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SECTOR ASSESSMENT (SUMMARY) WATER SUPPLY AND OTHER MUNICIPAL 
INFRASTRUCTURE AND SERVICES1

1. Ulaanbaatar dominates the urban sector, which is characterized by severe disparities in 
levels of service between the central formally planned (apartment) areas and peripheral 
unplanned (ger) areas. The urban population stands at about 1.66

 
 
A. Key Issues in the Sector 
 

2 million, or 61.8% of the total 
population of 2.68 million, with 1.07 million (almost two thirds of the urban total) living in the 
capital city of Ulaanbaatar. Since 2000, most urban growth has been absorbed by Ulaanbaatar, 
which grew at a rate of 2.76% between 2005 and 2008, compared to less than 1% in other 
urban centers.  Strong economic growth from 2002-2011 has contributed to a decreasing trend 
in urban poverty in Ulaanbaatar, with the reported incidence falling from 27.3% in 2002–20033 
to 21.9% in 2007–2008,4

 

 although poverty incidence in aimag (province) centers remains at 
about 34.9% and soum (district) centers at about 42.0%. An estimated 50% of the urban 
population has access to household water supply through centralized distribution networks in 
planned areas 24 hours a day, 7 days a week, whereas ger areas rely largely on water kiosks. 
In the ger areas, water usage averages between 7 and 10 liters per capita per day—less than 
half the World Health Organization-recommended minimum. Only central areas have sewage 
systems, with ger areas relying almost exclusively on unimproved open pit latrines or open field 
defecation. In the subsectors of solid waste management, district heating, and hot water supply, 
a similar disparity exists between adequate service in planned areas and no service in ger 
areas. Many of the piped networks in planned areas are in urgent need of rehabilitation because 
of ineffective design and lack of maintenance. 

2. Major sector issues include (i) a distorted and poorly functioning urban planning system 
and land market; (ii) a lack of rigor, transparency, and accountability in urban planning and 
investment decision making; (iii) a deficiency in the availability, quality, and coverage of urban 
infrastructure and services, especially in ger areas; (iv) a lack of adequate planning and 
resources to service rapidly growing urban areas—Ulaanbaatar and those associated with 
mining and trade (particularly in South and East Gobi); (v) inadequate cost recovery and poor 
financial management of public services; (vi) lack of capacity of local governments to plan and, 
through the service organizations, to provide and operate urban infrastructure and facilities; (vii) 
inadequate focus on urban environmental problems, particularly in Ulaanbaatar; and (viii) 
inadequate attention to, and allocation of sufficient resources for, maintenance of key 
infrastructure assets.  Fundamentally, these issues are the result of (i) the lack of a well-defined 
and coherent approach to urban development; (ii) retention of planning systems and 
approaches that are better suited to a centrally planned economic system than a “free market” 
economy; (iii) a distorted land market and dysfunctional land allocation policies; and (iv) 
incentive structures for the delivery of urban infrastructure and services, which are not well-
aligned with the need to increase the coverage, quality, and reliability of urban services. 
 

                                                
1 This summary is based on ADB. 2008. Review of Investment Planning, Monitoring and Evaluation. Urban Sector 

Road Map. Manila. 
2 National Statistical Office of Mongolia. 2008. Mongolian Statistical Yearbook. Ulaanbaatar. 
3 National Statistical Office of Mongolia. 2004. Household Income and Expenditure Survey/Living Standards 
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4 National Statistical Office of Mongolia. 2009. Household Socio-Economic Survey, July 2007–June 2008. 
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3. Urban areas in Mongolia are characterized by low density development that has an 
impact on service cost and efficiency and contributes to high per capita carbon emissions.  Even 
in the planned centers of urban areas, services are characterized by inefficiency and poor cost 
recovery. Mongolia’s cold climate, correspondingly high energy demand, and reliance on coal 
for power further contribute to carbon emissions.  There are several opportunities for win-win 
investments that can increase urban service efficiency and reduce greenhouse gas emissions: 
(i) improving urban planning (toward more efficient and compact urban areas), (ii) improving 
service efficiency (particularly in water, wastewater, and district heating), (iii) bringing ger areas 
into service catchments, and (iv) supporting the development of efficient public transport. 
 
B. Government’s Sector Policy and Planning Framework 
 
4. The Government of Mongolia has not articulated a specific strategy for the development 
of the urban sector. However, there are elements of existing government policy, strategy, and 
legislation that imply a trajectory for growth and development of the urban sector and suggest 
where priority investment should be focused in the short- to medium-term. The most important 
of these are (i) the National Development Strategy that covers the period 2007–2021 and is 
structured around achieving the Millennium Development Goals (MDG); (ii) the Regional 
Development Concept and related Law on Regionalized Development Management and 
Coordination, and Medium-Term Strategy on Regional Development 2001–2010, which calls for 
better-balanced regional growth; and (iii) the Government Action Plan 2008–2012, which 
focuses strategically on: (a) upgrading the quality of public services, (b) deepening sector 
reforms, (c) sustaining private sector-led economic growth, (d) reducing development 
disparities, (e) improving living standards for families, and (f) supporting civil society’s 
contribution to development. 
 
C. Government’s Institutional Arrangements and Capacity in the Sector 
 
5. The Ministry for Road, Transport, Construction and Urban Development has overall 
responsibility for urban development, including assistance to local governments in urban 
planning and development, land administration, construction, and public services. Local 
governments have direct responsibility for planning, programming, and carrying out urban 
development activities but have limited financial and institutional resources to effectively fulfill  
these responsibilities. Service organizations are responsible for the water supply, wastewater 
management, district heating, and solid waste management services. Under recent legislation, 
these organizations are to be progressively privatized. Sector capacity is constrained by the 
small and widely dispersed nature of sector institutions. 
 
D. ADB Sector Experience 
 
6. The Asian Development Bank (ADB) has been a leading agency in funding both 
technical assistance and loan projects in the urban sector with a primary objective of supporting 
the government’s drive toward achieving the MDGs by providing sustainable services in 
secondary towns. As of December 2011 ADB had approved one grant-financed and five loan-
financed investment projects amounting to $92.1 million, 13 technical assistance projects 
amounting to $8.5 million, of which seven were for loan preparation and six for capacity building, 
institutional strengthening, and policy support. ADB also provided two grants from the Japan 
Fund for Poverty Reduction amounting to $3.7 million for assisting ger areas and remote rural 
communities. ADB’s urban sector program has sought to achieve (i) improved living conditions 
for the urban poor, (ii) improved access of the poor to basic services, (iii) better urban 
environmental conditions, and (iv) improved urban planning. Urban sector outputs included (i) 
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upgrading low-income housing, (ii) providing services to marginal urban areas, and (iii) 
formulating an urban sector strategy. 
 
7. Key lessons from ADB’s prior support are (i) institutional weakness is a key constraint 
both to timely and efficient execution of projects, and to long-term sustainability of the assets 
created; (ii) lack of government policy regarding the delineation of functions and 
intergovernmental fiscal relations is an important constraint to efficient resource allocation; (iii) 
local governments are unable to borrow from international financial institutions and other 
lenders, which limits their access to funds for urban development; (v) projects have had only 
limited and variable success in raising tariffs for urban services, resulting in underfunding of 
operation and maintenance. The issue of tariffs is complicated by (i) the high cost of servicing in 
some (and particularly the ger) areas, and (ii) the government’s willingness to subsidize service 
tariffs. 
 
E. Role of Other Development Partners in the Sector 
 
8. Donor support for water supply and other municipal infrastructure and services 
commenced in the early 1990s and has progressively increased in recent years. Key donors 
active in these areas are the World Bank (urban services and space heating in Ulaanbaatar), 
the Japan International Cooperation Agency (master plan, solid waste management, and ger 
area improvements in Ulaanbaatar), German development cooperation through GIZ (formerly 
GTZ) (ger area improvements and energy-efficient housing), the United Nations Development 
Programme (urban governance), and the United States Agency for International Development 
(housing). In addition, the Millennium Challenge Account provides assistance in the areas of 
urban property rights and air pollution reduction. 
 
F. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
9. There is a strong need to continue support for water supply and other municipal 
infrastructure and services to sustain and stimulate balanced growth and for cities to be engines 
for creating jobs and diversifying economic activity. In support of the government’s sector 
policies, ADB’s key sector outcome is greater availability of municipal services and improved 
living conditions in urban areas. ADB engagement will focus on (i) achievement of MDG targets 
for improved access to water supply and sanitation; (ii) more sustainable urban service 
provision through improved efficiency of service providers in public transportation, water supply, 
sanitation, solid waste management, district heating, and other urban services; (iii) enhanced 
investment in operation and maintenance; (iv) improved urban environment, particularly 
improved air quality and reduced soil and water pollution; (v) more equitable economic 
development through improved regional balance in urban development; (vi) more efficient 
resource use through better directed investment in the urban sector; and (vii) more efficient 
urban development and urban planning. 
 
10. The key sector output to which ADB will contribute is expansion and efficient delivery of 
basic urban services in selected aimag towns and Ulaanbaatar. ADB will support (i) urban 
planning and development in regional urban centers, investing where return is greatest (in urban 
communities that support economic activities such as trade and mining operations, and 
agglomeration of varied economic activities); (ii) development of a high-quality prioritized 
pipeline of municipal infrastructure and service investments through improved urban planning 
systems and investment feasibility assessment; (iii) improved urban planning and land use in 
key areas including Ulaanbaatar; (iv) improved public transport in Ulaanbaatar to enhance 
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urban efficiency and reduce air pollution; and (v) improved water supply and sanitation in urban 
areas to improve the coverage and quality of service and support climate change adaptation. 
 
G. Links to Country Partnership Strategy Outcomes and Other Sectors and Themes 
 
11. ADB’s support, and its anticipated outcomes, will contribute to the higher-order country 
partnership strategy objectives of improved investment efficiency, inclusive social development, 
private sector development, good governance, and environmental sustainability.  Investment in 
the water supply and wastewater management subsectors will contribute to the achievement of 
the MDGs, improve the urban environment, and support inclusive social development. Helping 
to improve the performance of urban service providers and supporting the urban transportation 
system will contribute to improved governance and provide an opportunity for an enhanced role 
for the private sector in urban infrastructure and service provision. It will also contribute directly 
to the climate change objectives of lowered greenhouse gas emissions. Support in urban 
planning and prioritization, feasibility work, and packaging of urban investments will contribute to 
good governance and to the better targeting of investments. 
 
H. Indicative Areas for Interventions 
 
12. Rapid economic growth in Mongolia, led by the mining sector, presents a number of 
opportunities in the urban sector. A key challenge will be to identify quality projects that can 
generate the economic and financial benefits to justify borrowing on ordinary capital resources 
terms and establish an institutional and policy framework that attracts private sector 
participation. Building on its past support, ADB will provide support for urban planning and 
upgrading of infrastructure in aimag centers and soums that are required to serve mining-related 
and trade corridor-related economic development. This will commence in southeast Gobi with a 
focus on aimag centers and major soum centers. Further investments in water supply, 
wastewater management, solid waste management, and district heating could be made through 
a municipal development fund that would focus on urban services infrastructure. 
 
13. Support in Ulaanbaatar will focus initially on addressing (i) urban transport and air quality 
through investment in public transportation (see transport sector assessment), (ii) enhanced 
service provision in the water supply and wastewater management subsectors, (iii) enhanced 
urban planning and infrastructure upgrading in ger areas, and (iv) policy, legislative, and 
institutional issues. These would be multi-staged interventions, possibly using multitranche 
financing facilities, and would support efforts toward climate change adaptation by encouraging 
water reuse. 
 
I. Monitoring Mechanism 
 
14. At the outcome level, key indicators are (i) contributing to the achievement of the MDGs, 
(ii) enhancing socioeconomic development, (iii) continuing reductions in urban poverty, and (iv) 
reducing disparity in per capita domestic product between Ulaanbaatar and other urban areas. 
Outcomes in ADB-supported areas could be compared with areas not benefiting from ADB 
support. At the output level, indicators would include the improved quality, coverage, and 
reliability of urban services and increased service sustainability.  This would be recorded in 
figures on water supply, sewerage and district heating coverage, vehicle use and potable water 
wastage and consumption, and financial performance indicators for service providers. 
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Problem Tree for Water Supply and Other Municipal Infrastructure and Services 
 

 
 

 
 

 

Urban development constrained 
by weak municipal services and 

inefficient land use 
 

Very poor solid 
waste 

collection 

Lack of investment 
in network services 

Lack of cost 
recovery 

Limited planning 
capacity 

Deteriorating 
infrastructure 

assets 

Enforcement of 
planning is weak 

Land use inconsistent 
with master plan 

Poor pay more 
for services  

Lack of clean and 
efficient public 

transport 

Urban 
sprawl 

Air pollution and traffic 
congestion 

Lack of network 
economies 

Limited 
management 

capacity 

Operational and 
allocative inefficiency 

Low quality of life for 
urban residents 

High incidence of 
respiratory disease 

Cities constrain 
national growth 

Hardship for the 
poor 

Reduced labor 
productivity for all 

Low coverage and service 
quality for water and 

sanitation in ger areas 

Lack of investment 
in network services 

Effects 

Causes 

Core Problem 



6 

 
Sector Results Framework (Water Supply and Other Municipal Infrastructure and Services, 2012–2016) 

 
Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Sector Outcomes with 
ADB Contribution 

Indicators with Targets 
and Baselines 

Sector Outputs with 
ADB Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing ADB 
Interventions 

Main Outputs Expected 
from ADB Interventions 

Greater availability of 
municipal services and 
improved living 
conditions in urban 
areas 
 

65% of urban population 
with access to potable 
water supply by 2016 
(2008 baseline: 46%) 

40% of urban population 
with access to adequate 
sanitation by 2016 (2008 
baseline: 27%) 

Average water 
consumption in ger areas 
at 10 l/c/d by 2016 (2010 
baseline: 6.5 l/c/d) 

Prevalence of intestinal 
and pulmonary infections 
decrease 15% by 2016 
(12,000 cases in 2010) 

 

Basic urban services in 
selected aimag towns 
and Ulaanbaatar are 
expanded and delivered 
with greater efficiency  

 

60 km of water supply 
pipe and 50 km of 
sewage pipe 
constructed or under 
construction by 2016 

Ulaanbaatar water and 
sewage operator’s per-
unit operational costs 
decrease 10% by 2018 
(2010 baseline: $0.28 
per cubic meter of water 
sold) 

Densification in targeted 
ger areas increased to 
200 persons per ha by 
2018 (2010 average 
baseline: 50 persons 
per ha) 
 
Improved and 
integrated district plans 
are produced, and ger 
area development is 
fully integrated in 
Ulaanbaatar’s master 
plan by 2016. 

 

Planned key activity areas: 
Water and sanitation 
infrastructure (80% of funds) 
Other municipal infrastructure 
(20% of funds) 
Pipeline projects with 
estimated amounts: 
Ulaanbaatar Urban Services 
and Ger Area Development 
Program (MFF) ($185 million) 
Urban Services capacity 
development TA ($1.2 million) 
Ongoing projects with 
approved amounts: 
Urban Development Sector 
Project ($28 million)  
Southeast Gobi Urban and 
Border Town Development 
Project ($15 million) 
 

Planned key activity and 
pipeline projects: 
About 100 km of water 
supply and sewerage 
pipeline built 
Assistance for 
strengthened contractual 
and regulatory 
arrangements for 
delegated delivery of 
efficient water and 
wastewater services 
Assistance for upgrading 
urban planning system 
Ongoing projects: 
14 water supply bore 
wells, two reservoirs, 
about 110 km of water 
mains, 48 km of sewers, 
10 heating boilers, and 19 
km of heating pipeline 
installed 
47 water kiosks, 14 km of 
paved roads, six solid 
waste landfill sites, and 2 
km of storm water 
drainage constructed 
 

ADB = Asian Development Bank, ha = hectare, km = kilometer, l/c/d = liters per capita per day, MFF = multitranche financing facility,  TA = technical assistance. 
Source: Asian Development Bank estimates. 




