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PROJECT OBJECTIVE AND PROPOSED MECHANISMS  
The project objective is to pilot ways to encourage herders in changing the existing non-sustainable 
behavior for the livestock number maximization and adopting pasture-friendly income generation 
strategies capable of making herders’ livelihoods sustainable in the long term.  
 
Proposed mechanisms to achieve the project objective:   
• Capacity building activities to enable both herders and the soum government to implement the 

pilot  
• Pastureland use agreements /PUA/ between herder’ groups and soum Governors and herd size 

reduction agreements /HSRA/ between individual herder households and soum Governors as the 
mechanism to build herders’ commitment to reduce the herd size to optimum levels compatible 
with pasture carrying capacities  

• Livestock Risk Management Fund /LRMF/ mechanism to finance herders proposals for 
pastureland and livestock risk management and the operation of livestock quality examination 
and certification point to assist herders in increasing animal sales and fetch better prices through 
adequate quality examination and certification 

• Provision of eco soft loans to herders as mechanism to drive further herders interest to reduce 
herd size  
 

Capacity building. All herder households in the soum were planned to be visited and educated in 
the project objectives, benefits and ways to access them. Households demonstrating the strong 
willingness and capacity to implement the project proposed mechanisms can be selected to benefit 
further from detailed  capacity building activities by actually participating in the  pilot. 

PUAs and herd size reduction agreements. PUAs proposed to be established with herder groups 
who commit to reduce the herd size not less than 6% annual rate according to the carrying capacity 
of pastures under agreement. Herd size reduction agreements shall be established with individual 
herder households who commit to reduce the herd size around 6% annual rate. The project will 
assist herder groups and individual herder households in establishing PUAs and herd size reduction 
agreements.  

LRMF. Herders should pay contributions to LRMF in the sum of MNT 500 per sheep unit of 
animals counted at the end of the previous year. Herders who paid their contributions are entitled 
to access MNT 365 per sheep unit for financing their proposals for pastureland, livestock risk 
management and value chain activities and MNT 300 per sheep unit for bringing their animals to 
the livestock quality examination and certification point totaling MNT 665 per meaning herders 
get back 33% higher what they paid (MNT 500). The project will assist herders in benefiting from 
LRMF.  

Eco soft loans. Loans MNT 300,000-20,000,000 for up to 24-month duration with soft 12% annual 
interest rate were offered by XAC bank. Member households of herder groups and individual 
herder households who (i) establish PUGs, herd size reduction agreements; (ii) pay LRMF 
contributions; (iii) sale animals through the soum livestock quality examination and certification 
point; (iv) reduce the herd size according to set annual targets were eligible to apply for eco loans 
at 12% annual interest rate. The interest rate will revert to higher rate for those households who 
fail to reduce the herd size according to set targets. The project will assist herders in benefiting 
from eco loans. 
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PROJECT IMPLEMENTATION BY KEY COMPONENTS 
 
FACE TO FACE TRAINING OF ALL HERDER HOUSEHOLDS IN THE 
SOUM 

 
The activity objective-  Visit every herder household and explain in detail the pilot project 
objectives, benefits and why it is important to participate in the project on a voluntary basis. 
 
Target performance –  100% of herders households in the soum 
Achieved performance- 94.6% of herders households in the soum 
   
Selection of Beneficiary Households and Issuance of Eco Loans 

The activity objective-  Select herder households willing to participate in the project based 
on the understanding of the project benefits as a result of the face to face training 
Target performance –  84 herder households or 20% from the initial estimate of 420 total 
Achieved performance- 88 of herders households or 105% of the target  
 
LIVESTOCK RISK MANAGEMENT FUND 

 
The activity objective-  Pilot the feasibility of LRMF   
Target performance   -All selected households pay LRMF contributions  
    -All selected households prepare & implement LRMF proposals 
    -Soum government review all herder proposals and evaluate their  

implementation  
Achieved performance- -All 45 eco loan beneficiary households plus one more herder  

household paid LRMF contributions or 102.2% of the target  
-All 46 households prepared & implemented LRMF proposals 
-Soum government reviewed all 46 herder proposals and evaluated  
them 
 

LRMF expenditures by areas, ‘000 MNT 

 Expenditure areas Number of 
households 

Average 
funding per 
household 

Total 
funding 

Share, % 

1 Animal hay buying 27 287.2 7755.1 65.1 
2 Stable repair/building  8 223.2 1785.8 15.3 
3 Well repair/building 4 334.6 1338.4 11.4 
4 Purchase of breeding 

animals 
2 199.1 398.2 3.4 

5 Transportation feed salt 2 128.0 255.9 2.2 
6 Purchase of hay making 

equipment 
1 368.4 368.4 3.1 

 Total 44 270.5 11901.8 100.0 
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Head of Agricultural Division G. Batsuuri is 
evaluating the proposal implemented by 
herder Y. Amarbars  

Sumber bagh governor B. Batbold is 
examining the implementation of proposal on 
hay  

  

Herder Y. Amarbayar has prepared hay for 
winter 

Delgerkhaan bagh governor G. Enkhzaya is 
filling the proposal evaluation form  

Sample herder proposals supported by LRMF 

LIVESTOCK QUALITY EXAMINATION AND CERTIFICATION POINT  
 
The activity objective-  Pilot the feasibility of LQECP  
Target performance   -45 selected households sale their animals for meat through LQECP 
    -70% of animals sold goes through LQECP  
    Herders get 5% higher than local price for animals sold at LQECP 
    -Soum government organizes the quality examination/certification  

  of livestock at LQECP  
Achieved performance- -30 beneficiary households sold animals through LQECP -66.7%  

-Only 94 cattle sold through LQECP-6.9% of the animals sold for 
meat  
-Herders got 20% higher than local price for animals sold at LQECP 
-Soum government organized the quality examination/certification  
  of animals sold at LQECP -100% 
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The fence of the one point was rented, repaired 
and weighing machine was placed.  

Herders brought their cattle for sales are in 
their turns.  
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Veterinary technician of the private “Tumen suvd” veterinary service unit N. Orkhon conducts 
clinical examination of sold cattle 

  

Sold cattle are being loading to a truck hired by the processor  

LQECP Activities in photo 
 
HERD SIZE REDUCTION TARGET FULFILMENT AS MEASURED BY END 
OF YEAR ANIMAL CENSUS  

The objective-   Decrease the herd size of project households by 6%  
Target performance   -45 eco loan beneficiary households decrease their herd size at 6% 
Achieved performance- -43 eco loan beneficiary households plus 1 LRMF beneficiary  

  household have reduced the herd size at 5.8-30.9%. Target  
  achievement rate is 95.6%1 (44/46). The overall group 
performance   
  is 13.1% achieving 218% against 6% target.     
 

 
Overall performance of the pilot 

2019 livestock census results, Bayan-Ovoo soum, Khentii aimag 

Livestock species 2018 2019 Change 2019/2018, 
% 

Physical Sheep 
Units 

Physical Sheep 
Units 

Physical Sheep 
Units 

Camels 2 11 3 17 50.0 54.5 
Horses 1567 10340 1330 8,778 -15.1 -15.1 
Cattle 1537 9222 1336 8016 -13.1 -13.1 
Sheep 9356 9356 8160 8160 -12.8 -12.8 
Goat  7898 7111 7042 6338 -10.8 -10.8 

 
1 If two households who reduced the herd size at 5.8-5.9% is accepted, if they are not accepted then the performance 
of the target achievement goes down to 91.3% (42/46) 
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Total 20360 36040 17871 31309 -12.2 -13.1 
 
The total number of livestock of beneficiary households has decreased by 13.1% in sheep units 
and 12.2% in physical units. Given the mainstream tendency for increasing the herd size, this can 
be seen remarkable achievement demonstrating that proper economic incentives combined with 
intense face-to-face capacity building training and value chain support can change herders’ 
behavior. Reduced herd size is leading to increased commercialization and cash income and 
reduced overgrazing and greenhouse gas emissions opening door to sustainable path of 
development. Overall this makes livestock herding among project households much more resilient 
to natural and economic shocks.  
 
The total number of soum animals are shown in Table below. 
 
Livestock census data, Bayan-Ovoo soum 
  
Livestock species 2018 2019 Change 2019/2018, % 

Physical Sheep 
Units 

Physical Sheep 
Units 

Physical Sheep 
Units 

Camels 358 2041 349 1989 -2.5 -2.5 
Horses 19021 125539 18265 120549 -4.0 -4.0 
Cattle 17018 102108 18580 111480 9.2 9.2 
Sheep 99598 99598 103486 103486 3.9 3.9 
Goat  66184 59566 68293 61463.7 3.2 3.2 
Total 202179 388851 208973 398968 3.4 2.6 

 
The number of soum animals has grown by 2.6% in sheep units which demonstrates clear 
difference between the project herders and other herders.  
 
Control group study 

The objective of the control group study was to produce data on the herd size change from a 
representative sample of households and to compare the results with the project households. 
  
A control group households was selected to undertake a comparative analysis in more detail. These 
households were selected randomly from each bag and herders’ wealth groups in terms of the herd 
size.  
 
The performance of control group households was compared against the project households in 
terms of herd size change as a proxy indicator of herders’ behavior, household income, income per 
sheep unit as animal productivity indicator.  
    
The comparison is shown in Table below.  
 
Comparative analysis of project and control groups 

Project Households Comparison Households 
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Livestock 
Species 

Livestock 
at the 
beginning 
of year 

Sold 
for 
meat 

Offtake 
Rate,%* 
 

Meat 
Income** 

Livestock 
at the 
beginning 
of year 

Sold for 
meat 

Offtake 
Rate,%  

Meat 
Income 

Camel 2 0 
  

2 0 
  

Horse 1567 284 18.1 227.2 631 73 11.6 58.4 
Cattle 1537 386 25.1 338.3 856 178 20.8 151.3 
Sheep 9356 2566 27.4 256.6 4994 1020 20.4 102 
Goat 7898 1576 20.0 126.1 4235 655 15.5 52.4 
Total 20360 4812 23.6 948.2 10718 1926 18.0 364.1 
Total in SU 36040 8175 22.7  18118 3159 17.4  
Number of households 46 21 
Average household herd size  443 510 
Herd size change, %  -12.2 +8.9 
Average household meat cash 
income, MNT m  

20.6 17.3 

Meat income per sheep unit 
/Productivity indicator/, MNT 
‘000 

26.3 20.0 

*Offtake rate is calculated as the share of animals sold for meat in the total number of animals at 
the beginning of the year  
**Meat income is calculated by multiplying the number of livestock sold for meat by local 
livestock price of horse MNT 800K, Cattle 850K, sheep 100K and goat 80K. 
SU-Sheep Units 
  
The results show clear differences between two groups with the project groups performing 
significantly better in terms of commercialization /offtake rate/ and meat income per household. 
The offtake rate of project households is 31% percentage higher and the average household meat 
income is higher by 3.3 m although the average household herd size /443 heads/ is smaller than 
the comparison group /510 heads/. The livestock productivity estimated as meat income per sheep 
unit is 31.5% higher (26.3 thousand) among the project households compared to comparison group 
households (20.0 thousand).  
 
We believe the combined effects of the capacity building training to herders and soum government 
officials, access to LRMF, LQEC, and eco-loans incentivized the project herders to reduce while 
the control group of herders with no access to the GPP specific components did not reduce herd 
size or generate income through livestock sales. These efforts are helpful in reaching the project 
goals and to convince other partners to scale up the project and adopt pasture-friendly income 
generation methods for herder households in the target area as well as other areas in the future. 

LESSONS LEARNT  
 
Behavioral change from livestock quantity maximization to productivity improvements by 
reducing the herd size through increasing animal sales:  
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• Face-to-face training of herders was crucial to (i) deliver sufficient information to all soum 
herders on project objectives, benefits and ways to participate in it; (ii) choose project 
beneficiaries from those herders who have made a voluntary decision to join it after 
weighing all requirements including the herd size  reduction targets, which contributed 
significantly to high success rates. Although relatively expensive, reaching every 
household is necessary for future project scale-ups as there is no other effective way to 
deliver the project information in detail as the face-to-face training does.     

• Herders are very responsive to economic incentives and project promoted incentive 
packages are capable of changing the herders’ behavior 

• Herders can change their behavior if: 
o Ensure greater income growth compared to herd size increasing scenario 
o Ensure voluntary herders’ participation based on their belief that they will win from 

the herd size reduction 
o Ensure support from soum administrations 

• Intensive capacity building is crucial for herders and local governments to adopt innovative 
strategies and incentive mechanisms 

• Herd size reduction agreements need to be further improved to address issues like earlier 
repayment of eco loans by some herders. During the project, two herders have repaid the 
loan before August much earlier than the December animal census which jeopardized the 
enforcement of herd size reduction agreements they have signed with the soum governor. 
Although, these herders have continued their efforts to reduce the herd size after repaying 
the loan and reached it, this behavior is highly avoidable in the sense that it steals other 
herders’ opportunity to participate in the project and there is no guarantee that such herders 
can enforce the herd size reduction agreements after repaying the loan.     

 
Feasibility of Livestock Risk Management Fund /LRMF/: 

• Herders are willing to pay their LRMF contributions as long as they get clear understanding 
of benefits and ways to participate and are assured that they will benefit from LRMF as 
designed  

• LRMF as a tool to mobilize financial resources and spend them back on local pastureland 
land and livestock risk management using public-private partnership /PPP/ principles 
proves to be generally feasible with further refinements. Herders pay voluntary 
contributions (62.5% of the total LRMF revenue) in the sum of MNT 500 per sheep unit 
and the project contributions in the sum of MNT 300 per sheep make 37.5% of the total 
LRMF and they are used as a leverage for herders to pay their contributions to allow herders 
to get back MNT 665 per sheep unit which is 33% increase of what they have paid 
/665/500=1.33/. 

• The soum khural approved ‘Sustainable livestock Development Program’ obligated the 
soum governor to make sure that the project contributions in the Year 1 /2019/ is replaced 
by the soum budget funding starting from Year 2 /2020/. The soum governor kept saying 
that these resources will come from the governor’s reserve fund. Given the general local 
budget difficulties and dependency of the soum budget on subsidies from the above this 
issue is still challenging and needs further refinement. Especially, the support from the 
aimag and central government bodies such as Ministry of Food, Agriculture and Light 
Industry /MOFALI/ and the Ministry of Finance /MOF/ is needed to fully institutionalize 
LRMF at the soum level.      
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• Financial management issues around the collection and expenditure of LRMF revenues 
need further refinement and more efforts are needed to fully institutionalize LRMF to make 
it sustainable in the long-term 

• The project’s technical capacity building is not enough and more efforts are needed to 
ensure institutional and financial sustainability of monitoring and evaluation of herders 
LRMF proposals and their implementation.  

 
Feasibility of Livestock Quality Examination and Certification Point /LQECP/: 
• Herders can be organized into a marketing body to undertake livestock and livestock 

product sales in an organized way if proper incentive mechanisms are in place  
• Attracting a processor willing to cooperate with herders’ organization in animal sales was 

also proved to be feasible if benefits from such cooperation  are clear and assured to the 
processor. In case of the Erdene Khuns, it voluntarily cooperated with the project in 
expectation of cost savings from purchasing animals from one point instead of collecting 
them from individual herders and potential price premiums it can get from end buyers for 
selling properly examined and certified animals. In this expectation it has paid higher prices 
for animals collected at the point.  

• The pilot has proved that general market environment especially formal export regulations 
are crucial for designing and implementing any procurement system of livestock raw 
materials. MOFALI’s decision to ban meat export to China in the middle of the peak animal 
sales season was a key reason for LQECP to fall short of operating longer for the benefit 
of project herders selling more animals at better prices on one hand and partnering 
processor, on the other hand, buying more of quality certified animals.   

• Soum administration and private vets were very supportive of the pilot and contributed 
much to its short operation  

• Given the herders’ unwillingness to join/establish formal cooperative due to tax and 
financial reporting burden, a well-supported herders NGO was proved to be at least short-
term feasible solution to the longstanding problem that hinders herders’ cooperation in the 
value chain area.  
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