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	Brief Summary

Mongolia inherited a pay-as-you go public pension system providing universal coverage and high levels of benefits (relative to pre-retirement income), consistent with the state provision of all forms of social insurance. The system was reformed in 1995, including the introduction of contributions for pensions and other social insurance, but it remained dependent upon Government transfers. The reforms improved the existing scheme but failed to achieve financial sustainability or address a number of weaknesses in the existing scheme’s design, which created weak incentives for contributing to the system and benefit inequities between different groups of workers/cohorts.  

In 1999 a Notional Defined Contribution (NDC) scheme was established for workers born after 1960, with the intention of gradually moving from notional accounts to partial funding. And the NDC scheme did not alter the parameters of the defined-benefit scheme for those born prior to 1960 and left an abrupt benefit reduction for those born in 1960. Also, the NDC system did not adjust key qualifying conditions such as the retirement age and provided for a minimum pension provision that will continue to require substantial fiscal subsidies over the long run.

Recent structural shifts in the Mongolian economy have highlighted the need to revisit the design and implementation of the system of social insurance.  These shifts include the increasing importance of mining in the economy, the growing size of the urban informal economy, and the continued concern over old-age income security for herders, self-employed and informal economy workers which are largely outside the current social security schemes
Since the early economic transition in 1990-1993, herders and informal sector workers have effectively been excluded from coverage of pensions and other social insurance. Although many herders since 1993 have had met the full or partial vesting requirements for pensions, this trend is changing with the passage of time. It is therefore important to evaluate mechanisms and incentives to include these so far excluded populations. 
 The current pension reform objectives include the intent to provide some level of old-age income protection to all Mongolian workers include herders, self-employed and informal economy workers. Thus, there is a need for a specific pension for these groups that is organized in a way that they are able to understand any Government subsidy being provided and that also fits into their cash-flow cycles.

	 






I. Legal Framework:  Description of current Old Age Pension Schemes
2.1. Law on Social Insurance 
The basic statute lays the foundations of the social insurance program, establishes the implementing agency and defines the role of the agency as well describing the authorities and the agency or department responsible. It outlines the five independent insurance programs that make up the Mongolian social insurance safety net, and how these programs are to be administered and financed. 
Members of the labour force covered on compulsory basis include Government employees and private sector employees working under regular employment contracts. The remainder of the labour force may participate on voluntary basis: this includes self-employed, herdsmen, those in seasonal or short- term employments. 
	Mandatory
	Voluntary

	· Enterprises, organizations and contract workers with an individual

· Civil servants 

· Herders who herding livestock through contracts with enterprises or an individual 
	· Service and work providers who are not included in mandatory insured category
· Freelancer  
· Private entrepreneurs, herders and farmers  
· Members of cooperatives  
· Monks and priests etc.








The statute specifies the contribution (or premium) amounts payable under each program. There are further regulations that elaborate the contribution rates for the Pension Insurance Fund by employee type, employment status or employment type: 

	
	Employer
	Employee
	Total 
	Self-Employed and Herders (Voluntary)

	Pensions
	7.0
	7.0
	14.0
	10.0

	Short-term benefits
	0.8
	0.8
	1.6
	1.0

	Work injury benefits
	1.0-3.0
	-
	1.0-3.0
	1.0

	Unemployment benefits
	0.2
	0.2
	0.4
	-

	Health insurance
	2.0
	2.0
	4.0
	670 MNT/month

	Total
	
	
	
	12.0+670 MNT/month




On 17 June, 1999 a new article was added that created two categories of insured cohorts, with each category being entitled to different types of benefits. 
Category 1: The cohorts born 1959 and earlier would continue to receive pension benefits in line with the provisions of the Law on Pension Insurance Fund. 
Category 2: The cohorts born 1960 and later would no longer be covered by the Pension Insurance Fund but would be covered by the law on Individual Pension Insurance Contribution Accounts and receive pension benefits in line with its provisions.  
	Parameter
	Born 1960 & Later
	Born 1959 & Earlier
	Total

	
	Mandatory 
	Voluntary
	
	

	Number of contributors
	572,833
	72,739
	52,263
	697,835

	Average monthly salary
	590,943
	162,476
	684,958
	553,552

	Average monthly contribution
	77,762
	16,241
	85,547
	71,953

	Average contribution rate
	13.2%
	10.0%
	12.5%
	13.0%

	Average years of contribution
	6.0
	4.4
	8.2
	6.0



2.2. Law on Pensions and Benefits provided by the Fund of Social Insurance (7 June, 1994)
The Law on Pension and Benefits provided by the Fund of Social Insurance provides a defined benefit pension scheme which the 1999 amendment limits to insured cohorts born 1959 and earlier (Category 1). 
The Pension Insurance scheme is a mandatory scheme for workers with labor contracts who contribute in order to receive old age, disability and survivorship benefits.  The combined employer/employee contribution rate is 14%, having been reduced from 19% in 2008. The retirement age for males, under this law, was set to be 60 years and for females it was 55 years. However, there are a number of circumstances where it can be 55 years (or as lows as 50 years) for males and 50 years (or as low as 45 years) for females. 
This Law provides for a full pension equal to 45% of average salary if 20 years of contributions have been made when an insured retires, each additional year of contribution would increase the pension by 1.5% of average salary. Other words those workers born before 1960 can qualify to receive a defined-benefit with an accrual rate of 2.25% per year for the first 20 years and 1.5% per year thereafter.  Thus, an insured with 30 years of contributions would receive 60% of average salary as a pension. 
Those insured retiring with less than 20 years of contributions, but not less than 10 years, would receive a reduced pension calculated on pro-rata basis. Thus, an insured retiring with 15 years of contributions would receive 33.75% (15 ÷ 20 × 45%) of average salary as pension. A lower minimum benefit is provided for workers with 10 years of contributory service.    Average male workers in 2010 received a replacement rate of about 42% of the average covered wage in the first year of retirement and female workers about 33% primarily due to shorter work histories.  This Law provides a minimum pension equal to 75% of minimum wage for those insured entitled to full pension and 50% of minimum wage for those insured entitled to a reduced pension. As of May 2014 the full minimum pension was 207, 3 thousand MNT (108.8 % of minimum salary) and the reduced minimum pension was 172.2 MNT. (90.4 % of minimum salary)
	Parameter 
	Number 
	Average Monthly Pension in 2012 

	Old-Age Retirees 
	199,796 
	207,804 

	Disability Retirees 
	46,249 
	151,431 

	Survivor (Adult) Pensioners 
	21,060 
	160,138 

	Orphan Pensioners 
	1,042 
	161,477
 

	TOTAL 
	268,147 
	194,862 



2.3. Guidelines for pension reform to be followed by the Mongolian Government by 2021
In 1999 the Mongolian Parliament  issued Resolution #38 “Guidelines for pension reform to be followed by the Mongolian Government by 2021” (the Guidelines document)  which was developed by the Government of Mongolia with the support of the EPSP Pension Reform Effort (USAID) and  initiating the process of reforming the pension schemes.  It was necessitated by the projected growth of older population, changes in population structure, and the foreseeable increasing financial constraints on the pension insurance fund as the number of recipients has been increasing. 
The Guidelines document envisages a two-step reform, involving, first, the immediate introduction of a system of individual accounts funded on a pay-as-you-go basis[footnoteRef:1] and, second, the gradual investment of some portion of contributions into the capital markets of Mongolia and, potentially, of other countries, as well.  The approach to pension reform contained in the Guidelines document has the following objectives:  (a) preserving the concepts of fairness and individual equity in how workers are treated by the system; (b) protecting the needs of the elderly and persons close to retirement; (c) insuring that current workers receive reasonable pension benefits when they retire, without subjecting them to unreasonable risks; (d) making the pension system financially stable and eliminating the dependence of the system on the general budget; and (e) introducing market-based economic reforms intended to encourage the development of the private capital markets and increase economic growth.  [1:  Pay-as-you-go systems – also referred to as Paygo systems – are pension systems in which current contributions are used to pay current benefits.  The long term financial stability of any pay-as-you go system depends upon demographic, economic and labor market conditions.] 

A. Step One:  Individual Accounts 
In June 1999, the first of these two reform steps became law with the passage of the “Law on Individual Pension Contribution Accounts” (law on Individual Accounts).  In late 1999, and in accordance with the law on Individual Accounts, SIGO began the task of creating and maintaining a system of individual pension accounts[footnoteRef:2] for persons born on or after 1 January 1960.  (In this report, such persons will be described as new scheme contributors.  Persons born before this date will be described as old scheme contributors.)  Under these individual accounts, a worker’s pension will be determined by the total lifetime amount of contributions made by the worker and by employers on the worker’s behalf.  Initially, benefits to current and new retirees will continue to be funded entirely from contributions from current workers, as is done under the old pay-as-you-go system.  Workers’ contributions to the system will not be invested on their behalf during this phase of the reform.  As is described below, this is an interim step designed to achieve many of the advantages of funded pension systems[footnoteRef:3] while thoughtfully managing the cost and risk of moving to a funded system in a country with underdeveloped capital markets and a large number of older people who will not have enough working years to accumulate individual retirement funds of their own.  [2:  Individual pension accounts are also called (a) unfunded defined contribution accounts and (b) notional defined contribution accounts (or NDCs).]  [3:  Funded systems are pension systems in which pension contributions are invested in securities.  Pensions are determined by the value of those securities at the time a worker retires.  Pensions are subject to investment risk.  This means that the ultimate pension earned under a funded system will depend upon the performance of the investments held in the system.
] 

Individual accounts look and act like bank accounts, although no funds are actually kept in them.  In this sense, individual accounts are simply an administrative record of pension contributions.  Annually, the accumulated balance in a worker’s account is increased by the rate of growth in average wages in the economy over the past three years.  (This is done because aggregate wages determine the level of benefits that can be afforded under a pay-as- you-go pension system.)  This adjustment is akin to the posting of “interest” although no funds are actually transferred.  A worker’s pension will be computed by dividing the worker’s individual account balance at retirement by the average life expectancy for persons of the worker’s age when the worker retires. 
Individual accounts eliminate many of the problems of the old pension system.  Individual accounts (a) enable workers to see a direct connection between the contributions they and their employers make and the pensions they receive, thereby encouraging participation in the pension system; (b) treat all workers equally and fairly and reduce hidden transfers within the pension system; (c) encourage workers to take more responsibility for their own retirement planning; (d) partially protect the pension system from financial instability caused by demographic changes; (e) establish the administrative structure that can easily and transparently support the gradual transition to a partially funded system; and (f) enable the GOM to control the pace and the risks of the transition. 
B. Step Two:  Partial Funding[footnoteRef:4]  [4:  Partially funded systems are mixed systems, combining both a pay-as-you go benefit component and a funded benefit component.  Partially funded systems combine the demographic and labor market risk of pay-as-you go systems with the investment risk of funded systems.] 

The Guidelines document envisages that starting in 2005, 3% of employee wages (for new scheme contributors only) will be invested in securities so that pension benefits will ultimately be funded in part from contributions from current workers and in part from the realized value of investments when workers retire.  Over time, more funding will be permitted, with the expectation that the system will be roughly half pay-as-you-go and half funded by the year 2020.  The timing of this second step in the reform can, of course, be adjusted according to developments in capital markets and in the overall economy.  It will be up to the GOM to specify the path by which this transition will occur and to implement this step of the reform. 
The introduction of partial funding over the medium to long term is intended to (a) eliminate some of the labor force and demographic risks inherent in the financing of the current pay-as- you-go system and restore the financial sustainability of the system over the medium to long term; (b) be a more efficient mechanism (over the long term) for financing retirement savings and assuring that the elderly have adequate income in their retirement; (c) increase total savings in the economy and, therefore, investment, thus promoting economic development and growth; and (d) improve the efficiency of how investment capital is allocated within the economy, contribute to increased market liquidity, and improve incentives for managers to maximize investment returns to shareholders. 
The decision to use individual pension accounts – funded in the short run on a pay-as-you-go basis – as a transition mechanism to a partially funded system reflects the belief that funding should be introduced gradually(over a fifteen to twenty year period) in order to (a) give time for the capital markets to mature so that invested capital can be used efficiently and can earn reasonable returns at reasonable risk; (b) create the legal and regulatory structures required to protect the integrity of the markets and the interests of pensioners in order to minimize investment risk; and (c) spread the cost of the transition.[footnoteRef:5]  [5:  When moving to a partially funded system, contributions that are invested in securities under the funded component of the system are no longer available to help pay for the cost of benefits to current pensioners.  Because current pensions must be paid, contributions to funded accounts create costs to the government.  Such costs are commonly referred to as “transition costs.”] 

Individual accounts will facilitate this transition to a partially funded system because the administrative structure of individual accounts is identical to that of funded accounts.  Under both systems, a record is kept of individual contributions and the balance in the account is adjusted each year.  In the case of individual accounts, the adjustment is entirely administrative and is based on the growth of average wages in the economy.  In the case of funded accounts, the adjustment is made to reflect the actual earnings generated by the investments held in a worker’s account.  At retirement, both systems use the account balance to determine a worker’s pension, based on the age the worker retires and the average life expectancy for persons of that age in Mongolia.  Individual accounts will easily accommodate the transition to partial funding because some portion of the contributions made to the pension system can be credited to a worker’s individual account and will earn an administrative rate of interest based on the rate of growth in average wages, and some portion can actually be invested and will earn whatever rate of return is generated by the securities held by the account. 
The pension reform is consistent with a commitment to private sector led growth and market- based economic reforms.  The introduction of partial funding is intended to contribute to the development of the capital markets (by providing a source of funds for investment) while, at the same time, giving current workers the opportunity to share in the gains from this development in the form of higher benefits when they retire.  For the reform to succeed, the capital markets must be capable of using invested capital efficiently and generating reasonable returns at reasonable risk.  The success of the reform also depends on the eventual emergence of products and services to support the markets.  Examples of such products and services include investment management, trusteeship, brokerage, and financial instruments such as guaranteed investment contracts and other mechanisms for turning funded accounts into monthly benefits for pensioners.  
2.4. Law on Individual Pension Insurance Contribution Accounts 
In 1999 the Mongolian Parliament passed the Law on “Individual pension insurance contribution accounts” according to the Resolution #38 “Guidelines for pension reform to be followed by the Mongolian Government by 2021”.  It was necessitated by the projected growth of older population, changes in population structure, and the foreseeable increasing financial constraints on the pension insurance fund as the number of recipients has been increasing. 
Under the Law on Individual Pension Insurance Contribution Accounts (commonly known as the NDC system – Notional Defined Contribution system) the pension amount was to be determined using Defined Contribution principles. That is, the pension is to be determined by dividing the accumulated balance in the insured’s individual account by the average life expectancy. 
The minimum pension under the NDC scheme is calculated based on a formula of 20 percent of the national average wage, plus an additional 0.5 percent of the average wage for each additional service year beyond the minimum of 15 years.  As currently formulated, the minimum pension will cover the vast majority of retirees under the NDC scheme.  
Under the Law on Personal, 963.2 thousand personal accounts are opened for people born after 1960 and MNT5.6 trillion is “notionally” registered in 2012.  

Although, the cohorts covered by this Law (those born in 1960 and later – Category 2) do not achieve the standard retirement age until 2015, when females born in 1960 will attain the age of 55 years, the pensioners’ data provided indicated that already 271 males and 6,672 females born 1960 or later had retired and were receiving pensions. 
The SIGO informed that the pension calculations for these retirees were in line with the Law on Pensions and Benefits provided by the Fund of Social Insurance (1994) and not in accordance with the NDC system. This was verified through sample calculations using information in the pensioners’ database. It is not known how this change in the application of the law was authorized. 
The pensioners’ database also confirmed that the minimum pensions applicable under the 1994 Law were also applied to these retirees from the 1960 and later cohorts.  
Thus, in essence the Law on Pensions and Benefits provided by the Fund of Social Insurance (1994), in practice, is being applied to all cohorts. The expected transition to NDC system is not taking place. It is difficult to visualize that this practice will not be continued in 2015 and onwards when females born 1960 and later attain standard retirement age. 

2.5. Law on Pension and Benefits of Military Service Personnel (1994)
The government employees who are covered by the Law on Military Pensions and Benefits include military personnel, police, traffic police, border patrols, fire-fighters and correctional officers. The military service pension scheme is noncontributory scheme which financed through government budget. 
 The pension benefits are calculated using a completely separate formula that is of defined benefit type. The Law on Individual Pension Insurance Contribution Accounts does not apply to these employees and they will continue to be governed by the separate defined benefit scheme. The Military Pension Law provides for a full pension equal to 80% of the monthly average wage and increased by 1.5% of wages for each year additional to 20-25 years.  Qualifying conditions are, for men-not less than 25 years of service, women- not less than 20 years of service and pilots of war craft-not less than 20 years of service.  Minimum criteria was 10 years of service at least.  If a personnel executed his service up to 10 years in army, if he/she wish so, can shift to the SI scheme and his military 10 years of service recovered by 16 civil years.     Military pension transfers subsidized from the State Budget and delivered through SI facilities but SIGO bears its administration cost.

2.6. Law on Redemption Employment period and Pension Insurance contribution (Sep 30 2012);  
During the transition period of 1990, many industries, enterprises and companies closed down and as result of no intervention from the state great number of people lost their jobs. Thus, today there are about nearly 500, 0 thousand people who lost their jobs and could not have their pension calculated. 

The basing on the necessity of ensuring the guarantee for pension insurance, the State Great Hural (Parliament) has passed Law on Redemption Employment period and Pension Insurance contribution. The essence of the law is that the State will account the employment period of people who was not able to work between 1990 and 1995 due to reasons not concerning the individual; and the contributions (minimum salary of that time) which people could not and was not able to pay during the first 5 years (between 1995 and 2000) of the new social insurance system. According to the SIGO estimation, as of end this programme (programme will be closed 2014 Jul) 480.0 thousand individuals could be registered


2.7 Law on Social Welfare 
Social welfare pension (social pension) is a monthly cash payment from the Pension Scheme of the Social Welfare Fund allocated for those older people (defined under the Law as men aged 60 years or more and women aged 55 years or more) who are not entitled to receive a contributory retirement pension under the Law on Social Insurance. Additional programs provide cash transfers to caregivers, other selected elderly and services to the elderly.  The elderly poor also receive other forms of assistance such as nursing home services (for single elderly) and other social welfare services (e.g. meals, bathing, cleaning, and assistance in fuel collection).
The Social Welfare Pension benefit at end-2013 was MNT 103,800 per month (about US$57) or about 50 percent of the minimum SI pension benefit. State Social Welfare Service Office is the implementing body for this scheme

II Pipeline Documents undertaking by MPDSP
Draft law on Joint Old Age Pension
As Minister of Population Development and Social Protection Mr. S.Erdene jointly with other four members of Parliament submitted to the Parliamentary 2014 Spring session (in April), a proposal to discuss a draft law on Joint OA pension in upcoming sessions was approved by a majority of members present. The law on Joint pension allows a share in a pension for a person who is a legal spouse or common-law partner of the deceased pensioner after his/her death, in case both of the couple should have paid social insurance for minimum uninterrupted twenty years, and have been married for minimum ten years. Main idea in general is that one will be able to get a part of the pension his/her deceased spouse used to receive. Nevertheless, this will not cover those who was not married, was much older that the deceased, who was not working and/or paying social insurance commission.
The draft authors note that this bill greatly differs from the law on the survivor’s benefit, because the latter clearly points to people who must receive that benefit.

Draft Guidelines for Pension reform options
The MPDSP has planned make a revision for policy document on “Guidelines for pension reform to be followed by the Mongolian Government to the year of 2021” which was enacted by Parliament in 1999. As of June 03 2014, Mr. S.Erdene Minister of Population development & Social Protection, has made brief introduction on reform options at the Parliamentary Standing Committee of the Social Policy and Education. The main concepts of the reform option were: 
1. Gradually equalizing the retirement age for men and women.  Starting in 2017, the retirement age of women will be gradually increased until it reaches the age of 60 by 2026 

2. Gradually increasing contribution rate from 14% to 19%  for pension insurance by 2020 in order to ensure a more balanced cost-sharing ratio 

3. Postpone implementation of Individual Account of Pension insurance (NDC) programme or replace pension scheme entrance those who born after 1960 with insured those who born after 1979.  
4.  Reduce replacement rate of current DB system 45% for 20 years (or accrual rate is 2.25%) of service to 30% (or accrual rate is 1.5%) by 2020[footnoteRef:6] in order to smoothing pension benefit gaps from the two different SI Pension schemes.  [6: ] 


5. Multipillar Pension Insurance Scheme will be introduced by 2016:

· Pillar 1: Universal Old age pension (noncontributory)  in place for current Social welfare Old age Pension 
· Pillar 2: Mandatory Pension Insurance Scheme (major NDC Scheme plus DB scheme);                                       
· Pillar3:Voluntary Private Pension Insurance (Additional) Scheme    
                            
III. Review of the policy documents on Old age pension reform by Development partners 
	Organizations and the Name of  Policy documents
	Key recommendations

	ADB: 
Analysis of Social Security Policy Options by Thompson Lawrence, 2003 


	· Change key pensions parameters 
· Revise  OA, Disability and Survivor pension formulas 
· Introduce specific Pension programme for herders and self-employed
The Social security Development Paper (2003-2015)  endorsed by Cabinet (2003)

	ADB: 
An Evaluation of Pension Reform Options by  Wiese Patrick, 2006.
	· Provided actuary studies through 2003 recommendations 

	ADB Project: Strengthening the Pension System /2007-2008/ Nasir Whaind and others
	· Introduce strategies to further reform pension system.
· Investment policy and guidelines for restructured pension fund. 
· legal amendments to implement strategy.
· Strengthening capacities of pension staff in collecting pension premiums, managing individual accounts, and investing accumulated fund

	WB: 
Pension Policy Challenges and Reform Options /2008/ by Mark Dorfman

	· Reduction of the minimum pensions and eventual substitution by a  means-tested  social  pension Elimination of early retirement provisions and unification of retirement ages between men  and women Extension of the periods of income averaging and application of price indexation for the wages during the income averaging period
· Automatic benefit indexation linked to prices
· Benefit reductions to pre-1960 cohorts in order to smooth the transition to the NDC scheme
· Establishment of provisions for partial withdrawal of voluntary pension savings according  to specified criteria such as for home purchase, subsistence in the face of loss of income or  health difficulties
·  Introducing provisions for herders and the informal sector for select withdrawals in the  case of severe hardship
· Establishment of a  targeted  social pension as a means of extending basic support for the  elderly poor

	WB:

Report No. 68526-MN  Policy Options for Pension Reform /2012 Jan/ by Mark Dorfman

	· Establishing a non-contributory targeted social pension that would use public resources to provide minimum subsistence income supplements to retirees in the bottom half of the income distribution;
· Reforming key parameters of the pension insurance scheme (such as the retirement age, contribution rate and annuity factor) while replacing the minimum pension with the targeted social pension ;
· Establishing a stronger legal framework and oversight for private voluntary individual and occupational savings arrangements; 
· Strengthening the incentives for herders and the informal sector to save for pensions either through mandatory or subsidized voluntary arrangements; and 
· Establishing a financing plan and potentially pre-financing some of the costs of transition to put in place the above reforms and avoid dramatic changes in benefits between cohorts.
· 

	ILO: 
Analyses for  1999 Pension reform

ILO/RP/Mongolia/R.1, 2010 

	· Establishing multi pillar pension scheme
· Introducing universal coverage 
·  Reforming key parameters of the pension insurance scheme 


	ILO: 
Extending old-age pension coverage to herders, the self-employed, informal sector workers and other non-covered working groups

ILO/TF/Mongolia/R.3; 2013

	· Steps be taken to mandate the participation of the herders in the national social insurance pension scheme. This should be on the basis that: 
·  the contribution rate should be set at the existing level prescribed for voluntary participation amongst these groups, of 10 per cent of earnings, which would be applied to earnings hypothecated at the level of the minimum wage, or such higher level as the individual may wish to declare; 
·  the government will subsidize, to the extent necessary to ensure the participation and rights of the workers concerned, their contributions at the minimum level; 
·  membership should be compulsory, but, amongst those properly identified as herders, requiring that for each family or household, only one registration be required; 
·  the benefit level should be set in relation to the minimum wage, and may at the outset be set at a modest level, of, say, 50 per cent of the minimum wage (for an individual who has contributed in full for a defined qualifying period), with the intention that this be increased in future years, according to assessed needs and financial capacities; 
·  urgent steps be taken to assess the realistic capacity of herders and others to meet the prescribed obligations by way of contributions (see section 2.5), and hence the potential need for the government to subsidize, in whole or in part, the contributions of some members, possibly all, as noted above. 


	ILO:
Assessment Based National Dialogue on Social protection
 
Guarantee 4: Old age income security
2013-2014
	· Revise the SI pension parameters to adjust retirement age between men and women. 

·  Introduce a three pillars pension system: Pillar 0: universal minimum pension; Pillar 1: Contributory SI pension (voluntary and mandatory); Pillar 2: Complementary individual saving accounts. 

·  Develop a long term care and support system for elderly: nursing houses and programmes promoting the elderly’s participation in social work (e.g. child care) and short term assignment (e.g. doctors).

· Provide a comprehensive benefits package for poor older persons (age and means targeted): housing benefits, fuel allowance and the minimum pension provide by the new old-age pension system. 

· Provide more flexibility in paying back unpaid contributions (applies also SI Benefits Fund) for voluntary contributors.



 Key Findings of Policy documents on Income security Extension for Herders, self-employed and informal economy workers:
Although the overwhelming majority of old age retirees currently receive benefits from the Pension Insurance scheme, only about half of the economically active population was covered.  Herders, who are estimated to represent about a third of the labor force, and the self-employed, who represent about 15 percent of the labour force are exempted from making mandatory contributions to the scheme.
 The coverage gaps affecting herders, the self-employed and non-wage workers emerged as a by-product of the economic reforms of the early 1990s but only more recently are becoming a significant problem.  Prior to these reforms, most economic activity was conducted through cooperatives, collectives and state enterprises, where participants earned pension credits in the course of their work.  For example, nomadic herders were organized into cooperatives, the cooperatives owned the livestock, and the herders were paid (and awarded pension credits) to care for the animals.  After the reforms, herders, farmers and many urban entrepreneurs became independent economic actors who were no longer paid a salary and no longer automatically earned pension credits through their work.  Those with at least 20 years of credits under the Pension Insurance scheme qualify for a full pension, even if it is only at the minimum pension level. Those turning 60 years old beginning in 2015 or so as well as women turning 55 beginning about now will likely not have had enough time prior to the reforms to earn a full pension benefit. For a few years, newly retiring workers may be eligible for partial minimum pension by virtue of having 10 years of credit under the old system.
 Even that benefit will no longer be available to most women reaching the retirement age after 2014 and most men reaching retirement age after 2019 where 15 years of contributions are required for pension eligibility.  Herders and other self-employed have the option of participating in the Pension Insurance scheme by making voluntary contributions equal to 10% of the prevailing minimum wage.  At mid-2014, that implied a contribution of some MNT 19,400 per month or just under MNT 232,800 per year.  Only about 14% of the economically active population makes such voluntary contributions (about 148, 0 thousand in 2013).  The age composition and level of service of voluntary contributors suggests that many are participating with the explicit intention to meet the 20 year vesting requirement for a defined-benefit pension for pre-1960 cohorts or the 15 year vesting for post-1960 cohorts. 
The pension insurance scheme currently provides considerable subsidy to voluntary participants since they only have to contribute 10% of insured wages but receive benefits equal to those (for same service and salary levels) as those covered on mandatory basis. The DB pension benefits (which are under the 1994 Law) require a contribution rate of 19% or more to be sustainable. This means that voluntary participants receive a subsidy of almost hundred per cent from the scheme. 
The number of voluntary contributors in 2013 was almost 148.0 thousand, representing 16.0% of the total contributors. It is shown that most of those who are not participating in the pension insurance scheme belong to the lower income groups (this includes herders with small stocks; informal/seasonal workers; unskilled labour forces etc.). It is clear from this low level of voluntary participation that most Mongolians are either unaware of do not understand the heavy subsidy available to them should they elect to participate in the mandatory pension scheme on voluntary basis. This is not unexpected since the support is only provided when the insured retires and that too in an undisclosed manner. In addition many of those uncovered either have little or irregular cash income or regular salary allowing them to contribute to a monthly process, this too leads to lack of participation by such workers.

There is not reasonable link between the Social Welfare OA Pension and Social Insurance OA Pension which cannot to improve incentives and reduce potential SI coverage gaps. As currently stated, those who are not fully or partially vested with the pension insurance system can potentially qualify for the Social Welfare Pension.  While this provides an essential floor for elderly support, it also creates artificial incentives at different intervals (10 and 20 year work histories for pre-1960 cohorts and 15 years for post 1960 cohorts).
Collecting contributions on a mandatory basis will be extremely difficult and costly, in relation to the amount of contribution to be collected, and unlikely to be practical. Thus, participation would best be kept on a voluntary basis. This could result in lower levels of participation as in the case of the current mandatory pension insurance scheme. To avoid such an outcome it will be essential to adequately advertise the scheme and ensure that subsidies from Government are provided in an explicit and visible form.

IV. National and Sub-national level tripartite consultations on Income security Extension for Herders, self-employed and informal economy workers 
Key Findings of National and Sub-national level Consultation:
National level:
Ministry of Population Development & Social Protection (MPDSP)
The MPDSP pursuing to introduce new OA pension scheme for targeted groups especially for herders and self employed under the multi-pillar OA pension scheme. The new scheme would be offer more encouraging incentives for effective enrolment to the SI system. The MPDSP in general, agreed the idea of contribution subsidies scenarios for target groups, proposed from ABND recommendations.    The main issue is that the SI contribution of target group (own contribution payment + subsidy from Government) shall be sufficient to cover the pension from the scheme and the costs. If not, the government budget (including Human development fund) will be under high pressure and it will have to cover all the losses of the scheme. If we can prove that the scheme would not have financial deficits, and will cover its costs, we can elaborate the legal framework and discuss the option with Ministry of Finance. For this, 1) we should estimate how much should be the monthly contribution of target group, that they get a pension higher than the basic pension; 2) how much from the estimated amount the person can pay him/herself and how much should be the subsidy of the government. The reducing factor may be used when one person get pension from two pillars. In this case the proposal of WB experts and experience of the some other countries may be considered. 3)  contribution rate level could be differs from other formal sector workers and monthly contribution payment procedures shall be flexible for them  4)  the pension benefit level and retirement age for targeted groups, especially for herders, may be differs from other formal sector worker’s scheme, and 5) what is the average term of total benefit  from the scheme.     
 Confederation of Mongolian Trade Union (CMTU)
The position of CMTU, agree the universal coverage and solidarity principle for old age pension supports by the ILO. Universal or basic pension scheme has to set only age criteria and cover all residents of the territory.   It is reasonable to subsidize for herders, self-employed and informal economy workers. But, if herders and self-employed would registered to the 2nd pillar with subsidized contribution whatever voluntary or mandatory basis, the proposed scheme for targeted groups should not be burden with formal workers contributory scheme.   We should avoid when one pays a small amount contribution and gets high benefit.  
CMTU also supports equal retirement age for men and women and the retirement age of herders shall be same as for all Mongolian as well.
Mongolian Employers Federation (MONEF) 
MONEF supports three pillar pension schemes in Mongolia. In this case, the basic pension or universal coverage that ILO promotes could be at 1st pillar. Currently Mongolia is facing economic and financial crisis and it would be continuing long periods due to lack of a foreign investment and political situation. Since, the government may need to postpone this scheme until having potential resources.  The second pillar should be a nowadays contribution based system of voluntary or mandatory SI.  There is may be another mechanism options for subsidized scheme which subsidies shall not be paid on yearly basis, it is more efficient if the Government pays the subsidy that shall not exceed 10 years payments once into the pension fund, and from this time onward the target group shall be fully responsible for his/her own payments. However, the implementation mechanism shall be selected in consideration of effectiveness and a motivation to encourage them to pay their payments.
The definition of a herder and his health and mortality shall be assessed more carefully before proposing earlier pension age for herders. Further, the contribution level of herders shall differ depending on number of livestock.  The government also should think again and validate a proper options incorporate with social partners before make a decision. And answer the question, do herders need to have a pension benefit from government or do they need other financial services such as saving and credit from banks? A third pillar where herders can save money for their pension could be another approach; in this case cooperation with banks and introduction of a new financial product will be needed.
Social Insurance General Office (SIGO)
The Government in its concept has a goal to introduce 3 pillar pension system. But there is still having some unclear issues. If the target group will be covered with universal pension, in addition they get benefits from 2nd pillar, if they pay the voluntary payments subsided by government. Firstly, the government will contribute a lot of money for basic pension and subsidy for voluntary scheme and it is questionable whether Government can expend the expenditures for social protection.  Second, the basic pension could de-motivate people to contribute to social insurance scheme and especially the coverage of 2nd pillar could be reduced a lot. Two years ago, when the social welfare pension was extended to all people that were not covered with social insurance, the coverage of voluntary social insurance scheme dropped significantly. Thirdly, the minimum annual payment of voluntary social insurance (pension, benefits, and injury on work place – together 12 percent) is 274, 0 (monthly 22, 8 thousand) MNT. The compulsory health insurance annual fee is 8040 MNT (monthly 670 MNT), which is 34 times less than SI, but the coverage is still low. Therefore, it is very doubtful, that the coverage will increase if the payments will be reduced.
Since, if the government introduced new scheme for targeted groups, 1) It is possible to introduce separate pension scheme for targeted groups under the 2nd pillar but the government responsibility of subsidy should not be higher than individuals or 70:30 is appropriate; 2) early retirement age for herders should not introduced by the Government 
Ministry of Industry and Agriculture (MOIA)
The MOIA has initiated wool and cashmere support programmes for herders which those who can receive cash bonus from the government if they sold their animal’s wool and cashmere to the national companies. In this purpose, all herders having certificates, own stamps and individual bank account which possible to link SI scheme. Most herders do have interest to register to SI scheme, but an amount of contribution and hard constraint procedures of payment not appropriate for them. Since, the SIGO or MPDSP should improve their mechanisms which cannot support herder’s economic intensives and provide adequate information. SIGO must work on this issue as a business companies or commercial banks and insurance companies in order to increase the coverage. SIGO should offer them dramatic insurance products through well organized social marketing facilities.  Level of contribution, terms of payment as well as government subsidy could be effective leverage for herders to register SI scheme.   Retirement age of herders should be lower than urban workers due to hard climate conditions and day and night husbandry animal herding labor.  Life expectancy of herders is 47-52 currently.
Mongolian Youth Federation (MYF) 
The Young herder’s commission has established under the MYF in early 2014 and successfully carried out the First national consultation themed “Wealth maker young herders” May 9-10 in the State House under auspices of the Prime Minister, participated 360 young herders from aimags.  The consultation’s main objectives were to raise the reputation of young herders, to encourage them and to propagandize their contributions to the society and to set up a national network of representing young herders. The end of consultation, participants have promulgated major 8 key appeals including change current SI contribution payment rule that the periodicity of payment not sufficient to herders income specific. SI contributions should be allowed twice a year with 6 months payment in advance because of herders’ income depends on highly seasonal. Young herders need a concrete supports from the state which could be benefit their life. Government should introduce with economic incentives for them if it is really pursuing improve their social security.    
National Association of Mongolian Agricultural Cooperative (NAMAC)
 NAMAC has taken several measures to support the herders to be covered with SI however the results are not significant as there is no support and cooperation from SIGO. The cooperative is the most efficient way to formalize informal sector and assist target groups to be covered to SI. The cooperative associations could organize the collection of social insurance fees during the time, when herders collect their payments for animal goods from the cooperatives, also it could contribute to awareness rising organizing training. 
Sub-national level:
The net income from private-business or animal husbandry cannot be adequate for their life future.  There are potential demands of people those who living in rural area registers to the SI scheme, but several obstacles still challenging to SI coverage:    

a) According to SI rule voluntary insured must pay 12% from minimum wage (22.0 thousand MNT) every month and but many young people prefer to buy their food (for example, the cost of a bag of flour is same amount of monthly contribution) rather than their contribution payment. 
b) The remoteness rural area one of main issue access to social security offices. Access is often difficult, since herders live remotely from a soum center, especially during seasonal migrations; alternatively harsh weather may make movement impossible at just the moment when access to soum center most urgently needed. Soum SI inspectors occasionally visit to the remote area and there is not effective payment mechanism even there accessible cellphone based banking services. SI Institutions should develop new ways of working with herders, possibly involving mobile offices in some cases, and revisit the arrangements for collection of SI contribution, better linked to herders’ seasonal cash flows.

c) The young people in rural area believe that the OA pension Individual account fund was misused by Government. A kind of reasonless message would be one of obstacles which people having understanding that they cannot get adequate benefit further.   It is expected that a large number of people would voluntarily register if they were well-aware of the importance of being covered by social insurance benefits. “The awareness of Social and health insurance is very necessary for those who are uninsured, especially for young people. This shows that there is a need for getting information on social insurance”. SI office regularly doing their awareness of SI importance in rural area including herder’s families in rural bagh. But limited SI office advertisement budget covers only few arrangements of local media facilities such as newspaper, radio etc.

d) The level of benefit and insurance policy constraints are not attractive for insured.  There are many cases why people have doubt whether enroll to the SI or not. Bureaucracy and administratively constraint regulations are one of considerable obstacles to access the benefits.  

e) The 2012 Law on Redemption Employment period and Pension Insurance contribution had a positive effect on the coverage of herders and self employed in the soum.  However, people regard with their disfavor for some penalties authorized by SIGO- if persons having contract with voluntary insurance continuing from 2012 new law and then misses a month in-between, a person has to pay a penalty on the sum which was not paid last month.  

f) Herders only have opportunity to have cash only twice a year such as during the spring for cashmere and early December for meat sales.  Most herders asking SI payments can be collected during the time when they having cash income and during the Government supports for wool and cashmere bonuses to herders

g) If government introduce bonus systems such as if any one pays regularly her/his fee for 5 years continuously, then s/he gets 10-30% reduction on contribution discount for next year could be one of the attractive increasing the coverage.    

h) Herding animal husbandry should be considered as a harsh employment and allow herders have earlier retirement. 

Conclusions of Key Findings	
Coverage of social insurance in Mongolia largely depends on the types of the employment.  The pension insurance scheme is mandatory for civil and military government employees and all contracted employees of formal private sector organizations. All other members of the labour forces like self-employed and herders may elect to participate in the scheme on voluntary basis.
However, Mongolia’s pension system covering public and private sector employees and the self-employed, including herders there is a growing problem with sustainability of the pension system, low and middle-income people, entrepreneurs, herders and unemployed people cannot afford social and other insurance services today. The major problem is extending coverage to herders, self-employed and informal economy workers (hereinafter target groups), most of whom are often not covered by pension schemes and health insurance.  Although a basis for the social security system has now been created and some reform measures have been taken, it is important to increase the social security to the unprotected groups as we discussing today. There are some main reasons with targeted groups those who not covered old age pension scheme:
Policy gaps:
· Many people that are currently retired from self-employment or herding are entitled to pension benefits (usually the minimum pension) on the basis of work prior to the transition to a market economy. Those retiring in the future are unlikely to have sufficient coverage to qualify for any pension under social insurance. Their only source of support will be social welfare, which would provide them with only minimally adequate pension benefits. 

· The current Social insurance pension scheme design is not adapted to the needs of informal economy workers and especially for herders in the rural areas, resulting in very low coverage. Only 30 per cent are enrolled to the SI scheme due to instable income and low attractiveness of benefits in return. 


· The contribution rate is not adequate for targeted groups because of unsustainable work place and sessional income flows. Many young people including herders (especially, with less than 200 heads of livestock) and self-employed cannot pay monthly contribution payment.

· Benefit level is higher under mandatory Social insurance then if the person has contributed at minimum wage, the minimum pension the person will get 75% of mini wage (mini pension is 45% of mini wage).   Current SI benefit levels do not constitute effective incentive for covering informal economy workers and herders. 

· Insured born post 1960 will have lower retirement benefits than workers born pre 1960.   Inadequate level of pension to be paid under the individual account system, low retirement age that provides low level of benefits, in particular for women 
 
Implementation issues: 
· Herders who live in rural baghs areas face challenges to register to the social insurance system because of their specific lifestyle features and remoteness.
· Herders’ income streams depend on highly seasonal events like cashmere and milk or live animal sales, therefore cash entries are also highly seasonal. However, SIGO informed that the SI contribution payment procedure changed in October 2013 as the volunteers allowed paying their contribution twice in a year in order to fit herders’ income stream.  But actually, in rural area new procedure was not following yet.   
· The barrier of the eligible criteria and insurance policy (agreement) constraints are discouraging people to enroll SI scheme.  
· A lack of information is one of reason lower converge in rural area.

V. Possible design options and scenarios for herders, self-employed and informal economy workers OA pension scheme validated by the tripartite consultation meeting
As part of the current pension reform process the Government (notably the MPDSP) and other social partners as MONEF and CMTU agreed to consider the introduction of pension scheme for targeted group as below: 
1. A multi-pillar pension scheme included social pension (basic pillar) which would be replaced current social welfare pension as well as minimum social insurance pension guarantee

2. A separate contributory pension scheme under the Pillar II for those citizens who are unable to participate in the mandatory pension insurance scheme. Pension parameters could be different from a mandatory SI scheme in order to ensure the specific needs and capacities of targeted group. The level of contribution must be affordable for such category of workers and its contribution process must be able to accommodate irregular income streams. Any subsidy required to provide the scheme benefits must therefore come from Government’s (i.e. State Budget or Human Development fund) participation.

 Pillar I-Universal scheme
	Design of Scheme
	Parameters

	[bookmark: _Toc389473674]
Type of Scheme
	Optional:
1.Rest of  Informal sector 
2.Universal

	[bookmark: _Toc389473675]
References 
	Optional:
1. National Poverty line (rural and urban)
2. SW Pension 
3. SW Pension & Minimum wage

	[bookmark: _Toc389473676]Retirement Age
	Optional: 
· 55 for female and  60 for male
· 55 for both male and female

	[bookmark: _Ref389052874][bookmark: _Toc389473677]Benefit Structure
	Fixed amount 

	[bookmark: _Toc389473678]Contributions
	None contribution

	Indexation 
	Inflation rate

	[bookmark: _Toc389473679]Administration
	Social Welfare Service Agency

	Financing 
	Government budget 100%

	Reducing factor (with Pillar II)
	None 



1.1. Pillar II- Contributory scheme
	Design of Scheme
	Parameters

	Type of Scheme
	Optional:
DB / DC

	Participation
	Voluntarily

	Reference Wage

	At least national standard  mini wage
but not exceed 10 times mini wage

	Retirement Age

	55 for female and  60 for male

	Benefit Structure

	If 20 years ≥         Full benefit
If 10 ≥20 years      Pro-rated
If 10 years  ≤         Pillar 1

	Accrual rate (or replacement rate)
	2.25%  (or 45% for 20 years)

	

Contribution rate
	10% of reference wage

Government subsidy :  min 50%;  and  max 100%

	Administration

	SIGO

	Financing
	SI Pension Fund

	Government Subsidy for contribution
	

	Other
	A contribution can be made any time within 12 months of it becoming due









Old age extension Scenarios validated by Tripartite Consultation meeting:
 Tripartite (MPDSP, MONEF and CMTU) Consultation Meeting on Extension old age pension to all held in 19 June 2014 and 5 of  8 broad  scenarios validated.  Scenario 1, 3, 6, 8 and 9 were selected as below:  
	Scenario 1: Subsidies on voluntary SI contributions

	Pillar 1: Social Pension
	· Those who do not contribute to SI system
· Social Pension at least at rural poverty line level
· 55 for women, 60 for men

	Pillar 2: Contributory scheme
	Defined benefits
· Voluntary and subsidized for herders, self-employed and informal economy workers (50%-50%)
· Mandatory and not subsidized for private and public employees
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	Scenario 3: Lower subsidies for self-employed and informal economy workers

	Pillar 1: Social Pension
	· Those who do not contribute to SI system
· Minimum pension at rural poverty line level
· Equal retirement age

	Pillar 2: Contributory scheme
	Defined benefits
· Voluntary and subsidized for herders (50%-50%)
· Voluntary and less subsidized for self-employed and informal economy workers (70%-30%)
· Mandatory and not subsidized for private and public employees
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	Scenario 6: Universal social pension

	Pillar 1: Social Pension
	· For all citizens and permanent residents
· Minimum pension indexed on inflation
· Equal retirement age

	Pillar 2: Contributory scheme
	Defined benefits
· Voluntary and subsidized for herders, for self-employed and informal economy workers (50%-50%)
· Mandatory and not subsidized for private and public employees
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	Scenario 8: Redemption funds and gradual reduction of subsidies

	Pillar 1: Social Pension
	· For all citizens and permanent residents
· Minimum pension lower than rural poverty line level
· Equal retirement age

	Pillar 2: Contributory scheme
	· Defined benefits
· Voluntary and subsidized for herders, for self-employed and informal economy workers (from full subsidy, gradually decrease to 50%-50%, financed by the redemption funds)
· Mandatory and not subsidized for private and public employees
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Scenario 9: Separate OA scheme for targeted groups 
	Main parameters 
	Proposals 
	Description

	Type of Design
	DB  (pillar 2)
	It should be a separate scheme from the current SI (formal sector) OA pension scheme as well as OA pension Fund

	Retirement age
	Male 55
Female 50
	Current rural living conditions such as  climate conditions and endless processes of husbandry  require to set more early retirement age for them

	Contribution
	Should fit to future pension benefit level
	Should fir to payment capacity of person

	Pension
	Fixed amount
	Should be correlated with contribution 

	Years of service
	15-20
	If insured could not meet minimum requirement, then a scheme should allow a lump sum benefit referred number of years which had been paid 





	Other parameters
	Proposals
	Explanation

	Term of contribution payment 
	Any possible month
	Scheme should allow flexible time to pay monthly contribution, especially for herders due to very seasonal cash flows /connected to income cycle/

	Insurance policy
	As flexible as possible
	For instance Insurance policy should not  say to get fines to run over of a contribution payment  and it should  clearly express a flexible time to pay contribution any months of the years 

	Government subsidy 
	Government shares the contribution
	The Government subsidy options may allow more than 50 to 70 percent depending on continuously periods of  contribution in order to encourage SI coverage for young people  

	

Other leverages
	Some leverage tools to increase the interest of herders to pay social insurance 
	1. If insured paid advanced payment of contribution, government also will be available to transfer same amount of contribution  
2. If insured paid more than 10 years continuously, then the government may increase its share of contribution up to 70 percent
3. Current government subsidies like a cashmere and wool bonuses for herders, SI contribution payment should be deducted from those kind of subsidies based on rules
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Appendix-I 
Law on Pensions and Benefits provided by 
the Fund of Social Insurance (7 June, 1994)

The benefits payable (Article 2.1) from the Pension Insurance Fund are:
 
1. Retirement pension; 
2. Invalidity pension; 
3. Survivors pension. 

The basic eligibility and pension amount calculation for a “retirement pension” (Articles 4, 4.1 and 5) can be summarized as:
 
Eligibility & Benefit Formula for Retirement Pension: 

	Parameter
	Males 
	Females 

	Minimum Age for full pension 
	60Years 
	55 Years 

	Minimum Years of Contribution for full pension 
	20 Years 
	20 Years 

	Rate of Full Benefit for 20 Years of Contribution 
	45%

	Rate of Full Benefits if Contribution Years exceeds 20 years 
	45%
+ 1.5% × [Years of Contribution – 20]

	Rate of Reduced Benefits for Contributions 10-20 Years 
	[2.25%] × [Years of Contribution]



The minimum ages shown above represent the standard requirements. However, following categories of insured have more relaxed minimum age requirements.
	1 
	Women having 20+ years of contributions and raising 4+ natural (children adopted under 3 years) old until the age of 6, having attained 50 years old are eligible for early retirement pension at own request. 

	2 
	Insured who satisfy the following requirements are eligible for early retirement pension: 
▪ Men who worked underground for 10+ years out of total of 20+ years of insurable service, having attained 50 years. 
▪ Men who worked in hazardous, hot working conditions for 10+ years out of 20+ years of insurable service, having attained 50 years. Women who worked in similar conditions 7.5+ years out of 20+ years of insurable service, having attained 45 years. 
▪ Men who worked in arduous conditions for 12.5 years out of 20+ years of insurable service, having attained 55 years old. Women who worked in similar conditions for 10+ years out of 20+ years of insurable service, having attained 50 years. 



Insured persons who have not attained the stated retirement ages and who stop paying contributions after satisfaction of the requirement for contribution period (20 years) shall be retained until he/or she attains the qualifying age. 
The monthly pension amount is determined by multiplying the relevant rate (calculated as indicated above) and the amount of average wages on which contributions were made. This calculated amount is compare to specified minimums and if less the minimum is paid. The minimum pensions stipulated are as follows: 
	Percentage of Minimum Wage fixed by the Government 

	Minimum Full Pension 
	75 

	Minimum Reduced Pension 
	50 



Article 6 states that pensions will be paid: 
▪ From date of attaining qualifying age, provided application has been made in advance; or 
▪ From date of claim if application made after attaining qualifying age; and 
▪ End with the death of the insured. 

Articles 7 states that to receive invalidity pension from the Pension Fund the following must be satisfied: 
1. The capacity to work is reduced by 50% or more permanently or for a long duration due to non-occupational disease or accident; and 
2. Has paid contributions for 20 years or more OR for 3 years out of last five. 

Article 9 provides for insured eligible for invalidity with 20 years or more of contributions to receive full pension as calculated for regular retiree. Those with contributions between 3 years and 20 years would be entitled to reduced pension again calculated as for regular retiree. Furthermore, the full and reduced minimum pension amounts applicable to normal retirees would also apply. 
Article 10 provides for the invalidity pensions to be paid up to earlier of: 
▪ Date of rehabilitation of the insured; or 
▪ The month following the death of invalidity pensioner. 

Articles 12 provides that when an insured who has contributed for 20 years or more OR who has contributed for 3 years out of last 5 years and is a breadwinner dies then survivors pension shall be payable to:
	1
	Natural or adopted children (applicable to a child born after father's death) under 16 years old (19, if they are students), regardless of another person is legally responsible for their maintenance

	2
	Grandchildren or his/her younger sisters and brothers under 
16 years old who have no other person legally responsible for their 
maintenance 

	3
	Grandchildren and his/her elderly and younger brothers and 
sisters, who were under care of the deceased, incapacitated at birth or prior to attaining 16 years of age 

	4
	Fathers aged 60 years or more, mothers aged 55 or more, incapacitated  
parents, husband or wife, or his/her grandparents, elderly and younger brothers and sisters who have no other person legally responsible for their maintenance 


	5
	Children under 8 years of age, parents and husband or wife (regardless of age and working capacity) who are out of employment owing to involvement in caring for their grandchildren or younger sisters and brothers who have no other person legally responsible for them 




Additionally the following dependent family members are eligible for pension benefits
	 1 
	Dependent members of an insured person who died while he was on receipt of a retirement pension or invalidity pension, as well as who totally lost his capacity for work in the months preceding the death 

	2 
	Step-parents will be treated at part with natural parents in the event of the death of a step-son or step-daughter who was the breadwinner 

	3 
	A child who does not get alimony from natural parents by a judicial decision will be treated like his or her own child in the event of the death of its step father or step mother 

	4 
	Dependent members of an insured person whose disappearance confirmed by a judicial decision remaining in force; 



Article 22 defines how average wage is to be determined. The following table summarizes these regulations.
	Contribution Category 
	Formula 

	For regular monthly contributors 
	[Aggregate of highest consecutive 5 year wages] 
÷ [Number of insurable months in these 5 years] 

	For irregular contributors 
	[Aggregate of highest 5 year wages] 
÷ 60 

	For persons becoming eligible for pension after contributing less than 5 years 
(this can occur for invalidity pension) 
	[Aggregate wages for which contributions paid] 
÷ [Total number 



Article 30 of the implementing regulations provides for indexing of pension benefits based on proposals developed by the Social Insurance National Council, keeping in view changes in cost of living, and approved by the Government.








Appendix-II:
Law on Individual Pension
Insurance Contribution Accounts (1999 June10)

Article 3 provides for all of the Mongolian labour force born on 1 January, 1960 or thereafter to be covered by these regulations and that each should have a single individual account established. 

Article 4 states that amounts credited to individual account will comprise: 

1. Individual account initial balance; 
2. Employee contributions; 
3. Employer contributions; 
4. Contribution made by the State; 
5. Return credited to the individual account 

Article 5 provides basis for determining initial balance for the individual account and the monthly contributions to be credited. 

	Individual Account Initial Balance
	[Monthly Contribution  Dues] × [Total Months of Service]

	Monthly Contribution Dues
	[Average Monthly Wage of Contributor] ×[Average Index of the National Average Wages in the  Last Five Years] × [Rate of Contributions] 





The process of crediting returns to individual accounts is explained in Article 6 and is as follows: 
	Return For the Year (Annual Interest Rate) 

	{ [Initial Balance at Start of Year] + [Contributions for the Year] } × [Average Growth of Average Wages in the Last Three Years] 




The responsibility of determining the average growth in average wages is of the Social Insurance National Council based on input from the National Statistical Office and data collected by the SIGO. 

Annual interest rate for personal account balance
	Year 
	Interest rate 

	2002
	14.0%

	2003
	5.0%

	2004
	11.0%

	2005
	7.0%

	2006
	11.1%

	2007
	15.8%

	2008
	18,7%

	2009
	29,8%

	2010
	28,3%

	2011
	25,4%



Article 7 describes requires needed to be fulfilled to be eligible for pension under this regulation. In summary, the contributor must: 

1. be born on or after 1 January, 1960; 
2. have attained age 60, or 55 in case of woman; 
3. have made contributions for 180 months or more in total; 
4. be no longer in employment. 

It is also stated that a contributor born on or after 1 January, 1960 who satisfies the qualifying conditions for a disability or survivor's pension stipulated in the Law on Pensions and Benefits
Provided by the Social Insurance Fund shall be eligible for a disability and survivor's pension calculated under this Law. 
The amount of monthly pension for retirement, disability and survivor cases is detailed in Article 8. For retirement the formula is: 

	
                 Monthly Pension (MP)
	  





The responsibility of determining the average life-expectancy factor lies with Social Insurance National Council based recommendations of the National Statistical Office. 
Details of eligibility and pension amounts for invalid and survivor cases will be discussed in future reports. 

Article 9 defines the minimum monthly retirement pension as being 20% of the national average wage.

 This system does have a single minimum pension, for those with contribution periods exceeding 15 years the minimum is enhanced by 0.5% per additional year. The minimum pension can be described by the following formula: 

	
Minimum Monthly Pension (MMP)
	




Article 10 explains that pensions will be adjusted by an index which will have some direct link to inflation rate. The pension adjustment index and its method of application shall be responsibility of National Statistical Office under advice of the Social Insurance National Council. 
The duration of pension payments is not explicitly defined under the regulations but Article 11 states that they will be paid monthly and a the pensioner shall be shown a statement indicating the pension payments made and the remaining account balance.
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Statistics of coverage (contributors and pensioners), at present and past trends[footnoteRef:7] [7:  Source of data: SIGO 2014 Database] 


Table 1: Old age pension beneficiaries (by types, sex and age groups)
	Type & Age group
	2009
	2010
	2011
	2012
	2013

	
	male
	female
	male
	female
	male
	female
	male
	female
	male
	female

	1. Compulsory OA
	69,931
	138,081
	71,390
	140,868
	72,121
	143,454
	74,454
	146,984
	  77,025 
	   151,637 

	up to 50
	2,686
	2,364
	2,480
	2,337
	1,963
	1,422
	1,522
	549
	    1,541 
	          546 

	50-54
	3,373
	22,071
	3,531
	20,609
	3,406
	17,998
	3,413
	15,498
	    3,365 
	     13,190 

	55-59
	5,857
	33,318
	5,993
	34,287
	6,762
	38,184
	7,155
	41,272
	    7,701 
	     44,731 

	60 and over
	58,015
	80,328
	59,386
	83,635
	59,990
	85,850
	62,364
	89,665
	  64,418 
	     93,170 

	of which: Pension fund
	58,778
	136,883
	60,081
	139,647
	60,631
	142,195
	62,493
	145,564
	  64,619 
	   150,051 

	up to 50
	682
	2,161
	750
	2,147
	379
	1,233
	29
	337
	         25 
	          302 

	50-54
	348
	21,766
	374
	20,301
	366
	17,699
	365
	15,171
	       401 
	     12,810 

	55-59
	3,414
	33,067
	3,582
	34,046
	4,071
	37,909
	4,366
	40,967
	    4,725 
	     44,406 

	60 and over
	54,334
	79,889
	55,375
	83,153
	55,815
	85,354
	57,733
	89,089
	  59,468 
	     92,533 

	Military service
	11,153
	1,198
	11,309
	1,221
	11,490
	1,259
	11,961
	1,420
	  12,406 
	       1,586 

	up to 50
	2,004
	203
	1,730
	190
	1,584
	189
	1,493
	212
	    1,516 
	          244 

	50-54
	3,025
	305
	3,157
	308
	3,040
	299
	3,048
	327
	    2,964 
	          380 

	55-59
	2,443
	251
	2,411
	241
	2,691
	275
	2,789
	305
	    2,976 
	          325 

	60 and over
	3,681
	439
	4,011
	482
	4,175
	496
	4,631
	576
	    4,950 
	          637 

	2. Voluntary OA
	279
	974
	381
	1,309
	466
	1,726
	577
	2,344
	       647 
	       2,838 

	up to 50
	-
	10
	3
	9
	1
	8
	-
	4
	         -   
	              2 

	50-54
	3
	420
	5
	527
	5
	641
	2
	823
	           2 
	          811 

	55-59
	6
	430
	10
	599
	18
	832
	24
	1,174
	         28 
	       1,553 

	60 and over
	270
	114
	363
	174
	442
	245
	551
	343
	       617 
	          472 

	of which : Herders
	12
	58
	14
	81
	17
	105
	20
	117
	         22 
	          130 

	up to 50
	
	
	
	
	
	
	
	
	 
	 

	50-54
	-
	37
	-
	49
	-
	60
	-
	63
	         -   
	            57 

	55-59
	-
	10
	-
	19
	1
	29
	1
	36
	           1 
	            53 

	60 and over
	12
	11
	14
	13
	16
	16
	19
	18
	         21 
	            20 

	self-employed and others
	267
	916
	367
	1,228
	449
	1,621
	557
	2,227
	       625 
	       2,708 

	up to 50
	-
	10
	3
	9
	1
	8
	-
	4
	         -   
	              2 

	50-54
	3
	383
	5
	478
	5
	581
	2
	760
	           2 
	          754 

	55-59
	6
	420
	10
	580
	17
	803
	23
	1,138
	         27 
	       1,500 

	60 and over
	258
	103
	349
	161
	426
	229
	532
	325
	       596 
	          452 

	TOTAL
	70,210
	139,055
	71,771
	142,177
	72,587
	145,180
	75,031
	149,328
	  77,672 
	   154,475 

	up to 50
	2,686
	2,374
	2,483
	2,346
	1,964
	1,430
	1,522
	553
	    1,541 
	          548 

	50-54
	3,376
	22,491
	3,536
	21,136
	3,411
	18,639
	3,415
	16,321
	    3,367 
	     14,001 

	55-59
	5,863
	33,748
	6,003
	34,886
	6,780
	39,016
	7,179
	42,446
	    7,729 
	     46,284 

	60 and over
	58,285
	80,442
	59,749
	83,809
	60,432
	86,095
	62,915
	90,008
	  65,035 
	     93,642 



Table 2:  Mandatory Insured (by SI types and sex)
	Total
	2009
	2010
	2011
	2012
	2013

	
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female
	Male 
	Female

	
	259,268
	256,069
	279,510
	267,443
	323,721
	298,455
	364,503
	336,126
	390,681
	363,810

	Pension (OA+S+D)
	248,885
	265,276
	270,183
	278,279
	315,963
	310,241
	357,526
	348,959
	387,235
	379,580

	Maternity & Sickness
	248,921
	265,325
	270,260
	278,394
	316,067
	310,373
	357,662
	349,113
	387,449
	379,798

	Unemployment
	231,215
	251,930
	251,262
	263,836
	295,755
	292,970
	335,149
	328,082
	362,274
	352,997

	Working injury
	234,467
	255,418
	255,706
	268,624
	301,714
	299,239
	342,203
	335,609
	371,054
	362,757

	Social Health
	257,687
	257,412
	278,298
	269,013
	323,278
	298,255
	363,664
	333,666
	392,728
	359,121





Table 3: Formal sector insured (by enterprise types and sex)
	enterprise types
	2013
	2012
	2011
	2010
	2009

	
	Male 
	Female
	Male 
	Female
	Male 
	Female
	Male 
	Female
	Male 
	Female

	1.Government parastatal
	14,060
	13,235
	14,213
	13,406
	16,374
	13,490
	15,890
	13,094
	18,312
	14,008

	2.Local government parastatal
	7,854
	4,476
	5,681
	3,257
	4,123
	2,390
	3,919
	2,131
	3,720
	1,881

	3.Budget entities
	60,191
	120,667
	55,562
	113,079
	53,617
	106,043
	53,178
	104,613
	52,231
	101,806

	4.Military service
	19,213
	6,065
	19,140
	6,108
	17,046
	5,660
	17,462
	5,722
	17,496
	6,036

	5.Shareholding company-State
	10,858
	5,114
	10,447
	4,601
	8,189
	3,986
	8,466
	4,328
	6,301
	3,873

	6.Shareholding company-Private
	10,671
	9,210
	10,282
	9,398
	9,814
	9,027
	9,175
	8,172
	8,371
	8,287

	7.Shareholding company-foreign 
	8,012
	7,313
	7,947
	6,958
	7,879
	6,836
	8,021
	7,075
	8,402
	7,674

	8.Limited company-State
	43,092
	33,663
	39,740
	28,741
	32,677
	23,814
	25,303
	19,190
	21,308
	16,912

	9.Limited company-Private
	163,042
	129,448
	147,813
	116,100
	126,568
	97,641
	95,527
	77,550
	81,305
	69,123

	10.Cooperative
	2,146
	1,704
	2,041
	1,591
	1,846
	1,448
	1,225
	1,244
	994
	942

	11.Partnership-fully
	805
	2,588
	732
	2,368
	647
	2,124
	645
	2,088
	616
	2,021

	12.Partnership-limited
	333
	1,090
	298
	955
	445
	938
	323
	935
	280
	898

	13.Proprietorship
	112
	223
	150
	285
	153
	323
	171
	312
	213
	313

	14.NGO
	9,166
	12,754
	7,771
	11,406
	7,637
	10,396
	6,473
	8,761
	5,780
	7,944

	15.Other
	270
	616
	169
	558
	169
	402
	32
	145
	23
	75

	Total
	349,825
	348,166
	321,986
	318,811
	287,184
	284,518
	245,810
	255,360
	225,352
	241,793





Table 4:  Mandatory Insured   (by sex and age groups)
	Age groups
	2009
	2010
	2011
	2012
	2013

	
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female

	total
	248,885
	265,276
	270,183
	278,279
	315,963
	310,241
	357,526
	348,959
	387,235
	379,580

	15-19
	2,837
	4,233
	2,377
	2,861
	3,335
	3,568
	6,566
	6,861
	10,347
	7,554

	20-24
	9,353
	2,668
	18,057
	5,554
	29,385
	11,500
	44,049
	21,904
	56,881
	34,849

	25-29
	42,379
	31,604
	51,523
	43,502
	65,960
	58,833
	75,986
	70,618
	80,774
	78,546

	30-34
	39,451
	44,715
	43,680
	47,481
	50,390
	52,221
	54,801
	56,551
	57,640
	60,049

	35-39
	31,284
	39,050
	34,609
	41,713
	39,637
	45,258
	43,236
	49,304
	45,434
	52,314

	40-44
	27,744
	38,038
	30,146
	39,869
	34,200
	42,635
	37,310
	45,821
	39,896
	48,514

	45-49
	26,232
	35,182
	27,817
	36,381
	30,833
	37,989
	32,977
	40,084
	34,662
	42,287

	50-54
	26,095
	32,780
	26,882
	33,100
	28,507
	33,314
	29,699
	34,125
	30,586
	34,413

	55-60
	18,132
	19,462
	18,194
	18,505
	18,613
	17,246
	18,654
	16,259
	18,491
	14,771

	60+
	25,378
	17,544
	16,898
	9,313
	15,103
	7,677
	14,248
	7,432
	12,524
	6,283




Table 5: Voluntary Insured under OA insurance scheme (by types and sex)
	
	2009
	2010
	2011
	2012
	2013

	
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female

	Herders
	2,396
	2,798
	2,879
	4,011
	4,667
	6,569
	5,311
	7,203
	10,524
	13,192

	Self-employed
	5,708
	11,167
	6,865
	12,563
	7,470
	13,939
	9,634
	19,289
	15,820
	30,664

	Others
	10,624
	19,030
	13,487
	23,924
	17,083
	31,893
	19,988
	39,804
	26,430
	51,500



Table 6 Voluntary Insured (by categories, SI types and sex)
	
	2009
	2010
	2011
	2012
	2013

	
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female

	Total
	2395
	2798
	2882
	4014
	4673
	6583
	5319
	7223
	10535
	13211

	Pension
	3739
	5341
	2787
	3954
	4652
	6548
	5298
	7201
	10527
	13196

	Maternity and Sickness
	3723
	5312
	2784
	3949
	4649
	6545
	5295
	7200
	10527
	13196

	Working injury
	3688
	5306
	2784
	3949
	4648
	6545
	5294
	7200
	10526
	13196

	Total
	5544
	11123
	6865
	12563
	7470
	13939
	9634
	19289
	15820
	30664

	Pension
	5881
	11345
	6853
	12539
	7463
	13935
	9630
	19286
	15818
	30656

	Maternity and Sickness
	5869
	11312
	6785
	12496
	7385
	13930
	9597
	19282
	15777
	30648

	Working injury
	5704
	11272
	6783
	12493
	7385
	13929
	9597
	19280
	15777
	30647

	Total
	7939
	13920
	13487
	23924
	17083
	31891
	19988
	39803
	26430
	51499

	Pension
	6246
	11057
	13139
	23415
	16995
	31775
	19945
	39759
	26398
	51447

	Maternity and Sickness
	6222
	11010
	12895
	23093
	16926
	31737
	19889
	39717
	26336
	51429

	Working injury
	6084
	10974
	12893
	23072
	16924
	31732
	19887
	39712
	26336
	51429



Table 7:  Voluntary Insured (by categories, age groups and sex)
	Type
	
	2009
	2010
	2011
	2012
	2013

	
	
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female
	Male
	Female

	Herders
	total
	2,242
	2,720
	2,787
	3,954
	4,652
	6,548
	5,298
	7,201
	10,527
	13,196

	
	15-19
	-
	-
	-
	-
	2
	2
	7
	7
	230
	29

	
	20-24
	556
	19
	652
	45
	1,005
	107
	1,125
	191
	1,392
	426

	
	25-29
	443
	154
	371
	261
	562
	469
	535
	587
	883
	994

	
	30-34
	195
	206
	250
	293
	500
	617
	581
	669
	1,335
	1,507

	
	35-39
	214
	289
	309
	456
	601
	885
	768
	1,097
	1,956
	2,390

	
	40-44
	236
	398
	359
	594
	653
	1,013
	790
	1,228
	1,874
	2,571

	
	45-49
	206
	346
	289
	547
	495
	1,013
	583
	1,220
	1,388
	2,666

	
	50-54
	167
	746
	217
	1,226
	358
	1,844
	433
	1,820
	871
	2,380

	
	55-60
	102
	545
	193
	525
	291
	593
	341
	381
	485
	224

	
	60+
	123
	17
	147
	7
	185
	5
	135
	1
	113
	9

	Self-employed
	total
	5,688
	11,144
	6,853
	12,539
	7,463
	13,935
	9,630
	19,286
	15,818
	30,656

	
	15-19
	1
	-
	-
	-
	2
	-
	7
	5
	40
	49

	
	20-24
	87
	50
	125
	99
	193
	213
	360
	486
	828
	1,419

	
	25-29
	538
	739
	709
	1,136
	944
	1,685
	1,312
	2,847
	2,354
	5,045

	
	30-34
	816
	1,535
	1,142
	1,941
	1,342
	2,354
	1,704
	3,355
	2,795
	5,337

	
	35-39
	989
	1,766
	1,255
	2,130
	1,373
	2,373
	1,796
	3,294
	2,801
	5,248

	
	40-44
	969
	1,868
	1,203
	2,018
	1,249
	2,209
	1,573
	2,965
	2,652
	4,829

	
	45-49
	770
	1,518
	900
	1,775
	897
	1,950
	1,145
	2,695
	1,906
	4,225

	
	50-54
	628
	1,973
	691
	2,110
	717
	2,108
	913
	2,760
	1,417
	3,790

	
	55-60
	462
	1,594
	477
	1,287
	507
	1,021
	630
	869
	872
	699

	
	60+
	428
	101
	351
	43
	239
	22
	190
	10
	153
	15

	Others (informal economy workers )
	total
	10,133
	18,465
	13,139
	23,415
	16,995
	31,775
	19,945
	39,759
	26,398
	51,447

	
	15-19
	2
	3
	2
	2
	10
	16
	59
	62
	358
	234

	
	20-24
	680
	130
	1,197
	341
	1,641
	857
	1,898
	1,717
	2,545
	3,363

	
	25-29
	1,179
	1,214
	1,534
	2,191
	2,219
	4,030
	2,740
	6,011
	3,735
	8,429

	
	30-34
	1,237
	2,222
	1,724
	3,295
	2,465
	4,856
	2,844
	6,397
	3,921
	8,410

	
	35-39
	1,353
	2,518
	1,927
	3,490
	2,480
	4,931
	3,024
	6,263
	4,111
	8,433

	
	40-44
	1,430
	2,706
	1,891
	3,465
	2,347
	4,578
	2,864
	5,587
	3,939
	7,375

	
	45-49
	1,353
	2,452
	1,643
	2,969
	2,039
	3,949
	2,357
	4,915
	3,227
	6,707

	
	50-54
	1,177
	3,355
	1,380
	4,454
	1,793
	5,630
	2,054
	6,187
	2,565
	6,625

	
	55-60
	831
	3,421
	1,048
	3,011
	1,296
	2,831
	1,414
	2,556
	1,505
	1,811

	
	60+
	891
	444
	793
	197
	705
	97
	691
	64
	492
	60
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