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SECTOR ASSESSMENT (SUMMARY):  

WATER AND OTHER URBAN INFRASTRUCTURE AND SERVICES  
 

A.  Sector Performance, Problems, and Opportunities 
 

1. In 2015, urbanization in Mongolia reached an estimated 68.0% (2.05 million out of a total 
population of 3.00 million).1 The urban economy grew by an estimated annual average rate of 
over 10.0% during 2010–2014, and now accounts for 68.0% of total gross domestic product 
(GDP). However, the urban sector is dominated by the capital city, Ulaanbaatar, which contains 
almost half the national population and over two-thirds of the urban population, and accounts for 
64.0% of GDP. The project aimags (provinces), with an aggregate urban population of about 
95,000, represent examples of rapidly growing second-tier cities and together make up some 
5.0% of the national urban population. Dornogovi and Umnugovi have shown above-average 
increases in population and share of GDP. In both Arkhangai and Uvurkhangai, population and 
GDP growth was at or above the national average outside Ulaanbaatar. 
 
2. The migrant population in urban areas has created a unique urban phenomenon, as most 
new urban residents move to informal settlements—ger (traditional tent) areas. Mongolian cities 
comprise two distinct patterns of residential districts, each of which is highly correlated with the 
degree and incidence of both income and quality-of-life poverty. The first pattern comprises 
planned areas based on Soviet-style urban design, encompassing medium-density, multi-family 
apartment housing around public open space. The second comprises low-density ger 
areas—informal settlements characterized by long strips of large (usually 700 square meters) 
khashaas (unserved or underserved plots) and accessed along wide dirt roads.  
 
3. The core areas are served by reticulated water supply connections and a sewer network. 
Most ger areas are served by water kiosks, supplied either from water mains or by water trucks, 
sometimes by local wells. Sanitation in ger areas is typically in the form of on-plot pit latrines, 
causing soil and groundwater pollution. Mostly, wastewater is not collected from ger areas 
because pipe network expansions are costly in low-density areas. In general, the lack of services 
leads to harsh and unsanitary living conditions in ger areas. The core areas of each of the project 
cities are served by a reticulated water supply system fed from networks of boreholes; these 
provide groundwater that is generally of good drinking-water quality. The raw water is generally 
pumped to ground tanks from which supply is made to (i) commercial and institutional 
establishments within the core areas of the cities; (ii) households (mainly apartments) that have a 
connection to the supply; and (iii) water kiosks, which serve some of the ger areas. All project 
cities also have water kiosks in ger areas that are served by tanker trucks and where the same 
public utility service organization provides water supply to both core and ger areas. 
 
4. All project cities have a sewerage network that serves the core area. These are separate 
sewer systems, i.e., sanitary sewage and surface water are being served by independent 
networks. The sewers generally have a diameter of 150–350 millimeters, are of varying materials, 
and constructed over the past 30 years. Most of the materials used are concrete and polyvinyl 
chloride (PVC). In view of their young age, the sewer systems are in good condition and do not 
need replacing. Furthermore, the low sewage flow rates both now and in the short-to-medium 
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term make replacements to accommodate increases in flow rates unnecessary. None of the 
cities produces any industrial wastewater to speak of, since small industries that existed in the 
past are generally no longer functional. Small processing units, including small tanneries, do 
exist in Arvaikheer, Sainshand, and Tsetserleg, but these already operate their own treatment or 
pre-treatment plants. Some of these plants discharge pre-treated waste into the public sewer, so 
systems will need to be strengthened to ensure that the pre-treated effluents comply with the 
prescribed standards for discharge to a public sewer. 
 
5. All project aimags have existing wastewater treatment plants that employ waste 
stabilization (oxidation) ponds as the main biological treatment method. All plants include 
anaerobic units as a primary mode of treatment, and include facultative and maturation units in a 
series to improve treatment efficiency. The pond systems are preceded in some cases 
(Avairkheer, Chinggis, and Sainshand) by preliminary and primary treatment processes, but in 
these cases the preliminary treatment units are no longer fully operational. In all cases, the 
following conditions are observed (i) the preliminary and primary treatment units (largely 
constructed in the 1990s) are generally of poor construction quality, and are no longer operational 
(apart from manual screens); (ii) the pond systems are generally in a poor state of repair, and 
frequently are not operated in the designed configuration (iii) some primary units are functioning 
poorly due to failure to remove sludge; (iv) problems are experienced in the winter when the 
wastewater freezes and retention volumes in the pond systems are insufficient to accommodate 
the design flow, resulting in ponds being overtopped; (v) Operational problems are experienced 
year-round, namely during the spring, with strong odors being generated from the pond units as 
the methanogenic phase of digestion is slower than the acid-forming stage; (vi) The state 
inspection agency, which is responsible for inspection of waste treatment facilities, is constantly 
reporting on the failure of the existing treatment plants to achieve the required effluent discharge 
standards. 
 
6. In summary, the current wastewater treatments are not fully operational. The treatment 
systems (i) are in a poor state of repair, (ii) have technology that is not suitable for the climatic 
conditions, and (iii) do not provide a consistent level of treatment that meets wastewater 
discharge standards. In addition, growth in these aimag centers (provincial capitals) is now 
strong because the government supports an aggressive program of apartment construction. This 
will lead to significant increases in wastewater flows by the mid-2020 as new apartment block are 
occupied, exceeding the capacity of most of the existing treatment plants. 
 
B. Government’s Sector Strategy  
 
7. The Government of Mongolia has not articulated a specific strategy for development of 
the urban sector, and for water and other urban infrastructure and services. However, related 
government policies, strategies, and legislation do exist: 

(i) National Development Strategy, 2007–2021: structured around achievement of 
the Millennium Development Goals (MDGs), and subsequently of the Strategic 
Development Goals; 

(ii) Regional Development Concept, 2001–2010 and the related Law on Regionalized 
Development Management and Coordination: enacted in 2003; 

(iii) Government Platform Action Plan, 2012–2016; 
(iv) amended Law of Mongolia on Municipal Water Supply and Wastewater Treatment 

Operation, enacted in 2011, and establishment of the Water Services Regulatory 
Commission of Mongolia in 2012; 

(v) Green Development Policy of 2014: calling explicitly for the development of green 
cities in urban settlement that ensure comfortable human living and development 
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opportunities and have smart energy, heating, water supply, communication, 
public transportation, and optimal waste management infrastructure; 

(vi) National Economic Development Strategy: being drafted by the National 
Development Institute under the guidance of an inter-agency working group and to 
be completed by the end of 2016; and 

(vii) National Roads Master Plan to 2020: defining connectivity improvements across 
the country, which will affect the role of aimag centers. 
 

8. The National Development Strategy stresses the need to ensure rapid and sustainable 
development based on a market economy, and to actively develop infrastructure to reduce 
urban–rural disparities. The strategy highlights as one of its key objectives the allocation of funds 
in accordance with priority and sector needs, monitoring of spending, and efficiency control. The 
Medium-Term Strategy on Regional Development, 2001–2010 called for better-balanced 
regional growth. This strategy sought to direct funds toward the development of selected urban 
centers in each of the five regions. In 2012, the Ministry of Construction and Urban Development 
launched the soum center development project, which was intended to provide new 
administrative centers (i.e., school, hospital, and government buildings) to a number of strategic 
soum centers. (A soum is an administrative subunit of an aimag; its capital is called a soum 
center.) However, the continuing (and accelerating) primacy of Ulaanbaatar, stagnation in the 
growth of most other major urban centers (including Darkhan), and focusing of non-Ulaanbaatar 
growth in towns impacted by major mining investment (e.g., Erdenet and the towns of South 
Gobi) demonstrates the limited success of these strategies. 
 

9. The Government Action Plan, 2012–2016 includes the following policy objectives for the 
urban sector: (i) improve centralized heating, water supply, and wastewater systems for people 
living in aimag centers to ensure that they live a comfortable life; (ii) carry out replanning of the 
urban areas with community involvement, and implement housing programs by providing 
centralized solutions to ger district issues concerning electricity, drinking water, and vehicular 
road, and other infrastructure elements, either making them independent or recoverable through 
installments; (iii) carry out technological renovations in water supply, drainage, and sanitation 
facilities; (iv) take measures to enforce the law on water supply and sewer use in towns; and (v) 
introduce technologies to treat and reuse industrial and household wastewater. 

 
10. The government is pursuing an ambitious reform agenda in the water and wastewater 
sector, assisted by the Asian Development Bank (ADB). Based on the amended Law of Mongolia 
on Municipal Water Supply and Wastewater Treatment Operation, Article 9 (2011), a Water 
Services Regulatory Commission was established. The head of the commission and the 
members were appointed by Prime Ministerial Resolution No. 56 of 30 May 2012, with duties to 
(i) regulate the tariff systems for water supply and sewerage system service, (ii) analyze and 
approve tariffs for cities based on requests by their utility companies, and (iii) approve regulation 
of water supply and sewerage entities. The commission investigated the issue of water supply 
and sewerage tariffs, and proposed a system of reform that would progressively increase tariffs, 
to fully recover operation and maintenance costs and, thereafter, to cover the costs of 
depreciation. The recommendations include (i) a structure that provides for both fixed and 
variable tariffs; and (ii) an immediate substantial increase in tariffs and, thereafter, progressive 
tariff increases to support the sustainable operation of water and wastewater management 
systems. However, legal issues prevent to this day the implementation of the reforms 
recommended by the Water Regulatory Commission. 
 
C.  ADB Sector Experience and Assistance Program  
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11. ADB has been a leading agency in funding both technical assistance and loan projects in 
the urban sector, with the primary objective of supporting the government in achieving the 
Millennium Development Goals (MDG) by providing sustainable services in secondary cities and 
towns. As of December 2015, ADB had approved (i) 1 grant-financed project, (ii) 4 loan-financed 
investment projects for a total of $103.8 million, (iii) 1 multitranche financing facility for 
$163.7 million, and (iv) 15 technical assistance projects totaling $10.5 million. ADB also provided 
two grants from the Japan Fund for Poverty Reduction totaling $3.7 million for assisting ger 
areas and remote rural communities. ADB’s urban sector program has sought to achieve (i) 
better living conditions for the urban poor, (ii) better access for the poor to basic services, (iii) 
better urban environmental conditions, and (iv) better urban planning. Urban sector outputs 
included (i) upgrading low-income housing, (ii) providing services to marginal urban areas, and 
(iii) formulating an urban sector strategy. 
 
12. ADB’s prior support has yielded important lessons. First, institutional weakness is a key 
constraint both to timely and efficient execution of projects and to long-term sustainability of the 
assets created. Second, lack of government policy on the delineation of intergovernmental fiscal 
relations is an important constraint on efficient resource allocation. Third, local governments are 
unable to borrow from international financial institutions and other lenders, limiting their access to 
funds for urban development. Fourth, lack of procurement capacity should be addressed during 
project preparation. Fifth, the short construction period needs to be factored in when the 
implementation schedule is formulated. Finally, projects have had variable success in raising 
tariffs for urban services, resulting in underfunding of operation and maintenance.  
 
13. ADB’s support will contribute to the higher-order country partnership strategy objectives 
of improved investment efficiency, inclusive social and private sector development, good 
governance, and environmental sustainability. Investment in water supply and wastewater 
management infrastructure has contributed to the achievement of the MDGs, and will 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 stronger governance and provide an opportunity for a greater 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 a better targeting of investments. 

 
14. Rapid economic growth in Mongolia, led by the mining industry, presents a number of 
opportunities in the urban sector. A key challenge is 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. Support 
in Ulaanbaatar will focus on efforts to step up urban planning and infrastructure upgrades in ger 
areas, and boost service provision in water supply and wastewater management. Building on its 
past activities, ADB will support urban planning and upgrades of infrastructure in aimag and 
soum centers that are required to serve selected economic corridor development. 
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Problem Tree for Water and Other Urban Infrastructure and Services  

Poor living conditions in urban areas and the degradation of urban environments 
caused by groundwater and surface water pollution  

Municipal wastewater management 

infrastructure services do not meet growing 

demands for sustainable urban development in 

the project soums 

Inadequate coverage and poor quality effluent 
due unsatisfactory and inadequate treatment 

facilities and sludge management 

Inadequate 
wastewater collection 

and pumping 

Inadequate 
wastewater treatment 

if facilities not replaced 

Weak skills in 
environmental 
planning and 
management  

Unsanitary conditions 
and risks of 

waterborne diseases 
in project soums 

Polluted ground and 
surface water and no 

opportunity for effluent 
reuse 

Lack of training and 
educational institutions  

Limited institutional capacity of  
wastewater and environmental  

management 

Dated sewer system 
and pumping stations 

Dated domestic and 
commercial 

wastewater treatment 
facilities 

Limited capacity of 
project planning and 

management 

Polluting domestic and commercial wastewater and  
lack of public awareness of environmental protection and public health  

in project soums 

Water pollution and potential loss of ground and 
surface water resources   

Lessened attractiveness of living conditions and 
potential loss of skilled labor 


