Ulaanbaatar city

THE FIRST DISTRICT COMPETITIVENESS

REPORT

2017

ECONOMIC POLICY AND COMPETITIVENESS
RESEARCH CENTER

3AUNH 3ACTUWMH BOANIOr0, ePCeNAexX
YAABAPbLIH CYQANTAAHbI TEB

@

The Asia Foundation



DAA-339
HHA-65.012.2
Y-295

ULAANBAATAR CITY
THE FIRST DISTRICT COMPETITIVENESS REPORT
2017

Ulaanbaatar. 2017
ECONOMIC POLICY AND COMPETITIVENESS RESEARCH CENTER

San Business Center, 9th floor,
Prime Minister Amar street 29,
Sukhbaatar duureg,
Ulaanbaatar,

Mongolia

Tel: 976-11-321927
Fax: 976-11-321926

E-mail: info@ecrc.mn
Website: www.ecrc.mn | www.aimagindex.mn

Facebook: http://www.facebook.com/ecrcmn
Twitter: http://twitter.com/ursulduhchadvar

Design by: Batu Digital BATU
Printed in: Tushig Design LLC.

ISBN 978-99978-0-610-9

© All rights reserved. No part of this publication may be transmitted in any form or by any
means, including photocopying and recording, or by any information storage and retrieval
system.



CONTENTS

FOREWORD .. ..uuieeininiieeeeeee e aneeeeens 4
GREETINGS ...uttieii e 6
ABBREVIATIONS ... .. i, 8
RESEARCHTEAM . ... ... ..o, 8
PREFACE ... e 9
01 PRINCIPLES OF ANALYSIS AND

METHODOLOGY....................... 12
1.1 PURPOSE OF THE RESEARCH ................. 13
1.2 MEASURING DISTRICT COMPETITIVENESS..... 14
1.3 DATASOURCES......cviriniininiinnnnnns a7
1.4 SURVEYSAMPLING.....covviiiiiinnnnnnns .18
1.5 COMPETITIVENESS INDEX METHODOLOGY.. . 23
02 DISTRICT COMPETITIVENESS

SCOREBOARD ... ... .26
2.1 OVERALL DISTRICT COMPETITIVENESS

INDEX .ttt 28
2.2 COMPETITIVENESS FACTOR

INDEX 29
23  COMPETITIVENESS SUB-FACTOR

INDEX 34
03 DISTRICT COMPETITIVENESS

PROFILES . 40

3.1
3.2
3.3
3.4
3.5
3.6
3.7
3.8
3.9

3.10

04

4.1
42
43
44

4.5

05

5.1

5.2

BAGANUUR ......ccviniiiiiiniiinnen, .42
BAGAKHANGAI ......oooiiiiiiiiiiinns, . 48
BAYANGOL ..oovvvniniiiiieiicieen, . 54
BAYANZURKH ......ooviiniiiiiiiin, . 60
NALAIKH ... 66
SONGINOKHAIRKHAN ............cocoeeene 72
SUKHBAATAR ...ooiiiiiiniiiiiiiiiein, . 78
KHAN-UUL ..o, . 84
CHINGELTEL ..ovviiiiieiiciee . 90
ULAANBAATAR .....ovniniiiiniieine, . 96
STATISTICAL TABLES ................100
QUALITY OF LIFE +vtvviiiiiiieiiieinnns .103
LIVING ENVIRONMENT ........ooouiininni 112
SAFETY AND SECURITY .....ooviinininnin 126
GOVERNANCE ....ovviiniiiiinci, .135
ECONOMIC PERFORMANCE ................. 144
APPENDIX .......................... . 148

DISTRICT COMPETITIVENESS
CRITERIA . . 150



EPCRC

004

THE FIRST DISTRICT
COMPETITIVENESS REPORT 2017

FOREWORD

The Economic Policy and Competi-

tiveness Research Center has been
dedicated to advancing Mongolia's
competitiveness by carrying out
wide-ranging research and advoca-
cy works since 2010.

Our major works, the Mongolia in
World Competitiveness reports and
Mongolia Provincial Competitive-
ness reports are widely considered
as valuable tools for policy makers,
business owners, researchers and
the general public alike. These, and
our other studies -backed by robust
data and reliable sources - have for
many years contributed to a greater
public understanding of the state of
Mongolia’s competitiveness.

Herein we are pleased to present to
you the results and findings of our
new initiative that takes a detailed

FOREWORD

look at the competitiveness of the
capital city, the Ulaanbaatar District
Competitiveness Report.
Competitiveness measures can be
used to define policies and evaluate
the effectiveness of their implemen-
tation across various sectors, as
well as to highlight future develop-
ment opportunities. The first report
is particularly important as it would
enable us to take the first look at
who is performing how.

In Mongolia today rural and urban
disparities have become the norm.
We have an increasingly neglected
countryside, while Ulaanbaatar's
growing overpopulation continues
to create significant developmental
challenges. A precise understanding
of these issues is essential to their
resolution.



EPCRC

THE FIRST DISTRICT FOREWORD
COMPETITIVENESS REPORT 2017

005

(14

Every Mongolian deserves the right to live in a healthy,
safe and comfortable environment, with equal access to
quality public services - regardless of where they live. In
this study, we have analysed the competitiveness of each
of Ulaanbaatar’s nine districts according to five main

factors: quality of life, safety and security, living environ-

ment, governance and economic performance. These

altogether encompass over 150 criteria.

Every Mongolian deserves the right
to live in a healthy, safe and com-
fortable environment, with equal
access to quality public services
- regardless of where they live. In
this study, we have analysed the
competitiveness of each of Ulaan-
baatar's nine districts according
to five main factors: quality of life,
safety and security, living environ-
ment, governance and economic
performance. These altogether en-
compass over 150 criteria.

The competitiveness of Ulaan-
baatar’'s districts, and the city as
a whole, is defined by much more
than its present economic situation
or broad quality of life assessments.
Itis a product of the many different
factors that have been carefully an-
alysed in this study.

On behalf of the research team, |
would like to take this opportunity
to express my sincere gratitude to
the Capital City's Citizens Represen-
tative Khural (City Council) and The
Asia Foundation for their invaluable
support and commitment, without
which we would not have been able
to carry out this important work.

Readers, | wish you great success
with your work and endeavours,
and hope you find this report use-

-
=

Tsagaan Puntsag
Chairman of the Board
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GREETINGS

Ulaanbaatar's rapid development
has left Mongolia with a develop-
ment challenge as over half the
population now resides in the cap-
ital city. The population of Ulaan-
baatar has grown to 1.3 million,

while the original plan for the city
was designed to accommodate only
600,000. Government, business-
es, citizens and members of civil
society are working to grapple the
challenges facing the rapidly grow-
ing city and its associated districts.
These include environmental deg-
radation, making services accessi-
ble to the rapidly expanding Ger
districts around the city, pollution,
and overcrowding of schools and
hospitals amongst others.

For the past three years, The Asia
Foundation has been supporting

GREETINGS

The Economic Policy and Compet-
itiveness Research Center (EPCRC)
on its Provincial Competitiveness
Index reports. This index has pro-
vided government, business and
the public with critical information
on the competitiveness of all 21 of
Mongolia's provinces, to highlight
opportunities and risks, and draw
attention to Mongolia’s rural-urban
divide. We have seen the impact
that this information has had and
the reach it has had at the provincial
level, pushing Provinces (Aimags) to
be more competitive and improve
their scoring on indicators.

The success of the Provincial
Competitiveness report and the
challenges that Ulaanbaatar as the
nation’s capital is now facing, have
led us to now support the EPCRC's
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District Competitiveness Report. We
hope that this report will provide
you the reader with valuable
information on quality of life, living
conditions, security and safety,
governance and economy. Urban
development that benefits citizens
is dependent on socio-economic
progress, good governance and

a healthy environment. The

GREETINGS
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EPCRC has compiled information
that is evidence-based to assess
developmental  strengths  and

weaknesses for each district.
We trust this report will help
decision makers, business
persons, researchers, students,

and citizens in pushing for positive
changes in their communities and
constituencies.

Meloney C. Lindberg
Country Representative
The Asia Foundation-Mongolia
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PREFACE

A new era of urbanization has been
taking place in Mongolia since the
1990s, when the country start-
ed transitioning from a centrally
planned economy to a free market
economy. Considerable migration
to urban areas, especially to the
capital Ulaanbaatar continues to
take place today. Economic, social,
industrial and business environ-
ments are more concentrated in
the cities, resulting in a great dispar-
ity between urban and rural areas,
which in turn is influencing people’s
choices on where to live.

According to 2015 statistics, 68
percent of Mongolia's population
live in urban areas and of those 46
percent live in Ulaanbaatar'. There
is an international standard saying
that if more than 50 percent of a na-
tion’s population live in cities, then
the country is considered to have a
high level of urbanization. Mongo-
lia therefore has a relatively higher
level of urbanization compared to
other countries. The capital city oc-
cupies only 0.3 percent of the total
land area of the country, yet popu-
lation growth in the city is 3-4 per-
cent annually on average and this
trend does not seem to be slowing
down.

Ulaanbaatar has grown to become
the economic and social develop-

PREFACE

009

ment center of Mongolia. About 62
percent of total GDP is produced in
Ulaanbaatar2.

A neglected countryside and too
much burden on the capital city has
created undesirable economic and
social disparities, resulting in dimin-
ishing living conditions, increased
unemployment and poverty as
well as ecological and environmen-
tal imbalances. Overpopulation in
Ulaanbaatar has become a risk fac-
tor for poorer health services and
education, inferior quality of public
services and limited access to them
- to name a few. Curtailing urban
and rural disparities, developing the
countryside and balancing urban
migration are therefore challenges
for Mongolia. Moreover, municipal
services, city planning, and some
aspects of the urban culture all face
a need to be improved or adjusted
promptly and frequently due to the
increasing migration rate and over-
population.

One can say that Ulaanbaatar is the
face of Mongolia, and a reflection
of the country's development lev-
el. The ultimate mission of the city
should thus be to become a city that
prioritizes the needs of its citizens,
assuring healthy, safe and comfort-
able living environments.
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PREFACE

The development of the capital
city directly depends on the devel-
opment of its districts. On the oth-
er hand, citizen participation and
cooperation promise to be foun-
dations for stable and effective
long-term development. Properly
addressing development levels in
the capital, in particular the districts
is a priority. Compiling a participa-
tory and comprehensive database,
which would be useful in defining
effective future agendas and plans
for the ever growing city, is needed.

PREFACE

The Economic Policy  and
Competitiveness Research Center
has taken the initiative to study the
current development level of the
capital city. The competitiveness
of the districts of Ulaanbaatar
have been analysed according
to five main factors: quality of
life, living environment, safety
and security, governance and
economic performance - altogether
comprising over 150 individual
criteria.
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PRINCIPLES OF ANALYSIS AND METHODOLOGY

MEASURING DISTRICT COMPETITIVENESS

Competitiveness is a multifaceted
concept. As a field of study it is con-
tributing to the theory of econom-
ics by including not only economic
indicators, but also other ‘non-eco-
nomic’ factors when measuring the
development progress of countries
and regions. In other words, when
measuring  national,  provincial
and district level competitiveness,
a broad list of criteria, consist-
ing of economics-related and also
non-economics-related factors, are
used.

Ulaanbaatar district competitive-
ness is measured based on this
concept and the most relevant and
inclusive indicators are chosen for
the purpose of compiling a compre-
hensive study.

Cities and districts are rapidly de-
veloping and evolving day by day.
Therefore the study of a city’s com-
petitiveness has to keep pace as
well.

Modern cities are not just defined by
glass buildings or by being centers
of industrialization and services.
Countries are increasingly empha-
sizing the importance of prioritising
human development and providing
healthy, safe and convenient living
environments. Additionally, an in-
creasing number of environmental-
ly friendly ‘green city’ and ‘smart city’
related research and studies are un-
derway.

In order to provide citizens with
opportunities to be healthy, well
educated and to have a stable in-

COMPETITIVENESS CRITERIA OF DISTRICT AND CITY

Prioritizing human
development

Convenient living
environment

ol

Good infrastructure
and safety
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come, city authorities must focus
on building comfortable living envi-
ronments with good infrastructure.
One can say that a good quality of
life and living environments result
from the combination of effective
governance, a favorable business
environment and high economic
performance.

Within this research, district com-
petitiveness is measured according
to quality of life, living environment,
safety and security, governance and
economic performance: altogether
the five main factors. Each of these
five main factors are divided into 15
sub-factors, and over 150 individual
criteria.

There are 29 criteria under the qual-
ity of life section, including house-

PRINCIPLES OF ANALYSIS AND METHODOLOGY
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hold livelihoods, and the quality and
availability of health and education
services.

Living environment includes a total
of 49 criteria, like urban planning,
image of the city, urbanization,
apartments and houses, surround-
ings and culture.

Safety and security covers a total of
30 criteria including safe living envi-
ronments and greening of the city.
There are 31 factors in “Gover-
nance” including district budget, in-
stitutional frameworks and societal
frameworks.

And the 11 economic factors include
district economic performance, em-
ployment and the business environ-
ment.

Ease of doing
business

Efficient
governance

High economic
performance
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016 5 MAIN FACTORS AND 15 SUB-FACTORS
OF DISTRICT COMPETITIVENESS

QUALITY OF LIFE + Standard of living
*  Health
Education
LIVING o
ENVIRONMENT * Urbanization
« Basicinfrastructure
H «  Culture
SAFETY AND
SECURITY Safety
+ Security

Healthy environment

Budget
« Institutional framework
Societal framework

GOVERNANCE

ECONOMIC

PERFORMANCE Economy

Employment
* Business activity

Please refer to the Appendix for the list of criteria.
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DATA SOURCES

The Ulaanbaatar District
Competitiveness Report utilized two
kinds of data sources:

1. Official statistics (hard data)

2. Household surveys (soft data)
Around one third of the 150 criteria
come from hard data and two
thirds from responses to household
surveys. Note that some background
data in the hard data section was
not included in the computation of
the competitiveness rankings.
Statistical data enabled us to analyze
the status of competitiveness during

PRINCIPLES OF ANALYSIS AND METHODOLOGY
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a given period of time (for example,
during the past year) whereas
survey data represented qualitative
data that cannot be easily measured
or compiled. Survey data validated
some of the hard data results. As
the survey results are more recent
and better reflect the present
situation, there is no time lag, which
is often a problem with hard data
that sometimes shows a “picture of
the past”.

Please refer to the Appendix for the list of criteria.
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SURVEY SAMPLING

The household survey was car-
ried out among randomly selected
households from all nine districts of

The sampling frame consisted of
Ulaanbaatar households, who are
the end users of city and district lev-
el public services. The target survey

PRINCIPLES OF ANALYSIS AND METHODOLOGY

Ulaanbaatar. Two-stage, simple ran-
dom sampling was conducted.

population was the population of
Ulaanbaatar city as recorded at the
end of 2015.

POPULATION AND NUMBER OF HOUSEHOLD OF ULAANBAATAR, BY

DISTRICTS, 2015

NUMBER OF HOUSEHOLD POPULATION

Baganuur 8,462 28,419
Bagakhangai 1,193 4,131
Bayangol 57,981 205,663
Bayanzurkh 93,097 320,852
Nalaikh 10,051 35,813
Songinokhairkhan 82,895 307,224
Sukhbaatar 37,920 137,633
Khan-Uul 43,280 150,946
Chingeltei 41,540 154,819
Ulaanbaatar 376,419 1,345,500

Source: NSO

A simple random sampling meth-
odology was used in order to deter-
mine the sample size. The following
formula was used in determining

the sample size given that all house-
holds had the same level of proba-
bility of being chosen in the simple
random sampling.
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deff

- number of households or the sample size;

- zvalue;
p - estimated prevalence of measure;
deff - design effect, assumed to be 2.0;
e - margin of error at 95 percent confidence interval

Poverty headcount was considered
as a key factor when determining
the sample size and its allocation.
Theoretically speaking, this would
enable same levels of probability
for selecting either a poor or a not
so poor household in the sample.
Consequently, households from all

social classes had equal chances of
getting selected when determining
the simple random sampling.

A total of 2400 households were
surveyed and an equal distribution
of samples was considered when
comparing and ranking the districts
against each other.

SAMPLE SIZE, BY EQUAL DISTRIBUTION

Districts Sample size

Baganuur 200
Bagakhangai 200
Bayangol 300
Bayanzurkh 300
Nalaikh 200
Songinokhairkhan 300
Sukhbaatar 300
Khan-Uul 300
Chingeltei 300
Total 2,400
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SAMPLING
UNIT
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SURVEY SAMPLING

The study was designed using a
two-stage and random sampling
methodology. At the first stage, the
primary sampling units (PSU) were
chosen according to probability

PRINCIPLES OF ANALYSIS AND METHODOLOGY

methodology, while a simple
random sampling methodology was
used in the latter stage.

Probability proportional to size
sampling is formulated as below.

proportional to size sampling

A PROBABILITY THAT A PSU IS SELECTED IS:

nthi

A PROBABILITY THAT A HOUSEHOLD IS SELECTED FROM THE PSUs AT THE SECOND
STAGE IS:

hi

MI

hi

A PROBABILITY OF AHOUSEHOLD SELECTION IS THE MULTIPLICATION OF THE
TWO PROBABILITIES:

nM,. m
Phi = A *
M M’

h hi

hi

P, - Probability of i PSU household selection in h strata;

n, - The number of PSU drawn from strata h;

M,, - The number of sample households within i PSU frame in h strata;
M, - The total number of households within sample frame in h strata;
m,. - The number of households selected within i PSU in h strata;

M’,, - The total number of households within i PSU in in h strata.

As the sample size was determined to be 2400, 10 households were selected
from each of the total 240 PSUs in the sampling design.



