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SECTOR ASSESSMENT (SUMMARY): MULTISECTOR  
(URBAN TRANSPORT, WATER SUPPLY AND SANITATION, AND OTHER MUNICIPAL 

SERVICES)1 
 
Sector Road Map 

 1. Sector Performance, Problems, and Opportunities  

1. Kazakhstan’s population of about 16 million is spread out unevenly. About 54% resides 
in urban areas—one of the highest urban ratios in Central Asia. The population is growing at 
1.3% per annum but is decelerating and is expected to reach 17.6 million by 2020. Institutional 
reforms and infrastructure investments are strongly needed to address the country’s aging and 
dilapidated municipal infrastructure. However, since the breakup of the former Soviet Union, 
Kazakhstan’s investment drive in the country’s urban sector has been focused mainly in the 
cities of Astana and Almaty. This has created a significant imbalance in urban development, 
with these cities having received up to 80% of annual fiscal transfers from the central 
government.  
 
2. Outdated, derelict, and inefficient municipal infrastructure and services need to be 
upgraded and modernized urgently. An integrated approach to infrastructure development and 
institutional reforms, supported through sovereign and private sector involvement and 
public–private partnerships (PPPs), is needed. This has to be balanced and coordinated 
between the central government and the regional and city akimats (governments). 
 
3. Key urban sector issues in Kazakhstan include (i) outdated and inefficient utilities and 
infrastructure for urban transport systems, water supply and sanitation (WSS), solid waste 
management (SWM), and district heating;2 (ii) lack of planning and development coordination 
between the central government and the regional and city akimats; (iii) slow institutional, policy, 
regulatory, and tariff reforms to support municipal development; and (iv) weak institutional 
capacity and experience to develop municipal projects suitable for PPP delivery, and lack of 
ability to attract and involve institutional investors and various forms of private sector 
participation. 
 
4. Urban transport. In 2010, car ownership was estimated at 154 cars per 
1,000 inhabitants in Kazakhstan and 290 cars per 1,000 inhabitants in Almaty.3 This is the 
highest in Central and West Asia. Combined with inadequate traffic and parking management, 
the increase in car ownership has led to an increase in road accidents. Old tram and trolleybus 
lines are progressively disconnected because of poor quality of service, and high operation and 
maintenance costs. In most cities, including Astana, the capital city, public transport mainly 
relies on the bus mode and the light railway transit (LRT) networks suffer from serious lack of 
rationalization.  
 
5. Astana and Almaty akimats intend to modernize the urban transport sector. Significantly, 
both cities have initiated some public transport projects, which include: (i) studies of LRT 
projects and networks; (ii) ongoing bus fleet renewal and rationalization of the number of bus 
operators; (iii) renewal of bus shelters with private sector participation; and (iv) the City of 

                                                 
1
 This summary is based on existing Asian Development Bank (ADB) sector knowledge and the government‘s overall 

and sector strategies. 
2
 District heating is a centralized system for distributing heat for residential and commercial heating requirements, 

such as space and water heating. 
3
 The Agency of Statistics of the Republic of Kazakhstan. http://www.eng.stat.kz/digital/Transport/Pages/default.aspx. 
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Almaty’s 5-year sustainable transport program (CAST) funded by the Global Environment 
Facility. In Almaty, the first metro line in the country commissioned in December 2011 was a 
major achievement. However, further action is required to establish and adopt an urban 
transport strategy that will (i) rationalize and develop urban transport networks and systems; 
(ii) improve coordination between relevant government and local authorities in planning, 
monitoring, financing, and implementation; and (iii) introduce legal and regulatory reforms which 
will deliver sustainable transport solutions that include private sector participation. 
 
6. Water supply and sanitation. Some 86% of the Kazakh population has access to 
drinking water and 81% of the population has access to sewerage services. However, water 
supply is irregular or on a scheduled basis. Nonrevenue water caused by system losses ranges 
from 25% to 60% but actual losses may be greater because of lack of metering. Drinking water 
quality is at times noncompliant with regulatory requirements.    
 
7. Action is required to undertake infrastructure replacement and rehabilitation in the 
subsector. Some 75% of assets need replacement—the investment need for Kazakhstan’s 
28 cities has been estimated at $2.8 billion for water supply improvements and $1.3 billion for 
sewage treatment infrastructure improvement. An entity must also be established with authority 
for WSS strategy development and reforms (including tariff reforms), which can coordinate with 
both the central government and regional and city akimats, and promote PPPs in the sector. 
 
8. Solid waste management. A preliminary assessment suggests that all major cities have 
inefficient SWM systems, which are unable to cope with rapid urbanization and economic 
growth. Although both Almaty and Astana have seen some investment and improvements in 
their SWM systems, illegal dumping continues to take place. An estimated $2 billion–$3 billion 
investment is required for the development of this subsector. On average, an estimated daily 
waste of 0.4–0.9 kilograms per capita is generated but the collection rate is low at about 40% to 
60%. Waste is typically disposed of at existing untreated landfill sites. 
  
9. SWM systems in Kazakhstan would be incapable of accommodating municipal and solid 
waste volumes and overall sector demand in the future. SWM development interventions should 
address the development of key SWM infrastructure in the major cities that will (i) handle, 
separate, collect, and process waste disposal safely and properly; (ii) introduce institutional and 
regulatory reforms that will support the development of SWM systems; and (iii) explore potential 
institutional investors and private sector involvement to support evolution of the sector and a 
range of financing solutions. 
  
10. District heating. District heating remains one of the key priorities of the municipal 
services renewal agenda in Kazakhstan. An estimated $3 billion for core investments and up to 
$8 billion of investment for an integrated approach is required for district heating rehabilitation 
and improvement, which covers energy efficiency and housing improvement measures. A 
national program of modernization of housing and utilities for 2011–2020 is aimed at 
rehabilitating and upgrading this subsector.  
 
11. The approach adopted in the former Soviet Union of using large central stations in 
Kazakhstan to provide heat to big and small cities is facing pressure to devolve and modernize. 
As a result of the inefficiency of the old and outdated distributing and piping network, much of 
the heat produced is lost because of leakages, lack of proper thermal insulation, and inadequate 
energy efficiency infrastructure in the housing stock. A concerted intervention to adopt a phased 
rehabilitation and development approach of this important municipal subsector should be 
urgently considered.  
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12. Weak institutional capacity and experience in public–private partnership delivery. 
The government is supportive of PPP development in Kazakhstan. This is highlighted by the 
creation of the PPP Center—a central body based in the capital Astana that develops, assesses, 
and launches potential PPP projects in Kazakhstan. A number of potential PPP projects have 
been developed and some implemented. However, other projects have not yet reached financial 
closure and details of the concession agreements for awarded projects are not disclosed. 
 
13. Kazakhstan has an existing Law on Concessions, enacted in 2006 and amended in 
2008, to support PPP development and delivery in the country. However, its current form is not 
comprehensive and gaps deter private sector investment in PPPs. For example, the 
government retains project assets under the concession and these are not allowed to be 
transferred to the concessionaire during the concession period. This weakens the security 
position of the concessionaire and its lenders. Further, concessionaires only have recourse to 
the imposed levies and other annuity payments from the government, which may not reflect full 
cost recovery and return on capital investment. The government, with assistance from 
international development partners, is working on measures to improve the legislative 
environment to promote PPPs.4 
 
14. Gender. Women in urban areas particularly note problems with heating distribution and 
water supply, and increasing tariffs combined with poor service. These deficiencies increase 
women’s unpaid workload. Improved infrastructure would not only enhance their living 
conditions but increase their time for productive activities. Women would also benefit from 
gender-sensitive urban planning, which takes into account, for example, adequate lighting on 
streets and in common spaces in buildings, safe transport shelters, separate toilet facilities in 
public spaces, and accessibility for prams and wheelchairs. Increased consultation with women 
in project design would help achieve these benefits. 
 
 2. Government’s Sector Strategy 

15. The government’s Strategy 2030 aims to develop Kazakhstan as an economically strong 
and politically stable country. To address the country’s infrastructure gaps and meet the 
objectives of Strategy 2030, the government is encouraging the private sector to take a lead role, 
with state interventions expected to play a supportive but secondary role. This approach in the 
near term could be challenging. An estimated cumulative financing gap in urban infrastructure 
development of $24 billion places an unmanageable burden on the private sector to deliver on 
this huge backlog of needed investments. It also raises the possibility that municipal 
development goals cannot be met with this approach alone and state support and financing will 
be necessary to meet the national infrastructure requirements.   
 
16. The government’s long-term vision is consistent with the reforms and investments being 
implemented in the short term. An example is the WSS subsector, where the privatization policy 
has led to the creation of agencies such as the anti-monopoly agency and the Agency for 
Construction Housing and Utilities which is implementing the Akbulak Water Program, 
2011–2020. However, the government needs to implement further reforms to achieve its 
long-term vision. Critical policy challenges include establishing clear priorities, enhancing the 
effectiveness of rehabilitation programs of municipal infrastructure assets, and seeking financial 
modalities that can support the sustainably of the sector. 
 

                                                 
4
 The Investment Fund of Kazakhstan is spearheading a New Financial Initiative to attract foreign investment to fund 

infrastructure needs and develop successful PPPs. It has focused on the preparation of a new Project Finance Law 
(enacted in December 2011), which includes support for pilot PPP projects.    
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17. In relation to urban transport, strategies are elaborated and approved at the akimat level. 
However, major infrastructure projects are subject to government review and clearance. The city 
of Almaty approved a Public Transport Action Plan, 2008–2012, which the CAST program is 
revisiting and expanding. The newly revised Astana Urban Master Plan comprises an urban 
transport component. The strategy and action plan of both cities focus on the development of a 
long-term multimodal, sustainable, and integrated urban transport system.  

 3. ADB Sector Experience and Assistance Program 

18. ADB sector experience. Asian Development Bank (ADB) engagement in the sector in 
Kazakhstan has been limited to the WSS subsector, which dates back to 2003 with the approval 
of a loan of $34.6 million and a grant of $350,000.5 In 2010, the government requested ADB to 
provide funding support for the proposed Astana Light Rail Project (Phase 2), which is a modern 
tram transport system spanning 10 kilometers that will service up to 25% of the city population. 
The proposed project, included in the assistance pipeline for Kazakhstan, is consistent with 
ADB’s Sustainable Transport Initiative Operational Plan.6  
 
19. Role of other development partners. Other key development partners active in the 
municipal sector include the World Bank, the European Bank for Reconstruction and 
Development (EBRD), and German development cooperation through KfW. The most active 
development partner is the EBRD, which is pursuing small-scale investments in WSS and SWM 
systems of the bigger cities, mainly through a nonsovereign lending window. The EBRD has 
also recently engaged for the first time with the urban transport sector in Almaty on a 
nonsovereign basis through loans to a municipal company. 7  The International Finance 
Corporation (IFC) is pursuing transaction advisory mandates in the municipal sector. The 
Agence Française de Développement and the United Nations Development Programme (as 
agent to the Global Environment Facility) are also looking to support municipal projects in 
Kazakhstan. 
 
20. Links to country partnership strategy outcomes. The country partnership strategy 
(CPS) places a prioritized focus on development of municipal infrastructure and services to 
promote Kazakhstan’s cities as centers of economic growth. The proposed sector investments 
directly contribute to the targeted CPS outcomes of providing enhanced access to high-quality 
municipal services.  
 
21. Indicative areas for interventions. ADB will continue to pursue municipal infrastructure 
investment opportunities in key subsectors such as WSS, urban transport (including Astana 
LRT), district heating, and SWM. ADB will also look at other potential opportunities in markets 
development and logistics to improve Kazakhstan’s regional and international trade. Further, 
ADB will aim to explore opportunities that will unlock and tap alternative funding sources for the 
development of urban infrastructure through municipal finance and private sector financing (via 
PPPs). 
 
22. Monitoring mechanisms. A sector results framework will be used for monitoring. 
Progress on achieving outcomes and outputs will be monitored through portfolio performance 
reviews, project review missions, and project monitoring and evaluation indicators and systems.  

                                                 
5
 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Republic for the Rural Area Water Supply and Sanitation Sector Project. Manila. 
6
 ADB. 2010. Sustainable Transport Initiative Operational Plan. Manila.  

7
 Almaty Electrotrans, a municipal tram and trolleybus company fully owned by the City of Almaty. 
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Problem Tree for Urban Transport, Water Supply and Sanitation, and Other Municipal Services  
 
 
 
 
 

Restricted economic 
growth 

Declining urban 
environment, and living 
and safety conditions 

Inadequate and inefficient urban 
infrastructure  

Weak and uncoordinated 
urban strategy and planning 

Effects 

Core Problems 

Causes 

Limited and inadequate 
funding 

Inefficient water 
supply and sanitation 

system 

Poor solid waste 
management system 

Outdated and 
inefficient district 
heating system 

Inadequate public 
transport and 

insufficient urban 
network management 

system 

Limited private sector 
engagement and 

slow public-private 
partnership 

development  

Limited integrated 
urban planning 

Weaknesses in 
relevant regulatory 

and legal frameworks 

Weak experience in 
delivering 

public-private 
partnership 
transactions 

Weak institutional 
capacity 

Lack of coordination 
between central 

government and local 
authorities 

Weak institutional 
capacity 

Low integration 
between transport 

components 

Artificially high 
transport costs 

encouraging private 
transport modes 

Weak regulatory 
framework 

Rapid urbanization 
resulting in high 

waste generation 

Lack of integrated 
solid waste 

management solution 

Old and inefficient 
district heating 
infrastructure  

Lack of metering 
system 

Low tariffs and 
collection rates 

Old and dilapidated 
infrastructure 

High incidence of 
losses and high 
operating costs 

Low tariffs and 
collection rates 

Source: Asian Development Bank. 
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Sector Results Framework: Multisector (Urban Transport, Water Supply and Sanitation, and Other Municipal Services)  
2012–2016  

 
Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with  
ADB Contribution 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing ADB 
Interventions 

Main Outputs Expected 
from ADB Interventions 

Enhanced access to 
municipal services to 
improve quality of life of 
citizens 

 

Urban transport  

25% of Astana’s population 
served by LRT system by 
2016 (2011 baseline: 0%) 
 
Number of public transport 
passenger-kilometers in 
public transport increases 
by 20% by 2016 (2010 
baseline: 125,000 million) 
 
Water supply and other 
municipal infrastructure 
and services 

 
100% of urban residents 
with access to improved 
drinking water by 2020 
(2010 baseline: 86%)

a
 

 
100% of urban residents 
with access to improved 
sanitation by 2020 (2010 
baseline: from 81%) 
 

 

Urban transport, 
water supply, and 
other municipal 
infrastructure and 
services expanded 
and improved 
 
 

 

 

Urban transport 

Rehabilitated or 
constructed 50 km of 
LRT line by 2020 
 
Water supply and 
other municipal 
infrastructure and 
services 
 

5,000 km of water 
supply pipes installed 
or upgraded in urban 
centers 
 
100% of wastewater 
and sewage 
generated in urban 
centers treated by 
2020 
 
2,500 km of sewer 
pipes installed or 
upgraded in the 
urban centers 
 

At least three 
sanitary landfill sites 
developed and made 
operational 
 
 

Planned key activity areas: 

Public transport (67% of 
funds) 

Waste disposal, heating, and 
other municipal services (22%)  

Drinking water and sanitation 
systems (11% of funds) 

Pipeline projects with 
estimated amounts: 

- Astana Light Rail Project 
(Phase 2) (2014: $300 million)  

Astana Light Rail Project 
(Phase 3) (2014: $300 million) 
(standby); PPTA ($800,000) 

Support to Urban 
Infrastructure Development 
(2014: $200 million) (standby); 
PPTA ($500,000) 

Water Supply and Sanitation 
Development Project (2015: 
$100 million); PPTA 
($500,000) 

 

Urban transport 

9 km of LRT line 
completed in Astana 
 
Urban transport sector 
master plan completed in 
Astana  
 
Improved urban transport 
infrastructures benefiting 
500,000 people 
 
Water supply and other 
municipal infrastructure 
and services 
 

Water supply and 
sanitation system 
rehabilitated (targets yet to 
be determined)   
 
Rehabilitation of solid 
waste management and 
other urban services 
(targets yet to be 
determined)   
 
Improved institutional 
effectiveness of service 
providers  

ADB = Asian Development Bank, km = kilometer, LRT = light rail transit, PPTA = project preparatory technical assistance. 
a 

The baseline figures for access to water supply and sanitation for 2010 refer to the total population since separate data on urban population are not available.  
Source: Asian Development Bank. 




