CHAPTER 4 PILOT STUDY
41 OBJECTIVE OF PILOT STUDY

The Pilot Study aims to confirm the viability of projects that will be executed by herders group
organized through the Study. ' '

Pasture management should basically be carried out by herders within their herding activities
including well management. Both activities should be achieved through the organizing of
herders. Therefore, a very crucial point in the Pilot-Study is the establishment of an operation
and maintenance system for wells as the first step after organizing herders. FEstablishment of
such procedures will come about through implementing the Pilot Study and preparation of the
foundations so that Mongolian government _ean support sustainable 'organization of herders and
awell development after the Study. The components of the Pilot Study will include organizing of
herders groups for implementing the projeot to improve livestock farming systems in addition to
Operation and Maintenance of the wells, and well construction and rehabilitation,

Herders development effort is essential to establish sustamably the organization and to promote
the cooperative activities such as the cooperative Operatxon and Maintenance of the wells and
other collective works. The governmental administration system is also required to support the
procedures for their activities. From this pomt of view, pmJect components are examined for
organizing and empowering herders,  and smultaneously estabhshmg the governmental
administration system and building its capacity to support them. '

4,2 SELECTION OF STUDY AREA

Dornogobi Aimag was. selected for. the detailed study area among three A:mags of Dundgobz,
Dornogobi, and Umnugobz where the study on the general plan for Improvmg the I.,westock
Farming System in rurat areas had been carned out, The Pilot Study process is as follows

(1) Basic Idea in Setectton of Detailed Study Area .

In the Pilot Study, w1th cooperatlon of the study team and the aclmmlstratwe side, the study _
sucs shall be decided, the herder part1c1p'mts in the study shall e recruited and orgamzed
and then the project shall be executed, For this purpose, the following items were con51dered _'
in selection of the detailed study area where the Pilot Study area is contamed '

- 1t is most 1mportant to achieve: vmble effects in a short tcrm _ :

- The results of the Pilot Study are 1ntended to be apphcable in each Atmag in the -

- Gob-Steppe region, In this respect, the natural condltlons of an average Atmag in the Gobi

region is preferable, . : '

- Tt is necessary to obtaln some results durmg the prolect period, and so the worklng'
environment in the severe Gobi region is indispensable for the study.

- 1t is undesirable that a lot of similar projects are concentrated on a specific region from the

viewpoint of a national project.



(2) Selection Criteria and Evaluation

If the region is limited, the overgrazing phenomenon generated also should be present in
each Aimag. From the viewpoint of utilization rate of grazing capacity, excessive use of
pasture that destroys balance of plant productive capacity and number of livestock has been
generated in most Soums in Dundgobi and Umnugobi Aimags; this can be used as a measure
for "How to decrease number of livestock" or "How to rest pastureland". It is a big subject,
50 there is a possibility that countermeasures may lack balance as Dzud countermeasures too.

As for the potential of underground water, shallow aquifers worsens conditions in Umnugobi
(which has a lot of springs), Dornogobi and Dundgobi (in that order), and deep aquifers
worsen conditions in Dornogobi, Umnugobi and Dundgobi (in that order). In respect to
underground water development, Dornogobi and Umnugobi are in great need, and it is
anxiously being guessed where to search for water resources for wells. .

The arca of the pasture served by one well is as follows: Dornogobi (53 km®) > Umnugobi
(43 km®) > Dundgobi (25 km®) in that order, and the area of Dornogobi is twice Dundgobi.
Moreover, the percentage of wells that can be rehabilitated decreases in the order of
Dornogobi (46%) > Umnugobi (28%) > Dundgobi (13%), and the percentage of Dornogobi
is high. |

As for damage by Dzud and poverty, these are big problems common to the Gobi region; .
therefore, it is undesirable to select the Aimag for the Study by the difference of such an
index, considering feelings of the residents. |

The important thing is to keep equity and accountability on the administrative side, so that
the study can be executed efficiently and effectively, and to secure effectiveness to apply the
results to other regions, The Pilot Study is different from the other overall projects, which
" requirc long stay at one project site. Sites of the Pilot Study can be distributed to several
places, and the Study would require frequent movement between projects sites, the sites and
Aimag éenfer, etc. In these respects, suitable working conditions are important to-carry owt
the study within the specified time in the Gobi region where there are severe climatic and
geographic conditions, - '

- In consideration of the above-mentioned points, finally Dornogobi Aimag was selected for
the detailed study area.’ ' : S

. (3) Regional Characteristics of Dornogobi Aimag

Main development agenda of _deogobi Aimag was described in “the Regional
Development Polices and Sustainable Development Program for 21st centufy” ado‘ptcd in
2002. And each Soum of the Airmag aims to implement socia-economic development policy
directions in accordance with the Aimag polices and programs mentioned in the Governor’s
action programs, ' ' '



Livestock farming is a main economic activity in all Soums, however, mining activities are
also important in the economy of Airag, Dalanjargalan, Ikhet, and Urgun Soum. Mining

explorations are under way in the Altanshiree, Sa:handulaan, Khatanbulag, Mandakh,
Ulaanbadrah and Erdene Soum,
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While Soums with mineral deposits such as-‘fludrspar coal gold' put greater priority on
mining sector deveiopment Altanshiree, Khuvsgul, Khatanbulag, Delgerekh and Mandakh
Soum focus on hvestock sector development togcther with the long—term view of developing .
mining sector if mlmng expioratlons succeed

Zamiin- Uud Soum is on the way io beneflt from becommg a free ecoromic zone status In
addition, border trading points in the Zamiin-Utid and- IGzatanbuiag Soums open greater
opportunity for marketmg llvcstock products and more value added productlon through trade,
industry and sérvices development in surroundmg areas.

- The increasing role of non- herdmg economic act1v1t1es opens greater opportumues for broad
economic development in the Airag, Dalanjargalan, Sainshand, Urgun, and Erdene Soums
located along the railway as well in the Soums closer to border trading points. A clear
tendency for increasing non-herding employment opportunities, increasing urbanization of
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lifestyle and settlement is seen in these Soums. On the other hand, remote Soums had
tendency for increasing migration of people to more urbanized places. This tendency may
suggest that the traditional extensive livestock herding remains as the primary economic
activity in remote Soums; however, urbanizing places increase the demand for more
intensive meat and milk production and the development of more industrialized production

and service activities,

It was also observed that families from the poor and vulnerable groups tend to migrate closer
to urbanizing places in search of job opportunities and alternative livelihood options, while
wealthy herders tend to stay farther from the urban settlements to benefit from advantages of

good pastures.

4.3 SELECTION OF SOUM

This study contains the aspect of countermeasure against the Dzud disaster; therefore, the extent
of Dzud disaster damage was one of the key factor of the criteria for the selection of pilot Soum,
although it was possible to choose an average Soum.

The following table shows the number of livestock in 14 Soums and their change after 1996.

Table 4.3.1 Change in Number of Livestock in Dornogobi Aimag

Number of Livestock Change in Number of Livestock {year 1996 ~100) | Ratlo; (Most

j Damaged

YearPoak
1996 1997 1998 1999 2000 2001 | 2002 )} 1996 | 1997 § 1998 | 1959 ] 2000 2001 | 2002 Year)
-[Adrag, 65,891] 58,993 | 63,825| 68,959 73,615| 62,760 [ 67,928 [100.0] 89,5 | 969 [104,7 [110,7] 95.2][103.1 85.3
Allanshiree 53,368 | 56,455 | 62,355| 69,34B| 73,770} 52,419 55,023 {100.0|105.8 | 116.8 [129,9 |138.2 71.1
Dalanjargalan | 80,427 79,313 | B8, 782 | 94,834] 98,901 66,407 | 69,156 |100,0] 98.6{110.4 |117.9 |123,0 | B2:6 ] 67.1
Delgereh 78,500 [ 73,010 | 84274 ] 97777 94,733 67,137 | 71,141 100,60 93.0[107.4 [124.6 [120.7 [ 68,7
Thhet " 57,175 | 58,037 64,530 67,069 67,173 | 59,689 | 57,412 | 100,0 | 101,5 | 1129 [117,3 [117.5 85,5
Mandah 65,122 | 70,123 68,684 80,442 69,870 | 64,483 | 71,015 1100,0 }107.7 }105.5 |123.8| 107.3 80,2
Urgun 63,0871 66,723 71,711 80,707 85,292 | 67,049 | 67,494 }100,0 | 105.8 | 113.7 | 127.9 | 135.2 78.6
Saibandulaan | 54,157) 56,889 | . 57,572 65,058 63,321 | 66,043 | 65,615 |100.0¢105.0 | 106,53 {120,1 |116.9 973"
Ulaanbadrah | 81681 ) 88,6281 92,442 [ 96,881 84,900 | 68,015 [ 55,846 [100,0{108.5 [ £13,2 {118.6 [104.1 57.6
Hatanbulag - [125006 |137,116 | 141,052 | - §39,846] 102,175 | 80,013 | 86,924 [100,0[109.7 {112,8 | 111,9 |- 81.7 |6 56.7
Huvsgul 72475] 79,369 | 80,843 ] BB008| - 67,980 | 48,025 | 46,727 |100.0 |109,5 |111,5[121.4 | 93.8 |66 53.1
Erdene ‘H8,855| 76,272 - 80,140 | 87,006 | '80,283{ 71,138 | 52,506 1100.0 [110.8 [116.4 [126.4 [116.6 60,3
Salnshaod 48,503 | 54,374 31,897 42,848 54,1104 56,9791 55,623 §100.0 11121 5107,0 11206 {1322 B&R
 |Zamiln Uud §312] 7,881 - 9,751 11,448 10,378 | 8,104] 336115000 94,8 [117.3 |1137.7|124.9 ;204
.4

Tolal 922,569 963,183 | 1,007,859 |1,110,231 [1,036,591 |838,261 |825,771 |100.0 {104.4 [310,3 {120.3 | 112.4
Naote: * Bold-faced type! Peak Year in Number of Livestack ' .

Source: Darnogobi Aimag -

Because four adjacent Soums of Erdené, Ulaanbadrakh, Iquvsgul,'and Khatanbulag located

in- the southern parts of Dornogobi Aimag are regarded as easily damaged by Dzud, and

acf_ually they had been damaged in the past, these four Soums were considered as the
prioritized districts for the project 'impiementation. Thus, the investigation on groundwater in
- shallow aquifer has been preferentially executed 'by- Ministry of Food and Agriculture.
Accordingly, these four Soums are basically expected to be selected as the Pilot Study Area,
'Amon_g them, Khatanbulag is 230 km from Az‘mag Center, Sainshand and thus it will tak_'e.
_ about eight hours only for shuttling between these two places. So Khatanbulag was excluded

from viewpofnt of effective study, and consequently three Soums excluding Khatanbﬁlag’
“were selected as candidates pilot Souwms, -




The Pilot Project was planned to be based on participatory approach of beneficiaries, The
project proposals were issued from herder groups through a workshop held in each selected
Soum. The components of all projects should be examined according to the results of the
workshops. But it would be extremely hard to finish the Study in fixed and limited period if
consistency between three Soums was examined after finishing all workshops. Thus, all three
candidate Soums should be included in the Pilot Study Area. Through this procedure Erdene,
Ulaanbadrakh and Iquvsgul were selected as the Pilot Study Areas.

44 BASIC IMPLEMENTING POLICY OF PILOT ST UDY
4.4.1 PARTICIPATORY APPROACH

As for selection of the Pilot Project, the first priority is placed on the intention of herders
who are the implementers and also ‘the “beneficiaries of the project. This is for the
establishment of a more effective and sustainable project operation unit by improving the
ownership of the project through adopting the participatory planning method such as
organizing herders groups and drafting the proposals by herders themselves. - ‘

4.4.2 IMPLEMENTATION PROCESS OF PILOT PROJECT

§)) Implomentatton Process

The Pilot Project starts from the process that Soum governments and the Study Team jointly

~select proposals presented by the herders themselves, First of all, Project Cycle Ma’nagemeot
Workshop (hereinafter called “PCM Workshop”) was executed by the group to understand
their own situation to draft a proposal. Then, each group drafted their proposal based on the.
problem analysis, through screening of Soum government and the Study Tcam Finally the
Pilot Projects were selected and started Tho followmg flgure shows the process until the
start of the PllOt Project (for detalled process, refer to Annex F : PCM’ Workshop)

. S PCM Workshop ™ Participants: Bag governors, representatwes of hcrdcrs
D T (3 d S) -| 1 To motivate them io participate in the projects
— ay o J To ask them to make proposals
f'_'f‘g'j:mu]atjbﬁ and submtssmn\ Informing the réception of the proposals through Soum and Bag
-of the: proposals R governors, Submission and collection of the Proposals from
_ (4 days 10 2 weeks) ' herders (Conduction of the simple interviews for the selection)
N Screenmg of proposa]s h First screening by the Study Team :
' (1 1o 10dayq) = | i Second screening and discussion with Sowm governmcnt
. J
(- PO Workshop 11 Participants: Herders’ (Resndcnts ) groups, Soum officers
(Makmg of P]ﬂn of Operauon) Encouraging the ownersh:p of the projcct ciarlficallon of cost
o i sharing -
(o daylgroup SR
Jmp lcmpttt_atton pf-Pll-ot-P-mJGCt-] "To confirm if local Soum and Bag governmcnt and herder groups

arc sharing roles and Jmplemcntatmn at this stage or not

_ Fig..4.4.1 Process until Pilot Project Implementation
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(2) Holding of Workshop and Establishment of Herders / Residents Group

Workshop was held in two steps: At first, PCM workshop was held and subsequentiy,
workshop to make the “Plan of Operation” ( “PO Workshop™) that the group adopted. After -
the start of the pilot project, evaluation and monitoring workshop was executed by the group.

The workshop gave the opportunity for discussion among herders/residents. In PO and
evaluation/monitoring Warkshop, rules, operation policy, their activities, sharing of roles,
and so on were discussed and clarified by group members; it was also training about group

management.
1) PCM Wotkshop

PCM Workshop was implemented with Soum officials, residents and herders at the Soum
government office. First of all, the framework of the Pilot Project was explained, then
participent analysis, problem analysis, objective analysis, and selection of approach and -
explanation of drafting proposal for the Pilot Project were carried out,

2) PO Workshop

" PO workshop was implemented for each selected group, and each group made the plan of .
operation for their own project. The workshop was carried out at group activity site or
Ger for the herders, and at the Soum government related location for the residents group.
In the PO, activities necessary for 1mp1ementatlon of the project, expected results for each
activity, indicators, implementation permd responsible person, cost, cost bearer,
remarkable points on implementation were filled in. Through this PO Workshop, the
participants held discussion about the items required for the project implementation, -
shared information within the group, and agreed on decisions about beneflt and cost,

In add1t1on PO Workshop was camed out in conmderatmn of orgamzatlon strengthenlng-
- and sustainable activities of each group; it covered the followmg pomts _' '

- To select and make a pro;ect which the herders want to contnbute or invest thclr
money 1o, under the herder’s decision, thhm the purpose of the study.
- For participants to fully understand about cost Sharmg
- To adopt the system to promote development effort by participants.
-~ To consider the creation of incentives / benefits for participants.
- To adopt capacity development of the relevant administrations into the pilot project

3) Evaluation and Momtormg Workshop

The Pilot Study should be execuied aiming to verify feasibility and effectweness of the
plan, to feedback lessons to the plan, and to contribute to better planning. To achieve
these objectives, “Confirming and understanding of the progress” through regular
monitoring (continuous observation) and early findihgs of the problems that were
supposed to prevent smooth implementation of the project, and “changing tracks/



adjustment” based on them are required. Furthermore, based on the results of monitoring,
“gvaluation” is necessary to understand the progress during the Pilot Study, that is to say,
to know if the effects and outputs that project expects are achicved or not, and then to
draw “Recommendations (recommendation and advise how to continue the projects of the
Pilot Study)” and “Lessons (information as a reference for the similar on-going/ future
project).”

While executing the Pilot Study, the projects of the Pilot Project were evaluated three
times in total: two mid-term evaluations and one final evaluation at the eénd of the Study.
Methods of evaluation shall be “Participatory Evaluation” through herder partlclpatlon in

- Workshops since they were not only beneficiaries but also 1mplementers of the praject;

this improved herders owners]up for the project and undérstanding of the operational
conditions of the project. Based on the plan of operation presented by each group, each
group itself evaluates it, and described its achievement, results evaluation, problems,
measures already taken, future measures, 1mplementat10n permd and resp0n51b1e person

for each activity item in the evaluation table.

(3) Selection of Proposal

The Pilot PrOJects were selected based on the proposals presented from herders and resrdents.

Selection criteria of proposals are shown below. In addltlon to these, site survey by the Study

Team and simple 1nterv1ews of act;vrty record of the group were 1mplemented “From the

point of view of not only hetder’s desire but also livestock farming development in the future,

the Pilot PI‘O_]eCtS were selected under the dlscussmn between Soum governrnents and the _

Study Team

Table 4.4, 1 Selecuon Crltem of Proposals

<Selection Crilerja of Projects>

Decision Area :

‘To Judge by thc struc!ure of group or history of lhelr acltvrty

1. . Existénce of the strong leader.
. R o * long éxperience for group activities.
* experience ‘for group activities’ related  to cash
: distribution such as joint shipping of cashmere.

g < _ + perceniage of non-blood relations among member, efc.

2, Existence of the highly motivated members in | To identify the formulation and existence of the group.
participating in the projects. » long experience for group activities, -

. ' + varlety of group activilies,
3. Intention of the cost sharing. To make sure their willing to pay and its realizablity writien
' o in the proposal.

4, Possibility of achieving the purpose of the | To make sure the consistency between project purpose and
projects. contents logically.

5. Contribution to fhe improvement of herders’ | To judge based on technical viewpoints,
benefit/ living.

6. Sustainability after finishing the project. (Ex. | To judge based on technical viewpoinis,

Consideration on the utilization balance between | Project component should be discussed with group if its
pastures and wells) suslainability is not certain but can be modified,

7. Balance between cost and benefit. To judge by viewpoini of cost. :

8. Availability of monitoring and evaluation during | To judge if the outputs -are expressed in “objectively
‘the study period. (availability of fmplementation | verifiable indicators and can be achieved within the pro;ect
and appeating the outpuls) period.

9. . Access to the project sites, Pilot Project sites should have good access due to

expectation for its demaonsiration effects.

Discussion with Soum and Aimag.

10. Policy of Soums and Aimags.




4.5

FRAMEWORK OF SELECTED PILOT PROJECTS AND

IMPROVEMENT LIVESTOCK FARMING SYSTEM IN RURAL
AREAS AND THEIR RELATION

As a result of screening, the projects shown below were selected,

Table 4.5.1 Selected Filot Projects and its Purpose

Name of Project Name of Soums Implementer Pilot Project Purpose
Pasture Utilization and Well 3 Soums Herders group QOvergrazing is alleviated
Development :
Livestock Fund Erdene Soum Erdene Soum " Soum government establishes Livestock Fund |
government S
Dairy Product Sale Erdene Erdene Soum Business situation of Burdene sanatorium is
government improved
Dairy Products Shipment and Erdene Herders group Shipment and Sales system of dairy Products
Sales throughout a year iy established
Wool Processing and Products 3 Soums Residents group | Small-scale industry (wool processing) can be
Sale established easily by providing a concessional {.
loan
Traditional Well Campaign 3 Sowms .| Each Soum Soum government has the capacity of
- government promoting Traditional Well construction

Note : 3 Soim means Erdeire Soum, Ulaanbadrakh Soumn, Klnvsgul Soum in Dornogobi Aimag.

End cutcome of the project is “improvement of livestock farming System in rural arca” focused

on “mitigation of Dzud damage and resolving of overgrazing”. The following table shows

components corresponding to each Pilot Project.

Table 4.5.2 Relation between the Pilot Project and the Imprdvement Plan of

Livestock Farming System in Rural Area

Policy,”End Component of Project Related Pilot Project
Oulcome Development
Improvement | Pasture Utilization/ | Pasture Utilization and Well Pasture Utilization and Well
of Livestock - | Well Development Development : -Development
Farming and Management _ ‘Traditional Well Campaign
System in Livestock Products | Veterinary Service Imiprovement
Rural Arca Impravement : : :
_ Livestock Fund

(Mitigation of
Dzid damage
and resolving
of

Superior Livestock Breeding -

Livestock Farming Techmque Livestock Fund
Improvement - 3

Capacity Building for Rlsk Livestock Fund.’
Management . : '

overgrazing)
Herders Economic
Stabilization

- Livestock Farming Improvement

Dairy Products Shipmént and Salé
Wool Processing and Products Sale

Market and Distribution of Livestock

Dairy Products Shipment and Sale
Dairy Products Sale - .

Human Resources

Products Improvement ~

Human Resources Development

Development

through each Pilot project

“Veterinary improvement” requires high expertise and is unsuitable to the issues that
herders/residents tackle; thus, there was no proposal. Support to the Privatization of Veterinary
Services supported by German Téchnology Cooperation Agency (GTZ) was implemented in the
Dornogobi Aimag, so such a project was passed over to avoid duplication by the JICA Study. ‘




Since livestock fund is one of the Pilot projects designed by pulling elements fiom “Superior
livestock breeding plan”, “Livestock farming improvement _plan”, and “Capacity building for -
risk management”, it is a superior project to them. ' 3 '

As for two components of “Livestock products improvement” and “Herders economic
stabilization”, the Pilot Project was partially implemented, so feedback is limited and reflection
to the plan is also limited.

On the other hand, “Pasture Utilization/Well Develdpment and Management” is a cornerstone of
the livestock farming system in rural area; it combines the two Pilot Projects of “Pasture
Utilization and Well Development” and “‘Tradi'tional Well Campaign” so more detailed
feedback can be expected to formulate a specific and detailed plan, |

4.6 CONTENTS OF PILOT PROJECT

4.6.1 PASTURE UTILIZATION AND WELL DEVELOPMENT
PROJECT

(1) Objectives and Basic Policy of the PrOJect

. Continuous use: of the pasture shall be reahzed only if the wells msta!led on the pasture can
be maintained prOperly and used continuously. Overgrazing caused by the concentratton of
herders and livestock, shall be’ solved through contmuous use of the pasture with

consideration for productlvlty of the pasture

Accordingly, this project shall be- executed with the aim to alleviate overgrazing. Through
the main activities executed in.the’ prt)]ect shown below, it should be targeted for the herders.

groups to mamtam the ‘wells they are in charge of and be abIe to use the pasture properly R

through these act1v1t1es

- Groupmg of the herders who use the wells. and its ad]acent pasture '
- Promotmg ‘well rehabilitation and new well constructlon ‘ '
- Formulatmg rules for pasture use by the herders who use it jointly.

(2) Structure of the PI'O_] ect

The followmg figure shows structure of the project. Ma]or issues are how to select and settle
targeted wells, herder group use of these wells, and which level to be adopted in well

development.



Structure of Pasture Utilization and Wall Davelopment Project

Selection of targeted well: - Planning of wall development:
- Call for well users group ~ Study of development policy
- Presentatlon of proposal + Study of herder's cost sharing
- Screening of proposal - Fixing construction cost
- Confirmation at sites - Study of rehabliitation possibility
- Interview with group - Bidding

- Sharing of construction cost Canstruction supervision

: 4

Pasture utilization and well developmant Plan:
~ Plan of Soum Well Fund

- Plan of herder's well maintenance tund

- Pasture managsment plan
- Study on well operation and management system

I PilotSwdy 3
etz I

Summary

Confirmation of policy on pasturs utilization and well development
- Follow-up Plan

(3) Contents of the Project
1) Targeted Wells to be Developed

The following three type of the engineering wells shall -be targeted in the project: 1)

Production Well, 2) Shallow Well, and 3) Shaft Well. The location of the wells wdl be -

- selected based on the request of the herders and the Soum govemment
2) Process of the Project |

Well for rehabilitation and new constructlon in' the Pilot Project was selected based on the |
.proposal from the herders. The number of proposals totaled 49, '

Table 4.6.1 Presented Proposals .
Lrdene Ulaanbadrakh | Khuvsgul Total
New Well Construction 4 ' 4 : 2 10
I t of Well -
e " ™ [Rehabilitation of Well s 10 11 39

The proposal describes the composition of group (members and their relations), project' '
purpose, problem to be solved, its method and willingness for cost sharing, Moreover, the
interview surveys were carried out to collect information about experience of group
activities, distribution of members and pasture utilization, etc. when they submitted the
proposal. Afterwards, the Study Team visited each proposed site to confirmed
rehabilitation possibility (according to method described in section 2.5.3 Water Supply
Facilities for Livestock (2} Damage Levels and Rehabilitation Method of Water Supply
Facilities), pasture condition, pasture type and its utilization. Also,. discussion with the



3)

Soum government and consideration with proposal standard (shown in 4.4 Basic

Implementing Policy of Pilot Study, (3) Selection of Proposal) was executed. Finally, the

19 wells listed below were selected,

Table 4.6.2 Adopted Proposal

Soun . Name Type of Work Well Type - * Well Depth (m)
Ulzit (Burudene) New Construction Production Well 50
. Tant New Construction Production Well 80
§ Bukhel-2  Rehabilitation Production Well 100
5 Durvulj Rehabilitation Shaft Well 8
Butiin Hooloi Rehabilitation Production Well 120
Zuun Khur Rehabilitation “ Procluction Well 101.2
- Uvgon Mod New Congstruction ' Production Well 60
:E Tashaa Mew Construction Production Well 150
5 Taliin Buuts _ Mew Construction Production Well 140
.§ " Hoolol Hond Rehabilitation Shaft Well 6.9
g Khitkh Am Rehabilitation’ Production Welt 66.7
B Shuviun Rehabilitation Production Well 93
Teaidam . . Rehabilitation Production-'Well 90.3 -
Yast New Construction® - Production Well 120
~ Khyars. . Rehabilitation Production Well 433
% Shuvuun Toirom’ " Rehabilitation Production Well -~ 170
2 Taliin Tsagaan Rehabilitation Production Well. - | 94
K " Taiin Dov ‘Rehabilitation Production Well | 150 .
Tataaliin Gal ) Rehabilltanon Production'Well e 120

PO Workshop shall be conducted for these 19 herdcr groups pnor to the 1mpmvement of
wells, and Plan of Operatlon for the Pilot Project shall be estabhshed by each group. The
plan of operation is made in this PO workshop. Then an agreement (refer to ANNEX M)
shall be made among the herder groups, the Soum government and the Study Tcam The
followmg two pmnts shall be clarlfled m the agreement '

- The herders | groups shall establish the fund for well operatlon and maintenance.
- ‘The herder groups agree: to pay. a portlon of the ‘welt constructlon cost, and pay it

‘before the pump 1nstallat10n.

‘Well Construction / Rehabilitation Works

Bid Tendering

The well construction/rehabilitation works were carried out, and divided into two potions:
fitst time in September to November in 2003, and second time April to June in 2004. 2 of

‘the 19 project target wells would not be developed since the herders group could not

agree on their contribution, so that the total number of works became 17 consisting of 13

rehabilitation and 4 new constructions, (refer to ANNEX C: Record of Well Construction

~and Well Rehabilitation )

Both constructlon/rehab111tation works were carried out by drilling companies in
Mongolia. Candidate companies who could be responsible were nominated in discussion
with MFA. The specification of the works were explained and the companies were
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selected by price tender, At that time, it was considered better for the future maintenances
of wells that the local well construction company make a successful bid, (refer to section
4,7.1 Evaluation of Pasture Utilization and Well Development Project, 2-7 Lessons
Learned) However, they did not agree with specification technically in contract
negotiation in the first tender and they did not succeeds in the second tender in price, so
that only companies in Uleanbaatar and Tuv Aimag were successful. The considerations
in the tender for well implementation works cover the following points,

* Since there are many unexpected matters, for example it is common in Mongolia to
use secondhand materials in the works, it is necessary that specification of the work
should be described clearly, and expected qualities and methods on both sides should
be clarified during price negotiation since they have to conform at the construction

site,

* It is necessary that a local (Aimag’s) drilling company is involved in the works.
Therefore, some considerations in the tender are necessary, such as specification and
tender documents written in Mongolia, and permission to form a consortium with two
or more companies. However; it is difficult to set JV with local company as tender
condition since there is only one drilling company in each Aimag.

b) Shipping order of equipment

The pump produced by Grundfos Company was selected in the projects since it has been
used in ADB’s project in west part of Mongolia, They were sent from'Singapore and 1
month was required to be delivered; it is assumed to be similar by other makers, However,
due to its period, equipment had to be ordered just after contract of works in order to
complete one process from selection of drilling companles until instailation of pump
within the 3 months of the field study period.

Therefore, a purrip, that was ordered based on expectations beforehand, could not be
installed since its performance did not suit with well capacny, thus installation of pump
on the well was delayed to a later time,

When the numbe_,r of pumps is large, it is possible to find proper combinations of pumps
and wells according to results of pumping test. However, it becomes difficult when the
number is small; so that it is preferable to decide pump type after obtaining pumping test
result. Moreover, it can _feduce wasted cost and prevent poor yield or not éﬁough well”
célpacity since it is better to match well capacity and pump performance. Therefore,
two-step process is more efficient even if it takes time: that the tender for equipment is
carried out after construction work, as is proposed in the report (refer to section 5.7
Action Plan),,
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Table 4.6.3 Results of Well Construction / Rehabilitation in the Pilot Project

Soum -Name Type of Work Record of Work
Ulzit (Burudene) New Construction Constructed and equipped in 2003
. Tsant New Consiruction Fault in 2003, Constructed and equipped in 2004
5 Bukhel-2 Rehabilitation Equipped in 2003
& Durvalj Rehabilitation Equipped in 2003
Butiin Hooloi Rehabilitation Equipped in 2004
Zuun Khur Rehabilitation Equipped in 2004
LDvgon Mod New Construction Canstracted in 2003 and equipped in 2004
5 Tashaa New Construction Mot done since group did not agree an cost sharing
.§ Taliin Buuts Rmé?}:':::_ﬂ“ggg few _ Fault in 2003, New constructien and equipped in 2004
B Hooloi Hond Rehabilitation Equipped in 2003 '
-§ Khukh Am Rehabilitation Equipped in 2003
Shuvuun _ Rehabilitation Bquippéd in 2004-
Tsaidam Rehabilitation . Eguipped in 2003
Yast New Construction - Consiructed and equipped in 2004
~ Khyars Rehabilitation Bquipped in 2003
% Shuviyn Toirom Rehabilitation Not done since group did not agree on cost sharing
é Taliin Tsagaan Rehabilitation Equipped in 2004
Taiin Dov Rehabilitation Fquipped in 2004
Tataaliin Gol Rehabilitation Equipped in 2004

4) Contribution of Herders

To improve ownership of wells a_nd activate operation and maintenance by herders,
herder’s cost sharing for well construction shalt be included in the plan. '

As for wells construCte'd/rehab'ilitated'i:r_l 2003, it was_ﬁgr_eed in the PO workshop, that the
Study Team would implement the well with equipment and herder'group woul-d.'repair or
improve ground facilities as’ water 'storage‘ tank, with fence around the well and pump
house. However, the work contrlbutmn of herders was not carried out since the herders
didn’t realize that the agreement of PO was in force, and there was no penalty against the
default of the agreement after startmg of the well operatlon. ' '

Table 4.6.4 Herders Sharing Items Agrced at PO Workshop and it Implemenlahon at Begmmng of 2004

Water Supplying Tub Pump House Fence
Location | Well Name : - Plan Achievement Plan Achievement Plan Achievemeni
. New . Hape for Construclion - ' I o
gz’:ée ) New - Construction Hag;‘:;::}f of (Difficult for herders) | - - none us;;mﬁjsse .| - none
wrdene 1m’ . Hope for Soum’s aid ' pump
’ Subdivided and
Erdene ) New - S Reconstructed, :
:Bukhel-z [Rehnb, Construction- none There is Ppmp House Cleaningis | No reference
. ' . ' - NECESSAry,
Deervulf Rehab. | Repaiting the Alrclady i No reference . No reference
existent fub tepaired .
_ Rehab. | Repairing the e . :
; ! Already . {Hope for Construction |
[Hooloin Hond ex(lséglatlt)ub r(_*,paire d 17 (request for JICA) ~20m none
: [Rehab, New ] _
Ulaan- o Construction | . Already o ' '
badrakh Tsaidam (800 1) (Reuse of] _ repaired There is Pump House Metal Fence. nQne
old chimney)) .
Rehab, -, Hope for Construction .
KRkl A Regnmng the. Airc‘a dy Regquest for dirmag & No reference
existent fub repaired s
Ooum
Rehab, | Repairing the
ievsgul  [Khayts existent tub none Impossible for Herders 30m none
(February)




Therefore, herder’s contribution was changed to cost sharing for well construction, (As .
described later, “Cost sharing for well construction” has become the Government’s
policy.) With reference to international organizations that were implementing well
development in 2004, herder’s contribution was fixed as follows:

Production Well and Shallow Well:  Tg 1,500,000
Shaft Well: Tg 1,000,000
. The herders shall pay a part of the cost in 5 years to “Soum Well Fund” described later.
Since major herder’s income is biannual, they can make biannual payment, and pump and
generator shall be installed after confirming the first payment. Therefore, it was explained
in PO workshop held before well construction/ rehabilitation regarding the necessity of
the cost sharing, Soum Well Fund and internal saving fund for future replacement in the
group. Pumps were set only on the wells where herder groups agreed for cost sharing.

A new joint policy was signed in 2006, June by Minister of Food and Agriculture,
Minister of Natural Environmental and Minister of Finance, According to it, herders have

to contribute part of the construction/rehabilitation cost of engineering wells.
| Consequently, the amount of the contribution to the Sowm Well Fund by each herder
group was changed.

The herder’s minimum contribution based on the new policy is between Tg 300,000 to Tg.
600,000, and some herders had already paid this amount as of September 2005. The
payment amount to Soum Well Fund was revised. The amount was set by well type based
on the following concepts refer to calculated amount accordihg with New Poliéy .

» The payment amounts could be higher in case of deep wells or new wells, if the
' amount is sct by each well individually. '

Moreover, the amount of contribution I Proposal Submission of Herders l :

isn’t always in proportion to its capacity. v —
: S - : _ Decision of Well Works - |-

erders’ Approva ;
of Cost Sharing

Yas Stop of Well .

» Only the two kinds of payments, for
Production ‘Well and Shaft Well, had
already been set with agreement with

herder groups before new policy. For : e
easy consent and giving unity to the  _—Confirmation of " -

, . , _ ~-Eifst Paymen h
herders, the project set only 2 kinds of | : A

- Stop of Pump
Pump Instaliation installation

* contributions, for Production Well and
Shaft Well after the new policy
application. '

Fig. 4.6.1 Flow 10 Pump Installation and Cost Payment

Finally meeting was held among 4imag government, Soum governments and the team,
and revised herders contribution was decided as follows, based on the desire of the Sourn
governments that want some amount as source of Soum Well Funds,

4-14



- Production Well;

- Shaft Well:

- Payment deadline:

Tg 750,000
Tg 500,000
End of 2007

5) Establishment of Soum Well Fund

Budget for supporting well operation and maintenance by herders is not usually

developed at the Soum government and Aimag government. Although the herders are

compelled to prepare the funds in case of breakdown of machinery such as a pump or

generator, there are some cases where they can’t pay the cost for repair and renew of

materials due to msufflcxent savmgs before the breakdown

Each Soum government shall establlshV‘_‘Soum Well Fund” to have the capacity to cope

with such situations, The Fund will consist of capital contﬁbutions‘ from herder groups

which use the wells improved by the Pilot Project, The operation rules of Soum Well
Fund in each Soum were decided. (ANNEX M)

Objective: Future well use-development in the whole Soum

Activities: Financial support for the herders group as follows: -

Survey of well rehabilitation and rehabilitation works for Engincering Wells '

in the Soum

Rehabilitation works and new construction of Traditional Wells in the Soum

- Repair and renewal of a pump and generator of wells in use at present

*+ The other act1v1t1es necessary for the wells in the Soum

6) Pasture Management Plan

Pasture management plan- in thlS pro;ect is closely related to - well development
Regarding selection of well development sites, reclamatlon of unused and low-used
pasture is for activation of herders seasonal migration and improvement of water supply
efficiency and for smooth pasture utilization from the viewpoint of pasture management

7)  Problems and Solutlons to be Con31dered for Pro;ect Implementatmn

[Problems about Well Use and Solutions to be Cohsider_ed]

Prablem

Precondition

Solution to be considered

As load of pump operator is large, it
is impossible to continue the work,

Since operator doesn’t stay there,
sometimes water supply is .
impossible,

Herders group consists of

| independent families.

Livestock number is lagge.

Operator should receive salary or a full-time

-operator should be hired.

All members will take training In pump
operation.
Time schedule for wutermg should be prepared.

Well is not u_sed.

| Pump breakdown cannot be

coped.

Centinuous monitforing by Soum government.
Establish stock system of spare parls,

There is other water source
and new well is treated as
supplemental,

Forced use is difficult. Person in charge of
pump operation and maintenance shall be
clarified.

Pump can not be used because of

breakdown of generator,

Early trouble from generator,

Confacting with the compzmy that executed
well construction and rehabilitation.

Breakdown of generator.

Ordering parts from a maker and change them
or bring for repair,




[Problems about Operation and Maintenance and Solutions to be Considered]

Problem

Precondition

Solution to be considered

Herders don't pay money for the
operation and maintenance in Herder’s
Well Fund

Livestock number is small.
Pump is not used frequently.
There is no willingness to use a
pumyp for long time,

Pump is vsed sporadically,

Soum goverament instructs herders about
savings in Herder’s Well Fund.

Sown government {ells herders of payment
need even though they don’t nse pump
every year,

To understand saving’s condition of each
group's members .

One family pays full amount to the Fund,
and owns the well privately.

One family (one Khot Aile) uses
and maintains a pump, and
athers use it temporarily.

To set an impartial use charge,
To enconrage not to own well privately, and
to recruit new users from adjacent herders,

Use charge can’t be collected for the fund
from temporary users,

People arc reluctant to demand
pay from temporary users when

Sown government sets an impartial use
charge, and announces it to herders,

they are relatives,

Befare any savings in the Fund, well Nothing special To study financing from Sowm Well Fund,
instruments and materials breakdown,

and can't be repaired or renewed.

(Rules of Pasture Utilization and Management]

Well development means to increase water source alternatives on pastures. It can be
assumed that the present utilization patterns would drastically change due to adding of a
new well to the migrating area which has not been-used before. Accordingly, the
following issues should be examined,

- System of preventing herder concentration in the area around particular wells

- Method of alleviating overgrazing in case of the concentration

- Ensure that pasture and water sources will not be 4 cause of argument among herders
Main challenges after well development are as follows:

- Appropriate seasonal migration to summer (autumn) camping places and preservatioﬁ
of winiter (spring) camping places
- Appropriate combination of well and pasture utilization
- Davelopment of well appur‘tenance. facilities (water storage tank, feed water tank)

'(4) Result of the Project
1) Basic Policy of Pasture Management Plan

Operation of the pasture managemeht plan is shown in the following figure.

. 2003 L : 2004 ) '
7] 8] 9 jw]n]12] 1] 2[3]4]5]6]7[8]olw][n]i
o s R . o Ay
Herders' Grnﬁp " Formutation of rule on Formulatlon of _ Grhzitheusurc(l) )
. ’ Annual pasture use + *

well rotajon use y A
o Filling in Monitoring Table(2} -

Administratives Guidance and- Guidance and Making Resource . Guidance of Grazing

- Grazing Measure

(Aimag, Soum, Bag } Collection of " Collection of Arrangement Chart  Measure / Colloction of
) . Survey Table Survey Table (3) Summnry Table
— — — — _
. Lecture on Pasture  Lecture on Pasture Assistance of Making Lecture on Grazing measure(and
Study Team Managemeni @ Management@ Resource Arrangement Charl  Pasiure Management@®)
—t . +

Grazing Measure Monitoring, Arranging , and Analyzing

Fig. 4.6.2 Flow of Implementation on toward Pasture Management Plan
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In the training seminar on pasture management implemented by the Study Team, the
Team explained the importance of executing resource management cooperatlvely, and
prompted to make the rules on pasture management as a herder group. However, as the
investigation progressed, the Team understood that it is difficult to make rules on pasture
management by the herders alone. Therefore, the Team changed the policy for pasture
management, and decided to establish pasture management system that finallry builds a
database in the future. The herders and the administrative can mutually use it for
resources management of pasture instead of makjhg the rules. Also, it is important that
the Soum government and Bag governor shall lead the activity in addition to having
herders participation.. ' ' '

2) Training Seminar on Carrying Capability Measurement

As a part of the activity of the pasture management plan, the Study Team organized the
training seminar on carrying capability for the herders, agricultural officers, and Bag
governors in September 2004, After the training seminar, the Team requested the herders
groups to conduct a pasture survey eroun_d their wells. With teamwork and cooperation of
the both herders and the Soum government, they can get and file mutually useful
information. Thls is one aim of the training semmar.

The survey method is outlmed below.

Simple Pasture Survey Method

) ‘TInke two wooden poles and outline & square of 1m by 1m in the pasture at ; Coverage
random, (each 3 site on circumfercnce of lkm in radins from and 2km in - (6 classes and respecnvc sCores)
radius = 6 sites x 60 times measnre) ~ Class % Avg,

) Divide the square into four quadrants, and -estimate the npproxlmate ratio 4 75~100% Lo 87.5
cavered by vegelation inside of the four quadranis to determine its class (¢} (™3 S0~T5% 62.5
in the table at the nght : CE 25~50% 75

1T} Select 5 plants inside of the frame at random, and measuire ils nafural helghl 1 TS5 - 150
(H). {The placement of the frame is made 60 times systematically, over - - :
several kilometers, so total plants measured will be 300.) Two things to 1 : 1~5% - 30
avoid: Avold bias of a specific kind of vegetation, -and exclude shrubs over + - Exist 05

30 em in radius.

1v) Record the measured data mtn the survey sheet;.

V)

Perform this measurement in Angust every year,

3)

Relation between Seasoml Mlgratlon Pattern and Cost Sharmg for the Soum Well Fund.
(Analyszs) ) ’

(Seasonal Migration Pattern and Classification of Well Types]

According to seasonal m1grat10n pattern, wells are classified into three types:

Winter/Spring - type, Summer/Autumn type. and Seasonless (Intermedlate) type The

rehabilitated or newly constructed 17 wells are classified as follows:

» Winter/Spring Type: Durvurf (Brd), Taidam (Ubd), Hooloin Hond (Ubd) Shuvuun
' : {(Ubd), Khukh Am (Ubd) (5 wells)

> Summer/Autumn Type: ~ Zuun Khur (Erd), Butiin Hooloi(Erd), Tallin Ilfs'agaan (Khv) }ﬁst
(Khv); Khyars (Khv) (5 wells)

> Seasonless (Iniermedlate) Burdene (Erd), Bukhel-2 (Exd), Tant (Erd), Uvgon Med (Ubd),
Taliin Buuts (Ubd), Tataaliin Gol (Khwv), Taliin Dov(Khv) (7 welis)

Note: (Erd): Erdene Soum, (Ubd): Ulganbadrakh Soum, (Khv); Khuvsgul Soum
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[Relation between Total Performance Rate of Well Uses and Cost Sharing]

Based on migrating pasture/well use pattern of herder groups (n=116), relationship
between total rate of well use and cost sharing per family for the Soum Well Fund in each
type is described in the figure below,

70,000 40 - .

In Winter/Spring type, total performance B Cost sharig (ror

rate of well use and cost sharing for s T DA s
Soum well fund per household both have 0000 1%
extremely high scores comparing with » 40,000 | j Z:
other two types, indicating 37.1% and Tg 30,000 5
59,114 respectively., On the other hand, 20,000 {10
in Summer/Autumn type, both showed 10,000 1s

low scores, 19.4% and Tg 14,444. In o s

Winter/Spring  Summer/Autumn Seasonless "

addition, Summer/Autumn type indicates =
Fig. 4.6.3 Relation between Tolal Performance .

high rate of herders withdrawing from Rate of Well Use and Cost Sharing per Household -

the group, reaching 61.1%. In
Winter/Spring type it is the inverse, 0% (see Fig. 4.6.3).

This brings into focus the stability of Winter/Spring type as a group and the most active
payment for cost sharing '

in three types. 0% !:”
60% L’ O Rate of withdrawn
On  another front, in 50% |~ herders famibies |

40%
summer/autumn.  camp, 30%
20%

many herders gathered to 10%
' 0%

r ilit : :
use rehabilitated or HGWIY Winter/Spring Summer /Autumn -Seasonless

constructed wells and half - ‘ :
Fig.4,64 Withdrawing Rate of Herders from the Well

have withdrawn from the - . Groups in Each Well Use Type

groups at present, Because ~ gg

of this  unstable - 72 _l

relationship, rate of unpaid 453. T

herders in contribution for 30 —

Soum well fund is highest P

in 'Sum_mer/_Au.tumn type . VVinfer/Spring Surrmér/Auturﬁn . Saasonless

as shown in Fig, 4.6.5 - o _ I

.lBu i we comparé Rate of unpaid herders 8 Rate of unpald members In the groupj

Fig.4.6.5 Rate of Unpaid of Cost Sharing for Soum Well Fund

between remaining in cach Ty
in each Type

members in the groups at |
present (n=66 : Sep.2005), rate of unpaid members show highest point in Winter/Spring
type and rather low in Summer/Autumn type. Team works of group members in
Summer/Autummn type are fairly fine and they shared money equally within the groups



even though the amount is not so high, In Winter/Autumn type, in contrast, since .
members in the groups are constituted by close kinship such as parent-and-child, brothers
and relatives, the contribution for Soum well fund is paid only from a representative or
rich member, which results in high rate of unpaid members in the groups.

4) Well Use
i) Composition of Numbers of the Well Herders Groups

Change in size of the 17 well herders groups of JICA rehabilitated or newly
constructed well is shown in the Figure below.

Table 4,6.5 Transition in a Number of the 17 Wall Herders Groups (2003.11-2005.9)

Number of members 4 Withdrawn in total Number of
. : femporary users
At the beginning - S
(2003.11~2004.07) - 2004.12 | 2005.09 | No. Rate 2004 200s
Total . 116 . 72 a6 -50 43.1% 5 14
Average .number of 6.8 1 as 4.1 B - - -
herders in a group : : ;

*Increased from (he original members

At the beginning of the project there were originally 116 families. But 50 families
have withdrawn and 66 families are left at present for using wells, which is 43.1%
decrease. The nuiber of const1tuted families in one group has been recluced from 6.8
to 4.1. Wells used by families not. beiongmg to well herders groups are not wholly
known but 6 non-member families in Yast were the largcst number even 1f period was

‘rather short, like only for five days

ii) Combination of Cornpound Use of Water Sources in Pastures by Well Herders

Some herders are makmg complex seasonal m1grat10n in combination w1th several
water sources. The total number of wells used by each family in herder groups since
January 2003 was counted and is shown’ below (Baurdene and Tataalin Gol are
excluded) Water sources were composed on the average of 4.4 in E dene Soum, 6.1 in
| Ulaanbadrakh Soum and 4.9 in K?zuvsgul Soum, and of 5.1 on average in total
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Fig. 4.6.6 Number of Water Source by Herder (2003 to 2005)
iii) Use Period of Rehabilitated or Newly Constructed Wells by Well Herders Groups
Use period of rehabilitated or newly constructed wells is described in the following
figure, considering compound use of water sources through herders seasonal migration
in wide areas (Burdene and Tataalin Gol are excluded).
Year 2003 2004 . - ) : 2005
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Note: Durvurj and Hooloin Hond are Shaft Wells and had used before rehabilitation,

Use period of rehabilitated or newly constructed wells by well herders groups in three Soums

'Fig: 4.6.7 Use Period of Constructed / Rehabilitated Wells
iv) Change of Livestock Number (in sheep units) around Rehabilitated or Constructed

- Even though there was high rate of well use, it is not a severe problem at all if the well
is used by a small number of both households and liyestock in context of pasture



management. Therefore change of livestock number in- sheep units around
rehabilitated or newly constructed wells is expfessed by rate of well use and livestock
database for each family in the groups. Livestock number is another indicator in
context of pasture management | A
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—o— Tsant 1
—@-——— Bukhel-2 -
5000 - —p~ ~ Durvuj . T i T oh
—¢— Butiin Hooloi : |
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Fig, 4.6.8'Change of Livestock Number (in sheep units) around Rehabilitated or Constructed
. Wells - Erdene Soum ~ - o : :

[Ulaanbadrakh Soum]
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Fig; 4.6.9 Change of Livestock Number (in sheep units) around Rehabilitated or Constructed Wells
- Ulaanbadrakly Soum- '
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(Khuvsgul Soum])
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Fig, 4.6.10 Change of Livestock Number (in sheep 'units) around
" Rehabilitated or Constructed Wells -Khuvsgui Soum-

v) Unused Wells

The responsible herder groups are not decided in two of the 17 wells which were
developed by the Project: one is Burdene well in Erdene Soum and the other is
Tataalin Gol well in Khuvsgul Soum. Future utilization of these unused wells was
discussed by each site’s Soum govefnment.

a) Present Conditions of Unused Wells

The characteristic of Burdene well and Tataalin Gol well are shown in Table 4.6.6.
Both wells are located in pasture which can be used during the whole season,

- However, they have some negative conditions like a bad water quality, lack of
potable water nearby and sandy environment, etc. Therefore, herders may not ever
use these wells. | ' :

Table 4.6,6 Informaltion of Unused_We]'I.s

Burdene . : Tataalin Gol 1.
Location “ | 30 kmfrom Erdene Seum Centre Itis = 7| 10t km from Khuvsgul Soum Centre, easy to access
: tocated in the sand dune area, thus the . : I
access is difficull. _ - .
Feature of Sandy pasture. Possible to be used Sandy pasture Dominant vegetation is shrub, only
pasture in : annually - camel and goat can eat, Grass, can be eaten by
surrouniding It is used as preliminary pasture, sheep; it grows only in fairly rainy condition.
Feature of The pools and springs are scattered in the . | One Traditional Well for drinking water has existed
surrounding- ~ { dune. However, it has happéned : in Negdel period. But it dried up by shortage of rain
water sources sometimes that all of them were dried up. | in recent years. =
-| Original purpose | TUsed as a sub water source when other Expecied to develop water resource lo use pasture
of well waters are dried up, Good guiality water | for Camel :
construction was also expected. -
Reason of non It was found after well construction that There are difficulties to stay a long period due to
utilization the water contains quite a lot of iron, It lack of drinkable water for humans, and pasture
can be used for livestock animals, but condition does not suit sheep either. Herder gives
herders do not want to pay for it. They waler for herd of large animals when they return to
intend to get good condition wells since the water point; therefore, they do not take the herd
they will be charged some cost. to water paint for supplying water, It is difficult to
use the well without someone staying there. i




b) Countermeasures

The following three measures were examined to use the pumps and generators in
both wells. ' '

i) Removing the generators and pumps from unused wells and stock as spare
equipment for other wells in the Project. S

i} Removing the equipment from unused wells and set it on other wells.

itiy Leave the facilities on the place for emergency use. Soum government
would have the responsibility of maintenance and management.

Alternative i) “removing and stocking the gemerators and pumps” was
recommended to Soum government by the Study Team in the beginning of
discussion, based on the understanding that the wells were not used and many of
installed generators were broken; ' '

¢) Intention of Soum Governments and Countermeasures

Due to drought conditions in 2005 in Dornogobi, Soum governments did not want
to remove and stock the pu'mps and generators. They requested to keep the wells in
usable condition, because they did not want to waste opportunities to use
equipment efflcxently ' ) '

In conclusmn not to remove the eqmpment of both wells and having the
opportunity of: usmg the pasture around those wells was decided. The policy was
set that Soum governments will ‘maintain those wells, set a utlhzatlon fee, and

collect it to finance maintenance.

5) Soum Well Fund

)

Payment to Soum Well Fund

All herders groups except Tataalin Gol i Khuvsgul Soum where well users group is: .
not yet formad ‘have begun payment to \Soum Well Fund. Burdene well in Frdene-
Soum had been initially studied about joint operation by both the herders group and
Soum, and only Soum carried out payment '

" Erdene Soum, which is actwely stlmulatmg payment to the groups, is in . better

payment condition. Even the groups that have not yet carried out second payment
expressed their wﬂhngness to pay through the evaluation workshop

Table 4.6.7 Payment to Soum Well Fund (unit; Tg) Status of November 2005

Erdene .. Ulwanbadrakh - : Khuvsgul
Ulzit (Burdene) 210,000 (Soum) | Uvgon Mod 100,000 | Yast ' 230,000
Teant 150,000 Tuliin Buuts |7 100,000 | Khyars 100,000
Bukhel-2 ‘ 420,000 Hooloi Hond |~ 150,000 Taliin Tsagaar 150,000
Durvalj 380,000 Khukh Am 250,000 Taiir Dov 390,000
Butiin Hooloi 510,000 Shuvuun 600,000 Tataalin Gol . -
Zuun Khur 450,000 Tsaidam 160,000 - : -
Total: 2,120,000 Total: 1,360,000 Total: 870,000



i) Operation of Soun Well Fund

Amount of money received to Soum Well Fund was Tg 2,249,500 in Erdene,
Tg1,360,000 in Ulaanbadrakh, and Tg 1,000,290 in Khuvsgul. This amount also
includes charge of equipment used in the Traditional Well campaign project.

The number of loans financed by Sowm Well Fund was 1 in Ulaanbadrakh and 1 in

Khuvsgul,
Table 4,68 Condition of Money Received and Loans in Each Soum
Erdene Ulaanbadrakh Khuvsgul
Item Money Money Money
Received Loan Received Loan Received Loan
Repayment from Well | 5 150 g9 - | 1360000 . 870,000 .
o | Usets Group :
E | Lease of Pump 82,760 (6 times) - - - - -
2 | Lease of Tractor
a Repairing Cost of 40,000 {1time) - - - (é?i,gﬁa(;) .
Eguipment
5 Procurement of Pump - - - _500,000 “ -
g | %ﬁiuremem of Water ) X i } i 200,000
Total 2,242,760 0 1,360,000 | 500,000 1,000,290 200,000

iii) Establishment of Herders Well Fund

Out of 15 herder groups operating wells (excluded the completely unused two wells of
Ulzit(Burdene) in Erdene and Tataalin Gol in Khuvsgul from the 17 wells), 7 groups
opened bank accounts and deposited money. In addition, 4 groups are collecting
money and setting up their fund, although bank account is not yet opened. More than
two-thirds of the groups have started to deposit money. The Study team induced the
groups that collected money to open bank accounts during the Workshop.

The groups that have never been collecting money for Herders Well Fund are not
using the wells or not forming a users group itself.

" iv) - Operation and Maintenance of Equipment

"9 generator or pumps were sent to Ulaanbaatar to repair as shown b'elo_w. In addition,

2 generators will be repaired at Soum by using parts sent from Ulaanbaatar.

Table 4.6.9 List of Generalors and Pumps chuested to Repair at Ulaanbaatar

MName of Well

Defect and Detail of Repair

Note

Tsant

Engine stops when kaaded (Adjustmcnt of
ignition)’ .

Free of charge

Durvulj

Hiatus of pump ﬂlter

.Free of charge

Buiin Hoolot

Control box was broken by someone

Free of charge

Taliin Buuts

Stop moving due to remadeling of piston rod

Tg 75,000

sent it to Uaanbaatar and repaired it.

Teaidam Interfusion of screw into generation coil. (initial | Free of charge
' . defect)
Yast. Remodeling of = air f lter Breakdown by . Tg 115,000
infiltrition of sand inside of engine.
Yast | Nat operational after emitting black smoke Under repair
Kyars Abrasion of piston ring, Plan to change Under repair
Buhel-2 No operational Unknown because herders themselves




Table 4.6.10 = Repair in Soum

Name of Well Defect and Delail of Repair _ Note
Uvgun Mod Not operational after emitting black smoke (Exchange of worn parts | Tg 38,000
of engine) '
Shuviun Not operational after emitting black smoke (Incorporation of Free of charge
extraneous material into generation part) Planned to attach used part. |

In addition, although there was no problem in operation of generators, there were lots
of breakage of starters. In asking its cause to the maker, the answer was the following:
if user doesn’t operate it properly when stating the engine, forceful pressure affects
starter, and consequently it is liable to breakdowa.

In addition to these smalil breakdowns, there is also problem that diesel engine does
not easily start especially in the winter, so many herder groups complained that quality
of the generator is no good. For this complaint, the Team offered guidance in the

following matters.

» To operate according to directions written in the manual when starting the engine
> To use proper winter dedicated fuel and oil for a diesel engine.

Since it is necessary to build operation and maintenance system in Soum to cope with
breakdown of the equipment, it was studied and based on the study, trammg on
enhancing ability fo treat generator was implemented. ' '

6) Revision of Well Maintenance System

In the pro]ect up to now, a lot of rnachmes became out of order. One of the reasons is
shortage of engineer near the herders, who.consults about the disorder of well. equipment
and responds to repairs quickly. In the information exchange meeting in 2004 and -
workshop in 2005, headers’ requested that Soum government stock spare parts and train an
engmeer who to be in charge of mamtenance work such as overhaul check or repair.

However, the number of equlpments was small and the suppher Wouldn t agree to build
the maintenance system voluntary as part of their services: Thus, the project prov1ded
tramlng to educate an engineer in charge of maintenance management in Soum S

It was decided that the tralmng would be carried out wrth nominated persons from each
Soum who had technical attainment. However, it was expected that the Soum’s engineers
~ will need some. professmnal assistance when they face a problem they cannot deal with. .
Then, through the discussion with Aimag- government and Dornogobi Well Construction
"Company, the company agreed to support them, and ‘it was decrded that mamtenance
.management will be done according to the foltowmg system,

- Three days training seminar would be carried out to educate an engineer in each Soum
in charge of well equlp_ment (generator) management, Aimag government would bear
its cost. ' .

- The experienced engineer in Dornogobi Well Constroction Company would give

support to Soum’s engineer.



- Spare parts would be stocked in Soum government office financed by the Soum Well
Fund, Trained Soum engineer or Soum government would manage these spare parts,

4,6.2 LIVESTOCK FUND PROJECT
(1) Objectiires and Basic Policy of the Project

The basis of subsistence in the Soum is sound livestock farming. It is necessary for sound
livestock farming to keep a fixed number of livestock. The herders increase the number of
livestack for consuming some of it; however, if they drastically reduce the number of
livestock for some reasons, the amount of consumption exceeds the production, Then, they
cannot increase the number of livestock easily and fall into "negative cycle". If they fall into
this condition once, it is very difficult to work out from there. Livestock Fund Project aims
to offer the herders in this condition, the chance of being independent, Reduction of the poor
herders can be expected through changing the negative cycle into the positive cycle of
livestock farming, '

The project also aims to increase as many high quality livestock as possible within the Soum.
Therefore, it should be considered that as many high quality livestock as possible are
introduced and their offspring are expanded within the Soum.

The project was proposed by the Erdene Soum government and wouid also be independently
managed by it. As the startup funds are limited, misstep at the initial stage will be a fatal for
the futare of project. Therefore, it is very important to succeed at the initial stage to be able

“to expand it in the future, This is the first experience for Erdene Soum government; therefore,
itis imporfant to move forward carefully and gradually accumulate experience,

Some herders lost a lot of livestock by Dzud in Erdene Soum and some lost all of their

livestock. Although the project aims to support such herders, severe selection criteria should

- be set for screening herdlers to receive loans, Also, the support system should be involved in

- the project implementation system because the success of the project largely depeﬁds on the
qualifications of the herders. o . o

(2) Structure of the Project Implementation

Livestock. Fund Project is to improve the livestock condition of as many herder families as
possible by recycling the funds for a fixed number of livestock to the herders, and then
re-using the repaid funds for livestock to the next herders;. thus, it is necessary for the project ~
to have obtain enough funds at least for the second year, to keep continuity of the project.

The project is designed to start by financing 600 heads. (100 he.ads2 to 6 herder families).

, .
" It is difficult to secure the number of livestock to be loaned in continuing years when total number of livestock is
less than about 600,

2 .
Tt is also an idea that the number of loaned livestock is assumed to be several dozen, However, the loaned livestock
was decided as 100 heads, based on examination of livestock growth plan considering self-consumption and also
confirmation that smali-scale herders can repay all debt within 5 years if loaned 100 livestock,
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‘The Erdene Soum government will set up “Operation Manual of Livestock Fund” and
operate it. The structure is explained below.

Structure of Livestock Fund |

Selection Criteria of Herders to
be financed;

* Has been herder for several
years.

+ Owns his/her winter/ spring
camp shelter and the well

+ Has more than two labor force

* Has no outstanding loans

* Has a strong sense of
responsibility

Herder'sLoan | | Necessity of Guarantor and |
Applicatien | “Supporting Group |
X
Bag governors’
opinions

Livestock Fund
Opcrauon Manual

Soum Committee
Decision

Contract of Livestock -
Fund

Procuremént of
Loaned Livestock

+ Livestock Insurance
* Fodder for Wintering

Money Loan J/

First Year: 6 Loaned herder fa_ri;i]ics, 600 Loaned Heads || e | Refund of ‘about 680

I
|
_ _ | -heads in 5 ycars E
Herder A || Hcrdér B Herder c Herder D - HerderE - | ~ Herder F
e o e o "t m o 1 .; R .

Second Year’s Finance . '~ Refund S
[}
. : !

Herder G | | Actual: 2 herders | S Refund(About‘ZZO) |

1

Finance Cohdition:_ .
* Loan Limit: 100 Heads
* Annual Interest Rate: 3%
_. (in kind ar cash)
* Return of Same number of

Females . -I'_ Niaa . | L ¥
« Two Year Rotation of - i _Ifgf_lm‘f R 1 )
Loaned Breed Male Sheep - c Forth Year’s Finance |
* Refund within 2 to 5 years -

y

[ Third Year’s Finance H

|7Hcrdcr H- J' Herder 1 |

- Herder ] J r Herder K




Objectives of Fund Use:
- Loan of Livestock
- Loan of high quality livestock

Responsibility of Soum Government:
- To setup fund operation conditions
- To select the supporting herders groups for loaned herders
- To procure and distribute the loaned livestock to the herders
-~ To evaluate and control the refunded livestock in kind
- 'To periodically advise the loaned herders and give technical advice
- To monitor the refund process

Money for Livestock Fund Foundation:
JICA will pay the money necessary for starting the project, including finance for six
herders who are selecied as suitable candidates for loans by the Livestock Fund by the
Erdene Soum, which will be the foundation fund.

Interest of Livestock Fund Operation and Refund Method:
Livestock Fund will be operated with annual interest of 3%. It is a principle to refund
livestock equivalent to the loaned livestock. However, when the borrower has no such
kind of livestock, he/she can refund by money equivalent of the estimated value subject
to approval of the fund executor.

Selection of Borrowing Herdérs:
- Borrowing herders have to satisfy the criteria of the Livestock Fund.
- Borrowing herders have to be recommended by the Bag governor and approved the
Soum governor,
- Borrowing herders have to have a guarantor who wﬂl assume all the
responmb:htles '

-Kmd and Number of Loaned Livestock:

The number of loaned livestock is limited to maxinmum 100 heads regardless of kind of

* livestock. The herder who wants a loan requests the Bag governor, and states the reason

and number of each kind of livestock that the herder wants and the number of livestock

owned already, The Bag governor checks the request contents and then forwards it to
the Soum governaor, o '

Lwestock Refund Plan: :
- Loaned herders have to make a refund plan including consumption, sales amount, and
refund per year for each kind of livestock, and get approval of the fund executor, In- _
addition, livestock breeding is calculated on the following basis; wintering ratio of small
animals is assumed to at be 90%, and impregnating ratio is assumed to be 90% of Sheep
and at 85% of goats. Also, the loaned breed male sheep shail be refunded two years
later, -



Livestock Refund Period:
Refund period of the loaned livestock shall be within 2 to 5 years.

Extension of Livestock Refund Period:
When the scheduled refund will become impossible due to natural dlsaster along the
way, the herder shall review the refund plan subject to approval of the Soum governor.

Review of Livestock Fund Operation Manual:
If a change is requested in the fund operation manual, it can be made after due
consultation among the Soum governor, the official in charge of food and agriculture,

and the accountant.

Loan of Wintering Fodder Purchase:
The Soum government will loan the money necessary to purchase wintering fodder.

Buying Livestock Insurance:
The herders have to buy the livestock insurance to minimize the damage in case the
loaned livestock will die in large quantity.

'(3) Content of Proj ect

1) Selection of Loaned H_'er’de'rs and Actual Condition of Herders

Change in the number of livestock after 1999 owﬁed by the first six loan candidates in-
Livestock Fund Project is shown in Table 4,611, _ B '
Table 4,6.11 Changc of Number. of Lwestock of Loan Candldates :

Herders Years Herders _ Years -
' 171999 | 2000 | 2001 | 2002 2003 =ERE1 1900 | 2000 | 2001 | 2002 | 2003
A 1401 31| 62| . 0] 32 D 206] 164|140 78| - 82
B | 163] 133] 122 90| 66 E - 54 41] 61| 48 - 57
C 143[° 113 '67 : '22 36l F _406] 276 295 86 73

For herders A and C, they owned around 140 ammals in 1999 however, in 2002, herder
A lost all livestock, and herder C was reduced to 22 animals. Since then, they have
increased their hvestock with support from relatives. The livestock of herder E has been
hovering at the lower level since 1999, Herders B, D and F were breeding a lot of
livestock around the year 1999; however, they rapldly lost their livestock since the Dzud,
and. they are now extremely strugghng with a smaller number of livestock. The Erdene
. Soum government perceives that the herders who need the livestock fund project total
' about 40-families (about 10% of all the families) in the whole Soum.

2) Livestock Compdsition and Breeding Plan
[Livestock Comp031t10n] B

The number of loaned hvestock was limited to maximum 100 heads. Based on the
number of present livestock owned by the herders, a variéty of livestock, which they did
‘not have enough, was financed. In addition, from the viewpoint of spreading a superior ‘



livestock within the Sowm, the plan was to intfoduce 12 fine breed male sheep -
(distribution of two heads for each family) and about 20% of the quality female sheep
from Stukhibaatar Aimag.

The number of livestock owned by the herders at beginning of the project and financed by
the project are shown in Table 4.6.12 (present portion between male and female is

estimation).

Table 4.6.12 Present Number of Livestock and Financed One by Herders

Before Sheep Goal Caltle Horse Camel Totai Total
Herder{ fAfter | B 4|3 e 7| 3 5 | with
jLoan E | ? e JJE; ¥ -] | ® g Oa ? g ¥ 2 E o # 2 |Babies
Before] | 4] 8] 12 § 10 18] o | | 2 71 T ) I I
Herder| Loan | 3| 8] 42| 52 1| 6] 37| 44 0] 3| 3 0 i|_1) 3 1483 100
A | Babies 26 17 [ |46
Total | 2| 1] 50! 64| 1] 14] 4762 o 3| 1 2| o[ z[ o] 1| 1 281101} 133] 178
Before |8l 13 17 10{ 197 29{ 2[ 2] 4| 51 & 13 1| 24 3 231 43 66
Herder| Loan | 2] 6| 32] 40( 1 9] 45] 55| 0} 4] 4 0 o1 3] 16| 82 100
B |Babies| 5 8y 4 ' A7
Toal | 2| 11 44] 57 1j 19] 64] 84| 2f 6] 8 5 & 13| 1| 3l 4 380125) 166 213
Before 1T 1) 34 16) 30) 467 ¥y 3j %A 3 & 1t 9 4 377 54 !
Herder] Loan | 2{ 6| 32| 400 1] 9| 45 b5 4] 4 0 I} 1] 3] 15] 82| 100
C |Babiesj |+ D ' 10 3 13
Total | 2] 23] 49 74] 1] 25] w0t} ([ 5] 6] 2f 3| Bl 1] 4| 5 G2[1361 191! 204
Before 8| 17] 250 [ 10[ 211 31| 5/ 5} 10| 4] 41 8 4] 4] 3 31 611 83 -
Herder| Loan |_2| 5| 48] 50| 1| 4] 45750 o 19 R
D |Babies| | 38 32 ' . ‘ L a 70
Taotal | 2} 18} 604 76( 1| 14f 66! 811 &0 51 101 4F 4f 8 41 4] 8 401139} 182 257
Before 10] 207 30 [ 7| 18| 28] 1) Iy B[ o 8| @3] 2] 3[ &{ | 2b] 6O) 76
Herder| Loan | %1 ) 48] 65 1} 41 350 400 | &) & O-wF 31 4y 88f 100
E - | Babies i 17 s (] - ' 39
- Total | 4] 15) 68} 89) 1) 11)-B3365) 1) &) T 5] 8 i3 2 & 341138)  176) - 214
Before 2 L 6] | 171 26) 43[ 2] 2 4 21 2] 4 0 23 34 87 '
Herder| Loan | 2] 8] 32} 42| 1| 8] 44§ 53 8] & 0 ' 3| 16] 81 100
F: |Babies 23 1 - 15 .5 -1 RE : 43
| Total | - 2| 10] 36] 48] 1] 25] 70f vef 2| v 9 2 2l 4] o o] o 39(115) 167 200
Before| 0| 46| 78(124| 0| 68]i24[r02| 11| 11| 22| 20| 25 45 8| 12| 20| 0[153(250] 403
Loan [ 12| 38|229|279} 61 40]261297) O] 217 211" O] 0Of O/~ 0; 3 3| 18] 78|504) 600

Total )y hies| ™ 109 | ) 758

Total | 12| 84{307}403 6[108[37a]489( 11] 32| 40[ 20] 25[ 46{ §[ 1a[ 23] o[231|754] 1003] 1261

Source: Trdens Soum, Study Team

All of the herders were loaned 100 heads which was the maximum, totally 600 h_eadé. The
herders who owned horses were selected, and therefore, the loaned livestock did not
include horses. The loan composition is: 279 sheep, 297 goats, 21 cattle, and 3 camels.

'Loan with Bables: - ' S o
Actually loan with bables was done, so totally 258 bables were included. -

[Refund Plan and Number of Yearly Refunded Livestock)

The refund plan is shown in Table 4.6.13. Especially for the herder who has small
number of livestock, it is very urgent to increase their number at the early stage because '
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refund is required in 5 years to complete; For the herders who have more than a minimum
number of livestock, it is possible to refund within 3 years.

Table 4.6.13  Yearly Number of Refunded Livestock
Year | Herder A | Herder B | Herder C | Herder D | HerderE | HerderF Total

2003 12 13 36 13| = 18 26 118
2006 17 18 34 18 27 36 150
2007 26 47 - 27 25 32 37 194
2008 27 24 : 26 33 110
2009 32 34 33 | 99
Total 115 115 107 115 671

Since the interest rate is 3% per year, 671 livestock in total shall be refunded against the
600 financed livestock. As for large animals, it is difficult.to adjust the interest in short
period, and thercfore a part of the loan might be paid in cash. The refunded livestock
number in the first year shall be 118 livestock, and then these livestock shall be loaned to

the next herder,

Refunded livestock number in the first year: .
For the 118 heads to be refunded in the: fIrst year, actually 133 heads were refunded,

3) Setting of Livestock Procurement S1tes and Its Price

As for 12 fine breed male sheep (two heads for each herder), 6 fme breed male goats (one :
head for each herder) and the superior livestock (20% of procuring sheep and goats-in
total) which were requested by Erdene Soum government, the plan is to procure them )
from Sukhbaatar Aimag. ' ' . -

When the superior hvestock is procured in the other Azmags it requires confirmation of
the superior llvestock certification, veterinary checkup, and vaccination, The . vetcrmary
checkup is again necessary whcn it comes back to Erdene Soum. In addition, it will take a -
lot of time to procure the livestock. because of_ the long distance. Thereforc,'
accompanying by the herder who will take care of the livestock is necessary during

transporting,

As for the other livestock, the Soum government plans to procure gocd ones as cheap as
possible within. the Soum by w1dely announcing the procurement of Hvestock to the
herders. In such way, many. of livestock will be procured and might shift from those who
have many livestotk to those who have few livestock within the Sowm. This will be a
rechstnbutmn of the livestock within the Soum. - '

As shown in Table 4 6. 14 there was no s1gn1flcant dlfference between the planned cost

and the actual one required for the procurement.



Table 4.6.14 Livestock Procurement Cost

| Quan ].’lanncd Cost lAclual Cost Note
liem Unit lity C(g&f]t‘g) Cost {Tg) Colitt?;’ 5 Cost (1g) {Procured Places)
Procurement of
i Qualified Livestock 3,208,800 2,824,360
1 Transporfation Cost [ L.S. 1 780,000 694,560
2 | Fine Breed male Sheep | Head 12 45,000 540,000 42,083 505,000 | Sukhbaatqr Aimag
3 | Fine Breed male Goat | Head 6 35,000 210,000 31,667 190,000 | Sukhbaatar Aimag
“__'_'4 Qualificd Sheep | Head 24 33,000 792,000 30,000 720,000 | Sukhbaatar Aimag
5 Qualified Goat | Head | 30| 28,000 | 840,000 | 22267 | 668,000 | Homernpastof
6 Vaccination | Head 72 150 10,800 10,800
7] Check by Veterinary | 1.5, 72 500 36,000 ' 36,000
II | Procurement of Livestock 19,415,000 18,226,040
1 Sheep (male) | Head 38 40,000 1,520,000 31,737 1,206,000 | Erdeen Soum
2 Sheep (female) | Head | 205 30,000 6,150,000 26,663 | 5,466,000 | Erdeen Soum
3 Goal {male) | Head 40 35,000 1,400,000 33,200 1,328,000 | Erdeen Soum
4 Goat (female) | Head 221 25,000 | . 5,525,000 22,647 5,005,000 | Erdeen Soum
‘ Erdeen Soum (2
5 Cattle (female) | Head 21| 180,000 | 3,780,000 | 199,048 | 4,180,000 | heads fron:
Sukhbgatar Aimag)
6 Camel (female) | Head 3| 280,000 840,000 { 250,000 750,000 | Erdeen Soum
g Transporiation Cost | L.S. 1 200,000 291,040
TI1 | Livestock Insurance 106,781 [ 97,157
1V | Miscellancous 150,500
V| Total (It1+111+1V) 22,730,581 21,298,057

Procured Site of Superior livestock:

All the superior livestock couldn’t be procured In Sukhbaatar Aimag, $o superlor goats were procured at
the northem part of the Erdene Soum which has many. it is better to procure superlor livestock but
tower priority. Higher priority is to procure from close regions since a lot of difficulties are attended to
procure many livestock from a distance place.

Livestock Procurement Timing of the Project: :
The earlier procurement is desirable to get better livestock, if any are avallable and the loaned herders

~ also wanted to get early livestock and fully raise them during the summer under their responsibility, and

then make ready for wintering. However, it is impossible to procure livestock during bearing before
weaning because the fime when the baby livestock can be weaned from the fernale Is the end of
August; thus procurement timing is a difficult factor to determine by rule. Actually the procurement with
haby livastock wag done at tha end of July. S

4)  Number of Refunded Livestock and New Finaﬁce

Table 4.6. 15 shows the number of yearly refunded livestock and new loaned herders after
the commencement of the project. '

The number of livestock to be refunded in the first year after commencement of the
project will be 118 heads, which brings one or two newly loaned herders, But after the
second year, 2 to 3 herders can be financed every year. Accordingly, about 20 herders
including 6 herders in this project can be benefited over 6 years.
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Table 4.6.15 Number of Refunded Livestock and Newly Loaned Herders

Year Number of Yearly Refunds Number of Newly Number of
1st |- 2nd 3rd 4th 5th 6th . Refundable Newly Loaned
Livestock Herder

1 118 ‘ 118 1

2 150 23 173 2

3 194 29 34 - 257 3

4 110 38 43 50 241 -2

5 99 21 55 64 47 286 3

6 19 31 83 60 56 249 3

7 28 47 77 71

8 42 44 92

9 39 52

10 . 47
671 130 191 286 267 318 1324 14

(4) Record of Project
1) L1vestock Procurement and Dlstrlbutlon

To meet the hope of the loaned herders to. start the project as scon as possible, the
procurement was implemented. Thus time of the livestock distribution to the herders was
before the end of August when the baby livestock can be weaned from the female;
therefore, in most cases loans combined adults with the baby livestock, Hence, refund
with the baby livestock shall be also obhged '

As for procurement of fine breed hvestock it was ‘difficult to procure them at the same
place; therefore, the Soum government finally procured the fine goats at the two places in

the northern part of Erdene Soum since - the flne goats were once procured from - -

Sukhbaatar Aimag and bred there.

As for the other livestock, the Soum government procured them from about 30 large- -scale i
herders in the Erdene ‘Soum. Two methods. were. applied: one was- that herders who |
~ wanted to sell hvestock brought them and then the loaned herders selected the better
livestock among them, and the other was that the Soum’ committee and the loaned herders
visited the herders who had livestock to sell and selected them. - ' '

Since the livestock procured at Sukhbaatar Aimag was aIready vaccinated, it was sk1pped ‘
there, and the livestock were vaccinated again when they arrived at Erdene Soum. As for
 the livestock procured at the northern part of Erdene Soum, the vetermary visited there

and vaccinated them.

Livestock distribution of to the loaned herders was done under supervision of the Soum
governor, the agricultural officer, and the accountant. As for care of the livestock
procured at Sukhbaatar Aimag before distribution, the Soum govemment paid for and
entrusted it to two herders. One herder out of the two herders specializes in breeding male

sheep and goats by subcontract,
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2) Livestock Insurance

The loaned herders insured their livestock. However, horse and camel were excluded
from the insurance because the horse was originally excluded from the loan and the
loaned camel totaled only three and they were rather strong. The insured livestock
includes the newly loaned livestock and the originally owned livestock (excluding horses

and camels).

Concerning the advance money of the insurance cost, each family promised to pay it after
selling the cashmere, at the meeting held between the Soum and the loaned herders on
January 26, 2005. Payment condition at the end of May is as following: four out of six
families have already repaid the insurance cost, and two not yet.

Number of Insured Livestock: 430 sheep, 474 goats, 33 cattle; 937 in all
Insurance Gost: Ty 62,058 (Unit Insurance Cost: Sheep Tg 90, Goat Tg 76.5, Catlle Tg 675)

3} Procured Forage

Generally herders families are suffering from shortage of resources to procure necessary
forage, because their cash usually vanishes before early spring. Because of this and as one
of the methods for wintering in 2004 to 2005, the Soum interviewed the loaned herders -
the necessary'fbrage and procured concentrate feed from the Aimag Center and hay from

 the military forces in the Erdene Soum, and then distributed it to the borrowmg herders.
They intend to repay the loan after sellmg cashmere in spring,

Condition of the procurement of stockpiled forage and the repayment of the temporary
loan (qt the end of May, 2005} are as follows:

Table 4.6.16  Quantity of Procured Fotage, Detail of Temporary Loan and its Repayment

Name of Kind of Forage . Procured | UnitPrice | Amount | Temporary |. Repaid Amount
Herder o g Quantity (Tg) {Ta).. Loan (Tg) (in May)
Herder A | Coneentrate Feed 5 7,000 35,000 ) '
) Hay . 10 1,200 13,000 48,000 - 48,000
" Concentrate Feed 2 7,000 14,000
Herder B Hay 10 ~ 1,300 13,000 -
' Bran 5 3,500 17,500 44,500
Herder ¢ Concenirate Feed 5 7,000 35,000 '
Hay 20 1,300 . 26,000 61,000 61,000
: Conceniraie Feed 3 7,000 21,000 I
.~ Hay 25 1,300 . 32,500 © 53,500 53,500
Herdar D " Bran 5 2,500 12,500 | PP :
Hay 10 1,000 10,000 PP*
Her dér B Concentrate Feed 3 __ 7,000 21,000 _
o : Hay ’ 20 1,300 26,000 47,000
Herder .F - |  Concentrate Feed 3 7,000 21,000
Hay 10 1,300 - 13,000 34,000 |- 34,000
Total Concentrate Feed 21 147,000 :
{Targeted Hay 95 123,500 288,000 196,500
Feed) Bran 5 17,500

Note: *PP - Personal Purchase




Concerning to the repayment, four out of the six families have repaid and the other two
families have not yet repaid. The unpaid herders promised at the meeting with the Soum
that they would repay it by the end of June, and if not, they would pay a monthly interest
of 3%.

Repayment:
One family repaid it at July in 2005 and the last family repaid it In October, so all was repaid in full,

4) Wintering Rate and Fertility Rate

Various indicators on wintering of the loaned herders are shown Table 4.6.17.

Table 4.6 17 Wintering Rate and Fertility Rate

Number of | Number of died | Winler Number of Birth Estimated Fertility
livestock at Livestock -ing umber of BIrths Rate (%)
Name the end of ' Rate a O
o L ' £ u - o ] ) =
year 2004 2l a|E (%) gl &1 8 & 5 2 s
Herder A 165 3 i 982] 77| 38] 36 3] - | 760| 766
Herder B 203 0| - - 100.0| 119 49] 67 2 1 1114| 1047
Herder C 190 4 2 979|114 40| © 70 3 1| 816 93.3
Herder D 236 0| - - | _1000f 11| 47| 57 6| 1| 783 86.4
Herder F 177 1l - 99.4| 88| 40| 43 4y 1 80.0 81,1
Herder F 190 3l 1 984 74| 30| 40 4l - 833 57.1
Total 1161] 11 4| 99.1] 583 244| 313] 22 41 856] 835
(Source: Study Team) ' : ' '
{Wintering Rate]

In spite of rather worse pasture conditions in 2004 to 2005, herders recorded extremely
hlgher wintering rate. Two herders had no hvestock dle In add1t1on the wmtermg rate of

the whole Soum was good.

[Number of Birth and Fertﬂlty Rate]

The total number of the leaned 11vestock was 869 wh1ch mcluded 600 adults and 269
. babies. Correspondmgly, the number of births was 583, which was almost equivalent tc .
the number’ of the loaned livestock. The breakdown of sheep and goats are as follows: '

Cempared to the estimated_ number of births of 249 for sheep and for 287 goats, actual
resulfs were 244 sheep aud 313 goats. Consequently, the average fertility rates were
79.5% for sheep and 83. 5% for goats, The results of the births approx1mately achieved
the estimated figures. }-Iowever 1t was due to the hlgber wmtermg rate. '

5) Number of Consumed Livestock and Sold leestock

Number of con_sumed livestock and sold livestock are as follows:



Table 4.6.18 Number of Consumed Livestock and Sold Livestock

Name Number of Consumed Livestock Number of Sold Livestock
Toial Sheep | Total Sheep Total Sheep Total Sheep Total
Herder A 5 1 3 1 - 4 2 2 -
Herder B 6 1 4 1 - 4 2 2 -
Herder C 20 10 10 - - 5 - 5 -
Herder D 14 3 10 1 - 2 ~ - 2
Herder E 14 5 7 1 1 27 23 4 -
Herder F 7 2 4 1 - 3 - 3 -
Tolal 66 22 38 5 1 45 27 16 2

(Source: Study Team)

[ Number of Consumed Livestock]

According to interviews with the herders, one family reduced its consumption to mest

repayment, and the consumption of other families was as usual. Single digit consumption

of the three families was assumed, but the remaining three families one was much larger.

Although two of them have large households with grown men, they should carefully

watch consumption, because decrease of livestock in the first year might negatively
| impact the livestock growth plan for the succeeding years.

{Number of Sold Livestock]

Except for one family, families generally sold their livestock conservatively. However,
this one family was distinguished in not only consumption but also sales, Although the
reason for their behavior was based on school expense of their children who lived at the
‘Soum center, large amount of sales should be careful watched because it can negatively

impact the livestock growth plan in succeeding years.

6) Estimated Income

- Based on the interviews, income of the loaned families was estimated as follows:

Tﬁble 4.6,19 Estfmated Income of Herders Families -

) Herder A- | Herdet B | Herder C .| *Herder D Herder B Herder F |
Cashmere Sale (pieces) 25 30 40 | 30 - 3 30
} _ Unit Price (Tg/kg) 25,000 27,000 29,000 25,000 25,000 25,000 [
28,000 31,000 28,000 -
Tolal (Tg) 625,000 §25,000 | 1,200,000 795,000 575,000 750,000

Sheep (Living) Qly / Price (Tg) 2/60,000 : -~ 23/690,000 | .
Goat (Living) Qly / Price (Tg) 2/50,000 2/75,000 | 5/167,500 . 4/60,000 | ~3/50,100
Catile (Living) Qty / Price (Tg) 2/140,000 :
Hide (Sheep) Qly / Price (Tp) TR000 | /14,000 | 10/90,000 | 3/18,600 525,000 | 2/10,000
Hide {Goat) Qty / Price (Tg) 3/30,000 3/30,000 | 10/70,000 { 10/75,000 770,000 | - 4/52,000
Hide (Cattle) Qty / Price (Tg) : 1/3,000
Others (Milk of Camel) . Sanitarium Project 105,000

: Total 947,000 | 773,000 ] 1,028,000 | 1,527,500 | 967,100 | 1,420,000

Cashmere contributes the largest part of the income. Herders sold 23 to 40 kg of.
cashmere. Its price -depe.nds on selling time; the highest price is usually in March,
Thereafter, it declines gr'aduaﬂy. Although the herders desire to sell cashmere as soon as
-possible, they usually sell in April or May since they fear the death of livestock from cold
after being sheared. Among the six families, Tg 31,000 per kg was recorded as the



highest selling price at the end of March. However, all loaned herders obtained
considerable cash in comparison to the previous year's income,

7) General Overview in First Year
[Role of Guarantor and Soum Government Office]

Although the guarantor has a big role in the Livestock Fund Project, the actual
performance of the guarantor is different. No herders received any physical support from
the guarantor, Some herders never met the guarantor after financing, just because there
was no need for the guarantor support. Some herders are getting support of laborers such .
as watering and tending livestock in the daily grazing work, and shearing cashmere.
However, some guarantors frequently visit and check on the herders. |

On the other hand, the Soum government office sensitively. follows up with the herders by
usmg chances such as guarterly visit, monthly patrol by Bag Governor, and follow up of
" the Livestock Fund project.

[ Distribution of Livestock]

Distribution of Livestock is important for the loaned herder, In the Pfoject, a complaint,
that condition of loaned livestock was poor,'happened after distribution, even though the
livestock were selected by herder himself with relative persons. Soum government aimed
to solve this problem by havihg the loaned 'herde"r' talk difecﬂy with seliing 1ivestock
herder. Based on this lesson, 1t is required to’ Soum government give enough explanatxon
to loaned herders during llvestock d13tr1but1on ' o ' S

(Herder’s Appralsal of Project].

Smce the herders obtamed much more l1vestock and cash comparcd to the prewous year

| they highly appremated the PrOJect They expressed thezr strong will to carry out their

- responsibility of repayment, with confldence acqulred through the actual achievement
that they could really increase l1vest0ck ' ' '

" Om: the other hand, the herdens kept spending corresponding to the income, and they have

1o habit te. save m@n‘éy Tittle: by little, andi so they repeat their penniless situation where

they need: money, and! therefore request for the: continuation of the system of providing
~loans {c the Herclers" fon the procurgment of forage.

tSoum s Appraisal of L1vestock Fund Project]

The Soum Governor promotes the policy to enhance “poverty reduction” and
.“1mprovement of quality of livestock” in the activity plan, and is aware that the project
fits well to these policies. Also, the Governor recognizes that the project laid the

groundwork for continuousty addressing these tasks.



For the Soum staff, they could build up their experience with financing operations
through the project; they might utilize this experience in future Soum activities.

In addition, the project has changed the loaned herder’s mentality, and increased their
responsibility, which has an impact on other herders too.

8) Condition of Second Year Livestock Fund
[Repayment of Livestock]

The number of repaid livestock was 133 heads compared to 118 estimated. This happened
because all herders repaid the planned number but one herder refunded 40 heads over the
planned number of 26 heads. The reasons of early refund are that he wanted to returned as
large a number as possible because: confidence in livestock growth plan because
livestock increased rapidly, and fear of a cold winter in 2005,

{Selection of Loaned Herders)

On the premise that 118 heads would be refunded, the Soum had planned to loan these
livestock to two herders. In reference to opinion of the residents of each Bag, each Bag
selected two herders;, thus, in total 8 herders were nominated as candidates of the project.
Then each Bag Governor narrowed the selection to one herder, in total four herders,
Finally the livestock fund committee selected two herders as candidates of the second
-year livestock fund project. Considering the inadequacy of the first year’s result, first
priority in the selection was herder responsibility. o

Number of livestock of the two candidates is shown below. Due to the Dzud in 2000 and
2001, they lost lots of livestock; however they have gradually increased their livestock

“afterwards. - _
Table 4,6.20 Change of Number of Livestock of New Candidates
2000 2001 2002 2003 2004
Herder G 389 248 60 79 .87
Herder H 75 98 26 ~ 34 50
[Namber of Loaned Livestock]
The returned livestock of 133 heads were distributed as follows:
Table 4.6.21 Number of Livestock before and after Loan__ """ o
Herder Herder G .  HerderH
- . T Bt — il
Kind of Livestock | Ifof:;e . Loan Total BL"‘;‘;;“ Loan | - ‘Total
Sheep 18 25(6) 43 3 37(25) 40
Goat a2 28(8) 70 20 41(22) 61,
Cattle 3 A7) 5 6 0(0) 6
Horse 20 0(0) 20 20 0(0) 20
Camel 4 0(0) 4 1 0(0) 1
Total 87 55(16) 142 50 78(47) - 128

{ ):shows number of the baby livestock




Number of livestock loaned for herder G was 55 heads '(7 1 heads including babies) and it
is rather small than 100 heads in first year, He mentioned that he has a confidence to
increase enough livestock with the loaned livestock, but on the other hand, since
condition of the pasture was worse in 2005, even if he got damage of the Dzud, he wanted
as small a number as possible. '

[Condition of Loaned Livestock]

The new candidate and the Soum person in charge of the project visited the first loaned
herder’s Ger and the new candidate looked for desirable livestock from among the herd
prepared by the latter and marked the livestock. Then he revisited to receive the livestock
afterwards, In general the loaned livestock has been growing well as of November 2005.

4.6.3 DAIRY PRODUCTS SALE PROJECT
- (1) Objectives and Basic Policy of the Project

The Burdene sanatorium (heremafter referred to as the Sanatorium) operated by the Erdene
Soum provides treatment for kidney disease and arthritis based on Mongohan tradltlonal
medicine. At first, the patients sweat in theé sand dune warmed by the solar heat in summer.
Next, they drink Batsargaa, processed fermented milk of the camel that contains high
nourishment in order to make up for lost water. These two processes are effectively
combined for the treatment. ‘Because patlents come from cities such as Ulaanbaatar,
Sainshand and other Aimags i in summet, the demand for the fermented milk increases in the

period. The Soum purchase fermented mllk from nelghbonng herders

For herders hvmg around Burdene, sellmg da1ry products to the sanatorium has been an
important way to earn money. In this context, the .improvement of the sanatprium will

expand the opportunities to sell dairy: products, _and will lead to actlvate the region, and

contribute to 1mprovement of herders living standard. Also, the sanatorium will be beneflted
" to expand its service activities through purchasing dalry products stably from gathered many

“herders. Mutual prosperities of herders and the sanatonum are the ultimate goal of this =

project.

Basic policies of this project are as follows:

1. To collect milk in traditional seasonal pasture utilization. Not to-construct an intensive
dairy farm as in a developed country, but to construct semi-intensive farm system to
take advantage of nomadic pastoralism.

2. ‘To improve the position of the carnel which tends to decrease in Gobi region. To reform
a single-product market system of selhng cashmere owing to its high cash-earning
ability. To increase numbers of camel, which is suitably adapted to the Gobi
_ envxronment ' '

3. To estabhsh a product:on system of dairy products in a remote area. To correct the
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concentration of dairy products production to densely populated areas such as Soum
Center and Aimag Center, In Burdene sanatorium project, selling of dairy products is
planned in collaboration with Pasture Utilization and Well Development Project,
Therefore, it will be one of the important basic policies to use remote low-use pasture
within approximately 32 km from the Soum Center, and approximately 80 km from the
Aimag Center.

(2) Structure of the Project Implementation

The following figure shows structure of the project implementation, based on the basic
policy. Cooperation between the herders and the Sowm government is critical in
implementation of the project.

Structurs of Dalry Products Sale Project

Collaboration of herders’ group: Slrenlglhemng Burde'ns sanatorlumf: ”
»  lmprovement of water supply facilltiss
Stable supply of dalry products *  Installation of water purifier
*  Improvement of dormitory

+  Strengthening of public information
activity, etc,

Contribution to livestock farming locally:
Utilization of low used pasture .| Stable management of sanatorium:

Increase of camel Ensuring job security in Soum
Increase of herders income

&

Pilot Study
*

\ .
-nnf..'.-'-_-_.",."-h."""_'__.,.'.'.'-'Huu—-

Summary

Problem analysis
Direction In the future

{3) Content of Project _
1) | 'fargeted Dairy Products and their Quantity for Sale

*_ The main herders déiry product sold to sz'lrglatoriu}n'.is camel milk, which will be processed
to Botsargaa. In addition, goat & cow milk, dried cheese will be sold together. Quantity
for sale of camel milk in 2003 and 2004 is shown in the table below.

Table 4 6.22 Sale Résult of Milk in 2003 and Planned Sale in-’2004

= 2003 . 2004
Milk (Ifperson/day) 0.75 ' 1.5
Patient number in average 30 ' ' 40
Period of medical treatment (days) o 45 . 45~60
© [Total amount of milk (/) 1013, 3 2700~3600

The plan for consuinption of milk per person per day is to double its amount from 075
liters in 2003 to 1.5 liters in 2004, It is because the sanatorium started to reconsider its
supply amount of fermented milk (Botsargaa) for medical treatment of kidney disease,



which did not reached a sufficient level in 2003. According to Erdene Soum government,
they are planning to increase the offering fermented milk up to 3.0 liters per person per
day in the future. The sanatorium depends on weather conditions, especially temperature,
since they use warmed natural sand for medical treatment. Thus, there is a possibility that
the sanatorium will be open for from 45 days to 60 days at the maximum,

2) Plan of Production and Shipment System .

It was expected that the well newly constructed by JICA in autumn 2003 would create the
opportunity to use low used pasture for winter grazing, At the same time, multiple
functions were also expected such as establishing selling points for camel milk to the
sanatorium by herders and supplying water to kidney disease patients. Especially from the
view point of selling the milk, the distance between the sanatorium and the milk
producing-based wells has been reduced dramatically. For the sanatorium, it is a priority
issue to overcome the chronic deficiency of fermented milk, for medical treatment. The
supply amount of camel milk was expected to increase as a consequence of gathermg

herders around the newly constructed well.

But ‘according to the dlscussmns w1th herders, it was gradually clarified even though
distance between the sanatorium and the well became-shorter, it would attract few herders
to sell camel milk. Frankly speakmg, the sanatorium stlll remains as an unappealmg
dealer for many herders. It was supposed that the main reason for herders not to sell in a
more positive manner was the low purchase price of camel milk set up by the sanatorium,
In spite of few opportunities of selling camel milk in general, it was priced at Tg 700/L
relatively higher price compared w1th the dther livestock iitk. On-the other hand, the
purchasmg price of the sanatonum was set at Tg 450/ in 2003 and it was very low,

- Consequently, for obtaining the targeted amount of camel nuik 1t was essenual for the

~ sanatorium {0 consider to increase the milk purchasmg prlce to herders. Meanwhile, the
- sanatonum has set its service charge at a low level, Tg 2,500/person/day, and so has’ no
other choice but to cut down expenses. However, as shown above, the low price of -
fermented milk did not attract herders to sell to the sanatorium, Accordingly, sanatorium
had operational dilemma failing to get amount of fermented camel milk for the medical

treatment at the Greek calends

As a result of consuifation and investigation wrth Erdene Soum government to break
through “this vicious cucle, first of all, importance of the annual " repair or/and
remforcernent of the facilities was fully admrtted The basic pollcy of the sanatorium,
however, should highlight medlcal treatment as a fundamental characteristic and on
improving services such as 1ncreasmg amount” of camel processed fermeuted milk -

supplied to patrents The followmg issues were determined:

> To set an attractlve purchasmg pnce for herders S0 the sanatorium can obtain.
abundant amount of milk. This requires to raise the price from Tg 450/ to Tg 650/1. -
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> The sanatorium has good access to the railway station connecting with Sainshand
and Ulaanbaatar. Moreover, the sanatorium has a good location, i.e. natural sand
dune exists around the sanatorium, which is also a magnificent landscape. Thus, it
can be justified to increase the service charge from Tg 2,500 to Tg 3,500/ person/
day.

»  Erdene Soum government should put stress on advertising activities more in a
positive manner and to keep patients coming stably. At the same time, it is required to
give information to herders in advance about the number of reserved patients for the
sanatorium and demand for fermented milk.

3) Profitability of the Project

Presumption of balance sheet in the Burdene Sanatorium is shown below.

Income: Tg 6,031,200
* Sanatorium patients service fee  Tg 3,500 x 40 persons x 14 days x 3 course
=Tg 5,880,000
* Income from hides and skins Tg 2,500 x 14 days x 3 course = Tg 105,000
* Fee for natural conservation (Tg 150 (for a person) x 4 person + Tg 500 (for a
car)) x 14 days x 3 course = Tg 46,200
Expenditure; Tg 5,494,575 -
* Camel Milk: Tg 650/l x 60 I x 14 days x 3 course
= Tg 1,638,000
* Expenditure on food: _ Meat Tg 900,000 + Foods Tg 1,000,000 ‘
' ' ' o = Tg 1,900,000

¢ Labor cost: Water transportation: (Tg 25,000/course, Collecting caftle dung Tg
20,000/course, Salary for cook Tg 30,000/Course x
2 persons, Salary for conservation of natural

conservation: Tg :15,000/course) x 3 course T |

~ Slaughtering (Tg 1,500 x 14 days x 3 course) - :
o - : = Tg 423,000

. .Gasoline cost: o o _ ' Tg 210,000

* Cost for operation and maintenance of the well: 0 Tg62,715

* Cost for operation and maintenance of water purification =~ =+ I
machine and reserve fund for renewing machine: .~ ' Tg 260,800 -

* Improvement of facilities: Tg 1,000,000 (Cost for modifying kitchen, and

_ " purchasing dishes, curtain, pillow, sheet etc.)
_ Income : Ty 536,625 o o o
. 4) Matters and their Solutions of Establishing the Project Implementation System

" At the sanatorium, it is inevitable to be influenced by weather conditions due to
" utilization' of natural sand dune warmed by the sun for the medical treatment. But the

‘most important issue is to establish the project framework to gather patients and herders -
respectively around the sanatorium in an effective way. Thus it will be important to



advertise and give information to both patients and herders. Relevant to the sanatorium,
performance goals are needed to increase the number of patients from 30 to 40 persons in
the course this year and to raise service charge from Tg 2,500 to Tg 3,500, although it is
required to state the reason. Soum government made brochures to advertise the
sanatorium and distribute them to several organizations in Sainshand and Ulaanbaatar.
For increase of service charge, the following reason is explained to patients: to
substantially improve services in the sanatorium such as increase of fermented milk and
improvement of water quality through introducing a small water purification machine. On
the other hand, it is also essential to make frequent contact with herders to give current
information about the number of patients and the demand of fermented milk. Through
these hard-working efforts, it is important to build a relationship with herders who are
going to move to Burdene to sell dairy products.

(4) Result of Project

1) Preparatory Period of the Sanatorium before its Operation in 2004 (From October 2003
to June 2004)

i}  Installation of Production Well in Burdene (N ovember 2003)

In the past, herders used Burdene as winter camp due te its rich springs. However,
because of the recent decline of water source, it is not used in winter, In summer, only
a few herder families come to sell milk and dairy products to the Sanatorium. Even
though there is a Traditional Well near the Sanatorium, its water volume is low. The '
Production Well in Burdere was installed to improve the unstable and inconvenient
watering enviroriment-and to satisfy the tight water demand of the Sanatorium. The
Soum agreed to share 70% of the maintenance ‘cost for the well and Soum Well Fund'-‘_
" because the herder leader moved to another. place and the . remammg herders

economleally cannot afford it. _
11) Installatlon of Water Purlﬁer Machme (May and June of 2003)

The quahty of the water at the Productlon Well is worse than expected so the
experlmental introduction of the water purlfler machme was examined §ince it was
" concluded that the water is not suitable for drinking water for human beings. The
: Soum bullt a building for the machine and, a water purifier machine by reverse
osmosis membrane method was installed beside the Production Well inl the middle of
June before the Sanatorium opened on JJune 21, It was decided that the sanatorium

- pays its mamtenance cost
111) Improvement in Management

As a part of management improvement,.-it was requested to advertise for not only the
patients and also herders who provide milk and dairy products. The Soum promoted
this by using its network with other Sowms and hospitals and through the telephone



and leaflets. Especially, the Sanatorium explained the improvement of water supply by -

the Production Well and water purifier machine and the increase of fermented milk 3

supplied by more herders. In addition, from April, the agricultural officer announced
the increased price of fermented milk through Bag governors.

2)  Operation Period of the Sanatorium (June 21 to August 2 of 2004)

i

Fhe Number of the Patients

In summer in 2004, Sanatorium operated 43 days: June 21 to July 4 (First shift), July §
to July 8 (Second shift) and July 19 to August 2 (Third shift). The total number of the
patients increased 21 patients from 2003, and reached 141 (17.5% increased) patients,
as shown in the following table.

Table 4.6.23 Number of Patients of Burdene Sanatorium in each Shift

Shift 1 | Shift 2 | Shift 3| Total | Ave, Total pumber of |Average number qf staying
staying days days per patient
2003 52 43 25 120 | 400 1,360 days 113
2004 38 51 52 141 47.0 1,498 days 10.6

Moreover, the total staying days of patients increased by 10.1% and reached 1,498
days. However, the average staying days per a patient decreased slightly from 2003.

i) Herders

{Sales of Milk and Dairy Products]

In spite of Sowum promotion, herders did not gather easily. At the beginning of its
operation, the number of camels for milking was only five to six, and the Sanatorium

. could obtain only 20 liters of milk that did not meet the requirement, There are two

. main reasons that the herders did not gather. The first is that, due to the drought near

Burdene, the condition of the pasture was not so good. The other reason is that herders
postponed moving to the remote area in order to vote.in the election of the state
parliament that was held in the June, 2004,

The acth}ity to organize a herder group was carried out in the beginning of the Project,
but it did not succeed .sinc_e herders did not like to leave their livestock with another
herder. It was a problem that groups were not active in_the area and herders did not
feel the _neceésity 1o achieve common pﬁrpose of selling milk to sanatorium. .

Community spirit was considered an important benefit through group activities such

as involving herders in purchase price negotiation to increase the incentive of milk"

selling,

_Al'though:the condition of the pasture was not improved ‘during the Sanatorium

operation period in 2004, the herders stably supplied about 30 liters of fermented milk

with 17 camels because herder D joinéd to'sell milk with more than 10 camels that
were almost equal to those of two herder families after the election. The herders
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increase cash income by afming, [ . | mist B2d O3
to increase number of camels, '

it tilee sanatorium i3 guiet high. s
. Morsover it has the aclvam“'rP

supplied 40 liters of milk on the peak day. The following charts show the amount of
camel milk and goat milk in each shift,

250
@shift 1
200 @ Shift 2
£ Shift 3
g 150 Shi
7
£ 100

30t

0 - t
Camel | Goat | Camel | Goat | Camel
milk milk milk mill_( milk milk
Herder A

HerderB - | HerderD Hesder E

Fig. 4.6.11 Shipped Amount of Camel Milk and Goat Milk by Shift

[Sales Income]

The amount of sold milk increased for the following two reasons, The first reason is
that the unit price of the milk increased to Tg 650 per liter (44.4% increase). The
second reason is that the demand of the_milk and dairy products rose because the
number of the patients increased (17.5% inci:ease) and "th_e length of stays extended
(10.1% increase). F‘urthermoré, the consumption'of fermented milk per patient per day
slightly increased from 0.727 of last year to 0. 8[ As a result, the herders who sold
mainly camel mifk enjoyed the increased cash income. The total income of the herders
ftom selling milk in 2004 mcreased to Tg 756,915 from Tg 425,893 of last year
(77.7% increase). The following table shows the amount of sold milk and dairy .
products for four families. (herder D owns ' two -family’s livestock; thus it was

: practlcally flve famllxes) that partlclpated in the pr0]ect this year

On the other hand the income. from _goat milk also 1ncreased from Tg 112 375 to Tg
143.439 while the total- demand increased w1th 27.6%. However the umt price
remained Tg 350 per liter that is the same as last yefar

It seems better strategy tor

400,000
305,000

ot goats, for  long - term, 200,000
because demand for camel milk - | 100,000

in that! the: pasture which the
camel liKes is dominant around

Flg 4,6.12 Income of Milk & Dmry Products Sel]mg

 the sanatoriun. ~ Herders in 2004 (Tg)

(Source L‘rdencSoum) o



It is serious problem for the sanatorium to secure enough camel milk for their
treatments. The shipment from distance places to sanatorium will become possible
with some more adjustment, It seems possible that herder will request another raise of
purchasing price including transportation cost to Soum government, contingent on the
stabilization of supply amount.

[ Usage of Pasture]

The chart shows the usage of pasture in Burdene 2004. Although the condition of

pasture was not so good, 5 herder families gathered near Burdene. However, at the

beginning of August, herders started to move to other places to look for better pasture
because they needed to fatten livestock sufficiently before winter from viewpoint of
the livestock breeding management in Mongolia, even though they needed cash

income,
" From T
Four herders migrated to i rom Teagaan hulur bag
A Tsagaan hutur bag Herder B N
Herdar E
{2004.8)
(2004.6.21~
8.1)
{2004.6.29~ Herder A
8.4) P ) Legend: .
(//ﬁ Herder B £ Winter or/and Spring shertar
7 (2004.6.19~ L
A e 8.2) . ® New Production Well by JICA project
(f_\ ® ) A Hand well
' .
() s P
( ( Sand dune
10 kilometers -

Fig, 4.6.13 Pasture Utilization around Burdene Sanatorium -

iii) Activities of the Sanatorium

[ Financial Resuilt]

- The income statements of the Sanatorium from 2003 to 2005 are _shown below.
Although the Sanatorium made loss of Tg 203,250 in 2003, it turned a profit of Tg
247,530 in 2004 due to the effect of increased chargs and it made loss again slightly in

2005. Its future challenge is to secure mgpey to purchase milk by cutting the waste
cost for food, '



Table 4,6.24  Financial Result of Burdene Sanatorium (2003-2005)

Item Detail 2005 - 2004 2003
Revenue _ 5,735,800 4,537,100 3,226,900
Sanatorium charge | 3,500Tg/day, 3shifts 5,679,100 4,443,600 3,106,900
Income of leather and skins 56,700 93,500 105,000
‘One 2 years old lamb 15,000
Expenditure 5,761,582 4,289,570 3,430,150
Milk (camel milk, | 650Tg/! (fermented milk)
goat milk) 350Tg/l (goat milk) 1,045350 | 928,200 | 538550
Bating Meat -+ Food _ 2,896,004 { ~ 1,385,078 1,399,034
Labor costs Water transpoztation -+ Collecting 405,216 320,000 292,713
cattle dung+ Cook
Doctor 42,000
Fee for natural environment conservation 203,250
Fuel 415,850 156,250 200,000
Subtotal 4,762,420 2,831,528 2,633,547
oo | Mo
facilities pillow, sheets, etc’. ’ 738,900 898,042 796,603
Subtotal 5,501,320 3,729,570 3,430,150
.| Cost for water For waler purifier 260,262 560,000 0
Profit -25,782 247,530 -203,250

[The Water Quality Problem of the Productlon Well and the Trouble of Water Purifier
Machine) ' ' A

After the Soum and the Study Team'jointly installed water purifier machine in the
middle of June, it was operated for a week, But, nnmed]ately after the pumped water
turned red in the water tank and the punfxcatlon capacity was sharply decreased it was
stopped ‘The prefilter of the water purifler machme was considered to be clogged
because the iron in the water of the Production Well was ox1d12ed and separated under
the hot temperature in summer. Fortunately, the reverse osm051s membrane filter had
no trouble and clogging was solved after the change of prefﬁter in the water purifier
machine. However it was almost 1mpossﬂ)1e to punfy the water of the Pl‘OdllCth[l_
" Well, The water purifier machine was reinstalléd at the new Traditional Well next to
the Sanatonum The well that was dug in this exigency (by the tools for Tradltlonal
Well campaign) and an exxstmg Tradltmnal Well, succeeded to provide some water'
amount, But, since the amount of the water purlfled by the machine decreased agam
two or three days after the reinstallation, the Soum stopped using the machine again, -
' Accorchng to the result of the survey in September removing the air from the machine
| ‘was not enough and the storage of solar power was not sufficient, These factors Were

considered to decrease the purified water.

3) Operatlon of the Sanatorlum in 2004

[Patlents Reacnon]

The Productlon Well and the water punﬁer machme that were promoted by the Soum had
several troubles. Also, the supply of the fermented milk did not meet the required amount. '
" However, the price is still lower than that of other sanatoriums and there was no strong

complaint about the increased charge.



[Herders Reaction)

The herders that sold fermented camel milk were very satisfied with the income increase
due to the increased unit price. On the other hand, the herders that sold only goat milk
were not satisfied with the decreased sales per family, However, all five families wanted
to participate in the project if they would have sufficient livestock for milking next year,

too.
{The Sanatorium and Soum Reaction]

The water supply service for the patients was not enough. Moreover, the supplied amount
of fermented milk did not reach the target (1.5// a person /day) since enough herders did
not gather because the weather condition caused poor pasture, These two things were
issues. However, there was no complaint from the patients. The Sanatorium and Soum
were very satisfied with the change of management strategy since it made profit due to
the increased charge.

[The Viewpoint of the Pasture Management]

The pasture of Burdene this year was not so good due to tendency of drought. However,
because only five families joined the project, herders gathered with minimum number of
livestock for sale, and the use period was limited to 1.5 months in summer, so there was
little worry about overuse of the pasture in Burdene, Since Burdene area will be possibly
utilized as emergent winter shelter camp in the future, from the long-term viewpoint, it is
necessary to consider a pasture usage restriction in summer,

4) Operation of the Sanatorium in 2005 and Herders Milk Products Sale
1) Preparatory Period of the Sanatorium before its Operation in 2005

In 2005, no equlpment was instalied to start operating the Burdene Sanatoriem
operated by Erdene Soum. But, the water purlfler which was installed last year did not
~ function well; an attempt was made to confirm its function and how to use it in the
. begmmng of June at Soum government office. In addltlon it was suggested to Soum
" government to procure camel and goat m11k from herders, who are the fmal_
beneficiaries and live amund the Sanatorium, that the production adjustment among
herders to securc the amount should be promoted under the 1n1t1at1ve of Soum
government. The accommodatmn fee of the Sanatorium and purchase price of milk
- were followed one of revised last year. The following are implemented subjects in this
year. -

if) Operation of the Sanatorium in 2005~
[The Number of the Patlents]

In this summer, the Sanatorium operated in 3 shlfts the same as last year, The total
‘operation period was 39 days: June 25 to July 8 (First shift), July 9 to July 22 (Second



shift) and July 23 to August 1 (Third shift). The third shift had to be cut to only 11
days operation (1 shift means 14 days normally) due to decline of supplied milk
amount by herders since they started to migrate to other summer camps, However,
total patients in this year increased to 174 people, or by 33 people compared with last
year. The negative influence of rise of accommodation fee in last year was not seen on
the patients, o

Table 4.6.25 Number of Patients in each Shifts

Shit 1 | Shift2 | Shift3 | Total |Average | |OiALnumberof | Average number of staying
staying days days per palienls
2004 38 51 52 141 47,0 1,498 days _ 10.6
2005 69 74 31 174 580 | 1,960 days 11.3
[Sales Amount by Herder]

Four people, i.e., a decrease of 1 person from last year, sold milk to the Sanatorium in

this year: 3 of them shipped milk continuously for 2 years since fast year and 1 herder

sold only goat m11k

The total number of livestock for milking was 17 camels and 50 goats. The
Sanatorium needed large amount of camel milk so that the Soum government
requested to supply 16 I/day for each family. The sales volume of each herder to the
Sanatorium by shift is shown in the follbwirig Figure. S
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Flg 4.6.14 Shipped Amount of Camel Mllk and Goat Mllk by Shift

. Three herders shipped camel milk; Herder B and Herder F supplied 12 to 15 //day on

average. However, Herder E could only supply less than 8 [ /day since he had on]y two

* camels for milking. Herder A did not have camels, so that, as a result of product mix:

adjustment, other herders did supply goat milk, which is cheaper than camel milk,

Moreover, similar to last year, they could sell dairy products not only to the
* Sanatorium, but also to the patients as souvenir such as Aar ul (cheese) and processed

fermented milk. It became sub-income of herders.



[Tncome of Milk and Dairy Products Selling]

The next figure shows the average income of herders from selling milk and dairy
products to the Sanatorium from 2003 to 2005, ‘
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Fig, 4.6.15 Average Income of Milk & Dairy Products from Selling by Herders

The income of herders selling camel milk was increasing since 2003 before project
began. On the other hand, income from goat milk has not increased because its
demand is flat since it is recognized only for meals and it is not used in the treatment.
However, the income of Herder A was increased compared with last year since -
‘herders adjusted their product mix this year as mentioned before,

[Operation of the Sanatorium in 2005]
Above-mentioned,
[ Water Purifier Machine]

Similar to last year, the water purifier machine operated with the water of two
Traditional Wells, constructed last year and the fEXiéting one. The machine was
operated everyday since high increasing of _patient's':in this year, but its purifying - :
: oapacify'was only about 30% to 50% of normal speed. It is assumed that the following "

three points are the cause of it. - | o

1. 4Removing the ait from the machine was not enough,

2. The clogging of filter was progressing earlier since the water quality was bad.
3. The charging of solar power battery was not sufficient. '
At present, there is no method of improving very bad water quality in the Gobi "reg'ion
except the reverse osmotic membrane water purifier installed by the Project. However,
such use was not expected and test data of purifiér capacity with such bad water
source is not available. Due to that, it is important to collect data continuously in the
future, '
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4.6.4 DAIRY PRODUCTS SHIPMENT AND SALE PROJECT
(1) Objectives and Basic Policy of the Project

The project is a trial to grasp what the dairy products shipment and sale .in the nomadic
society after the market economy shifts should be. The project aims to supply fresh dairy
products to the urban area by herders themselves, persistently keeping to the nomadic life
style, and overcoming various handicaps surrounding the nomadic herding such as collapse
of organized milk collection system, incomplete transportation infrastructure, and small scale

production.

It seems that the market is going to be swept by d.airy products imported from various
countries. However, it seems to be fully possible to get sales income because there is big
demand if Tsagaan idee, which is the Mongolian traditional food produced in Ger, and
means “white food”, can be transported to the City, targeting the niche of the market. The
issue is how to keep perishable milk and dairy products and securing a lot, and then how to
arrangg the transportation system to the City from the Ger. The-aim here, as one of the Pilot
Studies, is to verify about shipping method during the non-frozen seasons (May to October),
to support the herder groups “who are already shipping camel milk through the railway
transportation in frozen form durmg the frozen season ‘(November to next April). It aims to
show a third method to gain cash Wthh is steady through year and brought through change
from livestock products shlpment of the seasonal products’ suchi as cashmere, meats, etc.
through the broker (change), by estabhshmg shlppmg technology throughout the year for the
m1lk and daxry produots |

The basic pohcy is the ﬂowmg two pomts

- To estabhsh production : and shtpment technology ina form of seasonal pasture use of the
nomadlc herding in the’ nomadlc soc1ety ‘ '
- To do all of the processes for sales from productlon by the herders themselves without

) medlatlon ofa broker
(2) Structure of the Project Implementanon

The followmg figure shows structure of the prOJect implementation, based on the basic

policy.
Structure of Dairy Products Shipment and Sale Project
Study Team: _ "Herders Group:
Arrangement  of Equipment {Refrigerator, + Sharing of roles
Fraezer; Container for Transportalion, etc) +  Sales plan/Repayment ptan

Milking, Shipment, Sala

-----
a
.................

Summary

Problem analysls
Direction in the future
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(3) Content of Project

1} Selection 6f Targeted Herder Group

After that, the Erdene Soum government called on herders again, three groups had inferest,
out of them two groups presented a proposal. As a result of interview selection, the group
was selected, consist of 4 families including Mr. Galsan in Dulvurj Bag who had the
results of a camel milk sale during frozen season (November to next April),

2) Members Composition of Herders Group and their Roles

{Composition of Members)

Shipment and sale group consists of four families with leader, Mr. Y. Galsan. These four
families take charge of sale to Ulaan-uul (Soum center). Sale at Zamiin-uud is
implemented jointly with friends in cooperation with shipment during frozen season.

{Role Allotment]

4 families included Mr.Galsan consist of 16 families members in total. Out of them, the
following 10 persons take roles of working process to sale from production,

Milking & Processing: 6 persons

Transportation to Soum Center & Station No. 1016: 2 persons

Selling at Soum Center; 2 persons

Transportation to Zamiin Uud from Station No, 1016 and Selling: 4 persons

3)  Sold Dairy Products and Quantity for Sale

The group of Mr. Galsan is planning shipment and sale once a week at the Soum center
and Zamiin Uud during the non-frozen season of May to November. Sold dairy products

- and quantity for sale is shown below.

Table 4.6,26 ° Targeted Items and Sales Quantities

Season of Production

Quantity of

: Esiiﬂﬁatcd Sale

] “Targeted Ite it Pric "Production and (T
and Shipment et Tem - U_ml i Shil;r;cm !(l;)):r week) (pef' ﬁzek)-
Frozen | Nov. <~ Apr. | Camel milk - 800 T/l 30! 24,000
Non- | May.~Nov. | Camel milk 600 Tg/! 204 12,000
frozen Aaruul (Cheese) 2,500Te/ke 3~4kg 7,500~10,000
Shartos (purified butter) 3,500 Tg/l 200~300 ¢ © 700 ~ 1,050
Tarag (yoghurt) . ' 500 Tg/! 15kg 7,500
Orum (Cream) 1,500 Ta/slice i~2slice 10,500°
Shimin Arkhi (Mongolian vodka) 1,500 Tg/! ~3~41 4,500~ 6,000
- Ayrag 800 g/l 15~20 12,000 ~ 16,000

They have a plan to place shipment of camel’s milk throughout year at the center and sell
together with various dairy products during the non-frozen season, Still, they are aIready
shipping the camel’s milk during the frozen season of November to April.,




4) Production and Shipment System Planning

[Livestock Number]
_ Table 4.6.27 Total Livestock Number of 3
Out of Mr.Galsan’s group of 4 families, Households in Mr.Galsan’s Group (2004)

. v1ys No. of No. of No. of milkin
number of livestock and milking livestock | fernales | - livestock &
livestock of 3 families who take charge | Camel 52 |22 10

) . ) Horse 121 21 21

of dairy production are shown in table Cautle 73 35 55
4,6.27 (as of September, 2004). Sheep | 150 52 22
Goat 310 113 ’ 110

Total 689 - 233 218

{Shipping Route and Transportation Measures)

Their production and processing are done based on Traditional Well that is apart by about
20 km from Ulaan uul (Soum center), and shipmerit is done there too. There are two
shipment routes of Ulaan uul and Zamiin uud. Milk and dairy products are stocked in the
Ger, and transported once a week after securing a lot. Camel and horse besides
motorcycle are used together for transporfétion of the dairy products. Shipping route and

transportation measures are illustrated in Figure 4.6.16.

Population:
 Approximalely 8,700

Transporting and Selling to Zamiin uud and
Uaan vul respectively ane tima per week
throughou_t ayear

Zamiin uud

Two hours and a half by train, Ulaan ol

{Erdene Soum cenler)

“Milk & Dally products are
_ transported by one or two
parsons

Papulation: Approximately
1,600

Summer/Autumn carmp * Thirty to forty minutes by motorcycle

Camals & horses are also used
" {for transportauon

A )
: Hand well__. o
-~ A _ |

) Winter camp
Three herder's housaholds aré uslng one baslcally well year around

| Fig. 4.6.16 Shipping Route and "_I‘raﬁsporlation Measure -

5) Productlon and Sales Schedule

The herders are planning shlpment once a week and four times a month. The members
'collaborate milking, processing of dairy products, and storing toward shlpplng day.
' I—Iowever, it is necessary to transport products effectively with some amount of lot size,
since there is a limit in livestock milking per day. Therefore, they adopt non-electric




1 ) oy \ Lo
refrigerator  as a preserving technology after milking, and ship products to Ulaan uul in a
lot. They set a selling base in Soum center at the house of one of the group’s members in-

Ulaan wul, and they provide refrigerator and freezer there. In addition they sort sales for
Zamiin Uud, and freeze them, and then ship them, '

Days 1st day 2nd day 3rd day 4th day &th day €th day 7th day

-
Milking by traditional way _
b o 2
w® @
B B
Procassing by traditional way & 2 K
—b B N 3
3 & 2
ﬁ L b
Reservation 5 &
P N
£ 2
8 §
Input {1): non-electric g; g_
rafrigeralor
igera Input {2): Ona refrigerator and § ]
one freszer at Ulaan i~ = E

Fig. 4.6.17 Schedule Calendar of Production and Selling for Unfrozen Season (From May to Oclober)

' 6). Notable Points on Shipment and Transportation

It is indispensable that frequency of transport have to be reduced to gain benefit because
price of fuel for transpdrt is rising. In the project, as a way to keep transportatidn to a
_mlmmum and to control the transport cost, and a way. to effectlvely preserve it in Ger, -
non~electrlc refngerator was mstalled cxperlmentally asa pllot case,

7) Fea31b111ty of the Project

The followmg table shows the expected balance sheet of the group in the frozen season’
(N ovember to April) and non-frozen season (May to October), The Figure shows the total
valu_e of the group (4 famlhes), and expected incomes: monthly Tg 84,192 during the
frozen season, monthly Tg 151,382 for shipping period of Ayrag (July to August) during
the non-frozen season, and monthly Tg 95,382 for period of Septcmber to October during
the non—frozen season,

Non-clccmc rcfr:gcrator is still in testing stage, However, it may contribute to i 1mp rove herder life very much if will
be functioned, _



Table 4.6.28 Expected Balance Sheet of the Group

Assumption: Transportation to Zamiin vud
(Unit: month)

1, Frozen season (November to April) (Unit: month)

Sale:
Itemn Unit price Quantity Sale
Milk of Camel 800 Tg/i 120 96,000
Total 96,000
Cost;
Item Unit price Tg Times Cost(Tg)
Transportation Cost to Station No.1016 (motorcycle) 952 4 3,808
Transportation Cost of Railway: No, 1016 to Zamiin Und 2000 4 8,000
: _ ' Tatal 11,808
Profit: (Ta)
Total 84,192 952
2. Non-frozen season (Mar. to Nov.) (Unit: month)
Sale: '
item Unit price Tg Quantity Sale (1) Sale (2)
Milk of Camel 600 Tg/il 804 48,000 - 48,000
Aaruul (Cheese) 2,500 Tgkg | 14kg - 35,000 35,000
Shartos (Purified Butter) " 3500 Te/kg 1kg 3,500 3,500
Tarag (Yoghurt) 500 Tg/kg 60 kg 30,000 30,000
Orum (Cream) 1,500 Tg/slice 7 slice 10,500 10,500
Shimin Arkhi {Mongolian Vodka) 1,500 Tgit | 144 21,000 21,000
Ayrag (July to. August)) 800 Ta//! 70 /1 56,000 0
K ' Total - 204,000 148,000
Cost: L ' ' .
Item - _ . .Umrtrg riee  Times Cost(Tg)
Transportation Cost of Railway: No, 1016 to Zamiin Uhiel 2,000 . 8 16,000
Transportation Cost to Station No,1016 (motorcycle) 952 8 7,616
Generator Operation (6 hours/time) 4,338 4 17,352
Electric Fee (for Refrigerator at Ulaan uul) © 263 30 7,890
Hygicne Inspection Commission T470 . B 3,760
- B . ) : - Total 52,618
© Profit: Sale (1) Sale (2) o
- Total 151,382 95,382

% Profit includés the profit of Aprag inJuly to August. Profll is ore of the other months during the non-frozcn season,

8) Inmal Inputs

“The followmg equlpments were installed for herders group to improve thelr unstable
dairy products sh:pment during non-frozen season (from May to Octobor) and to establish

the year-round shipment technology.

Den51ty and Component Measurmg Equ1pmont was not procured because measurement
by herders was not generally practiced. Moreover, the herders group hoped and requested
' to install the freezer and small generator in their Ger. In this case, herders cost increases
because the initial mput cost increases, Therefore installation of these equipments was
'postponed in consideration of negatwe condltion such as increase of operation cost
caused by increasing in fuel price. Freezer was installed in a group member s house in
Erdene Soum  Cénter the as same as refrigerator. Non- electric refrigerator was

additionally installed.



Table 4.6.29 List of the Initial Input Equipment (Unit: Tg)

Ilem Specification  Unit Price Qty _ Total Price
Freezer 169 1 175,000 1 175,000
Refrigerator BIRYUSA B-10 2400 249,000 1 249,000
Container for 401 48,000 1 48,000
Transportation 107 9.000 2 18,000
Container for 101 13,000 1 13,000
Stock in 8! 11,000 1 11,000
Refrigerator 61 9,500 2 19,000
Scale Made by aluminum 7,000 1 7,000

Made by plastic 1,500 2 3,000

Density and Component Measuring 0
Equipment

543,000

9}  Contribution of the Herders Group
i) Expected Amount of Annual Benefit

The following table shows the expected amount of annual benefit of the herders group
of dairy products shipment and sale project.

Table 4.6.30 Prediction of Total Benefit of Milk & Dairy Products Selling Herder Group (Unit: Tg)

May
July June Frozen
August September Season
October
Benefit/month (Tg) 151,382 95,382 84192 Total Benefit of |Total Benefit of one
Duration (month) 2 4 -6 Group Houschold
Sub total benefit (Tg) | 302,764 381,528 505,152 . 1,189,444 237,889

if) Contribution

| Initial cost of equipments rest on the herders group and the whole price, which is
Tg543,000 will be paid back to the Ulaan wul Fund, which is Soum Development
Fund of Erdene_ Soum. Total amount of net profit of the group is Tg 1,189,444 per a
year. However, repaynierit plan will be set up three years for a dead line, considering
fluctuation of income due to external factors such as drought years. o

10) Notable Points on Monitoring

Initial input of the project was carried out in May, 2005, aiming to start shipping in the
| non-froz_en'seasbh start, wae\?er, the herders group has alréady started the shipping in
the frozen season since November, 2003 Monitoring shall focus on change of living
standard of the herders by :Shipmen.t throughout year, in comparison with:shipment in the
frozen season. Notable point is that the number of milking livestock is changing every
year. In addition, thie quantity of milking of each livestock changes by the influence of the
state of the pasture. Careful attention should be paid to see that proper milking be done
- correspondent to the pasture condition of the year. In addition, dairy products except
camel milk is the first full-dress shipment for the herders, It will be monitored to see if



the group acquires certain information about seasonal demand in the city. In addition,
although shipment targets the products, that recognized as a traditional food, they should
always pay attention to food hygiene management, so as to construct mutual trust with the
market. ' '

(4) Resuit of Project
1) General Condition of Pasture

Risk management for winter such as long distance migration (Otor) for searching
favorable pasture land is forced on herders because Erdene Soum is suffering from
serious drought the same as last year (2004). The herder group also migrated two or three
times in this summer. Since August, they migrated to the pasture land near the border
with China which is far from the well which they use throughout the year.

2) Shipment of Dairy Products

Milking volume was reduced from last year because lactation of livestock decreased
under the unfavorable pasture cend'itions, although shipment during non-frozen season
was executed in June and July. Therefore, freezer using non-frozen season shipment to
© Zamiin Uud was never achieved because not a big enough shipping lot of mllk was
secured. Shipment destination of the group was only to Soum Center for this year. As a
positive factor of this drought, other herders shlpments to Soum Center were very limited.
And camel milk was dealt-at high prlce Tg 800 which was Tg 50 or Tg 100 higher than
last year in the Soum Center market since sense of scarcity of milk and dalry _products.
This year, the group sold three kinds of the dairy products such as camel milk, Botsargaa
(processed fermented. camel milk), and Tarag (yoghurt processed from cow milk)
although the shipment of seven kinds products was planned. All products were sold

within one or two .days and there was no unsold product because milk supply was '

insufficient. Also, the work of mouth publicity for the group products was given to the

consumers by a group member who lives in Soum Center
3) Result of Shipment ‘

Monthly sales of da1ry product are shown in the next figure. Both shipment and sales
decreased in Aprll ‘May, and July to September because of unfavorable pasture condition.
For the same reason, there was no shipment in August. In June, both sh1pment and. sales
increased because of the better pasture condition with adequate ramfall Moreover camels
to give birth this year werc. few, because camels gives a birth once every two years: That

was also one other reason of insufficient shlpment of this year.

Effect of the pm]ect cannot be ver1f1ed this year- because the pasture ¢ ondition was
‘unfavorable although the project aimed for the increase of dairy product shipment during
the summer. Also, the plan to shipment to Zamiin Uud of frozen milk was not achieved

because of insufficient shipment and their sales were limited to Soum Center,



Dairy products were sold by the fixed price as follows: camel milk Tg 800/, Botsargaa -
Tg 1,000/], Tarag Tg 500/, The group never changed the price by seasonal demand and
supply during their active period.
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Fig. 4.6.18 Monthly Sales of Dairy Producis

4) Status of Use of Initial Inputs Equipment
[Equipment such as Freezer, Refrigerator and Container]

1t is judged that the installed equipment such as freezer, refrigerator and container were
used well generally because shipment number was over 22 times during 52 days although
shipment was limited to the Sowm Center and production of milk were insufficient,
However, freezer was not used properly for frozen milk shipment because shipment to
Zamiin Uud was not achieved because of insufficiency of dairy product,

| [Non-Electric Refrigerator]

) Noh—électric_reffige‘rator was installed in end of June 2005, At the time of installation it
had been used but its use had been 'st'opped-'since July because the inside temperature of
the non-electric refrigerator rose abnormally high, Temperature observation was
consigﬁéd to the herders. Then, inside and outside of the non-electric refrigerator was
measured three times per day. High temperature from 23 to 29 °C was recorded even in
the night for the period from July 15 to July 25. The group migrated from summer camp
to a remoté area near border to search for 'godd' pasture land because of the drbught in
" August. The opportunity to use non-electric refrigerator was lost. However the group will
try {o use it again next year, and heat insuvlator to improve its pefformance by covering the
top of non-refrigerator was delivered in September.



5) Repayment Schedule to the Soum Development Fund - '
Table 4.6.31 Repayment
Repayment schedule to the Soum Development Fund  Schedule for the Dairy Products

was determined by the discussion between Soum Shipment and Sale Project

Maturity Date Amount (Tg)

government and Mr. Galsan who is the group leader 2005/08/25 51.000
held in August 25, 2005 and the first repayment was 2005/10/25 - 50,000
ted . dav. . 2006/03/25 100,000
executed on seme ay. The group will repay totally Tg  2006/06/25 150,000
101,000 for this year because of the unfavorable pasture - 2006/10/25 100,000
condition and the batance Tg 450,000 will be repald by | 2006/12/25 100,000
- 551,000

dividing it into 4 portions,
6) Technical Guidance for Booking

Technical guidance was given to the Group in 15 September 2005 at Soum government
office. Activity records for three moriths since the project started were used as a teaching
material and the financial report was made with accountant of the Soum government and
the Group. The result of the report is shown in the following table. Both of the
accountants agreed that this financial report should be made every 6 months until the end
of the repayment term. ‘

Table 4.6.32 Financial Report of the Group Activity from 1 July to 15 September 2005

Expense Amount |~ ° - Benefit : Amount
'I‘ransportauon Fuel for Motoibike - . 36,600 | Camel Milk - .- 232,000
Eleclricity Rate for Refrigerator and Freezer ' 8,000 | Botsargaa ' 20,000
Repayment to the Soum Dcvelopmenl Fund © | 76,000 | Tarag T - 22,500
Total Expense 120,600 | Total benefit _ ' 74,500
Current term net profit -46,100 . B

7 Improvement Pomts

Galsan’s herders group has extraordmary desrre to shlp thelr dairy products. It is
expected that original shipment pattern as scheduled can be recovered when the pasture :

" condition is recovered although the pasture as-a shipment base could not used because of
the drought in this year. The group planned to purchase small generator by themselves

- and move the freeser to their Ger camp site if the benefit improves when their activity
gets on the right track However, as stated many times, reducing the transportatlon cost by
motorbike and some (levrce of preservatlon or cold storage technology at Ger site are

mdlspensable
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4.6.5 WOOL PROCESSING AND PRODUCT SALES PROJECTS

(1) Objectives and Basic Policy of the Project

In Dornogobi Aimag, there are two Ger felt factories: in Altanshiree Soum and Urgun Soum.

Table 4.6.33 Gler Felt Factories in Dornogobi Aimag

Soum Altanshiree Urgun
Ownership Shine Saruul Zam Cooperalives Sole Proprietorship
Establishment {1996 1999
Capital Cooperatives capital: Tg 17,000,000 N.A.
Production 5 months per year 3 months per year (July to September)
period
Quiput 400~500 Ger felt sheets (Required raw | 120 Ger felt sheets, 480m {Required raw wool:
wool: 11 tons) 2.51)
Machines Used machines made in Russia (Several | Owner assembled used parts purchased in
breakdowns) Ulaanbaatar, and made machines.
Target Herders in the Sour and neighboring | Herders in the Soum
cusiomers Soum
Place of Sales | Cooperatives store Factory (No door-to door sales for herders)
Loan None. Tg 1,000,000 loan from a bank during
production period every year
Reason; Low demand of Ger felt causes
shortage of working capital in summer

In Soums except for Altanshiree and Urgun, herders visit Ulaanbaatar or Sainshand to buy
Ger felts or produce the products by themselves, Also, the herders produce felt products such
as socks, hats or mattress by themselves with simple and traditional processing methods, and -
there are no factories that produce these felt products in this area.

The objective of the project is that participating groups and herders in the projected Soums
increase their cash earnings through establishing wool processing businesses, Although the
amount of annual raw wool in 2003 is about 25 tons in Erdene Soum, about 24 tons in
Ulaanbadrakh Soum, and about 17 tons in Khuvsgul Soum, selling the raw wool is not main
income source for the herders due to its _loW 'selling'_price (the average prices in three Soums:
Tg 100~200/kg). If participating groups can sell value-added wool products, they can have
" chance to obtain cash mcome Also, if herders in the Soums would sell the raw wool to the
partlclpatmg groups as supphers, they can stabilize thear hves

In this Pilot Project, the Study Team will evaluate whether the groups, that can prepare
necessary start-up working capital but do not have enough fund for equipment, could start
wool processing businesses and continuously manage their- businesses by receivirg
* concessional loan (no interest and long-term loan).and technical and management advice.
| 'Also_, the Study Team will assess how the surrouﬁding herders will receive the benefits from

the businesses: | o -
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