.0 percent and 58.5 per cent respectively.

Figure 4.1.1  Frontier Arrivals from Major Generaling Countries
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2) Purpose of Visit of Frontier Arrivals to Mongolia
Visitor structure in Mongolia is illustrated in Figure 4.1.2,

Figure 4.1.2  Visitor Structure in Mongolia

Fronticr Arrivals

-—{ Leisure purpose
4—( VFR purpose
-——Elusiness purpose
-—(Other purposes

Note: VFR means Visiting Friends and Relations.
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Before 1990, arrivals in Mongolia were mainly from the Russian Federation and Eastern and
Central Europe. The number of leisure tourists at that time has been gstimated at about 5,000
annually’: ptus a small number of West European package groups. The state-owned “Juulchin
Tourism Corporation” exclusively handled foreign tourists at that time. After 1990 the number of
frontier arrivals declined atmost steadily (see Table 4.1.1), which was mainly due to the decrease in
business visits from the Russian Federation. -

Table 4.1.2 shows the trend of visitors by purposes’ in Mongolia from 1990 to 1997. Most business
arrivals are from China and still from Russia, whereas leisure purpose visitors are predominately
from Japan, Germany, France, UK and USA. AfRer 1990, business arsivals decreased due to the
decrease in business purpose visits from the Russian Federation though a sudden increase in
business visils from China occurred. However, the number of leisure tourists has been increasing
steadily year after year. (See Figure 4.1.3)

2 This estimation is based on the DANIDA (Danish International Development Agency) (1993): Nature Conservation
through Development of Tourism Report prepared by N.F. Munch-Petersen, B. Sloth and 1L Rasmussen

Y Visiting purpose classification was made baszd on the intexview survey resulls.
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Figure 4.1.3  Trends by purpose of Visit of Frontier Avrivals to Mongolia
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The Japanese are the single largest group of leisure tourists, making up about 43 per cent of leisure
tourists in 1997,

From the statistics of frontier arrivals it can further be concluded that the marked decrease in
numbers in 1996 was mainly due to a decline of Russian and Chinese businessmen officially
entering the country. The leisure tousism market was probably not affected and is estimated at
about 18,000 arrivals annually.

Virtuatly all leisure tourists visit Mongolia on package tours. Up to 1997, individual tourists were
only allowed to enter the country if a Mongolian or a foreign resident officially invited them. The
number of individval tourists increased, as liberal visa regulations became effective in 1998.
However, most tourists still need the services of tour operators since travel in the countryside is
exiremely difficult without a rented car, an experienced driver or guide, and an interpreter.

3) Types of Leisure Tourists in Mongolia

A tourist, in the Mongolian context, is thus a rather narrowly defined individual; the resident of a
foreign country who visits Mongolia on a pre-arcanged/all-inclusive tour, generally in a group but
sometimes, as an individual. In every cases, however, the tourist is a client of tour operator in
Mongolia, and all arrangements for focal transport and accommodation are made by a tour operator
in Mongolia. Even in the rare instance of an independent arrival of an individual, the tourist is
considered to be a “group of one person”.

Tour operators in Mongolia offer two main types of tours based on accommodation: a “transit tour”
and a “basic tour”. The transit tour incorporates a stay in Ulaanbaatar of one to three nights and a
day excursion to the Terelj tourist camp while the basic tour is of a longer {(and open-ended)
duration, the tour incorporates stopovers in Ulaanbaatar (subject to the itinerary selected) of one to
four nights.

With the Western European and North American markets, Mongolia was usually featured as part of
multi-destination tours incorporating Russia and/or China. Overall the duration of these tours was
from two to three weeks, with an average of some five days spent in Mongolia. Most West
European operators like to include travel on the Trans-Siberian/Trans-Mongolian railway for at
least one sector {usually from Irkutsk to Ulaanbaatar).
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Figure 1.1.3  Trends by purpose of Visit of Frenticr Avrivals to Mongalia
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The Japanesc are the single largest group of leisure tourists, making up about 43 per cent of leisure
tourists in 1997,

From the statistics of frontier arrivals it can further be concluded that the marked decrease in
numbers in 1996 was mainly due to a decline of Russian and Chinese businessmen ofticially
entering the country. The leisure tourism market was probably not affected and is cstimated at
about 18,000 arcivals annually.

Virtually all leisure tourists visit Mongolia on package tours. Up to 1997, individual tourists were
only allowed to enter the country if a Mongolian or a foreign resident officially invited them. The
number of individual tourists increased, as liberal visa regulations became cffective in 1998.
However, most tourists still need the services of tour operators since travel in the countryside is
extremely difficult without a rented car, an expericnced driver or guide, and an interpreter.

3} Types of Leisure Tourists in Mongolia

A tourist, in the Mongolian contexl, is thus a rather narrowly defined individual; the resident of a
foreign country who visits Mongoliaon a pre-arrangedfall-inclusive tour, generally in a group but
sometimes, as an individual. In every cascs, however, the tourist is a client of tour operator in
Mongolia, and all arrangements for local transport and accommodation are made by a tour operater
in Mongolia. Even in the rare instance of an independent arrival of an individual, the tourist is
considered to be a “group of one person”.

Tour operators in Mongolia offer two main types of tours bascd on accommodation: a “transit tour”
and a “basic tour”. The transit tour incorporates a stay in Ulaanbaatar of one to three nights and a
day excursion to the Terelj tourist camp while the basic tour is of a longer (and open-ended)
duration, the tour incorporates stopovers in LHaanbaatar (subject to the itinerary selecied) of one to
four nights.

With the Western European and North American markets, Mongolia was usually featured as part of
multi-destination tours incorporating Russia and/or China. Overall the duration of thesc tours was
from two o three weeks, with an average of some five days spent in Mongolia. Most West
European operators like to include travel on the Trans-Siberian/Trans-Mongolian railway for at
least one sector (usuatly from Irkutsk to Ulaanbaatar).
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4) Scasonal Leisure Tourist Arrivals

There are no statistics available which permit a seasonal analysis of tourism to Mongelia either in
terms of arrivals or of tourist-nights. The foltowing Figure 4.1.4 was prepared on the basis of
interview results from tour operators in Mongolia.

Figure 4,1.4  Scasonality of Leisure Tourists Arvivalin 1997
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Source: JICA Study Team

The five month period of May to September is regarded as the tourist season and interviews with
tour operators in the main generating countries suggest that there are pronounced peaks and troughs
during this period, with July to the first half of August being the peak period for arrivals. The week
which includes the “Naadam™ festival is probably the highest point in leisure tourist arrivals (a
number of tour operators offer special programs for this event) white the months of May, June and
September are effectively “shoulder” months. While it is difficult to be precise in the absence of
hard dala, it is possible that over 50 percent of leisure tourist arrivals are concentrated in the manths
of July and August. Constrained by the short summer, tourism to Mengolia is evidently highly
seasonal. Moreover, despite the substantial discounts, which are offered by four operators, e.g.
Juulchin, during the October to April period, the number of leisure tourists during these harsh
winter months is believed to be negligible.

5) Tourist-Nights

There are no official statistics on tourists’ average length of stay. Estimated from the interview
survey resulls® for tour operators and tourists, the average length of stay (ALS) and tourist-nights
are as shown in Table 4.1.3. and Table 4.1 4.

The average length of stay, as shown in Table 4.1.3, diffess between leisure tourists and business,
VFR, and other tourists.

Overall, the average length of stay of the surveyed tourists was estimated at 14.9 nights. French
tourists on average had the longest average length of stay with 17.9 nights followed by tourists from
U.5.A. and “all other” countries with 17.3 and 16.7 nights respectively. Tourists from Asia except
Japan on average recorded the shortest average length of stay with 9.7 nights. China’s average
length of stay is much shorler than the other countries, because their business purpose tourists’

* Interview surveys for tourists to Mongolia were conducted by JICA study team and TACIS study tcam in 1998
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average length of stay is extremely low. Business purpose tourists from China are usually one-day
visitors to Zamiin Uud near Ereen on China’s border or Havirga in Dornod.

The highest average length of stay was recorded for tourists coming for “other” reasons 24.5 nights
and VFRs 16.5 nights. The average tength of stay for the surveyed leisure tourists (13.5 nights) was
about 1.5 nights shorter than the overall average length of stay for all tourists.

The bulk of the leisure tourists stayed between one and two weeks in Mongolia, while a majority of
the tourists coming for “other” reasons stayed more than two weeks.

The number af tourist-nights greatly differs by categories of purpose of visit. Japanese tourists had
the largest proportion (31%5) in leisure tourist-nights followed by the U.S.A and Germany. Russia
Federation tourists had the largest proporlion (30%) in business tourist-nights followed by China
(15%) reflecting the large number of business tourists thou gh the average length of stay is very low.

Overall, the tourist-nights of the Russian Federation recorded the largest reflecting the large
number of frontier arrivals followed by China.

Table 4.1.3  Lengih of Stay by Purpose of Visit of Market Area

Country/Region ALS JI Leisure | VER | Business| Other

Americas 17.3“ 170 16.5 15.5 24.5
USA 17.3 17.0 16.5 15.5 24.5
Fast Asia/Pacific 9.7 7.0 14.5 10.5 20.5
Japan 110 80 14.5 14.5 205
Korea rep 2.7 7.0 14.5 10.5 20.5
China 1.3 70 14.5 1.5 20.5
_@L_lsiralia 15.4 15.0 16.5 14.5 24.5
Cen/East Europe 14.5‘[ 7.0 16.5 14.5 245
Russian Fed 14.5 6.5 160 13.5 24.0]
Northem Europe 15.4 15.0 16.5 t4.5 24.5
UK 154 15.0 16.5 14.5 24.5
Southern Europe 15.4 15.0 16.5 14.5 24.5
Western Europe 15.4 150 16.5 14.5 24.5
France 17.9 180 16.5 16.5 24.5
Germany 146 13.0 16.5 14.0 24.5
Switzerland 15.4 15.0 16.5 14.5 24.5
EastMed Europe 16.7 15.5 17.0 15.5 25.0
Middte East 16.7 155 17.0 14.5 25.0
South Asia 16.7 15.5 12.0 14.5 25.0
Africa L 167 i5.5 17.0 14.5 250
Mean number of Nighty 149 135} 16.5 14.5] 24.5]

Sousce: JICA Study Team
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Distribution of Tourist-Nights

The Master Plan on National Tourism Development in Mongolia

There are no statistics on distribution of tourist-nights. The Table 4.1.5 was made on the basis
of results of interview survey results conducted by CA Study Team and TACIS study team in

1998.

Overall, the majority of tourist nights were spent in Ulaanbaatar (57%) foliowed by “other”
places (15%) and the Govi (11%). A surprisingly high proportion of the tourists visited “other™
places. This can partly be explained by the fact that not all tourists were awarc of the precise

names of the places they visited.

As expected, the majority of tourist nights spent by VFRs and business tourists were in
Utaanbaatar, whereas more than 6 days out of every 10 leisure tourist nights were spent outside

Jlaanbaatar.
Table 4.1.5  Distribution of Tourist-Nights by Purpose of Visit in 1997
Leisure % VFR % | Business| % | Other % %

UB 93280)  37.0%| 57932, 69.0%| 216841 nowl 33918 siow 57.0%
Terelji 12781 50%| 2,519 3.0%] 6108 20% 629  1.0% 3.1%
Hashorin 25481 100%) 2519 3o% 3054 0% 251 40l AT%
Govi a8 17.0%| 3358 a0 24433 so%|  ados, 7% 107%
Henti 2,548]  1.0% ga0]  1.0%] 3054 0% of  00% 0.9%
Khuvsgol 2933 90%] 2519 3.0%| 6108 20% 62927 10.0% 5.4%
ArhangaiHorgo| 152890 6.0% 2509l 0% 3ol 0% &5l nom 3.0%
Other Places 182220 15.0%| 11,50 1405 427570 18.0%]  K4d72 23 0%y  452%

7518120 100.0%] #3959, 100.0%] 305410, 100.0% 629227 10009 100.0%
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4.2 Results of Tourist Surveys

4.2.1 Methods

The Study Team and the Tourism Department of the Ministry of Infrastructure Development
recognize the importance of obtaining data on the behaviors and opinions of international tourists
visiting Mongolia, and carried out a questionnaire survey in the course of the execution of the
Study.

The objectives of the questionnaire survey were:

- to understand behavior, itineraries, level of satisfaction for various service provisions and
other aspects of international tourists who choose to visit Mongolia, and

- to collect basic data necessary for analysis of tourist projections, development, and
marketing.

With the cooperation of the Tourism Department, the Study Team coordinated efforts with the EU /
Tacis Team with regard to the details of the execution survey, with the understanding that:

- JICA Team would conduct the survey of Japanese and East Asian tourists by a “self-
completion” questionnaire form in the Japanese and English languages, at nine chosen sites
(UB airport and cight tourist Gess) with the assistance of Japanese-speaking interviewers and
English speaking interviewers.

- EU/ Tacis Team would conduct the survey of tourists of all nationalities other than Japanese
and East Asians via a questionnaire form in the English language to be fitled out by
English-speaking interviewers, at the UB airport.

- Two scparate questionnaire forms are used, in consideration of the wide gap that exists in
behavior, interests and expeciations of Japanese, East Asian and Western tourists.

- Maximum effort was made to coordinate quesiions relative to such basic data as age groups,
lengths of stay, past Mongol visits, etc.

The JICA Team executed the tourist interviews from the second week of July through the second
week of August, while the EU / Tacis Team commenced the interviews from the latter half of June
until the month of September, when the European package tour season for Mongolia normally
terminates.

4.2.2 Results of Tourist Surveys

Two separate surveys were conducted; the one for visitors of Japanese nationality, Japanese
nationals, using questionnaires prepared in Japanese, and a second survey in English. The Japanese
survey was conducted for a three week periods from mid-July to early August and yielded 1,416
satisfactory questionnaires, while the secend survey was conducted from June to the first week of
September, and yielded 1,506 satisfactory questionnaires. The following is the sumrmnary of relevant
findings.

1) Japanese Survey

(a) Tourist Profile
- Gender
Male accounts for 53.3%, while female remains at 46.4%.
- AgeGroup
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20.29 Years accounts for 26.4%, followed by 50-59 Years of 20.3%, and 60 Years/Over
and 40-49 Years both of 17.2%.

50-59
20.34%

16.24%

40-49
17.23%

Source: JICA Study Team

Residence

Kanto and Kansai hold a dominant share of 72.6%, with Kanto for 50.5% and Kansai for
22.1%. Other regions account only below 8§ percent mark respectively.

- Occupalion

Professiona/Administrative accounts for 29.0%, followed by Office/Sales Clerk of 17.1%
and Self-employed of 9.2%.

Traveling With
Friends accounts for 38.1%, followed by Alone of 23.2%and Spouse of 13.1%.
Purpose of Visit :

Holiday dominates with 80.7%. Other purposes are almost negligibte with Business of

9.7 % and Others of 9.6 %.
Others

9.6%

Business
a7%

Holiday
80.7%
Source: JICA Study Team

- Package or NOT
Package dominates with 63.6%. Those Not On Package tour accounts for 36.2%.
- Travel Experience

Frequent Traveler holds a very high share with 10 Times/ More of 39.5%, followed by 3-
9 Times of 26.0 % and 2-4 Times of 25.4 %. '
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- Past Mongol Visit
First Time accounts for 80.6 %, with 2 Times of 10.5 % and 3 Time/More of 3.9 %.
3 Times/More
85%

First Time
Source: JICA Study Team 80.64

- Length of Stay
8 nights dominates with 40.5 %, foltowed by 7 nights of 18.4% and 5 nights of 10.2%.
- Expeaditure

8-night package is marketed on average at US$2,000 (conversion of US$1 at Yen 125) or
US$250 per person per day inclusive of air fare from/te Japan (flown exclusively by
MIAT).

Apart from the prepaid tour fare, 38.0% of the respondents spent $80 - 399 for souvenir
shopping and other optional arrangements after arrival, 14.9% for $400 - 792 and 10.9% for
$800/more.

- Gender by Number of Visit

The ratio of male to female first-time visitors to Mongofia is 1:1, while almost §0% of
frequent visitors {more than 3 times) are male.

Mo of Visit
Gender |1 2 Over 3 No Answer
Unknown 2i  0.18% 2] 1.34% 0] 0.00% ¢ 0.00%
Male | 668] 49.78%| 89, 69.73%| 98! 78.40% 0| 0.00%
Female | 57i| 50.04%| 58] 3893k 27| 21.60% 1_] 100.00%
Total 1141] 100.00%} 1481 100.00%] 125! 1060.00% 11 100.00%

Source: JICA Stwedy Team

- Gender by Age Group

‘The largest category of visitors to Mongolia is females aged from 20 to 29. However, there
are more older male travelers than older females (over 40).

Age
Gender |Below 19 20~29 30~38 40~49 50~59 Cver 60 No Answer [Total
Unknow _”_Qj 000% +f 2500%] 3] 25.00%] 1| 25.00%] O] 000%] O] ©00%] 1] 2500% 4| 100.00%
Male | 5! 1.09%|143; 18.94%103] 13.64%|159; 21.06%] 163} 21.59% 172| 2278%] 0 000%] 755| 100.00%
Female | 19| 2.89%!230] 3501%|126] 19.18%} 84| 12.70%] 125 1903%] 12 1096%] 1| 0.15%] 652[ 100.00%
Total 34 256%l3741 20.04%8230] 12.16%) 244 15.80%] 2881 19.96%| 2441 15.23%] 2{ 0.10%] 1416] 100.00%

Source: JICA Study Team
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(b) Destination Appeal

Mongolia’s Appeal
Grass Steppe Experience (59.1%) and Nomadic Life (54.8%} are the two dominant reasons
cited by all the respondents {multiple answers), followed closely by Activities (43.9%).
Culture remains relatively low at17.5% and History very low at only 5.9%. This shows
that the culture nor history trips are not exploited effectively in spite of the existence of
cultural and historical resources in Mongolia.

Variation by Gender

Female generally shows higher preference for alt four reasons (Grass Steppe Expericnce,
Nomadic Life, Activities, and Culture) over Male, while Male shows keener interest in
History over Female.

Desire for Return Visit
80.5 % of all the respondents express their desire 1o come back, a very encouraging and
favorable sign for Japanese market development.

Appeal by Number of Visit
OF the total number of visitors 1o Mongolia, 77% are genezally interested in nature and
nature-related activities, including sports. Those who have previous travel experience in
Mongolia typically have different interests (not specified) than first-time visilors.

No. of visit

Interest 1 2 3 Unknown Total
Grass Steppe | 714 29.32%| 80| 28.07%| 43| 23.63% 1] 60.00%| 838] 23.86%
Normadic Life 683 2805%; 60] 21.05% 31 - 12.03% 1| 50.00%] 775 26.69%
Sport Activities | 525 2156%] 64 22.46% 34; 18.68% 0!  0.00%] 623] 21.45%
Cultural Heritages 218] 895%| 20, 7.02% 10! 548% 0] 000%! 248, 854%
Historical Heritages 73|  3.00% 4 140%] 7 385% 0!  0.00% 84; 2.89%
Other Reasons | 222; 9.12%] b7 2000%| 57] 31.32% 0] 000%] 338) 11.57%
Total 2435! 100.00%| 285: 160.00%]| 182 100.00% 21 100.00%1 2904! 100.00%
Sousce: JICA Study Team

- Appeal by Age Group

Young visitors to Mongolia tend to more interested in nature and nature-related activities,
while older visitors tend to be interested in cultural and historical heritages as well as
nature.

Age
Interest Below 19 20~29 30~-39 50~49 50~5% Over 60 Unknown Total
Grass Steppe —T9; 26355 211) 2859% 122] 26415| 142, 2975w 178 2848y 166: 31924 0; 000%[ 838, 23863
[Rormadic Life 24l 3| 197] 2660|1271 21498 122y 26456 171] 22.36MT134] 25781 O OO 715 2665
Sport Actiities |~ 20{ 27.18%] 207] 2803%] $15]_2486%] 011 20878 17| 8128 62 11saw 1] s000% €23]_21.45%
Cohural Heritoges | 11 1398|420 6604 35| 7.58%| 41] 8a45h|_63; 1008k 66; 1263y 0 000 248 8541
Historical Heditaged — 3| 4175 6/ 08i8l~ 41 osmi 16 33| 2a1 3esy 32 6dSM 0, 000N 84 289%
[Other Reasons. s 6oss] 75] 10468 59) 12774 63| 12060] 73] Vi6ssl 60l 10.54% 1] 50003 336, 11.57%
Total 721 100.00%) 738 100.00% 462!}0000“ 455) 10000%] 625! 100.00%] 520; 100.00% 21 100.00%] 2904! 100.00%
Source:; JICA Study Team
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(c) Tourist Facilitics

Accommodation

Regarding rooms, Meals, Facilities and Service, Fair holds an average of 52 - 60% and
Good of 12 - 33%.t, Regarding facilities, Good remains the lowest of 12.3%, with Poor the
highest of 26.8%. Poor ratings are also noted for Meals and Scrvice Delivery.
Improvements are required for hotel facilities other than rooms, (such as reception areas,
lobby areas, and peripheral services of business, such as fitness and entesrtainment),
Restavrant quality, and Service Delivery (overall standardized provision of hotel services
and training of hotel staf¥).

{d) Tourist Services

Hospitality

52.9% of the respondents give Mongolian hospitality Good rating, with Fair following
with 37.0%. Poor is negligible with only 4.7 %.

Security
Fair holds 59.9%, with Good at 26.9%. Poor rcmains only at 8.6%.
Customs & Immigration

Good remains very moderate at 14.6%, white Fair hold a dominant share of 62.9%. Poor
rating is relatively high at 17.7% (higher than Good rating). Improvement Required.

Tourist Transport

Highest Poor rating is registcred for Transport Services {particularly domestic air service
and road transport) at 43.7%, with Fair at 43.1%. Good remains only at 4.7%. Immediate
Improvement Required.

Urban Amenity

Fair holds majority share with 61.3%, followed by an alarmingly high Poor of 23.4%.
Improvement Required.

Sanitary Condition
Hygiene at Restaurant outside of the hotels is one certain area of concern with highest Poor

rating. Good remains very low at only 6.7%, while Fair stands out at 55.7% and Poor at
alarming 33.2%. Immediate Improvement Required.

(e) Tourist Information

Information Provision

Toutist Information is another area of concerss, with a very high Poor rating of 38.5%,
while Fair of 47.3%. Good remains only at 6.1%. Improvement Required.

Information Source
Out of the five useful information sources about the destination, Guidebooks comes the

first with 41.3%, followed by Recommended by Friends/Relalives of 22.1 and Tour
Brochure of 13.2%.

Information Needs

Out of eight infermation items desired, Tourist Transport stand out with 44.5%, followed
by Map of 31.9%, Souvenir of 23.1%, Ulaanbaatar Activity of 18.6%, Tourist Site of
18.2% and Restaurant of 17.4%. Improvement Required.
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2) All Other Nationalitics Survey
(a) Tourist Profile

Nearly hatf of the surveyed visitors were holiday visitors while business visitors
constituted 4 out of every 10. Slightly more than 1 out of every 10 was visiting friends and
relatives.

Half of the surveyed holiday visitors and almost 4 of every 10-business visitor came from
Western Europe.

2 out of évery 10 surveyed visitors came from Asia.

The main reason for holiday visitors to choose Mongolia as their holiday destination were
the natural scenery (66%), cullure (51%), wildlife (31%) and history (27%).

The sex ratio of male to femate showed high performance of males of 71%. Almost 5 out
of every 10 belonged to the age bracket of 40-59 years.

7 out of every 10 surveyed visitors and 9 out of every 10-holiday visitors visited
Mongolia for the first tame, whereas almost 5 out of every 10 business visitors were
repeat visitors.

‘The three most imporiant source of information about Mongolia were travel guide books
(40%), information from friends and relatives (36%) and ofiicial information {36%}.

{b) Travel Behavior Patterns

Almost 8 out of 10 surveyed visitors made independent arrangement for their travel to
Mongolia, whereas a Sittle more than half of the holiday visitors traveled on package
tours.

5 out of every 10 traveled to Mongolia with companions Those who traveled with families
constituted 20% and 27% traveled with friends and associates.

Almost 6 out of every 10 visitors were single destination travelers. For those visiting
other countries on their trip, China was the most frequent visited country.

Overall average length of stay in Mongolia was 14.9 nights. Visitors from Asiarecorded a
shorter average length of stay while visitors from France had the longest average length of
stay.

Almost all visitors stayed at least enc night in Ulaanbaatar. The most popular places
visited were Harkorum, Govi and Terelj. The average number of places visited were 2.4,
whereas holiday visitors on average visited 3.2 places in Mongolia.

(¢) Visitor Ratings

More than 9 out of every 10 visitor rated their overall stay as either excellent or good.
Almost 9 out of every 10 visitors stated that their expectations prior to visiting Mongolia,
were completely fulfilled while a little more than 1 out of every 10 had their expectations
partly fulfilled.

The highest rated, out of listed 11 tourist facilities and services, were services from fous
operators, guide services and Ger camps. 8 oul of every 10 visitors rated them either
excellent or good.

The lowest rated were ground transporiation, domestic air transportation, shopping
facilities and availability of handicraft items.

In general, the visitors rated their overall stay in Mongolia considerable higher than the
individua! facitities and services. Obviously, the aftractions of Mongolia as a tourist
destination have had a greater influence on the rating of the overall stay than the
perceived shortcomings in the used facilities and services. |

More than 6 out of every 10 visitors found it likely or very likely toreturn to Mongolia on
a holiday trip.
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More than 8 out of every 10 would recommend Mongolia as a holiday destination to their
friends and relatives.

{d} Visitor Expenditure

The surveyed visitors spend on average US$1,154 per visit or US$77 per person per day.
‘Those traveling on package tour arrangeiments spent on average US3$1,609 per visit or
US$132 per person per day, whereas individual traveters spent US$1,008 per visit or
US$63 per person per day.

The highest spenders were visitors from Eastern Evrope (US$113 per person per day),
Asia (US$86 per person per day) and USA (US%79 per person per day)

The lowest spenders were visitors from UK (US$63 per person per day)

Holiday visitors recorded the highest average daily expenditure (1S$101) followed by
business visitors (US$78) and the VFRs and those coming to Mongolia for *other” reasons
spent only USS$33 per person per day.

Overall, each tourist spent US$129 on handicraft and textile items.

Tourists’ Commenats and Suggestions

Almost 9 out of every 10 surveyed visitors offered statements (best and/or worst
experience) comments and/ or suggestions to improve tourism in Mongolia.

The majority of the visitors stated their best memories of Mongolia were their experience
of the friendly people, its hospitalily and openness together with their experience of the
countryside, its nature, landscape and scenery.

The worst memoriesfexperience most frequently stated were related to poor road and
transport conditions in Mongolia, poor domestic air transportation, and poor quality and
service level at accommodation c¢stablishments.

The most frequently stated suggestions to imprave tourism in Mongolia were related to
the “worst’ experiences stated by the tourist. Hence, the majority of suggestions were to
improve the roads, improve the services at hotels and restaurants including improvement
of staff skills, improve shower and toilet facilities at Ger camps, improve the service from
MIAT.

Other frequently stated comments were related to inadequacy of general visitor
infonnation about Mongolia (marketing and promotional materials) and the need to
improve the skills of those working in the tourism industry in Mongolia
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4.3 International Tourist Market for Mongolia

4.3.1 Market Evolution

Tourism in the former Soviet Bloc countries gencratly lags behind the recent changes and
improvements brought about in the international tourism marketplace. Mongolia tourism is no
exceplion. Under the 70-odd-year long Soviet style “Command Economy,” no concept of service
and hospitatity as an industsy existed. Modem tourism is in the forefront of service and hospitabity
industry. It would require many years of persistent cfforts before Mongolian tourism could establish
the tourist service system and network that would satisfy the international norm.

Moderm tourism dictates provisions for an efficient and smooth service delivery system in the
various ficlds of tourist services such as transport, accommodation, catering, and sightsceing, etc.,
* in order to ensure the comfort of tourists and to make their site visit a satisfactory and rewarding
experience. More importantly, the modern tourist expects to receive the minimum civil comfort
when traveling; such as ease in tourist visa acquisition, speedy entry / departuse processing and
baggage handling, welcoming attitude of CIQ officess at airports, international standards hotels and
service delivery, hygienic roadside restaurants and toilets, etc. In all of these arcas Mongolian
tourism still leaves much to be desired.

Modern tourism also requires an urban service center which serves to fulfill the needs and desires of
sophisticated and sometimes demanding tourists, if a destination desires to expand its markel
beyond the SIT(*Special Interest Tour)/niche segment of a smaller market base in which Mongolia
is currently classified. Though much improved in the last couple of years, available urban services
and amenities, choice and variety of activities and entertainment in Ulaanbaatar are too limited to
satisfy the nceds of general interest tourists with a much larger market base. If Mongolian tourism is
to expand and prosper in the long term, it is imperative to expand urban service provisions of
Ulaanbaatar and increase its appeal as the sole urban tourist service center in Mongolia.

4.3.2 Mongolia’s Position

1) The Japanese Market

In the Mongolian visitor arrival statistics of 1997, excluding Chinese and Russian arrivals of
basically the commercial traveler calegory, Japan holds a dominant share of 30 percent ,almost
equaling the combined share of western Europe’s 39 percent . There is no doubt that Japan is the
single and most important market source for Mongolian tourism now and in the future as well.

Then, how is Mongolia positioned in the Japanese Market? Figure 4.3.1 examines the market
position of Mongolia as a tourist destination. In terms of the length of package tours as one crilerion
of market segmentation, Mongelia is classified as a long-haul destination, despite it’s relative
proximity to Japan (4/$ hours in flight time), while Korea, Hong Kong and Taiwan, ail withio a
flight time of 4 hours or less are grouped into the shart-haul destination category of 2~4 days. The
majority of Mongolian package tours being offered in Japan features a 8 ~ 9-day itinerary.

The long-haul destinations are further segmented into the following three categorics. Currently
Meongolia is regarded as one of the SIT destinations with a rather small and limited market base.
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Market Size Destination Type Example

I. Large Popular and general interest Republic of China
USA, Europe

2. Medium Mixed interest Chinese Central Asia
Egypt, Turkey, India

3. Small and limited SIT /off-the-beaten track Mongolia, Nepal, Tibet

2) Western Market

Western Europe with a combined share of 39 percent in 1997 is the second most important market
for Mongolia tourism development,

The European market classifies Mongolia as one of the long-haul destinations in Asia, because of
Mongolia's distant Iocation from the European Continent. For general European tourists, Mongolia
is a once-in-a-lifetime destination in Asia, while Thailand (Phuket) and Indonesia {Bali) are
somelimes considered as repeat destinalions due to their strong appeal as beach holidays.

The long-haul Asian destinations are forther segmented into the following two categories.
Currently Mongotia is regarded as a mixed intezest destination of a nature-oriented and cultural
experience visit as well as a special intecest (81T) destination for such pursuit as hunting and fossil
digging appealing to a rather small and very limited market base.

- popular and general interest destinations with very strong historical and cultural appeals,
holding a larger market base
(Thaifand, Indonesia, China, India, etc.)

- mixed interest and SIT destinations of a small and limited market base
{Mongolia, Nepal, Tibet, ¢tc.)

3) Destination Rivaley in the International Market

Tourism is in a highly competitive marketplace. Some 200 destinations worldwide are vying for the
three major tourist generating markets of East Asia, Europe and the Americas. Mongolia faces keen
competition from rival and comparable destinations of a similar nature (nature, culture / history and
nomadic / traditional life) in the region, notably from the following four regions:

- Chinese lnner Mongolia
(simifar tourist appeal with the advantage of “Add-On” to popular China packages with a
large market base)

- Chinese Central Asia
(the Eastern section of the Sitk Road endowed with diverse world-class resources with a very
strong appeal)

- Central Asia - Uzbekistan and Kyrgyz
(the Western scction of the Sitk Road endowed with diverse world-class resources with a
very strong appeal)

- Himalayan countries - Nepal and Tibet
(rich and diverse world-class resources with nature, cultural interests / historical sites and
traditional lifestyles with a very strong appeal)
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4.3.3 Typical Tour Patterns and Market Segments

1) Japanese Market

The majority of Japanese package tours on offer features Mongolia as a sole destination package,
and programs with an cight to nine-day itinerary, reflecting the weekly flight operation pattern of
the MIAT from Japan.

With regard to this, the statement in the 1989 National Tourism Plan by UNDP / WTO related to
Japanese tour packages is incorrect (“sole destination holidays still predominate in Japan, reflecting
generally shorter holiday entitlements of the Japanese and, hence, the difficulty of incorporating
stopovers.”). Because of Mongelia®s geographical proximity to Japan, the Japanese market does not
consider Mongolia as one stopover of multiple destinations covered in one four itinerary, while a
stopover perception of Mongolia is quite common in the geographically very distant European
market. Therefore “generatly shorter holiday entitlements” have nothing to do with sole destination
Mongolian packages.

A typical eight-day itinerary includes:
- 3 nights in UB (arrival, intermediate connection and departure)

- 2 nights in Ger Camp in suburban UB
- 2 nights in Ger Camp in Omnogovi

Tourist Ger camps frequently used by Japanese tour packages are limited to the following seven
sites, the majority of which are concentrated within a 30 to 30 km drive from UB :

- 4 sites in suburban UB (Chinggis Khaan, Undor Dov, Elstei and Terelj)
- 2 siles in the west (Undorshireet and Bayan Govi - Burd)
- | site in Omnogovi

Three distinct market segments are identified as follows:

- The youth markel, seeking Grassland Steppes / Mongol experiences, coupled with activities
and soft adventures (horse back riding, trekking, 4-wheel drive oulings, etc.)

- The senior market, seeking Grassland Steppes / Mongol experiences, coupled with cultural
visits {(Harahorum, Dinosaur Fossils, etc.)

- The SIT / niche market, seeking Grassland Steppes / Mongol experiences, coupled with a
variety of speciat interests ranging from the Chinggis Khaan Trail, Khlkha War Memorial to
the Dinosaur Fossil Trail.

2) Western Market (West Europe)

In the European market, Mongolia is generally perceived as a once-in-a-lifetime destination
because of its very distant Far East location. Therefore, the majority of West European package
tours on offer feature Mongolia either as a sole destination package or a combination package with
China, and program ilineraries ranging from two to three weeks.

Another popular package in a totally different category is offered ; Trans-Siberian Rail package
(Europe / Russia / Mongolia / China / Hong Kong or vice versa) wilh a short stopover of two-to-
three days in Ulaanbaatar on average.

A lypical two-week itinerary (an example of a German package) includes:

- 5 nights in UB (arrival, intermediate connection and departure)
- 3 nights in a Ger Camp in Harhorin / Hujirt / Burd
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- 3 nights in a Ger Camip in Omuogovi
- 2 nights in an optional Ger Camp either in Terelj or Selenge

An extended threc-week itinerary (an example of a French package), sometimes with its own tent
camping, self-catering with a cook and supply van, includes:

- 4 nights in UB (arrival, intermediate connection and departure)

- 5 nights in a Ger Camp in Dadal/ Ondorhaan / Delgelhaan {Chinggis Khaan Trail)

- S nights in a Ger /Camping in Selenge / Adhangai / Mt. Khorgo

- 4 nights in a Ger Camp in Hathorin / Burd

Two distinct market segments acc identified as follows:

. The senior market, seeking Grassland Steppes / Mongol experiences, coupled with short jeep
/ horse / camel treks and cultural visits (Harhozin, Dinosaur Fossils, ele.)

- The SIT / niche market, secking Grassland Steppes / Mongol experiences, coupled with a
variety of special interests ranging from general nature tourism, ecotourism, extended jeep /
horse / camel treks, hard treks, mountaineering, hunting, ete.
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4.3.4 Advantages and Opportunitics for Japanesc Market Development

Mongolia enjoys great advantage specific to market development in Japan. The advantage is two-
fold; the first is the advantage of access and the second the market image toward Mongolia,

1) Advantage of Access

The access advantage can be paraphrased into Japan’s geographical proximity to Mongolia,
requiring no niore than 4 to S-houc flight time. Fhis advantage sharply contrasts with the
disadvantage that Mongolia suffers in market development with the other major source markets of
furope, the Americas and Oceania located far away from Mongolia.

2} Advantage of Market Iimage

In the Japanese market, Mongolia already enjoys a very clearly perceived destination image of a
“Land of Big Blue Sky, Grassland Steppes, the Govi and Chinggis Khaan ,” without any particular
markeling and promotional effort of substance from the Mongolian side. Again the existence of a
distinct market image in Japan sharply contrasts with the lack of the destination image that
Mongolia has to counter anew in the other Western source markels.

This is largely thanks to the many Japanese authors, writers and Mongot-philes who, through their
various fields of work (novels, essays, documentary reports, movies, TV features, etc.) have helped
and are still aiding to create a very favorable and distinet destination image of Mongolia.

3) Opportunities

Given these two advantages firmly established in Japan, the size of the market volume that
Mongolia aow enjoy {some 11,000 Japanese nationals’ arrivals in 1997 which inclusive business
and official arrivals) is totally disproportionate 1o the huge Japanese market size {in 1997 figures,
some 17 million departures overseas; 1. 5 miltion arrivals 1o each Korea and the China Maintand).

As analyzed in Section 4.3.2, under the “Mongolian Position in the Japanese Market,” Mongolia
will not become a mass-market gencral interest destination comparable to that of Korea and China
because of the lack of distinct world-class tourism resources and the lack of a variety of activities
diversily in the nature. Yet, with the above two advantages mentioned carlier, Mongolia will no
doubt have an opportunity to evolve from the current the SIT / niche market destination of a very
small and limited market base to a mixed interest destination that appeals to a much larger market
base.

4.3.5 Issues and Challenges Facing Mongolian Tourism

Mongelian tourism faces a mountain of issues to address if it desires to evolve from the current SIT
{ niche market destination to a mixed interest destination. The three most important areas needing
immediate remedial measures will be discussed here.

I} International Air Access

The current air access {MIAT flights) to Mongolia from the developed source markets of East Asia
and the West are limited to only two flights from Japan (Osaka) and one ftight from Seoul per week,
each operated with a smaller capacity B-727 aircraft. The remaining 15 flights per week serving UB
are all from the former Sovict Bloc conntries (Moscow, Novosibirsk, frkutsk, Ulan Ude, Betlin*)
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and China (Beijing and Hohhot).

*Rerlin is now part of a unified Germany, but the German civil air transpost hub is Frankfurt, not
Berlin,

1f Mongolian authorities are serious about developing tourism in the longer term, they nced to be
more cager in welcoming established foreign air carriers in the developed source market countries
in East Asia (such as Korean Air, Asiana, Cathay Pacific) and the West, by offering a more friendly
environment and facilitative measures to cncourage and attract them to service the UB route.

2) Hotel Service in UB

Ulaanbaatar is the sole gateway and the sole urban tourist service center as well the center for
Mongolian tourism. Though much improved in recent years after democratization, the hotel service
in UB is a constraint for its tourism to growth and expansion.

Service provisions require immediate improvement, typically this is apparent in the Chinggis
Khaan Hotel. A hollow hotel supesstructure by internationat standards will not satisfy the nceds of
modern tourists. Erratic and incfficient restaurant service, lack of coffee shops and room service,
lack of day-to-day facilily maintenance (room, bathroom, elevator, lobby and entrance) are some of
the areas for improvement to be given priority over the casino operation which has currently been
made available.

3) Aflracting Internationally-Established Airlines and Hotel Operators

The fact that Mongolia now welcomes international airlines / hotel operators will send a clear
message to the markel (general public as well as prospective investor / operators) in the developed
source market of East Asia and the West, that Mongolia has now become a truly open country
toward a market-oriented economy.

Established international airlines/hotel operators witl mobilize their own publicity /advertising /
sales promotional resources and mechanism, applying their refined marketing techniques, once
their service/property is established in Mongotia. These promotional efforts are exercised primarily
for the interest of selling their own service / property. However, the cumulative promotional efforts
by each and every airline / operator to sell their Mongotian routes / products will have a far greater
impact on the prospective market in the developed source markets than an incidental and isolated
approach by Mongolia with limited funding and unsophisticated marketing techniques.

The promotional stance that the Mongolian Tourism Department and its tourism indusiry should
take is to consolidate and coordinate their collective efforts with those deployed by the international
airlines / hotel operators, taking advantage of their superior marketing effort both in quantity and
quality and ultimately increasing the market exposure of Mongolia as a desirable tourist destination.

4) Domestic Air and Road Network

Two major constraints exist in the area of domestic transport, another crucial factor for long-term
tourism development. The first constraint is Mongolia’s unreliable and uncomfortable domestic air
service which hardly satisfies the international norm, and the second being its generally poor road
network and its level of maintenance.

Domestic air routes are currently serviced by antiquated Soviet-built Antonov type aircraft. Even
MIAT officials admit the difficulty of securing maintenance and repair parts for these aircrafl. One
Mongolian tour aperator reports that many of his customess (tourists from the West) express fear of
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flying in these aircraft. The planned introduction of the ATR-72 (built by the Htalian subsidiary of
the Airbus consortium) by Year 2000 is a definite improvement in the situation.

Local airsteips (grass and dirt surfaces) without any navigationaf control systems is another serious
constraint, causing frequent changes and cancellations of already very limited scheduled flights.
Increment weather conditions in Mongolia (sudden changes of climatic condition such as sand
storms) further aggravate the sitvation, Unreliable flight operations is the main reason why the
majority of Japanese tour operators only feature tourist Ger camps accessible by surface transport,
with the exception of the Omonogovi camps.

Chaotic booking contro), check-ins, boarding 2nd baggage handling is the final area which nceds to
be addressed immediately. The current level of the service systems and provisions is hardly
acceptable from the normal international level of practice. Even the Lonely Planet Guide of
Mongolia (1997 edition), compiled mainly for backpackers, SIT and adventure seekers, advises its
readers as follows:

The second transport constraint is the generally poos road surface even of the major tourist routes
such as the UB / Harhorin section (380 km). Some 32-km at the Harhorin end has only a dirt susface
and is not paved yet {pavement consiruction for this sector is in progress. Construction is scheduled
to completed by the end of October 1998).

Afl roads branching out from Harhorin to connect with major tourist sites identified around
Harhorin are either dict or beaten tread on grass plains (which is quite an eyesore as well asa serious
environmental problem). These are sometimes dificult to traverse with 4-wheel drive vehicles.

If both shortcomings in domestic air and surface transport are comrected, at least for the major
sectors frequently covered by package tourists, enormous potentials will emerge for new tourist
soute development as well as new tourism product creation. A Case Analysis of Harhorin Area is
exercised as shown in Figure 4.3.4, comparing the current tourist movement patteras based on the
existing service provisions of the infrastructure with the potential tourist movement patterns based
on the fulure improved infrastructure provisions.
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