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SECTOR ASSESSMENT (SUMMARY): WATER AND OTHER URBAN INFRASTRUCTURE 
AND SERVICES1 

 
 1. Sector Performance, Problems, and Opportunities 
 
1.  Ulaanbaatar’s ger areas are vast peri-urban areas that have expanded around the capital 
city following rapid rural–urban migration. 2  The ger area population, estimated at 850,000, 
represents 60% of Ulaanbaatar’s 1.4 million residents (about 30% of the country’s population). 
Inadequate urban planning, housing policies, and infrastructure provision have led to loosely 
aligned plots, low-density settlements, and irregular and unpaved pathways. Although some 
settlements are over 40 years old, they lack basic infrastructure and public amenities. In contrast, 
the city center is largely composed of apartment blocks with complete utility services, including 
dedicated heating, water, and sanitation. Income levels in ger areas vary, but most residents are 
from low- and middle-income households. Residents have tenure on 500 square meter (m2) land 
plots, with occupancy averaging 1.8 households per plot.3 Economic activities and services are 
organized around small urban subcenters; these have slowly expanded, but lack adequate 
infrastructure. Consequently, they do not attract private and public investment, are not integrated 
with city center economic development, and do not provide jobs and public services.  
 
2. Conditions in ger areas. Although 60% of ger area residents are willing to move to fully 
served apartment units, they are limited by an oversupply of mid- to high-end residential units and 
undersupply of affordable housing units.4 The affordable housing gap is estimated at 150,000 
units. Poor drainage facilities, unpaved roads, and low-quality houses in ger areas makes 
residents vulnerable to intense floods. 5  Limited access to water (supplied by water kiosks) 
exposes residents, especially the vulnerable, to low temperatures (frozen muddy roads make 
water fetching very time consuming and inconvenient) and an unsecured environment.6 Likewise, 
the use of a pit latrine system and poor solid waste management create soil pollution, which is 
worsened by high summer temperatures.7 Ger area residents remain unconnected to modern 
heating and use wood-, lignite-, or coal- burning stoves, which are expensive and time-consuming 
to operate, and produce large amounts of greenhouse gas emissions and air pollution, especially 
in winter.8 Energy consumption for heating, which is exacerbated by poor building insulation, is 
very high. There are no investments in solar photovoltaic panels, additional building insulation, 
and efficient street lighting, and public space, facilities, commercial areas, and economic 
amenities are lacking.9  

                                                 
1  This summary is based on the detailed sector assessment. Available on request. 
2  Ger areas are named after the traditional Mongolian tent, which houses 44% of residents in these areas. 
3  In 2003, a policy was adopted to give each citizen access to about 700 m2 of land in urban areas. However, the 

average land plot is 500 m2. In January 2016, the mayor ordered a policy to restrict access to urban areas without 
official permits, and in December 2017 extended the control until January 2020. 

4  For low-income households, housing costs are considered affordable if rent or mortgage payments do not exceed 
30% of gross monthly income. Affordability and households’ willingness-to-pay below the seventh income decile are 
both estimated at about MNT1.2 million ($490) per m2 for a 35 m2 apartment, while the average market price was 
about MNT2.6 million ($1,070) per m2, based on the December 2017 currency exchange rate. 

5  Frequent floods are due to degradation of land’s water retention capacity, urbanization in hilly areas with steep 
slopes, and deforestation of watersheds. 

6  Water consumption in ger areas is low: about 10 liters per capita per day (half the minimum recommended by the 
World Health Organization in a similar context). Residents pay 2–10 times more than non-ger area residents. 

7 Households use open pit latrines as the main means of sanitation. Commercial water users usually have septic tanks, 
which are mostly in poor condition. 

8 About 70% of the city’s carbon emissions are from ger areas: 60% from stoves, and the rest from transportation and 
heat-only-boilers in ger areas. Ger area residents spend five times more than city residents on heating.  

9  Mongolia has high solar radiation and an inefficient electricity supply system that relies on fossil fuels, and the use 
of rooftop solar photovoltaic panels to generate power should be promoted.  

http://www.adb.org/Documents/RRPs/?id=49169-002-3
http://www.adb.org/Documents/RRPs/?id=49169-002-3
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3.  Persistence of current conditions in ger areas. There are several barriers preventing 
ger area residents from moving to affordable, climate-responsive green urban housing, including 
(i) the lack of financial and institutional mechanisms to support comprehensive green housing and 
urban solutions; (ii) inadequate mortgage programs for the majority of low- and middle-income 
households; (ii) lack of investment in public facilities and infrastructure in ger areas; (iii) 
constrained investments in photovoltaic panels because of unsuitable net metering regulations, 
grid regulations that prevent the return of excess power generated, subsidized electricity tariffs, 
high initial investment costs, lack of experience in installation and maintenance, and lack of benefit 
awareness; (iv) barriers related to additional insulation investments (i.e., unmetered heat, 
subsidized heating tariffs, high insulation material costs caused by lack of domestic production, 
and lack of awareness of the return characteristics of insulation and energy efficient buildings); 
(v) lack of low-cost, long-term finance for developers to supply affordable housing that meets the 
borrowing capacity of low- and middle-income households living in ger areas (commercial bank 
loans have high interest rates, short repayment periods, and inadequate credit enhancements); 
(vi) the lack of a large-scale program that can establish and demonstrate best practices and 
procedures in developing modern eco-districts that address climate-related issues; and (vii) the 
lack of fair, participatory, and efficient land swapping mechanisms in promoting onsite 
redevelopment through which residents can move to modern apartment buildings. 
 
4. Opportunities. Affordable housing and green development are high priorities for the 
government and the Municipality of Ulaanbaatar (MUB). 10  The high-end housing market is 
saturated, and developers are seeking opportunities, incentives, and special programs that can 
guarantee a reasonable internal rate of return to invest in affordable housing and green building. 
The extension of main trunk infrastructure in ger areas—supported by the Asian Development 
Bank (ADB)11—provides an opportunity to implement onsite solutions, and provides households 
options to access apartments within their communities (many ger area residents are ready to 
change their way of life.) In November 2017, the government issued a resolution ordering the 
Development Bank of Mongolia to establish the first green development fund to promote green 
urban development and a green economy.12 The availability of a concessional loan and grant 
from the Green Climate Fund can help overcome financial barriers and offer adequate financial 
incentives to drive a private–public partnership for green development.13 
 
 2. Government’s Sector Strategy 
 
5. In February 2013, Parliament approved the Ulaanbaatar City Urban Development Master 
Plan 2020 and Development Directions 2030.14 The development of the new master plan was 
supported by ADB and marks a significant shift in policy.15 The plan integrates ger areas into the 
city development strategy and infrastructure program for the first time. ADB approved the 
multitranche financing facility for the Ulaanbaatar Urban Services and Ger Areas Development 

                                                 
10 MUB is also known as the Governor’s Office of the Capital City Ulaanbaatar. 
11 ADB. Mongolia: Ulaanbaatar Urban Services and Ger Areas Development Investment Program. 
12 The Asset Management Company of the Development Bank of Mongolia will establish and manage the fund. 
13 Green Climate Fund. Project FP077: Ulaanbaatar Green Affordable Housing and Resilient Urban Renewal Project, 

approved by the Green Climate Fund on 2 March 2018 for cofinancing of $50 million (grant) and $95 million (loan). 
14 State Great Khural. 2013. Priorities 1 and 2 of Adjustments to the Ulaanbaatar City Urban Development Master Plan 

2020 and Development Directions 2030. Ulaanbaatar. 
15 These changes have been supported by two technical assistance projects. ADB. 2010. Technical Assistance to 

Mongolia for Ulaanbaatar Water and Sanitation Services and Planning Improvement. Manila; ADB. 2012. Technical 
Assistance to Mongolia for Ulaanbaatar Urban Services and Ger Areas Development Investment. Manila. 

 

https://www.adb.org/projects/45007-003/main
https://www.greenclimate.fund/-/ulaanbaatar-green-affordable-housing-and-resilient-urban-renewal-project-ahurp-
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Investment Program on 12 December 2013, (footnote 11). It supports the Ulaanbaatar city master 
plan in upgrading priority services and developing economic hubs (subcenters) in ger areas. Also, 
MUB established the Ger Area Development Agency (GADA) to redevelop ger areas through 
private sector participation and build 20,000 housing units by 2016; and launched the Ger Area 
Housing Project (GAHP) to support communities in organizing, preparing a land readjustment and 
development plan to attract private sector investment, and produce 6,000 housing units.16 To 
date 1,500 units have been or are being constructed by GADA, and a development plan for nine 
sites has been produced by GAHP, although none have started. In 2017, the Ger Area 
Infrastructure Agency was established to merge the activities of the suspended GADA the 
initiatives of GAHP.  
 
6. The City Housing Program was established in 2014 to integrate all ongoing housing 
activities within MUB. The Affordable Housing Strategy under the City Housing Program is an 
ambitious program that aimed to: (i) provide 78,000 housing units in ger areas; (ii) implement 
urban services on 456 hectares of land; (iii) provide 7,000 rental social housing units for low-
income groups; (iv) create new residential areas for 80,000 housing units; and (v) retrofit 8,600 
old apartment units. To ensure the implementation of the Affordable Housing Strategy and the 
City Housing Program, and coordinate activities among all stakeholders, the City Housing 
Corporation was established in August 2015 by a resolution of the city council representatives.17 
 
7. However, these programs have failed to deliver affordable housing because of a lack of 
implementable solutions and sustainable housing financing mechanisms, and limited private 
sector participation. Commercial bank lending has been inadequate at best, and often favors the 
high-end real estate market. There are currently approximately 3,700 affordable housing units 
available, which is slated to increase to 11,000 units by 2019. MUB plans to establish investment 
funds for green development, affordable housing, and savings funds for targeted population 
groups through the Ulaanbaatar Housing Organization, but sustainable financing mechanisms to 
support affordable housing and green urban development are not yet in place. 
 
 3. ADB Sector Experience and Assistance Program 
 
8. In 1997, the Government of Mongolia and ADB developed a legal and policy framework 
for the housing sector. Under the National Housing Strategy, housing policies were made 
demand-driven, with new standards and regulations, and responsibilities shifted to the private 
sector. 18  In 2001, ADB approved the first housing finance project that introduced long-term 
mortgage lending to Mongolia’s banking system.19 In 2006, the Mongolian Mortgage Corporation 
was set up to create a pool of long-term funds to stimulate secondary mortgage market. Housing 
finance expanded drastically from 2013 to 2017, due to an 8% mortgage program.  
 
9. Since 2010, ADB has been actively engaged with MUB and the government in ger area 
redevelopment and modernization. To date, the ADB program is the first and only large-scale 
infrastructure project being implemented in ger areas. The extension of main trunk infrastructure 
and public facilities under the ADB program is an initial, essential step to promote ger area 

                                                 
16  Funded by MUB, GAHP aims to redevelop 12 sites. It does not conflict or overlap with ADB’s program.  
17  A rental housing program, approved by the Cabinet on 18 June 2015, is intended to improve housing conditions 

and supply rental housing stock that meets residents’ interests and needs, especially those who cannot afford new 
apartments. The program will be completed in 2021, with 16,000 rental housing units to be built in Ulaanbaatar. 

18  In 1999, the government approved the Housing Law, National Housing Strategy, Housing Privatization Law, and 
Condominium Law. 

19  ADB. Mongolia: Housing Finance Sector Loan. The project allowed the establishment of a market-based finance 
system in Mongolia and the first mortgage finance law approved by the Parliament. 

https://www.adb.org/projects/32017-013/main


4 

redevelopment. The ongoing activities under tranche 1 and the design of tranche 2 under the 
program have engaged ADB and MUB in in-depth technical due diligence procedures, community 
engagement process, and urban planning and services reforms that have been translated into 
the current project design. 
 
10. Based on the government sector strategy and ADB’s experience, the project will use 
sector loan modality together with eco-district and block development approaches to combine 
policy reform, stimulate investment, improve private development and community participation, 
and foster a paradigm shift towards resilient urban renewal and affordable green housing.20 It will 
also bridge the gap between green policy objectives and practical investments and support 
replication through sustainable mechanisms and transformative effects. The following key 
solutions will be offered by the project to alleviate current conditions in ger areas. 

(i) The availability of a financial facility to support developers in constructing green 
housing stock will address the issue of the high cost of capital. The creation of a 
revolving fund will ensure that the mechanisms established by the project will 
continue to operate after the implementation period. 

(ii) Mortgage support to the target population will lower the impact of the demand 
barrier caused by low incomes and the high cost of capital. 

(iii) An innovative voluntary land swap plan to assess the value of existing houses and 
offer compensation, in the form of a coupon, will lower the affordability constraint 
and provide ger area residents access to onsite housing through participative 
planning. This will also remove uncertainty in the land acquisition, infrastructure 
access, and building permit process for the developers, and ensure urban planning 
is community-centric. 

(iv) The green building facility will provide grant support for mitigation investments to 
incentivize green building features, and create pilot projects as a basis for 
awareness raising and for policy and regulation reforms. 

(v) Catalyzing initial investment by seeding a critical mass investment to attract eco-
efficient building materials and renewable energy equipment suppliers, as well as 
repair and maintenance service providers, will decrease the cost of energy-efficient, 
renewable energy components. Practical experience and knowhow will also be 
created, thus addressing these systemic barriers. 

(vi) The sector loan will provide a framework for sector reform objectives, remove 
policy and regulatory barriers to climate change adaptation and mitigation, improve 
the supply of and access to green social and affordable housing units, and provide 
sustainable green housing finance. 

(vii) The project will develop dissemination materials to raise awareness and promote 
replication of successful project elements.  

(viii) The project will offer a stable and predictable source of affordable financing, 
guarantee the availability of land, ensure community participation, and reduce the 
risks and uncertainties faced by real estate developers, especially relating to 
economic cycles, urban planning changes, and land acquisition. 

 

                                                 
20 Eco-district development is a highly integrated urban planning and development process at the neighborhood level, 

using local responses to build citywide green and sustainable development. 
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Problem Tree for Urban Development 

O&M = operation and maintenance. 
Source: Asian Development Bank. 
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for ger area 
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conditions, 

especially for 
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Households in ger areas suffer from substandard non-resilient urban environment and do not have access to green affordable housing 
CORE 
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Affordable housing strategies not properly 
implemented 

High construction cost and high 
expected profit margin  
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EFFECTS 

 


