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Summary

About twenty years have passed since Mongolia émdaon its transition towards a
market-based economic framework. The results haen impressive, and economic
growth in recent years has been exceptional, bypeoison with almost every other

country in the world. The development of the coyistmineral resources and the opening
of new mines, today and in the future, promisese\ell of national wealth with the

potential to transform the lives of all of thosérig in the country.

Over the course of those twenty years, Mongolia reasgnized that it must develop a
range of institutional structures to support need#) economic and social, which are very
different from those of the past, and has achidagdsuccess in this regard. Of particular
concern to the subject of this review is the immaration of a system of social security, to
meet the livelihood needs of those individuals whaffer the impact of relevant
contingencies, including, for example, disablemantl old age. Mongolia’s system of
social protection comprises, in fact, parallel ps@ns, firstly through a formal,
contributory scheme, conforming closely to inteimadl practice, and based mainly on
social insurance principles, complemented by a dfetnon-contributory provisions
categorized as social welfare, of which old agevigion forms a significant part.

The social insurance system, and in particular dbmponent providing for old age
pensions, has reached a point in its developmesmhigh financial imbalances are evident,
and at which other features of its design shouldehesessed. The response to the financial
problems will undoubtedly lead to lowered pensiapextations, and this is becoming a
matter of social and political concern in the coynThe government has sought advice
and assistance from agencies with relevant expertably the ILO and the World Bank,
in order to help it find the optimal future pathwiay these components of its programmes,
and the engagement of the ILO in this regard iorng

In the course of the development to date of thé-assition social security system, many
workers in Mongolia, predominantly those in fornesthployment in either the public or
private sector, have been able to affiliate to $leial insurance scheme, through the
payment of prescribed contributions, and so haveenaapersonal adjustment or transition,
of a kind needed to enable their full participatiothe market economy.

Some, however, have found this aspect of transities easy. This is the case, notably, for
the community of herders, whose way of life typigahvolves the rearing and tending of
herds of animals, including in particular cattleddmorses, and for many has a nomadic
aspect. Before the economic transition, the herbergefited in general from livelihood
protection by virtue of their participation in captive “collectives”, a social structure
which, in effect, no longer exists. For most, thhegent-day modalities of their occupation
- without this traditional type of support - medwat participation in the existing formal and
contributory scheme of social security has prowvegdractical. While they are permitted to
participate on a voluntary basis, their coverageoisrequired on a compulsory basis, and
few become members in practice. Yet they remaispitie shrinking numbers, a large
group, representing over ten per cent of the cgimtotal population and around 30 per
cent of the estimated work force, and their calliegonates strongly with the country’s
sense of identity, offering an iconic representatbits culture and values.

More than ten years have passed since formal nagetaken of the failure of the country’s
system of social protection to properly engage hbeder community, and the need to
address this issue through the development of appte policy and legislative responses.
In addition, it has been noted that a number okmtroups, more or less specifically
identifiable, suffer a similar form of exclusiom practice if not in theory; these include
those categorized (in national statistics and diseg) as self-employed and those
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conceptualized as informal workers, who, in contras the group of herders, have
emerged in the labour market as new categories sinlge the start of the transition.
Together, these three groups account for more tth#frthe labour force in Mongolia, yet
most have no social insurance old-age pension ageeat all.

In view of the intimate linkage of this issue witlose impacting on the social security
system, the government has asked the ILO to gigtadtconsideration, in the course of its
wider assessment of the latter. This document seekerdingly, to review the issue in a
modestly analytical framework, and to provide imdions of the possible first steps
towards practical progress.

In the course of this task, the spotlight has fellacidentally, on a number of issues which
stand to be addressed at the level of the natienalal insurance pension scheme.
Foremost amongst these is the impact of rapidlseeing longevity — in itself, of course,
a blessing, but one with major implications in terof the social cost of financing the
livelihood of the elderly populace — at a rate whiby international standards, is quite
modest at younger ages, and yet places Mongoliangshdhe leaders of this trend at the
older end of the age range. The normal age ofraént in Mongolia is, at present, fairly
low by international standards, and particularlyf@owomen, the majority of whom are
entitled to retire at age 55, at which point ofdinfor an “average “ individual, the current
expectation of future life is around 24 years. €haclusion that there is a pressing need to
increase the standard age of retirement is stfaigidrd, indeed “obvious”, in technical
terms, although it is likely to prove contentiongerms of political economy.

A second issue arises from the exceptional natfir®langolia’s physical and human
geography. As a result, the need for the provisibeffective and efficient administrative
and outreach services (together with services sgchealth care) to a thinly-distributed
rural populace, of which a significant proportioragtises a nomadic lifestyle, in contrast
to the large and growing metropolitan conurbatgats an extreme level of challenge.

It is beyond the scope of this review to offer intha¢ée and specific solutions to these
challenges, but it is necessary to note their prgszature and their relevance to the topic
in hand, together with the willingness of the IL® work with the social partners in
Mongolia towards finding such solutions.

In seeking the way forward, a range of optionssiiaig quite wide, may be contemplated.
A few may be suggested here, albeit that this imtymeans an exhaustive list. Firstly,
consideration should be given to the integratiorolofage provision under the existing
parallel systems of social insurance and sociaflanesl which could result, advantageously,
in the effective development of a universal old-pgesion. A second option would be to
enrol the herders into the general social insurgresesion scheme, but to reconfigure the
scheme on a multi-tier basis, within which, ratthem a minimum underpin to the earnings
and service-related benefit, the scheme providdsliaeated basic, or “first-tier” benefit.
This, in turn, would be set, initially at a modésstel, which may conveniently be set in
relation to the minimum wage. Two sub-options arggested here, firstly with a basic
benefit at the level of 50 per cent of the minimaage, or alternatively at 75 per cent
thereof. A third option, to be pursued if, for amye of a variety of reasons, enrolment of
the herders into the existing scheme proves imigedcbut not otherwise preferred, may
be to inaugurate a special, “tailor-made” scheme the herders; in each case it is
envisaged that the treatment of the self-employed informal workers’ groups will be
accorded similar treatment.

The extension of pension coverage to these grauper any feasible option, will entail
costs, and given that the present contributoryesystclearly do not cover their long-term
costs from their contribution income, this will fab some extent on government. The
guestion as to whether sufficient “fiscal spaceh de& found is, obviously, pertinent.
However, it may be noted that the scale of any emable cost in this regard is minor by

Vi
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comparison with the annual funding mobilized atspré through the Human Development
Fund.

Whatever option or solution the Government choosetipn should be taken as quickly as

possible. The groups who are the subject of thiepaust be brought within the scope of

the social insurance system without delay. It ithimadvantage not only of these workers
themselves but that of the national budget alst ttiey be enabled to receive insured

pensions as of right, rather than having to relgacial welfare or means-tested pensions —
which will presumably be increasingly limited in aomt — in their old-age.

The design of social security old-age pension selsefar the target groups, if separate
from the current ones, should be integrated toettient possible with the existing social
insurance and social welfare provisions, taking extcount the prospective future reforms
of those schemes so as to ensure the highest defgmagtual consistency. In this way the
old-age benefit provisions should support the dgwekent of an integrated, dynamic and
productive labour market. The ILO stands ready ftovigle, on request, assistance in
regard to such detailed design work, includingahsessment of the proposed parameters
on the basis of quantitative assessment.

Ultimately, the finding of sustainable and effeetigsolutions must rely critically on the
maintenance of a national consensus. At the palliavel, this seems to be assured. At the
level of civil society, work remains to be done.this regard, it is important to highlight
the role of social dialogue, which is a field inialinthe ILO has specific tools to offer, and
would keenly play an active role. A further, newdgveloped tool in the ILO’s portfolio is
that of the Social Protection Floor concept. Thisuld provide a framework for the
development of policies in relation to social pobi@n which could effectively and
advantageously both integrate and extend the ogsrrogrammes of social insurance
and social welfare.
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Abbreviations
DB
DC
ILO
MLSW
MPDSP
NDC
S

SW

Defined Benefit (basis of calculating schemegpams)

Defined Contribution (basis of calculating scleegpensions)

International Labour Office/ International LalroOrganization

Ministry of Labour and Social Welfare (priar June 2012)

Ministry of Population Development and SoWdlfare (since June 2012)
Notional Defined Contribution (basis of caldirlg scheme pensions)
Social insurance (basis of social security s&{sj

Social welfare (basis of social assistance sef®n
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1.

1.1.

1.2.

The social and economic context; national
and international perspectives

Transition of the 1990s and economic growth

As from the early 1990s, Mongolia embarked on dtipal and socio-economic transition,
which has and continues to have profound and leng-impacts on every facet of the
country.

In some recent years, exceptional GDP growth has begistered; the year-on-year figure
for 2011 is quoted by Mongolian sources at aroux@Q@ per cent (17 per cent according
to the Economist Intelligence Unit). However, theflects to some extent exceptional
factors in the economy, notably the coming on stred major mining developments, so
should not be seen as a sustainable long-term rate.

Nevertheless, the macro-economic environment itaiody favourable, and should be
conducive to the extension of social security cager especially that of old-age income
security, provided that the government exercisesmudence.

Poverty reduction

The published statistics for 2011 show that the s&r®omestic Product (GDP) of
Mongolia amounted to MNT 10,829,690 millichsThis equates to a per capita figure of
MNT 3,886,700, or around US$ 2,560. This placesctihentry well within the bracket of
(lower) middle-income countries, as classified txy ¥World Bank.

Following the election of June 2012, the respolfigibiithin the government structure for
social security and social welfare rests with thi@isry of Population Development and
Social Protection (MPDSP), which encompasses (irtks) units responsible for,
respectively, social insurance and social welf&merly, these units resided within the
Ministry of Social Welfare and Labour (MSWL), anthtistics were published by that
Ministry which showed the year-by-year trend of @ay. The figures show that over the
period from 2007 to 2010, the poverty headcountiofatincreased somewhat,
notwithstanding that GPD per capita had begungisind continued through this period
(from MNT 586,800 in 2003 to MNT 2,992,800 in 201®efore falling back to a
measured rate of 29.8 per cent in 2011. This lewaietheless, remains high, considering
the advancing economic fortunes of the country, mag be taken as an indication of the
need for the development of effective policies mees in relation to both formal social
security and broader social welfare.

These figures in themselves do not permit a veegifip analysis of old-age poverty. It is
clear, however, that coverage of the population dla-age provision through formal

1 Atlas method.

2 As measured against the national minimum subsistiavel.
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contributory pension schemes is modest, reachihgaiout one third (676 thousand) of
the 1.8 million population aged 15 and oVer

The statistics show that the national average lefsebusehold income in 2011 was MNT
504,000 per month, of which pensions and allowanegsesented MNT 114,000, or
23 per cent; although the absolute income leveatsrally higher in urban areas and lower
in rural, this percentage is similar in both cases] provides a further indicator of the
importance of pension and welfare provision in allencome.

1.3. Considerations relating to the national budget

In 2011, the published statistics show that theeguwent collected MNT 3,636,866 million
by way of taxes of all kinds; this figure represe88.6 per cent of GDP, a relatively high
level, although this classification includes MNTO#27 million listed as social security
contributions, representing in themselves aboutpér2cent of GDP, or 12 per cent of the
“tax take”.

The overall government revenue, including grantsl ather income, is stated at
MNT 4,400,621.8 million, or 40.6 per cent of GDPdathe overall expenditure at

MNT 4,792,030.9 million, resulting in a budget a@#fof well over 3 per cent of GDP. It is

not an objective of this paper to discuss the iogpions of this outcome in detail, except to
note that the need to control the deficit playsimportant in the government’s fiscal

policy-making, and must therefore be regarded sigr@ficant factor in any discussion of
the fiscal space potentially available for the depment of social provisions and

objectives, not least social protection.

The national statistics indicate that, in 2011, thgenditure on pension entitlements
amounted to MNT 458,206 million, somewhat more thla total income (including

contributions for contingencies other than old agé)the contributory social security
system as noted above, and on welfare pensionsNd 85,650. The latter amount
represents just over one quarter of the total welfadget.

One aspect of the national finances which givestassome concern is the recent trend of
rather rapidly rising price inflation. The year-gear inflation rate as at November 2012
(for both Ulaan Baatar and the country as a whiglsated by the Central Bank to have
passed 14 per cent, and is accelerating, as agatasget figure of under 10 per cent. A
range of commentators have linked this dynamicdh&developing mining “boom”. The
trend is reflected also in a rather rapidly def@&on of the currency exchange rate, while
interest rates — in a global environment of gehetalv rates — are higher than in many
other countries. A significant result, yet to beantfied, is that the specific impact on
prices of food and fuel, is felt badly by the sfiitge population groups living on very low
incomes.

1.4. Human Development Fund

An unusual feature of Mongolia’s budgetary framewisrthe Human Development Fund
(HDF). It is understood that this has been created means to provide, with a reasonable
degree of transparency, that the populace of thtop are able to share directly in the

% In general, as far as possible and unless otherstiged, figures in this document are quoted from
or calculated directly from those published by t&tional Statistical Office of Mongolia in the
Mongolia Statistical Yearbook 2011.
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wealth expected to be generated by developing thentg of the country’s mineral
resources, and in these terms is to be commended.

The HDF is described as having the nature of at tfwsd, but is reflected in the
government accounts as published. In 2011, thenekfjuee through the Fund was stated at
MNT 733,058.2 million, or 6.8 per cent of GDP.

The early experience in mobilizing the HDF has &l on direct cash transfers. It is
understood that early proposals for a general desthbution to all — which, as noted by a
number of commentators may have disadvantageats fissults, notably in driving local
price inflation — have been reconsidered, althopghiments have been made to certain
groups seen to be specifically disadvantaged orevable.

In this light, it is likely that the trend of polianaking will be towards the application of a
major proportion of the HDF to meet social objeetivand that the strengthening of the
non-contributory social welfare provisions, cerbgirand the contributory social insurance
system, possibly, should be high on the list abyities in this regard.

1.5. Legislative development

The laws relating to social security and socialfarel through the modern era have been
revised on a fairly regular basis. Significant ajeswere made in 1994 (introduction of
contributory obligations), 1999 (introduction ofpgnsion tier which is managed on a
notional defined contribution (NDC) basis), and 2@feduction of contribution rates).

An important change to the provision of pensionsa@ocial welfare basis is envisaged in
a revision of the Law on Social Welfare promulgatedearly 2012. This sets out
conditions under which a social welfare pension rhaypaid — broadly, to a man aged
60 years or more, or to a woman aged 55 years oe.niowever, provision under this
heading has been made for some time on the baseedf in the sense that other means of
provision (generally, a pension payable by theadosurance system) are not available.
Discussion papers referring broadly to policy depatent make clear, in a way which the
law itself, perhaps does not, that the policy ititenis that provision under social welfare
will, in future, be “targeted”, in other words paddly to individuals in the qualifying age
ranges who, on the basis of a “means test”, ararstio be in need, and possibly also
subject to a fiscal funding “envelope”. Clearly, anportant factor underlying policy
development in this respect is the fiscal situatiootably the budget deficit as noted in
section 1.3 above.

This situation leads, arguably, to a change witlhnesgather subtle aspects in the inter-
relationship between the laws providing for old-ggevision under, respectively, the
social insurance and social welfare laws. One B&tsoes revolves around the incentives
for individuals to subscribe and contribute to citmttory systems, notably the social
insurance pension scheme under the Social Insu@aneral Office of the MPDSP. It is

likely that workers on low levels of wage or salampuld have limited incentives to

contribute to the social insurance system if canfidthat, failing to receive a social

insurance pension, they would however be grantedcal welfare pension at a similar
(minimum) level.

It is understood that, in fact, proposals had ®mreloped under which participants in the
social insurance pension scheme would receivetadila “social” pension, but that these
provisions, on submission to the Parliament inye2@12 (prior to the election of the new
Parliament in June 2012) failed to receive approval
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Issues of this character are likely to be of comsilile importance in the successful
extension of provision of contributory coveragevtdnerable groups, including those of
the herders and other self-employed workers.

1.6. The labour market

The development over the last 20 years of a nevagket-oriented economy has resulted
in a corresponding re-patterning of the labour rearkn important feature has been the
emergence of certain categories, notably thosegeoared as (self-employed) herders, in
an entrepreneurial role, alongside other self-eygalcand informal sector workers, which
could hardly be identified in the years before tfansition. In this reconfigured labour

market, the share of the non-traditional or infdr@eonomy workers has by no means
ceased growing, now accounting for about 57 pet okthe national labour force. Their

interests, including that of old-age pension, nmattevery sense.

As a result, increasingly close attention is bgiagd to pension provision for vulnerable
groups in Mongolia. Amongst these, a high levepobrity is accorded to the group of
herders, along with the wider group of the self-kappd and informal economy workers.
Chapter 2 focuses more closely on these groups.

1.7. International comparisons

In general, it is appropriate for any country thatgdeveloping policies in relation to social
security provision, and specifically old-age pensiolt may take note to a reasonable
extent of practice and experience, successful suagessful, in other countries.

The unique set of conditions in Mongolia, particlyaas experienced by the nomadic
herders, are such that there should be no expactdtat the model employed in any other
country will provide a ready solution for the prebils and objectives identified in
Mongolia. For this reason, this Section goes nthérrthan to highlight a few of those
aspects in which specific experience may relatgddicular features of Mongolia's
situation. It is envisaged that relevant countrpeziences would be drawn down and
elaborated in more detail in support of the prodesswhich Mongolia will necessarily
refine its major policy choices, and the ILO of csistands ready to provide assistance in
this regard.

For example, and by no means exclusively, it mapleerved that the herders, if not the
self-employed workers generally, represent a langegal-based group, and in this

perspective recent experience of the extensiorrafigion to rural workers in China may

provide a useful reference. This group of Mongolirkers is, in general, thinly-scattered
over a large geographical area, presenting coraditieichallenges in relation to outreach
and administration. In this regard, experience iooantry such as Namibia may be of
value.

A set of specific concerns regarding the contribustheme of social insurance pensions
in Mongolia relates to the funding vehicle, of thgpe categorized as Notional
Defined-Contribution (NDC), as mentioned furtherGhapter 3. This mechanism is used
in a relatively small group of countries, most dhigh are at a later stage of economic
development, and include, for example, Sweden &alg. IRecent experience in these
countries seems to show that the management oftecessets, in conditions of (global)
economic instability, is more challenging than ipaelviously been assumed.
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1.8. Aspects of political consensus

It is notable that the objective of achieving faiverage of the population for pension
provision has been recognized explicitly for overdacade. Government Resolution
No0.119 of June 2002 calls for such expansion oferamye of herders and other
self-employed people.

Prior to the election of June 2012, soundings arsiorepresentatives of each of the major
political parties indicated that it may be expecthdt the implied political consensus
underlying the strengthening of pension (and otkecial security) provision, and
aspiration for extension to population groups sashhe herders, would be maintained in
its main aspects, regardless of the outcome otlgwtion. In this regard, the application to
social protection of at least a substantial parthef Human Development Fund would
represent an appropriate utilisation of its resesirc

1.9. The Social Protection Floor concept

It will be noted, from the commentary above, andhegal appreciation of the policy
environment in Mongolia, that issues of the extemsif coverage of pension (and other)
schemes of both formal social security and less&bisocial protection are closely linked
to those of rationalizing the parallel, existingst®ms of social insurance (generally
contributory) and social welfare (generally non4imutory). In this environment, the ILO

is able to offer an up-to-date framework for polioyaking and implementation of
integrated provision through the elaboration oftiamal Social Protection Floor, and it is
strongly recommended (see also Chapter 4) thgtrssent opportunity be taken to assess
the prospects for extension of social protectiovecage on an integrated basis.

The concept of the Social Protection Floor is fullgscried elsewhete However, a
recent development is the adoption at the IntesnatiLabour Conference of 2012, of the
ILO Social Protection Floors Recommendation, 20N@. 202).

In defining its objectives, Recommendation No. 2@&es that it: “provides guidance to
Member [States] to:

(a) establish and maintain, as applicable, sociateption floors as a fundamental
element of their national social security systeams)

(b) implement social protection floors within sergies for the extension of social
security that progressively ensure higher levelsoaial security to as many people as
possible, guided by ILO social security standards.

The new Recommendation thus provides a progre$simeework within which to build
basic social protection for all in Mongolia. In vieof the persistent high levels of poverty
and rising levels of income inequality in Mongolthgere is a strong case to carry out
urgently an assessment of the scope for implementaf soundly-designed schemes of
basic social protection, on a life-cycle basis. dd@mendation No. 202 promotes such an
approach to all Member States of the ILO, and tliic®© will keenly work with the
MPDSP in this regard.

* A comprehensive set of references may be locaiddaacessed through the web platform of the
ILO’s Social Protection Department entitled “GES&!' www.social-protection.org.
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2.  The herders, self-employed and other informal
economy workers

2.1. The group of herders

Table 2.1.

Table 2.2.

In line with the national definition, this sectisaeks to identify some characteristics of the
group nomadic herders, being those who are rusdhaself-employed and engaged
exclusively in animal husbandry. This is certaitilg largest sub-section of the agriculture
sector of the labour force. In 2010, national sttt showed some 327,154 working
people as herders, accounting for 28.5 percenhefetonomically active population; in
2011 this figure had reduced to 311,185 (27.7 mat)c The national statistical office
publishes regularly a broad classification of tleeders by age, as shown in Tables 2.1
and 2.2.

Number of workers identified as herders

2008 2009 2010 2011
Number (individuals) 360,255 349,303 327,154 311,185
Per cent of total population 13.5 12.9 11.8 11.1
Per cent of economically active 33.6 30.7 285 21.7
Source: NSO
Herders by age as per cent of total
Age group 2008 2009 2010 2011
160 35 46.9 45.1 43.5 415
36 to 55/60 40.0 41.1 43.5 46.0
56/61 and over 13.1 13.8 13.0 125

Source: NSO

2.1.1. Characterizing the herders

It is clear that the herders live, generally, irceimstances of financial vulnerability. One
item of evidence in this regard is that the aniffatks are small — over 40 per cent of
herds number fewer than 50 animals and 60 perfesetr than 100 animals.

The tables above illustrate in particular, withgaing into fine detail, three features —
already known in a general way — of the herder camity:

m  Firstly, the absolute number of herders is deangagear by year (at a rate over the
period shown of more than 4 per cent per year);

m  Secondly, the age profile shows a distinct trehdgeing, as seen by the increasing
weight (Table 2.2) of the over 36 age group;

m  Thirdly, a substantial number of herders remativaly engaged in their occupation
into the older years, beyond what, for them, igaothetical “retirement age”.

Each of these features should be regarded as @&mtumgicator of the need to make
adequate provision, through social protection]if@iihoods in old age.
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2.1.2. Family perspective and structure

In measuring the population of herders in the agurhe Statistical Office (NSO) counts
not only on the basis of individual (adults) idéetl as forming this group, but the
“household”, or family groups. In 2011, the numbbéifamilies counted was 154,917, so
that each household counts almost exactly two (atterders. This naturally presents a
picture (to be confirmed by more detailed obseorgtof a “nuclear” family structure. The
general statistics published by the NSO give nacattn as to the “typical” numbers of
children who may be living in such family structsir@or of their aspirations or intentions
for their future livelihoods, and hence no indioatiof possible patterns of succession
which may enable the long-term continuation of thesation. It is not planned within the
scope of this paper to investigate this questiomdme detail, except to observe the strong
likelihood that, notwithstanding the cultural andstbarical respect accorded to this
vocation, the numbers so occupied will decreaséraoously and steadily. This will result
from so many factors — the “pull” of organized lifethe cities, the prospects of economic
betterment in the expanding sector of mining andemals, and the loss of educational
opportunities for those living a nomadic life —taseem inevitable.

2.2. The group of self-employed workers (other than herders)

According to the national definition, a self-empboly person is “the person who is
managing an enterprise, organization and joint @mwpwithout participation of other
workers. Family members may work here without sdjathey can be both urban and
rural-based and occupied in both husbandry andhagbandry related fields — but if
included in this grouping they themselves engagsataried workers in employment.

The general statistics published by the NSO prowdiess clear outline of the group
labelled “self-employed” workers. It is worth naginthat the general definition of
“self-employed” might in fact include herders, limitview of their status in Mongolia, this
group is, by convention, separately and specialgniified. The drawing of a more
detailed picture of the general group of self-emptb workers would be the work of
interpreting the Labour Force Survey, which hambmsnducted regularly in recent years,
but is beyond the scope of the present paper.

The general statistics identify occupational catego but not the characteristic of

formality or informality. In any case, it is incigagly recognized that a spectrum exists of
work modes, ranging from, at one extreme, comdiateality to, at the other, complete

informality — characterized by no (written) conta arrangement, or social protection
arrangements of any kind — and that its proper rataleding may be facilitated by new

analytical tools yet to be fully developed.

That said, the general statistics for 2011 showttha number of those economically
active to be 1.125 million. Government employees @ounted at 155,679, and taking
account of those in agricultural occupations (oVermingly the herders, but also
including a further 30,000 engaged in farming, $tmng fishing and hunting) those
engaged in the general non-government economy nuanbttle over half a million. The
proportion of those who are self-employed is veiffiadilt to determine at all precisely,
but it seems likely that the numbers of those whe self-employed in a reasonably
“formal” sense (and hence likely to subscribe ® #lvailable social security schemes) are
somewhat less than the number of herders, althauaglyally, their characteristics — in
particular the urban/rural breakdown will be foutadbe very different. In view of the
importance of focusing on the needs of the spegfaup of herders, we view, for the
purposes of this report, the group of “the self-laypd” as comprising essentially the
urban-based and non-agriculture self-employed.
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The conclusion here is that the magnitude of trexlrfer pension provision for this group
will be very similar to, andprima facie, should be accorded a similar priority, those ef th
herders.

2.3. Overview of employment in the informal economy

It remains to consider the “residual” group, whe assentially those who work in an
environment towards or at the “informal” end of teenployment spectrum. Again,
reference may be made to the national definitiomfotmal employment means
engagement of individuals, households and groupeimagricultural works and services
which are legally not prohibited and not fully esfted in official registration, statistical
information and social protection and is not orgediin any forms.” Such employment
can be both urban and rural based.

Since agricultural works and services are excludethloyment categorized in this way as
“informal” exists, conceptually, in the industreahd services sectors, mainly in urban areas.

2.4. Wages and salaries
The key statistics in this regard are:

m  The national average wage, which is shown in th&ssics for 2011 as equal to
MNT 424,200 per month (around US$ 330 per monttk figure appears close to
the average wage in both the manufacturing andgabministration sectors.

m  The national minimum wage, which is set from titoetime by government order,
and was fixed fairly early in 2011 at MNT 140,4G£) pnonth.

m  The average wage for those engaged in agricuincerelated occupations, which
was measured for 2011 at MNT 203,100 per month.

This last figure seems to represent a reasonabley for the income level of herders, and
while it is obviously greatly below the level fasrmal economy workers (48 per cent of
the figure noted above), it is nevertheless sigaiftly higher, by 45 per cent, than the
minimum wage level. It seems likely therefore ttisre is scope to mandate that these
workers affiliate to formal schemes of social séguon the basis of the payment of at
least a modest rate of contribution. Whether thitriie also for the identified groups of
self-employed workers, and even more so for thermél economy workers, could
probably be determined only on the basis of a rdetailed field investigation.

2.5. Overview of pension status

At present, and in practice, the herders, self-eygd and informal sector workers may
participate in the social insurance old-age pensidmeme on a voluntary, rather than a
compulsory basis. The observed result is thativelgtfew members of these groups do,
in fact contribute to the scheme.

There are, however, a fairly substantial numbepeaisions presently in payment by the
Social Insurance General Office (SIGO) to both eyddormer (presumably) herders and
to formerly self-employed persons. The figures med by SIGO for 2011 indicate
around 57,000 pensions to ex-herders, at an avemaggthly amount of close to
MNT 100,000 (about US$ 40), and 28,500 pensiongayment to former self-employed
persons at an average monthly amount of a littler dMNT 120,000 (a little under
US$ 50).
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The number of current contributors is, as noted vabosmall, being (in 2011)
11,250 herders and 21,400 self-employed. It ismaeduthat many of the pensions actually
in payment reflect entittements accrued under #leemes operational under the old,
centralized economy. Nevertheless, their existempéies a certain degree of awareness of
pension provision and its benefits amongst the drecdmmunity, and perhaps also a
degree of acknowledgement amongst the wider contgnohithe right of the herders and
self-employed groups to participate in the natiosydtem of social security. If so, this
would be a useful foundation on which to build aasmensus as to the inclusion as full
participants of these groups in formal schemes thdnghose presently existing or to be
implemented in the future.

The ILO commissioned a modest survey early in 281&der to identify and examine, to
the extent possible and in particular, the reasmnpoor levels of coverage amongst these
groups. While the statutory provisions as impleradrdat present require only voluntary
coverage, it is understood that the over-archimgda social insurance would in fact allow
for the promulgation of special laws that wouldyére affiliation rules for these groups.
However, it seems that there is little capacitydnforcement of compliance requirements,
and, within the existing environment of voluntarifil@tion, the following additional
causes were found to contribute to the low coveratgs:

(@) poor quality of administrative services;
(b) low financial capacity of prospective members;
(c) low perceived level of pension benefits;

(d) poor communication and insufficient advocacy.

2.6. Further remarks

The three groups discussed above are the maintifidele groups working outside the
“traditional” or “formal” economy. They are quitdosely related and not necessarily
clearly distinguishable from each other.

Beyond them, however, there are some other notgetred groups such as the (settled)
farmers, although much smaller. Their livelihoogds in relation to pensions and other
social security provisions are evidently comparabléhose of the three main groups.

It is important to recall that the ultimate objeetiof social security is universal coverage,
not least in terms of human rights consideratidhss is in full conformity with the
Mongolian Constitution and legislation. From a pglperspective, it is important to note
issues of equity (and possible exclusion), in paldr as they may impact small groups of
the population. The extension policy should go lelythe three main groups and apply to
all who are facing the same challenge — that oirfgano old-age pension coverage.

It is unlikely that detailed information and datlating to such small groups can be
obtained without undue and costly work, and it waa$ envisaged that such would be
within the scope of the present exercise. Consdiyighe policy recommendations in
Chapter 4 are framed on the basis of the assesseld of the three main groups identified
above, although with the intention that they shduddapplicable as far as possible to the
others.

It is notable that the objective of achieving futiverage has been recognized explicitly for
over a decade. Government Resolution No. 119 of 2092 calls for such expansion of
coverage of herders and other self-employed people.
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3.

3.1.

3.2.

3.3.

Aspects of old-age pension coverage

Introduction

The need for social security provision in old agetferders and self-employed individuals,
and also for those employed in the informal econorogether with the need to build a
political and social consensus to support suchigyaation, has been clearly identified.
The most natural way to fulfil the objective of nradk such provision would be to mandate
the participation of these groups in the existioigrfal schemes, and to ensure the ability of
the individuals concerned to fully maintain theienefit rights through the payment,
equitably with the wider membership, of appropriedatributions. This Chapter reviews,
briefly, the historical background and, selectivalgrtain features of the national pension
scheme, which may either promote or hinder theesgment of that objective.

The regime before the economic transition

Before the economic and political transition of th@90s, and the adoption of a new
constitution in 1992, the national labour force sisted mainly of two categories of
employees — those working for the public sector stade-owned enterprises, and those
who were members of collective cooperatives, whmsaipations included, importantly,
stock (cattle and other animals) rearing. The gsonpw described as self-employed,
informal economy workers, and private sector empdsy did not exist, at least in
recognizable form, at that time.

Like many other former centralized economies, Mdiagoperated a system of social
security which required no direct contribution Imgured workers, and indeed no explicit
registration by individuals, but provided cover fdt on a more-or-less automatic basis;
this system provided without question for thosehsas nomadic herders. Thus, in effect,
the scope of personal coverage in this period wastsal. The experience of Mongolia in
relation to the difficulties of this transition iflowever, shared by a number of other
countries.

Pension reforms after 1990

A number of reforms have taken place, of which am® especially significant.

3.3.1. The 1994 legislation

In 1994, the Law on Social insurance introduced e first time in Mongolia, a facility
for voluntary coverage of individuals whose empleystatus did not oblige them to
participate. The intention was to promote coverafgroups, such as the herders, who
were effectively excluded from the scheme with tlegsation of the former “automatic”
system of affiliation. In practice, however, thérxas been very little progress in enrolling
either the herders or the wider self-employed grdupey have been, in effect, allowed
exemption from the obligation to participate, mgioh the grounds that their income is
irregular, unpredictable and by no means guarantzegroviding a poor basis for regular
deduction of contributions.

10
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3.3.2. The 1999 legislation

3.4.

The reform in 1999 implemented a “systemic” refarhithe existing pension scheme. This
had operated on a defined benefit (DB) model, Wily-As-You-Go (PAYG) financing,
and was converted into one based on social inserammciples, using a Notional
Defined-Contribution (NDC) mechanism. While the ecte thus retained the solidarity
basis of participation, a major result of the reforas a significant reduction in the target
level of pensions for all cohorts born after 19B6timates indicate that individuals may in
the future have “typical’ expectations of pensicgplacement rates (in relation to
pre-retirement earnings) as low as 20 per centeiflthat there appear to be policy
indications of a target that pensions payable dimmereent from a “full” career should
represent an approximate replacement rate of 50 geet, pensions providing a
replacement rate of only 20 per cent would clebdyinadequate to ensure general income
security in old age, and on that basis would ndy tail to meet the targets implied in ILO
instruments but might be said to fail the essential objectdfesocial security pension
schemes.

A pension scheme of this kind is likely to providgher poorly for individuals such as the
Mongolian herders, because, not only are the pbestcontribution rates for these groups
low®, so that savings accumulations in the individeabants at the time of retirement are
likely to be relatively low, but also because o€ tsecurity of regular contribution
capacity. In any case, as noted previously, ihesdase that very few such workers have
elected to join the scheme.

Social Welfare Provision

In parallel with the development of the social msce (SI) pension scheme, provision has
been available by way of a social welfare (SW) pangayable to all in need and who
receive no Sl pension.

The Law on Social Welfare, which regulates the iom of SW pensions and other
benefits, was most recently revised early in 20t® Law addresses the needs of those
lacking income in various categories and statesrdmdents who reach age 60 (men) or
55 (women) are eligible to receive a SW pensioas¢hbenefits are non-contributory and
financed by the government from its annual budget.

At face value, the provision of SW pensions semgsan income security floor, for the
elderly in Mongolid who lack S| pensions, regardless of previous eympémt,
contribution and current income level. Anecdotabexce suggests that the SW may well
be seen widely in that light. However, it is cl@afact that the revision of the Law in 2012
has taken place in the context of a policy shiftydrds an environment where SW benefits
will be provided on a means-tested basis only,@esibly also subject to a funding cap. It
is beyond the scope of this discussion to addresgalicy issues relating to SW benefits;
however, it may be noted that one, perhaps relgtivénor outcome, is likely to be the

® For example, the Social Security (Minimum Standpr@onvention, 1952 (No. 102) requires,
broadly, that a schemes should secure a replaceragmtof 40 per cent after 30 years of
contributions; Mongolia has not, however, ratifteé or similar conventions.

® These workers contribute at 10 per cent of eamiogmpared with the current “standard” rate for
“formal” employees which is 14 per cent of earningjsared between worker and employer. Even
this rate, however, is insufficient to maintain fheancial equilibrium of the scheme.

" Qualification embraces those who are legally agnnanently resident in Mongolia.
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3.5.

removal of a certain disincentive for individuaigh have the opportunity for affiliation
to the national social security scheme) to subsednlcontributory membership.

Observations on the Interaction between insure  d
coverage and social welfare provision

3.5.1. Decline in personal coverage

A clear, direct and unfortunate consequence ofpiesion reforms undertaken in the
1990s has been a significant reduction in the oditpersonal coverage of the system,
having decreased from, essentially universal cgeetta, by 2011, a proportion of less
than half of the economically active populationteersal of this trend is needed, not only
to ensure the coverage of vulnerable groups, Isatfalr its potentially beneficial effect in
correcting, partially at least, the financial imdrates in the scheme.

3.5.2. Increase in reliance on social welfare pensi  on

Sections 3.6 and 3.7 above discuss certain issoesdthe provision, in the past and in
the future, of pensions within the system of sowialfare. Observations indicated that, in
recent years, a trend has developed towards incgeesiance on SW old-age provision,

in preference to participation in the SI schemésaey more than the minimum level),

partly because of the obligation to contributette §1 scheme, failure in which regard is
hardly punished if an SW pension at a similar leeethe minimum SI benefit can be

claimed. Recent policy changes are likely to chahgebalance of incentives, and this is a
situation which requires regular observation anaitooing.

3.5.3. Inter-generational effects

Pension systems may be seen as having a costgheharacter which isalways
inter-generational, regardless of the institutiom@hngements for savings and investment
of assets; these may be subject to severe erobioalue, as has been vividly illustrated
around the world over the course of the finanam aconomic crisis of recent years. As a
result, there is a need, which must be addrességedevel of each country’s political
economy, for the different generations to perceiveir, long-term balance of rewards and
obligations through the national pension system.

12
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4.

4.1.

Observations and policy recommendations

Extending the scope of coverage

The scope of coverage under social security anidlgootection has several dimensions.
The existing system in Mongolia has componentsregpectively, social insurance and
social welfare, each of which should be viewed &stbadvantage in rather different
frameworks.

4.1.1. Multiple tiers

In order to maximise the advantages and minimise disadvantages of different
approaches to pension provision, including thaetam social insurance, many countries
have built social security pension schemes havingtipie (usually 2 or 3) “tiers”.
Typically, the first tier provides a basic pensiamd the second comprises a mandatory
additional component, designed to provide a pensiement related in some degree to
pre-retirement earnings and hence contributiond. paithe case of the Mongolian herders,
it is clear that their earnings level is relativedy, and most effective approach to meeting
their livelihood needs in old age is likely to fecan a basic, “first-tier” type benefit. At
the same time, the NDC mechanism of the nationalkipa scheme should provide
reasonably effectively or those who are able tdrdmrte on the basis of relatively higher
earnings.

4.1.2. Social Protection Floor

4.2.

As noted previously, the concept of a national &oBrotection Floor should provide a
strong framework for the development of the sowvialfare aspect of old age provision,
and it is recommended that an assessment exekisarbed out in relation to the needs
standing to be addressed and prospects for progress

Observations on basic provision

Basic — “first tier” — pension provision may bearged through a national pension scheme
in different ways, producing, potentially, simil@sults.

m In a number of countries, such provision is mad®ugh a “Universal” pension,
payable to all over a prescribed age. Such schearesften be designed on a simple
basis, which can offer ease, and cost-effectiversdsgiministration.

m In other countries, the pension to be awardeddaadifying individual (or “retiree”)
may be subject to a minimum level of benefit, viltb additional funding need for its
support provided whether on a solidarity basis frdma scheme’s funds, or by
Treasury subvention, effectivelysabsidy.

m A third possibility, applicable only to provisiasf the social welfare type, is a basic
benefit “Targeted” to those who are assessed fed,nby means test or similar
procedure, as lacking other resources.

m  The selection of an approach to minimum pensioovipion depends on many
factors, social and cultural as well as financald policy approaches to the balance
between the social insurance and social welfaranloal it is not possible therefore to
give a recommendation based only on technical facto
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4.3.

4.4.

Observations on “insured” provision

The principal vehicle for provision of old age bétseto most of the current workforce in
Mongolia is that of the Notional Defined Contritarti (NDC) pension scheme. Such
schemes have, in general, a range of features whitltontribute positively or negatively
to the effectiveness of the scheme according téerdifit circumstances. Important
elements are:

m  The basis of participation amongst the membetbkas of solidarity, which accords
well with ILO principles;

m [tis possible to design and manage an NDC persibame (like Mongolia’s current
scheme) in such a way as to mirror, in suitableditmns, the earnings replacement
characteristics of a defined benefit scheme (ltkat toperated in Mongolia in the
pre-transition years), but

m  problems of have emerged in the wake of the omgbirancial and economic crisis
in many countries related to the (investment) manamnt of scheme assets, even in
countries such as Sweden (also Italy).

Some general observations

4.4.1. Family perspective

The characteristics of the herder community aréhdhat a family-based approach to
livelihood provision may be fundamentally more agpiate than an individually-based

one. This fits less well with the traditional appch to social insurance pension provision,
but some compromise may be possible, for exampledmpitting, or encouraging one

membership registration per family or householde Experience in India with regard to
employment guarantees may be helpful in this regard

4.4.2. Outreach and administration

The provision and administration of social welfaie,any form, to the community of
herders in Mongolia represents a unique challenfjeis is a group which is

widely-dispersed, and at least partially nomadidtsnlifestyle. Inevitably, any system of
administration which requires regular or repeateelctl contact will entail high costs, and,
if “clients” are difficult to locate, may be unrable.

In these circumstances, the need for innovativatisols is self-evident. Fortunately, it
seems likely that the herders themselves orgahiie lives on a basis which judiciously
mixes conservatism and innovation. An indicatohedl indirect, may be found in the
miscellaneous statistics included by NSO in theti€ieal Yearbook suggesting,
apparently, that nearly 90 per cent of herder fasihre equipped with electric generators
and 80 per cent with televisions.

The social insurance office (SIGO) has, naturatignsidered these issues, and has
recognized the special responsibilities which dexaln its rural-based officials. Solutions
are being actively sought, in particular througtiadmration with other socially-focused
organizations seeking to achieve outreach to thepg concerned.
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4.5. Selected scheme design matters

In the light of the irregularity and uncertainty whge income received, especially in the
case of the herders, but also of the reasonably es&dblished mechanism of setting of
minimum wages in Mongolia, it is suggested thattipgation in the existing or an
alternative social insurance scheme should be leststatl on the basis of contributions at
the level of the prevailing minimum wage. The aaflié statistics suggest that the average
earnings/income of herders is in fact at a levghér, but not by an order of magnitude,
than the minimum wage. To the extent that this rmdahat individuals may contemplate
“discretionary” savings, provision should be made the scheme to accept voluntary
contributions on as flexible a basis as possiblepdnding on the consensus view of
“stakeholders”, voluntary contributions may suppdemthe introduction of at least a basic
level of compulsory contributions. On this bastse tdesign of a suitable scheme may
proceed, as concerns:

m  Benefits;
n Costs;

m  Contributions, which may need, at least in thertskerm, to be subsidised by the
government if the enrolment of the herders andraheups under consideration is to
proceed forthwith.

4.6. Options

This section lists a number of options which woségm available for development of the
national pension system (generally, but not exedlgj the social insurance pension
scheme) in such a way as to make feasible thetratyis of a large proportion of each of
the groups — of herders, the self-employed, anaiimél economy workers — in the (or a)
national system.

4.6.1. Option 1 — Integration of SI and SW pensions

For as long as the SW pension may have been alilabpractice, to all who lack a
pension from the Sl scheme, it would seem to haenta sensible long-term objective to
merge these two forms of provision, so as to pmyiid effect, a universal pension payable
at a minimum level — related in a suitably — dedinveay to the minimum wage — to all
residents in old age.

The more recent divergence of the apparent potempéwork applicable to social welfare
provision does change this assessment, at lesstidl welfare pensioners are to be treated
reasonably equitably with beneficiaries in othdegaries, and a merger of the two strands
of provision seems less feasible.

It remains the case that the implementation of iseusal old age pension would, in the
view of the ILO, be desirable; this might represanvery suitable application of the
resources of the HDF, and the ILO would be keewddk with the Ministry (MPDSP) to
define such a prospect in detail.

4.6.2. Option 2 (a) — Establish mandatory participa  tion
for herders with a modest minimum pension

The concept here would be to enrol the herders samilar groups as fully-entitled
members of the social insurance pension schemepkformulate the minimum pension
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“guarantee” existing in the national social inswampension scheme as a basic, first-tier
pension; contributions to the NDC component wouldvigle for additional pension
benefits. The basic pension should be set at a shdolet worthwhile level, to be decided;
as an indicator a pension after 15 (perhaps 2Qsy&acontributions may be set at 50 per
cent of the minimum wage.

4.6.3. Option 2 (b) — Establish mandatory participa  tion

for herders with a higher minimum pension

This proposal is similar to that of Option 2(a)t Imith a basic pension set at a higher
level, of, say, after 15 (or 20) years of contibnt75 per cent of the minimum wage
(equal to the objective set under the pre-transitiefined benefit arrangements).

4.6.4. Option 3 — Create an independent scheme

for the herders and/or self-employed

If, for any reason, it proves not to be feasiblattthe groups under consideration be
enrolled in the national (social insurance) pensicimeme, it may be possible to envisage a
separate scheme, “tailor-made”, for them. This wolve certainly disadvantages in
terms of the (in) efficiency of administering aately small scheme for “hard-to-reach”
groups. Moreover, the simplest vehicle for suchcheme would be one of defined
contributions, which would entail several disadegets, in terms of investment risks for
members, loss of solidarity, and difficulties ofegdate provision at the lowest income
levels. For all of these reasons, this paper doeset out design which is detailed in any
way, while the ILO stands ready, on request, tokwath the MPDSP as appropriate.

4.6.5. Financing

At present, the cost of social security provisisre&perienced by contributing members on
the “standard” basis is represented by a contobutiate of 14 per cent of declared
earnings. This has been reduced (in 2004) fromadieerate of 19 per cent, and includes
contributions specified for several contingencigkep than old age. For those (few)
herders and others who choose to participate ariumtary basis, the contribution rate is
by concession reduced to 10 per cent of declanetnegs.

It is clear, however, that contributions, eventet tate of 14 per cent, fall far short of
meeting the actual long term costs of the schenhés iB evidenced by the imbalance
already observed between contributions income amefit expenditure, although this is
compounded by factors dating as far back as thensetexisting in pre-transition period.
In fact, an estimate, albeit highly simplified, gegts that the ongoing contribution rate
needed to meet the long term cost of provisiorpi@aching 20 per cent of earnings (a
little lower for men retiring at age 60, rather lég for women retiring at age 55), and
possibly significantly higher.

From this perspective, the possible cost of eshislg a long term financial balance for
the scheme may be rather high.

From another perspective, however, it should beiptesto make progress within a more
manageable cost envelope. This seems to be treegasds provision for the herders. If,
say, a large-scale registration takes place ofdnemdumbering 1.5 per family on average,
the new registrations would be around 220,000.fufther, the (somewhat unlikely)
scenario came about that the government might beirezl to subsidise the whole
contribution of 10 per cent of earnings, at (hygtittally) the level of the minimum wage,
then the total annual cost in present terms woniduat to about 0.8 per cent of overall
government expenditure, or 0.34 per cent of GDRs Titay reasonably be compared with
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the expenditure flow through the Human Developntamd amounting to around 6.8 per
cent of GDP.

4.6.6. Recommendation

On the balance of the considerations discussedealiois recommended that steps be
taken to mandate the participation of the herderhé national social insurance pension
scheme. This should be on the basis that:

m the contribution rate should be set at the exgstevel prescribed for voluntary
participation amongst these groups, of 10 per afn¢arnings, which would be
applied to earnings hypothecated at the level efrtinimum wage, or such higher
level as the individual may wish to declare;

m the government will subsidise, to the extent ne&gsto ensure the participation and
rights of the workers concerned, their contribugian the minimum level;

= membership should be compulsory, but, amongsetpogperly identified as herders,
requiring that for each family or household, onheaegistration be required;

m the benefit level should be set in relation torfisimum wage, and may at the outset
be set at a modest level, of, say, 50 per certteohtinimum wage (for an individual
who has contributed in full for a defined qualifgiperiod), with the intention that
this be increased in future years, according tessss] needs and financial capacities;

m urgent steps be taken to assess the realisticibapé herders and others to meet the
prescribed obligations by way of contributions (sstion 2.5), and hence the
potential need for the government to subsidiseyhole or in part, the contributions
of some members, possibly all, as noted above.

4.7. Other matters requiring attention

4.7.1. Qualifying conditions

An important element of the basis on which her@ed similar groups may be enrolled in
the national scheme is to decide on the minimuntritriory period which will allow
gualification for full benefit entittement. A pedoof, say, 15 or 20 years may be
appropriate in the short term, so as to minimiseparticular, the dangers of financial
stress at an early stage of provision, due to tashdemands. A further element relates to
guestions as to the provision of contribution dsedor various circumstances, e.g.in
periods of education or training, or (notably foomen) periods spent away from paid
work by reason of maternity and caring responsiédi

4.7.2. Retirement age

There is no doubt that the increasing financialalabces observed in the national pension
in Mongolia reflect in part the availability of befits, which may be substantial depending
on an individual member’s participatory and conttdsy history, at the age of 60 (men) or
55 (women). The latest statistfcéor expectation of life at these ages show thamem
may expect to live for more than 24 additional geand men for 17 additional years, and

8 UN estimates as published by WHO.
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4.8.

it is likely that further improvements will be olvged in the forthcoming years in these life

expectation statistics. On the basis of these digjiircan be seen that the period typically
spent by an individual in retirement (particulaiythe case of women) is quite rapidly

approaching that spent in work, potentially as atrgoutor to the social security system.

This factor alone, although it interacts with othas driving the increase of costs of social
security provision to very high levels.

Additional recommendations

4.8.1. Administration

The administration of a social security scheme&g sub-section of one, providing not only
pensions in old age but benefits in relation tol®le range of standard contingencies,
for a rural and nomadic community such as the merde Mongolia is potentially very
challenging. The relevant “outreach” is likely te bostly in terms of not only time and
general human resource, but also, therefore, faaiic will be necessary to keep
administration systems as simple as possible, imise the advantage of direct contact
between members and managers when possible, amsdstss whether technological
approaches (based, possibly, on mobile telephotworis) can offer at least partial
solutions.

4.8.2. Linkage to wider social provisions

4.9.

It will be important to ensure that, as governmaalicy develops in relation to each, the
provisions under social insurance and social welfare integrated to the best extent
possible.

Likewise, it will be important to ensure that, onesrolled, herders and the other groups
have access to all available branches of socialrisgccoverage. Particular issues may
arise in ensuring that the groups of rural and rmbmavorkers are accorded access to
health care networks.

As noted previously, the framework of the SociabtBction Floor should be seen as
offering significant advantages to a country susiviangolia.

The development in any way of a national systersogfal security or social protection is
likely to be successful only on the basis of cosserbetween the “stakeholders”. In this
regard, the expertise which can be offered by th@ in promotingsocial dialogue is
likely to be valuable.

Transitional issues

It is fairly well-known that the systemic reform aof solidarity-based pension system,
requires that very careful attention be paid tocalted transition costs, because the
established (and normal) pattern of implicit inergrational cost transfers is disturbed. In
fact, such disturbance may be unavoidable if areehexperiences dramatically shifting
demographic patterns amongst its members. Thilkgly Ito be the case amongst the group
of herders in Mongolia, who display an acceleratpagtern of ageing, even if not to the
same extent amongst the general membership. Inctocimstances it is essential that the
pattern of cost transfers be recognized, and acaarifly gradual approach be adopted to,
for example, a change in income replacement ratesllow acceptance amongst the
different generations of members that their respedhterests are balanced and managed
fairly.

18

ILO_TF_Mongolia_R.3.doc



Annex

List of existing provisions (contingencies)
under social security in Mongolia

The following are provided with varying degrees amfequacy under various statutory
headings, including social insurance, social welfand the labour code.

Old-age pension

Disability pension

Survivors’ pension

Military pension

Sickness benefit

Funeral benefits

Pregnancy and maternity benefits
Employment injury benefits
Unemployment benefits

Health insurance
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