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Executive Summary

This paper analyses the extent to which Mongolia' s Child Money Programme (CMP), a
conditional cash transfer programme for families with children, contributes to poverty reduction
and the improved well-being of children (with particular reference to MDGs 1 and 2) and does so
in an efficient, affordable and sustainable manner.

Applying the concepts and performance indicators developed in the international literature on
socia transfers, it compares the actual performance of the CMP initsinitial targeted phase
(January 2005 to June 2006) with the simulated expected performance of the CMP in its more
recent ‘universal’ phase, under two different assumptions (the initial benefit level of $31 per
child per year and an increase to $117 as approved in the 2007 budget).

The paper finds that the targeted programme resulted in very high leakage to non-poor
households and substantial exclusion of poor households, due to flaws in the programme’ s proxy
means test and implementation problems. Arguing that it is possible to improve only marginally
the methodology and implementation of a proxy means test, and that reversion to a targeted
programme would be politically costly, the paper advocates retaining the new universal benefit,
which resolves most of the exclusion error, further reduces the child poverty headcount and is
progressive along the entire household expenditure distribution due to the heavier concentration
of children in the lower deciles.

However, the paper identifies some barriers that still hinder access to child benefits by the most
severely disadvantaged families and children. It finds little evidence regarding the effects of the
programme on the non monetary dimensions of poverty, in particular regarding the condition on
school attendance.

The analysis of fiscal costs concludes that the universal benefit is affordable and sustainable at
itsinitia level (about 1.0% of GDP), but cautions that the approved increase in the benefit level
in the 2007 budget is fiscally and politically risky given the country’s externa vulnerability to

sharp fluctuations in metal prices and adverse weather.
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1. Introduction

1.1. Rationale and objective of the study

This study assesses the contribution of a conditional cash transfer programme to poverty
reduction and human development in Mongolia. Our objective is to assess the extent to which
Mongolia's Child Money Programme (CMP) is contributing to poverty reduction and more
broadly the attainment of the Millennium Development Goals (MDGs). More specifically, what
isthe CMP s direct impact on income poverty (MDG1)? And what are its indirect effects on
human capital development and child rights more generally, for example with respect to MDG2
on the achievemert of universal primary education? Furthermore, insofar as there are positive
effects, are these achieved in an efficient, affordable and sustainable manner?

It should be noted that this paper is not an attempt to review the broad policy framework for
achievement of the MDGs in Mongolia. Rather, it is an analysis of the performance and cost-
effectiveness of one specific programme. Thisisjustified, first, by the size of the programme:
Total benefits, which accounted for 0.8% of GDP in 2005 and an estimated 1.2% in 2006,
constitute a substantial transfer of resources with a potentially large impact on poverty but also a
significant cost in fisca terms.

Second, the CMP has been one of the ‘hot’ issues in Mongolian politics since proposals for a
child benefit programme were first made during the general elections in June 2004. It has also
aroused considerably controversy among the donor agencies in Mongolia. This has accompanied
the CMP' s rapid evolution since its introduction in January 2005. It started off as a targeted
conditional programme, using a proxy means test as well as behaviora conditions to determine
households’ digibility, and then expanded in July 2006 into a quasi- universal programme
without means-testing although retaining a weakened form of conditionality. In January 2007
there was a large increase in the benefit rate. These changes and the heated debate about them,
among both Mongolian politicians and donors, make an objective assessment of the programme,
based on empirical evidence, al the more important.

Since the programme has had two sharply contrasting methodological approaches in its two
phases, it provides an opportunity to investigate the rel ative advantages and disadvantages of
targeting versus universal programmes, as well as the effectiveness of behaviora conditionality.
This case study therefore provides evidence that may be of wider interest for the design of cash
transfer programmes internationally.

1.2. Methodology, infor mation sour ces and structure

In carrying out this analysis, we have applied the concepts and tools developed in the
international literature onsocial assistance programmes, in particular the various forms of cash
transfers to families. The research therefore began with an extensive literature review, which
covered both the international literature on cash transfers to househol ds and a wide range of
studies, official documents and other sources on the CMP and its political, economic and social
setting in Mongolia.

This was followed by quantitative analysis of the effectiveness, efficiency and costs of the CMP.
To undertake this analysis, the research team used household budget data from the Household
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Income and Expenditure Surveys (HIES), which are carried out quarterly by the National
Statistical Office of Mongolia (NSOM), including data from a special CM P module attached to
the HIES in April-June 2006. These survey data were supplemented by CMP administrative data,
obtained from the Ministry of Social Welfare and Labour (MSWL), and public expenditure data,
which were used for the analysis of the cost, affordability and sustainability of the programme.

The quantitative analysis was complemented by qualitative research, aimed at understanding
why the CMP developed in the way that it did, along withthe main institutional and technical
constraints and whether/how those constraints might be overcome. For this part of the research,
the team reviewed relevant documents, interviewed officials in the Ministries of Social Welfare
and Labour, Finance and Education, along with officials of international organizations and
NGOs, and held severa focus group meetings with CMP beneficiaries (parents, guardians and
children) and with social workers and local government officials directly involved in the
management and delivery of the CMP. These focus group meetings took place in peri- urban
communities in Ulaanbaatar and in rural districts (soums) in Dundgovi province (aimag).*

Following this introduction, Section 2 develops the analytical framework for the study, based on
the international literature review, while Section 3 sets the CMP in its political, economic ard
socia context. Thisisfollowed, in Section4, by a description of the main features of the CMP
during its targeted and quasi- universal phases. The main body of analysisisin three parts. The
first part, in Section5, analyses the effectiveness and efficiency of the CMP, while Section6
analyses the costs, affordability and sustainability of the programme. Section 7 examines the
political, institutional and technical factors that have affected the design and implementation of
the CMP. Section8 draws out the policy implications of the analysis, presenting a series of
recommendations for the future development of the programme, and Section9 summarizes the
conclusions of the study. It should be noted that the principal data used in the analysis are
compiled in the statistical tables presented in Annex 1. Annex 2 provides a list of abbreviations
used in the text and Annex 3 contains the bibliographical references.

2. Theanalytical framework for assessing cash transfer
programmes

It iswidely accepted that economic growth is a pre-condition for sustainable, long-term poverty
reduction. However, the impact of growth on poverty reduction is less when there are high levels
of inequality and may be negligible or non-existent in societies where structural constraints
prevent the poor or the very poor from participating in and enjoying the fruits of growth.
Recognition of the importance of such constraints has focused attention on a range of issues
beyond the stimulation of economic growth, such as human capital development, access to
assets, the reduction of vulnerability to external shocks and the strengthening of social capital
and political ‘voice’ among the poor.

1 Although the research team included two members from outside Mongolia, the entire team came together in
Mongolia for the interviews and focus group meetings, as well as to review the quantitative analysis and discuss the
findings and recommendations arising from the research.



2.1. Poverty, children and social transfers

Within this framework, there has been growing interest in the role of socia transfers, which, as
regular and predictable grants provided to households or individuals, can ‘ help growth reach the
very poor and, where growth is weak, have a direct impact on poverty’ (DFID, 2005). Such
transfers normally congtitute one part of a broader system of social protection which usually also
includes social insurance and legal, regulatory and service-provision measures to protect citizens,
including specific social groups such as children, from various types of risks.

This paper focuses on norcontributory social assistance, by which transfers are made to families
or individuals, either in cash, in kind (often as food) or as vouchers. Child alowances are one
form of social assistance transfer. One of the underlying justifications for such transfersis that
children are disproportionately represented among the poor (Barrientos and DeJong, 2004),
either because poor women have higher rates of fertility or, as Gassmann points out (2006), the
poverty status of familiesis closely related to their position in the life-cycle, since families with
children have alower income at a time when their needs are higher.

Social transfers to households with children are a means of breaking out of ‘poverty traps’, since
childhood poverty can have long-term adverse effects on capabilities in later life as well as inter-
generational effects. Child benefits are therefore seen as a means of avoiding chronic, i.e. long
term, poverty and for halting the inter- generational transmission of poverty (Barrientos and
DelJong, 2004; Harper et a, 2003, and Castafieda and AldezCarroll, 1999).

This line of argument underscores the importance of investments in human capital for long-term
poverty reductionas well as reducing short-term monetary poverty and fulfilling child rights.
From this perspective, supply-side programmes that make available services such as education
and maternal and child health care servicesmay need to be complemented by demand-side
economic factors that overcome barriers of accessto school and health services, while also
ensuring the nutritional wellbeing of children The international literature provides considerable
evidence that socia transfers to families with children can complement the supply-side provision
of social services and measures to stimulate pro-poor growth.

Analysis of these effects is often hampered by lack of data on the intra- household distribution of
additional resources from cash transfers, although it often is possible to measure the non
monetary impacts using educational, health, nutritional and other indicators Although thereis
some concern that poor households may not necessarily spend their additional resources in ways
that benefit children it is likely that most parents do give high priority to the well-being of their
children Furthermore, the growing literature on this subject (see for example Haddad et al,
1997) provides evidence that cash transfers paid to women tend to have a greater impact on the
living standards of children, especialy girls.

2.2. The debate on targeting

Much of the international literature on cash transfers contributes to an ongoing debate on the
advantages and disadvantages of targeting compared with universal approaches that provide
benefits to all households (or all households with children) irrespective of their income level or
degree of vulnerability. Assuming that a programme has poverty reduction or re-distributional
objectives, the theoretical advantage of targeting is obvious. It is a means of concentrating



benefits on the poor, given a hard budget constraint. However, some countries opt for universal
approaches for ideological or political reasons, including the rights-based notion of universal
entitlements, while using progressive taxation for re-distributional purposes (Mkandawire, 2005).
Others have practical concerns about the effectiveness, efficiency and costs of targeting or use
social transfers for purposes beyond poverty reduction, such as inter-generational equity or
raising the birth rate.

Targeting is motivated by three features of the policy environment: the objective of maximizing
poverty reduction or the increase in social welfare; the constraint of a fixed programme budget;
and the trade-off between the number of beneficiaries and the level of transfers. In practice,
however, targeting is never perfect. It is extremely difficult to target in such away that al the
poor receive benefits and none of the non-poor receive benefits. As van de Walle (1998) puts it,
‘people routinely underestimate how difficult it is to target the poor’. Indeed, there is generally
an inverse relationship between under-coverage (or exclusion) of the poor and leakage to the
non-poor, which creates a policy dilemma for governments.

Going beyond the simple dichotomy between universalism and targeting, it should be bornein
mind that there are many different forms of targeting, which, depending on the country context
and the robustness of the design and implementation of programmes, may have greater or lesser
re-distributional properties, different types and levels of costs, and different degrees of
practicality (Coady et al, 2004). These forms of targeting include slf-selection(through
programme characteristics that encourage self-selection by the poor and self-exclusion by the
non-poor), categorical targeting, which defines eligibility on the basis of such characteristics as
age, gender, geographical residence or ethnicity, and various types of individual/household
assessment. The latter consists of an array of methods by which programme officials directly
assess the digibility of households or individuals. In countries with highly formalized economies
and well developed bureaucratic systems, this can take the form of a verified means test. These
are rare in developing countries, where many housetolds receive income in the informal
economy and means of verification such as pay dips and tax records are generally not available
or reliable. Less robust methods can then be used, such as smple means tests (with no
verification of income), proxy means tests and community based-targeting, in which members of
the community determine who should benefit based on their knowledge of households' living
standards.

Proxy means tests are of particular interest for the present study, as this was the method
employed by the CMP to determine eligibility during the first phase of the programme. Proxy
means tests determine applicants’ eligibility by means of a score based on observable
characteristics of the household. The indicators and weights used in the formula for proxy means
testing are derived from regression analysis of data from household surveys. Usually the
information provided by applicantsis partially verified during visits by programme officials to
applicants' homes or the examination of documents required from applicants. As Coady et al
note, thisis an administratively demanding method that is rarely found in low income countries.

Much of the literature, including on Mongolia's CMP (see World Bank, 2006b), focuses on the
effects of targeting on exclusionand leakage rates, often with special attention to the exclusion
of the extreme poor. However, it isimportant also to examine issues such as the adequacy of
transfers or the reduction of the poverty gap. If there is broader concern about income inequality,
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it is aso ingtructive to calculate the benefit incidence of cash transfers among the various deciles
of the household income distribution. In addition, within the limitations of data availability, it
may be possible to analyse the extent to which transfers benefit children within the household
and result in non-monetary improvements in child well-being and human capital development.
The present paper adopts this broader approach, using a series of measures to assess the
effectiveness and efficiency of the CMP.

2.3. Conditionality in cash transfers

A recent development in socia transfer programmes has been the emergence of programmes,
particularly in Latin America, that build behavioral conditions into their design in order to
provide incentives for beneficiary poor households to invest in human capital by sending their
children to school or taking them to health centres for check-ups or immunization (Rawlings and
Rubio, 2005). By fostering human capital accumulation among the young, conditional cash
transfer programmes are intended to help break the intergenerational cycle of poverty and thus
reduce future poverty, as well as to provide income support for smoothing consumption in the
short term.

The programmes blend two components, the flexibility of cash trarsfers, which gives spending
discretion to households, and the conditions that require recipients to invest in their children. The
conditionality tendsto cover different aspects of child development, such as education, health
and nutrition, in order to exploit their complementarities. Conditional cash transfer programmes
are seen as complementing supply-side investments in schools and health services in countries
where these have been under-utilized by the poor because of high out-of-pocket expenditures and
opportunity costs.

Most conditional cash transfer programmes are noteworthy also for their use of baseline surveys,
piloting and robust evaluations in order to learn lessons and adjust programme design before
scaling- up. Evaluations compare beneficiaries with a control group of non-beneficiaries with
similar characteristics in localities not initially covered by the programmes. Drawing on data
from these evaluations, Rawlings and Rubio (2005) find that the programmes have had a
considerable impact, with several showing positive effects on school enrolment, nutrition and
vaccination rates. However, along with Barrientos and DeJong (2004), they note that it is unclear
whether it is the transfer or the conditionality (or both) which is responsible for the observed
changes. They caution against assuming that similar positive results can be achieved in other
countries with different contexts, especially where there are supply-side constraints on the
availability of education and health services and/or there is limited capacity to administer a
conditional cash transfer programme, which is complex and costly in terms of assessing
eligibility and monitoring compliance with conditions. They also note that conditionality may
create some perverse outcomes by penalizing those households that are in greatest need of
support but cannot meet the programme conditions.

2.4. Thecostsof cash transfer programmes

In addition to the effectiveness and efficiency of cash transfer programmes, it is essential to
measure their cost, to determine whether they are affordable. As a rough gauge of programme
affordability, it is common to compare budgetary costs with total government expenditure and
with gross domestic product (GDP), athough it is also important to take into account broader
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issues of fiscal space, including the long term sustainability of expenditure on social transfer s. It
is common also to compare administrative costs with the value of the benefits themselves, since
a programme is clearly more economical if it has alower ratio of administrative costs to benefits.

A full cost-benefit analysis requires the calculation of the opportunity cost of spending an
equivalent amount on alternative progammes. However, assessments of programmes rarely take
the analysis of budgetary costs that far because of the complexity of the data requirements as
well as the need to estimate the marginal utility of alternative outcomes.

The literature on targeting highlights the different types of costs associated with various forms of
targeting, including various types of non-fiscal costs, and stresses the importance of taking these
into account when making decisions about whether to target and, if so, what form of targeting to
adopt. For example, Van de Walle (1998) identifies three such types of costs. ‘administrative
costs (of programme administration), which may be particularly high in developing countries if
complex targeting methods are employed; costs that arise from incentive effects or behavioral
responses; and ‘ costs that result from the ramifications of political economy’. Coady et al (2003)
add two more: private costs (households' transaction costs and opportunity costs) and social
costs such as stigmatization of beneficiaries.

3. The context of the Child Money Programme

Mongoliais one of Asia's poorest countries, with a gross national income of $744 in 2005. The
country is also one of the most thinly populated in the world, with 2.56 million people (in 2005)
spread over aterritory of 1.56 million square kilometers (NSOM, 2006), which reflects the fact
that less than 1% of Mongolia s land areais arable. The climate is extremely harsh, with long
and bitterly cold winters. Although Mongolia had become the world' s second communist
country in the early 1920s, development was slow until well after the Second World War. Until
then, almost the entire population remained in a nomadic or semi- nomadic economy, herding
livestock, and still today almost 40% of the active population is engaged in this sector of the
economy.

However, during the Cold War, when Mongolia received substantial inflows of aid from the
Soviet bloc, the government made some progress in diversifying the economy, notably to exploit
the country’ s large mineral deposits, and succeeded in establishing a system of socia services
that was impressive for a poor developing country. By the end of the 1980s, Mongolia s human
development indicators were far ahead of most low income countries. For example, adult
literacy, which was only 17.3% in 1940, had reached 97.0% by 1989, as aresult of a massive
expansion of primary and junior secondary education (NFDE/LRC, 2005; Steiner-Khams and
Stolpe, 2004). This transformation was accompanied by rapid urbanization, with the result that,
by the end of the 1980s, about one half of the population lived in urban areas, mainly in the
capital, Ulaanbaatar.
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3.1.Crisisand recovery since the post-Soviet transition

Since the collapse of the Soviet bloc, Mongolia has been through a wrenching period of change,
creating the context in which the Child Money Programme (CMP) emerged in the mid-2000s.
Until 1989, Mongolia s socio-economic system was modeled on the centrally controlled
planning system of the former USSR, while political power was monopolized by the Mongolian
Peopl€e' s Revolutionary Party (MPRP). With the end of the Cold War in the late 1980s, the
MPRP, which was the only legal party until 1990, accepted constitutional change, introducing a
multi-party system with afreely elected parliament (the ‘ State Great Khural’). Several new
parties emerged, creating area pluralism in political life for the first time in Mongolian history.
An important consequence of these changes is that, while Mongolia's new multi-party system
has taken strong roots, there has been prolonged (though peaceful) political instability, with
elections and shiftsin political alliances resulting in frequent changes in government. The
political competition among the parties and the fragility of the coalition government formed after
the last general eections in June 2004, which resulted in a hung parliament, have created a
climate of populist politics, which affected the design and implementation of the CMP.

Economically, the transition plunged Mongolia into an acute economic crisisin the early 1990s.
The sudden withdrawal of former Soviet bloc assistance had huge repercussions, as this had
regularly financed alarge part of government expenditure. Mongolia aso suddenly lost
guaranteed supplies of oil and external markets. As aresult, GDP fell by more than 20% during
1990-92 and inflation soared, reaching a peak of 325.5% in 1992, along withgrowing
unemployment. The Government adopted a ‘shock therapy’ response to the crisis, introducing
rapidly a series of economic liberalization measures. From the mid-1990s, the economy slowly
began to recover, although further setbacks, including heavy loss of livestock during
exceptionally harsh winters (dzuds) in 2000/01 and 2001/02, reduced growth again in 2000-2001.

Since then, as Table 1 in Annex 2 shows, Mongolia s economy has been much stronger, buoyed
by the recovery of livestock herds and a major improvement in the terms of trade, resulting from
soaring world prices for the country’s exports of copper and gold. GDP growth recovered to an
average of 7% ayear in 2002-2006. A rapid increase in tax revenue made it possible to reduce
the budget deficit during the early 1990s and then achieve large budget surpluses in 2005-2006
(IMF, 2006). Although this much improved fiscal position remains vulnerable to future externa
shocks (alarge decline in copper and gold prices or another severe winter), it encouraged the
political parties to advocate increases in socia transfers, resulting in the launching of the CMP in
January 2005 and its expansion into a quasi- universal programme in mid-2006.

3.2. Poverty in Mongolia

The economic collapse during the early years of the transition resulted in a sharp increase in
unemployment (from close to zero at the end of the socidist period to around 20%), sharp fallsin
government expenditure on the social sectors, rising income inequality and worsening poverty.
The rise in unemployment drove large numbers of urban-dwellers to move to the countryside,
temporarily reversing the long-term trend of urbanization. Although conditions improved from
the mid-1990s, as the economy began to recover, the severe winters in 2000/01 and 2001/02
decimated livestock herds, pauperizing alarge part of the rural population and promoting
migration back to the towns.
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The last mgjor poverty study, conducted in 2002/2003 by the National Statistical Office of
Mongolia (NSOM), found that 36.1% of Mongolians were living in poverty, with a poverty gap
of 11.0% and poverty severity at 4.7%, based on an absolute poverty line representing a
minimum subsistence basket of food and non-food items, s& at Tog24,743 (equivalent to $21.90
at the time). Poverty was much higher in the rural areas than in the urban areas, and highest of all
in the Western region, much of which is desert (see Table 2 in Annex 2).

In the early years of the transition, the fiscal crisis made it impossible for the government to
sustain the elaborate system of social services developed in the socialist period. Many of the
achievements in social welfare and human development were eroded and the quality of services
declined. School enrolment and attendance were also affected by the drop in living standards,
which made it more difficult for households to cope with informal school fees and the
opportunity costs of sending children to school. This was especially so for boys, who were
needed for herding after the dismantling of the former rural collective system and the
privatization of livestock. The drop-out rate in basic education (primary and junior secondary)
soared to 8.1% in 1991/92 and 8.8% in 1992/93, before gradually declining over the following
decade, t0 2.1% in 2002/03 (NFDE/LRC, 2005). The junior secondary completion rate, which
had reached 93-94% by 1980, fell below 90% in the early 1990s, and has only gradually
recovered (World Bank, 2006c¢).

Public expenditure on the health system, which had previously provided free services throughout
the country, also declined in the early 1990s. However, donor assistance, as well as the
introduction of a health insurance system, made it possible to restore access to a basic package of
services throughout most of the country. Maternal mortality remains high, although about 99%
of expectant mothers deliver with the assistance of skilled medical personnel and ailmost al
deliver in medical ingtitutions. Partly due to a sharp decline in fertility ratesin the early 1990s,
the under-5 and infant mortality rates have declined significantly, to respectively 51 and 41 per
thousand live births in 2005 (see Table 3 in Annex 2).

3.3. Evolution of the policy framework for social assistance

In addition to providing universal free education and health services, the pre-transition
government had a well developed social security and welfare system, including pensions,
disability insurance and maternity benefits, while a'so ensuring full employment.

Although there was no programme comparable to the CMP, the government pursued a pro-
natalist population policy and provided generous benefits to women with large numbers of
children. Women were entitled to maternity leave on full pay for six months (as of the late
1980s). After returning to work, mothers could send their children to free government-run
nurseries and nursing mothers were granted two hours off work for child care. Labour legidation
protected expectant and nursing mothers from discrimination or dismissal. In addition, nothers
with large numbers of children received ‘honor of motherhood” medals (1% class for those with
eight or more children and 2" class for those with four or more children).? These mothers could
also take early retirement, five years earlier than other women, and were entitled to generous
post-retirement annual alowances. Most of these benefits are still in place. From the mid-1990s,

2 Decree approved by the People's Great Khural on 3 April 1957.
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following the closure of nurseries for young children, the government also allowed working
women to take maternity leave for up to two years without pay and provided them with child
care subsidies of approximately Tog12,000 per month for children up to two years old.

It was difficult, however, for the government to sustain its large and complex social welfare
system. By 2003, there were 48 types of social welfare services, 21 of which were not intended
for vulnerable groups as such, but only eight types of services at most were available in rural
areas. The transition to a market economy has also encouraged the government to introduce new
forms of social insurance, including health insurance.

In the past few years, donors as well as technocrats in the Ministry of Social Welfare and

L abour, became concerned about the cost of socia security programmes, as well as poor
targeting. As aresult, the government adopted a Social Security Sector Strategy Paper in 2003,
setting out guidelines for reform (MSWL, 2003). For the socia assistance sub-sector, the
strategy aimed to reform services that encourage a ‘feed me' mentality, rationalize services and
improve cost-efficiency, notably through improved targeting, and promote the development of
family and community based services for the elderly, children in difficult circumstances, the
disabled and other vulnerable groyps. This would include a shift away from the use of
categorical eligibility criteriato new targeting methods focused on the poor. One of the first
challenges would be to develop a targeting methodol ogy suited to the redlities of Mongolia. The
targeted child benefits introduced in January 2005 were to become the first mgjor test of this new
approach.

4. Key features of theCMP

This section briefly describes the main features of the CMP during its two successive phases. the
targeted programme implemented from January 2005 to June 2006 and the broader athough not
completely universal programme that followed from July 2006.

4.1. Thetargeted programme (January 2005 to June 2006)

When it was launched in January 2005, the CMP was a targeted conditional cash transfer
programme. It provided a cash allowance of Tog3,000 ($2.49) per child under the age of 18 to all
families with three or more children living under the Minimum Subsistence Level (MSL), an
official measure defined annually by the National Statistical Office of Mongolia (NSOM).*

Initsinitial phase, the CMP had two distinctive elements that made it radically different from
traditional social assistance programmes in Mongolia. First, it introduced a proxy means test to
select beneficiaries on the basis of need, thereby breaking with the past practice of determining
eligibility for social assistance through subjective prescreening by local authorities. Second, it
introduced a form of conditionality that provided incentives for households to invest in human

3 The MSL varies by regions and in 2005 ranged from Tog22,600 ($18.75) in the Central region to Tog30,000
(%$24.89) in Ulaanbaatar.
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capital development, which was intended to help reduce structural long-term poverty, in addition
to providing a cash transfer to help the poor meet their short-term needs (World Bank, 2006b).

The proxy means test had been developed in 2004 following the government’ s adoption of the
Social Security Sector Strategy Paper. An income-based means test was impractica due to the
informal nature of much of the economy, particularly among the herding population in the rural
areas as well as among many of the urban poor. The government developed a methodology for
proxy means testing that would be applied to a broad range of socia welfare programmes
(HRSWFM, 2005) and, after its launching, the CMP became the largest programme to apply this
new methodology.

Like proxy means tests elsewhere, this test used a formula based on a set of indicators for various
household characteristics to generate a score, which would determine the éigibility of applicant
households. The formula has eleven indicators, which were derived, withtheir respective
weights, from regression analysis of data from a household survey conducted in October-
November 2004. The eleven indicators refer to location, household size, household head's level
of education, household members employment, housing corditions, household assets, number of
livestock owned, means of transport owned, support and assistance received, the presence of
household members with physical disabilities and other indicators of household vulnerability,
such as the presence of elderly members (aged 70+), full orphans, and single mothers or fathers
with four or more children(HRSWFM, 2005).

The behavioral incentives built into the programme required beneficiary households to meet a set
of conditions. Their children had to be up-to-date on mandatory vaccinations, living with their
parents (or officially authorized guardians) and not engaged in harmful forms of child labour. If
they were eight years or older, they had to be enrolled in school or nonformal education.

The procedures for enrolling in the programme and receiving benefits were based on provisions
in anew Social Welfare Law adopted on 1 December 2005 (Parliament, 2005). Households had
to apply first to the governor of the local bagh or urban khoroo (the lowest administrative unit in
Mongolia), who would complete and stamp a Household Subsistence General Information
Questionnaire (HSGIQ). The applicant would then take the stamped form to the social welfare
officer in the governor’s office at district (soum) level.* The information in the HSGIQ would be
used to compute the proxy means test score, thereby determining eligibility. To register in the
programme, the applicant would also have to present several documents:. the parents’ retional
identification cards and marriage certificaes (if married), the children’s birth certificatesand
vaccination certificates and, for children aged 8-17, their certificates of school enrolment. There
was no requirement, however, to verify subsequent school attendance.

Once registered in the programme, the household would receive a passport-sized benefit book,
which was to be stamped monthly by the social welfare officer to authorize payment of the
benefit. Benefits were paid through the Agricultural Bank, which has branches at district level
throughout Mongolia. Households were not required to pick up their money every month and
could opt instead to let their benefits accumulate in the bank, although without interest.

4 Mongolia is divided into 22 provinces (aimags), which in turn are sub-divided into 340 districts (soums). Below
them, there are 1,671 rural baghs and urban khoroos.
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There was one important change in the targeted programme six months after it began. From July
2005, the requirement that households had three or more children was dropped. Thereafter, all
households with children could be enrolled as long as they were found to be eligible by the proxy
means test and met the behavioural conditions.

4.2. The ‘universal’ programme (since July 2006)

On 5 May 2006, the parliament adopted a new law which made the provision of ‘child money a
universal entitlement, to which all children under 18 years of age would be eligible from 1 July
2006, and introduced new berefits for newborn children and newly married couples, both of
which were backdated to 1 January 2006 (Parliament, 2006a). While the child benefit was no
longer targeted to those under the MSL, it was not fully universal as two conditions remained in
place.® A child had to be living with his or her family and a school-age child had to be attending
school or non-formal education. The two other previous conditions (up-to-date vaccinations and
nontinvolvement in harmful forms of child labour) were dropped.

Registration was greatly simplified by the abandonment of proxy means testing and the lighter
conditionality requirements. However, applicants for child benefits still have to provide copies of
the child’ s birth certificate and of the identity cards of the parents or guardians (all certified by a
notary), along with references from the bagh or khoroo governor and from the child’s school
verifying residence and school attendance. In the case of children living with guardians rather
than their own parents, they are required to obtain references from the soum governor showing
that the guardianship has been officialy approved under Article 66.1 of the Family Law.®

On 2 June 2006, the parliament set the benefit rates. It maintained the child benefit at Tog3,000
per month, while setting the benefits for newly married couples and newborn children at the
levels that had been promised by the MPRP before the 2004 elections (Togb00,000 and
Togl00,000 respectively). This resolution was vetoed, however, by President Enkhbayar on 14
June, in order to put pressure on the parliament to include an additional programme component:
the introduction of school lunches for primary school children.” In a second resolution, on 29
June 2006, parliament responded by introducing a supplementary clause to resolution no. 47,
specifying that the government would also provide Tog300 ($0.26) per child per day for the cost
of providing a‘teabreak’ for children enrolled in primary school grades 1 and 2, starting from
the beginning of the next academic year, in September 2006.

In a subsequent development, that took place as this paper was being finalized, the budget for
2007 introduced a quarterly payment of Tog25,000 (about $21.50) to every child under the age
of 18 (additional to the existing monthly payment of Tog 3,000). This new quarterly payment

5 Strictly speaking, the child benefits were now based on a form of ‘categorical’ demographic targeting focused on
households with children.

6 Likewise, to obtain the benefit for newborn children, applicants have to produce a copy of the child's birth
certificate certified by a notary, a reference from a medical doctor confirming that the child was growing healthily
and a reference from the bagh or khoroo governor. To obtain the benefit for newly married couples, applicants had
to present copies of the marriage certificate and identity cards (all certified by a notary) and references from bagh or
khoroo governors.

7 The President has been a strong advocate of state provision of school lunches as a means of reducing school drop-
out and had earlier raised thisissue with the UNICEF Executive Director, Ann Veneman, during avisit to New Y ork
in 2005.
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almost tripled the total annual benefit per child. To be paid from a Development Fund, set up in
mid-2006 with the proceeds of a new windfall tax on mining companies, it took effect from the
beginning of 2007, but was to be contingent on continued high international metal prices.

5. Theeffectiveness and efficiency of the CMP

This sectionanalyses the effectiveness and efficiency of the CMP, based on the framework
developed in Section 2. Such an analysis normally presupposes that a programme has clear
objectives or intended outcomes, whose degree of achievement can be measured. As we shall
discuss in Section7, the CMP does not have clearly articulated objectives, so this exercise is
based on a number of possible intended outcomes, including the reduction of short-term income
poverty, the reduction of inequality, child well-being and human capital development.

Where the necessary data are available, the analysis contrasts the actual effectiveness and
efficiency of the targeted programme that was implemented from January 2005 to June 2006 (an
ex-post analysis) with the expected (ex ante) performance of that programme as well as the
simulated ex ante performance of the quasi- universal programme introduced in July 2006. Two
scenarios are considered for the universal programme: one based on the initial monthly benefit of
Tog3,000 per child, and the second adding the new quarterly payment of Tog25,000 per child,
adopted in the 2007 budget, on top of the monthly payment of Tog3,000. On an annualized basis,
these are equivalent respectively to Tog36,000 and Tog136,000.

Within one year of its launching, the CMP had expanded to become by far the largest of the
government’ s social welfare programmes. By the end of 2005, a total of 647,500 children (63%
of the country’s children) from 292,400 households were registered for ‘child money’, according
to administrative data from the Ministry of Social Welfare and Labour. As might have been
expected, given the country’s poverty profile, there was a higher rate of enrolment in the rural
areas (74% of children) than in the urban areas (43% of children). Data from the CMP module of
the Household Income and Expenditure Survey (HIES) in April- June 2006 showed that the
national CMP enrolment rate had risen by that time (the period corresponding to the last quarter
of the targeted programme) to 78.1% of children, with 86.0% of rural children and 69.4% of
urban children receiving benefits. The survey data also showed large regional differencesin the
CMP enrolment rate, ranging from 54.9% of children in the capital, Ulaanbaatar, to 90.1% in the
West, which, as the poorest region, might have been expected to have the highest enrolment (see
Table 4 in Annex 1).

Overall, however, these very high enrolment rates suggest that there was something seriously
wrong with the CMP targeting. While 78.1% of children were receiving CMP benefits, only
42.2% of children were living below the official Minimum Subsistence Level (MSL), according
to the HIES data for April-June 2006. In other words, amost twice as many children were
enrolled as would have been expected with perfect targeting.

This section analyses the effectiveness and efficiency of the CMP in seven respects.
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1) Therates of leakage to the non-poor and exclusion of the nonpoor (vertical and
horizontal efficiency);

2) Theimpact of the CMP on monetary poverty, as measured by the poverty headcount,
poverty gap and poverty severity;

3) The benefit incidence of CMP benefits by household deciles;

4) The vaue of CMP benefits to households relative to their consumption expenditure;

5) Accessto CMP benefits by the most marginalized and vulnerable children;

6) The intra- household use of CMP benefits on behalf of children;

7) Thewider socia and demographic effects of the CMP, including the effects on non
monetary dimensions of child well-being and human capital development.

5.1. Vertical and horizontal efficiency

One of the most common approaches to measuring the performance of cash transfer programmes
isto compare under-coverage and leakage rates. Under-coverage, also known as horizontal
inefficiency or the exclusion error, is the proportion of poor households that do not benefit from
the programme. Leakage or vertical inefficiency refers to the proportion of programme
beneficiaries that are non-poor, and is thus considered an inclusion error.

Mathematically, the under-coverage rate (U) and leakage rate (L) can be denoted as follows:

u =" Y
q

L e
n

where g is the total number of poor (households or individuals) and gy is the number of poor not
reached by a programme, r; is the number of nonpoor included in the programme and n; is the
total number of programme beneficiaries.

In the analysis to follow, the MSL is taken as a proxy poverty line. In accordance with the Law
on Determining the Living Standard of the Population (1998), the National Statistical Office of
Mongolia (NSOM) derives the MSL annually for each of the five regions (West, Khangai,
Central, East and Ulaanbaatar) by calculating the monetary value of the food and nonfood
consumption basket required for basic survival. Those with per capita household consumption
expenditure below the MSL are considered to be poor and are eligible, as determined by proxy
means testing, for benefits under Mongolia s targeted social assistance programmes. They were
the target group during the first phase of the CMP from January 2005 to June 2006. In
2005/2006, the average per capita MSL, weighted to reflect the regional distribution of
population, was Tog25,620 ($21.26 per month).

In the following analysis, HIES data on per capita consumption expenditure (from the April-June
2006 survey) are adjusted to exclude CMP benefits, in order to calculate the number of
households that would be above and below the MSL in the absence of the CMP. Thisis based on
the simplifying assumption (to be discussed later in this section) that there are zero net savings
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from receiving or withdrawing child benefits — in other words that household consumption
expenditure expands or contracts to the full value of the benefits.

The high degree of leakage implicit in the CMP enrolment figures cited above is confirmed by
the datain Figure 1 (see also Annex table 5). Here the leakage rate shows the percentage of
programme beneficiaries living above the MSL. Based on data from the CMP module of the
HIES, Figure 1 contrasts the CMP' s anticipated performance, as estimated ex ante by the World
Bank from analysis of the properties of the proxy meanstest (World Bank, 2006b), with the
CMP s actua (ex post) performance in April-June 2006, when enrolment in the targeted
programme reached its peak, and with the smulated performance of the universal child benefit
programme.

Figure 1: Exclusion and leakage rates (households)
(exclusion is % of non-poor households not benefiting; leakage is % of
beneficary households that are non-poor;
based on World Bank, 2006b, and April-June 2006 HIES data)
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The data show that, even without taking into account the CMP’ s implementation problems, the
targeted CMP had a high ex anteinclusion error due to the properties of the formula used in the
proxy means test. Analysis of the formula by the World Bank, based on data from the 2002/2003
national poverty study, reveals that 38% of the beneficiary households could be expected to be
non-poor (living below the MSL). As will be discussed further in Section 7, the formula, which
is still used for other social welfare programmes in Mongolia, is a very blunt instrument for
identifying the poor and non-poor. The World Bank has undertaken multivariate regression
analysis to redefine the formula. This would reduce the ex ante inclusion error by 5% to 33%,
still quite a high figure, athough with a dightly higher concentration of the error among those
closer to the poverty line (World Bank, 2006b).

However, actual performance revealed a much higher inclusion error than the 38% expected
from ex ante ssimulation, which means that the targeted programme suffered not only from
technical problems concerning the formula used for proxy means testing but also from serious
shortcomings in implementation. Our analysis of the HIES data for April-June 2006 shows that
56.9% of beneficiary households and 51.3% of beneficiary children were ‘non-poor’, i.e. living
above the MSL. Since this rate of leakage is already extremely high, the shift to an explicitly
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universal programme raises the proportion of nornpoor beneficiaries only dightly, to 64.8% of
beneficiary households and 57.8% of child beneficiaries, athough this no longer represents an
inclusion ‘error’ since by definition the universal programme aims to reach all children.

It is striking, however, that the targeted programme also had a high exclusion error or under-
coverage rate, indicating a high degree of horizonta inefficiency. The World Bank’s ex ante
analysis pointed to an exclusion rate of 42% (of poor households), with more than one third of
the excluded poor (35%) living more than 30% below the MSL. The World Bank’s proposed
aternative formula would make it possible to bring the simulated exclusion error down to 35%,
with a dightly smaller proportion of those excluded (24%) living more than 30% below the
poverty line. However, these are still high percentages, confirming that, even under the best of
circumstances (an improved formula and no implementation problems), many of the poor and a
significant number of extreme poor would still be excluded.

The actua exclusion rate was lower because enrolment rose far beyond what had been
anticipated. Nonetheless, there was still quite a high exclusion rate. Our calculations show that,
in April-June 2006, 20.7% of households and 16.0% of children below the MSL were not
benefiting from the CMP. It should be noted that the exclusion rate is higher for households than
for children because some households below the MSL do not have children and therefore are
automatically excluded.

By definition, universalization of the programme, assuming it actually reaches all children,
reduces the exclusion rate for children to zero, while excluding only those households below the
MSL that have no children (8.0% of poor households). In practice, as we shall see below, some
children were still not reached by the ‘universal’ programme, either because of self-exclusion by
wealthier families or because of barriers to access by extremely vulnerable and marginalized
poor families and by children living outside a family framework.

5.2. Impact on short-term monetary poverty

Where a poverty line has been constructed, it is possible to calculate the effects of social
transfers on monetary poverty as measured by the Foster-Greer-Thorbecke (FGT) class of
decomposable poverty indices (Foster et al, 1984):

T q U =)
FGT = r]?BX Z;h: i
i=1

where n is the total number of individuals, g is the number of poor, zis the poverty lineand c is
consumption expenditure. If a =0, equation [3] is the poverty headcount index, which is the
proportion of individuals living below the poverty line. If a= 1, equation [3] represents the
poverty gap, which represents the mean proportionate expenditure shortfall over the total
population. By setting a = 2, i.e. squaring the expenditure shortfalls before aggregation so asto
give a greater weight to the larger shortfalls, the equation gives the poverty severity index.

This section calculates the CMP's effects on the FGT class of poverty indices, using the MSL as

aproxy poverty line. The calculations, which are shown in Figure 2 (and Annex table 6) contrast
the ex post changes in the poverty headcount, poverty gap and poverty severity (for children and
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all individuals) resulting from the implementation of the targeted programme in April- June 2006
with the ex ante changes ssimulated to result from the universalization of the programme on the
two different scenarios for benefit levels (Tog36,000 per year and Tog136,000 per year).

Figure 2: Effects of CMP benefits on monetary poverty among children
(Source: calculated from HIES data, April-June 2006)
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In its targeted phase, the CMP reduced the child poverty headcount by almost 4 percentage
points (from 42.2% to 38.5%) and lowered the child poverty gap by about 2 percentage points,
assuming that the child benefits received had raised actual household expenditure by an
equivalent amount. Ex ante simulations show that universalization of the CMP further reduces
poverty due to the incorporation of the previously excluded poor households. However, the
reductions in the child poverty headcount (from 38.5% to 37.9%) and the poverty gap are quite
small since only asmall proportion of poor households with children (20.8%) had previously not
been reached. However, the rise in the benefit to Tog136,000 per year, in accordance with the
2007 budget, has a dramatic effect on poverty, reducing the headcount by afull 10 percentage
points (to 27.4%) and cutting the poverty gap from 12.6% to 7.1%.

5.3. Ben€fit incidence of the CMP

It is also instructive to examine how the CMP, under different assumptions, affects households
along the whole household consumption expenditure distribution. Benefit incidence analysis was
conducted, based on household consumption expenditure deciles from the April-June 2006 HIES
(once again deducting child benefits from per capita household consumption expenditure on the
assumption of zero net savings from the benefits). This exercise reveals that, although the actual
distribution of benefits under the targeted programme is the most progressive (the average
benefit per household rises from Tog2,108 in the top decile to Tog6,645 in the bottom decile),
universal benefits are also highly progressive for the simple reason that there are many more
children in households in the lower expenditure deciles (see Annex table 7). CMP benefits per
household under a universal programme are still twice as high in the bottom decile as in the top
decile.
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The different degrees of ‘progressiveness' can be shown graphically by concentration curves. As
shown in Figure 3, both concentration curves for the CMP benefits (for the actual benefit
distribution of the targeted programme and the simulated ex ante benefit distribution of the
universal programme) are progressive, with the curve for the targeted programme furthest from
the diagonal (45° line), i.e. most progressive, as would be expected. However, the fact that
targeting was not working well means that the adoption of an explicitly universal programme
shifts the concentration curve for the distribution of benefits only dightly closer to the diagonal.

Figure 3: Benefit incidence of child benefits
(based on April-June 2006 HIES data)

100
90 A
80 1
70
60
50 A
40 A
30 A
20 A
10 A

Equal distribution
—&— Targeted benefits
—P— Universal benefits

Cumulative distribution of benefits
(%)

0O 10 20 30 40 50 60 70 80 90 100

Cumulative distribution of population (%)

5.4.Value of child benefits to households

In the focus group meetings held during the research for this paper, CMP beneficiaries frequently
expressed the view that, although ‘child money is small, it makes an important contribution to
the expenditure of poor families. It was claimed that the CMP is the only source of income for
very poor familiesin rural settled areas who own no livestock and have no other source of cash
income apart from family solidarity and charity. By contrast, child benefits are seen as being of
little value to wealthier families. This perspective is corroborated by the HIES data, which
indicate that the child benefits provided by the CMP are of considerable value to the households
in the lowest deciles (as defined above), in particular those in decile 1, when measured relative to
average household consumption expenditure (see Annex table 7). The ex post analysis of actual
CMP benefits in April-June 2006 shows that the benefits received by the households in decile 1
were equivalent in value to 10.9% of their pre-benefit consumption expenditure, compared to
6.4% for households in the second decile and only 0.3% for those in the top decile, as shown in
Figure 4.

Universalization of child benefits (at the same benefit rate) raises these proportions dightly, to
12.6% for the lowest decile and 7.5% for the second lowest decile. Of course, the proportions
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rise for the higher deciles too, but benefits still contribute only 0.6% of household consumption
expenditure for the highest decile, alevel which might prompt many wealthier households not to
bother taking up their entitlements in practice.

The value of the benefits relative to the level of household consumption experditure dramatically
increases with the increase in the benefit rate to Tog136,000 year, as approved in the 2007
budget. Thisincreaseis so large that child benefits raise the pre-benefit consumption expenditure
of the bottom decile by more than one third (35.2%) and that of the second bottom decile by
amost a quarter (23.4%).

Figure 4: CMP benefits as % of household expenditure, by
deciles
(based on April-June 2006 HIES data)
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5.5. Access by the most mar ginalized and disadvantaged children

Earlier in this paper, we described the second phase of the CMP as being ‘ quasi- universal’, since
aweakened form of conditionality was in place, while some barriers of access might limit
enrolment by the most marginalized and disadvantaged households and children. If so, the
presumption that the second phase of the CMP would reduce the exclusion rate to zero would not
be strictly accurate. Thisis clearly a matter of concern from a human rights perspective and in
particular with respect to the principles of universality, equality, non-discrimination and
inclusion, which are among the core principles that inform a human rights based approach to
programming (Piron and O’ Nelill, 2006).

Focus group discussions, field visits and interviews conducted by the research team indicated
that there are significant barriers of access to CMP benefits by the most marginalized and
vulnerable families, including in particular migrant families, and by childrenliving outside a
family environment, for example on the streets or in institutions. This has continued under both
the targeted and universal programmes.
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As hes already been discussed, some families have found it difficult or costly to enrol, or have
been rejected, because required documents are missing, are too old or are damaged. Poor
families are those that are most likely to find it difficult to obtain or replace the required
documents because of the costs involved, especialy in the case of identity documents. Data from
the CMP module of the April-June 2006 HIES indicate that ‘lack of documents was cited by
26% of households below the MSL who did not apply for child benefits as a reason why they did
not do so (compared with 9.1% of households above the MSL). This problem, which is unlikely
to have been altered significantly by the switch from atargeted to universal programme, will be
discussed in more detail in Section 7, along with the effects of urban residence registration
requirements, which makes it difficult or costly for many migrant families to enroll and
withdraw benefits.

In conditional cash transfer programmes, there is arisk that the behavioural conditions will
exclude the most disadvantaged families if these are in conditions that make it extremely difficult
to meet the conditions despite the incentives. In the case of the CMP, one of the initial four
conditions, nortinvolvement in child labour, was never implemented in practice and along with a
second, the requirement of full immunization, was dropped in the new universal phase of the
programme. Of the two remaining conditions, there is no direct evidence that the requirement for
school attendance is a barrier, although this possibility cannot be entirely discounted.

However, the condition that children live with their families is clearly arestricting requirement
in the case of children who live on the streets or in institutions. In the case of the estimated 300
orphans and other children living in state owned residential facilities, the government has taken
measures to ensure that they are not excluded. Starting in July 2006, their ‘child money’ is
deposited in savings accounts opened in the children's names. However, this measure does not
cover the children staying in the approximately 50 private residential facilitiesrun by NGOs and
religious organizations.®

Street children or at least those that are living permanently on the streets withou retaining any
family ties, are aso excluded from the CMP. While it had been hoped that the CMP would
encourage families to take these children back home, it is not know to what extent this has
happened in practice. The law is also silent concerning children in detention athough the
significance of this category of children has greatly diminished since the government took the
positive step of releasing all children from prisons in July 2005. However, some children may
still be detained in police statiors, awaiting trial, and there are no specific provisions in the Child
Money Law and related regulations that provide for the payment of benefits to children that are
deprived of their liberty.

Thus, while the CMP benefitsare contributing to poverty reduction, particularly among children,
there are some significant groups of marginalized and disadvantaged children that have not
benefited from the CMP, due to documentation problems or the requirement that children live
with their families. At the same time, it is important to recognize that child benefits cannot
provide the sole solution to such children’ s difficulties and vulnerabilities — a point that

8 Acknowledging that thiswas not fair, the Ministry of Social Welfare and Labour informed the research team that it
planned to collect data about children in these institutions and to make arrangements for them too to receive ‘child
money’.
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underscores the need for other social protection interventions to complement cash transfers
(Grooten, 2006).

5.6. Use of CMP benefitsfor expenditureon children

Returning to the households that do receive child benefits, what do we know about the use of
these benefits within the household? Do they really improve the lives of children or do they
mainly benefit adult members of the beneficiary households? Data from the CMP module of the
HIES in April-June 2006 provide some answers, although caution must be exercised in
interpreting these findings, as survey responses may have been biased by a desire on the part of
some of those surveyed to show that they use the money in a‘correct’ way on behalf of their
children. Almost 90% of beneficiaries said that they spend at least some of their ‘child money’
on their children and 57% claimed that they spent the money exclusively on their children.

Many of the beneficiaries said that they spend some of their ‘child money’ on education, in
particular on books and stationery (60% of beneficiary households) and on kindergarten and
school fees (30% of beneficiary households). This could reflect the increased education costs
resulting from the reintroduction of charges for textbooks in the 2005/2006 school-year, which
ironically followed shortly after the launching of the CMP.? According to the households
surveyed, another top spending item for CMP benefits is children’s clothing (36% of
households), some of which may be for school uniforms.

It is also noteworthy that the assumption of zero savings from child benefits, used to calculate
the household consumption expenditure deciles and the number of households living below and
above the MSL in the absence of child benefits, is not completely valid. Overall, 15% of
beneficiary households said that they use child money to save on behalf of their children. The
proportion of households saving CMP benefits in this way is higher for those living above the
MSL (18.5%) than for those below the MSL (10.9%). Thisis consistent with information
provided by CMP beneficiaries in the focus group discussions that it is common in wealthier
households for ‘child money’ to be used to open savings accounts in the children’s names.

About 43.1% of households use al or some of their CMP benefits for general household
purposes, but only 10.5% of survey respondents stated that they used al their ‘child money’ in
this way. As might be expected, the proportion doing so was twice as high among those living
below the MSL (14.9%) as among those living above the MSL (7.3%).

Only 3.3% of respondents said that they used their child benefits for buying food. However, in
the focus group discussions, social workers and CMP beneficiaries said that families, particularly
the poorest, tended to use the money for general household needs, including food. In the most
extreme cases, they claimed that ‘child money’ was almost the only source of cash income. They
also noted that it is common for low income families to use their CMP benefit books to obtain
credit from shops, which keep the books as aform of guarantee. However, it would be wrong to
conclude that * child money’ spent on food and other general household needs does not benefit
children in the poorest households, as the resulting increase in household consumption is likely

® Equivalent to an estimated Tog15,000 per child per year, or 41% of the value of ‘ child money’, assuming that each
child bought an average of five textbooks per year.
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to be beneficia for children’s nutrition, clothing, shelter and overall well-being. It isaso
significant that it is ailmost aways the mothers who register for child benefits and manage the
money.

5.7.Wider social and demogr aphic effects

Unlike the conditional cash transfer programmesin Latin America, the CMP was not designed
and implemented in a manner conducive to evaluating the impact of the programme on human
capital development or the non-monetary dimensions of child well-being. The CMP was
launched nationally from the start, without any piloting or control groups. There is therefore very
little evidence upon which to found a judgment about whether the programme has resulted in
improved child outcomes and human capital development and might therefore be contributing to
long-term poverty reduction. This is unfortunate because the rationale for conditional cash
transfer programmes is that they not only provide poor households with cash to raise their living
standards in the short term but also provide incentives for these households to make investments
in their children that will improve their life-course opportunities and help break the inter-
generational transmission of poverty.

In short, we do not really know whether the programme’s conditionality has had any significant
effect on households' behaviour, although the datain Annex table 8 do provide some limited
evidence that CMP benefits are used, at least in part, for investments in children’s education.
There is aso some circumstantial evidence (from comments made in focus group meetings and
data on enrolment in non-formal education) to suggest that the CMP' s dligibility requirements
may have encouraged some families to send children who had previously dropped out of school
to enroll in NFE courses.'® However, this evidence is insufficient to draw any firm conclusions
about the impact of the CMP on enrolment or attendance, especially since, in the absence of
strong programme monitoring mechanisms and data-bases on attendance, it is not known
whether some households decide to enroll their children formally (or simply persuade school or
NFE staff to provide them with certificates of enrolment) in order to obtain the documentation
needed to apply for CMP benefits without really sending their children to school or non-formal
classes.

Ironically, the reintroduction of charges for school textbooks, in the 2005/2006 school year, risks
increasing school drop-out in poor families, possibly canceling out any benefits from the
conditionality on school attendance. Two education subsidies are being offered at present: a
subsidy of Togl6,000 for education supplies for school pupils from ‘socially marginalized
groups' or living in households with four or more children attending school (M OESC/MOF Joint
Order 34/31 of 2001); and textbook vouchers for schoolchildren in households with ‘ below
average income’ (MOESC/MSWL Joint Order 251/228/94 of 2005). However, poor targeting
and inadequate overall funding resulted in 86% of those below the MSL not receiving free
textbooks and 56% of free textbooks going to households above the MSL, according to data from
the CMP module of the HIES in April- June 2006.

10 Data provided by the National Centre for Non-Formal and Distance Education indicate that enrolment in non-
formal basic education (mainly by children) rose by 2.1% in 2005, but by up to 15-20% in some rura aimags.
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In the quasi- universal programme that began in July 2006, two of the four conditions for CMP
eigibility (children being up-to-date on mandatory vaccinations and not being engaged in
harmful forms of child labour) were dropped, since officials and parliamentarians had come to
the conclusion that neither of these conditions could serve any useful purpose. In practice, the
condition on child labour had not been implemented during the first phase of the programme,
because there were no mechanisms in place to monitor compliance. Regarding immunization, the
view was that immunization rates are aready high in Mongolia (see Annex table 2) and there are
more effective ways through the health system to detect and immunize children who are behind
schedule on their vaccinations. Health workers make regular half-yearly visitsto al rural baghs
and urban khoroos to identify and vaccinate these children Thereis a broad consensus that the
conditions on child labour and immunization ssimply created additional paperwork both for CMP
applicants and for officials without having any positive effects.

Finally, it is pertinent to ask whether the CMP might have any demographic effects. It should be
recalled that the pre-transition government in Mongolia had an explicitly pro-natalist policy.
Although there was no universal child benefit programme comparable to the CMP, the medals
and subsidies provided to mothers with more than four children were intended to boost the birth
rate. These benefits have remained in place, but the economic crisis that hit Mongolians in the
early years of the transition resulted in a sharp decline in the population growth rate in the 1990s
-- from an average of 2.8% ayear in 1970-1990 to 1.2% ayear in 1990-2004 (EIU, 2006a).

In the focus group discussions, social workers were of the view that cash transfers to families
with children may increase the fertility rate among the poor and some claimed that this was
already observable, with more children born in their soums compared to previous years. The
range and size of the benefits now on offer to families, especially during the months immediately
after childbirth, are considerable. In addition to the monthly child benefit of Tog3,000 and
quarterly payment of Tog25,000, there is the new one-off payment of Tog100,000 for each
newborn child (since July 2006), plus a pre:CMP maternity benefit which provides Tog20,000
for five months during pregnancy and seven months after birth to mothers below the MSL. The
datain Annex table 9 show that, over the six month period following childbirth, the combined
benefits have an average monthly value equivalent to 54% of the average consumption
expenditure of households below the MSL (88% in the case of households in the lowest decile).
It is reasonable to presume that this provides quite strong pro- natalist incentives to poor families,
although there is no statistical evidence to prove this. The introduction of the substantial new
benefit for newly married couples could also indirectly contribute to arise in the birth rate.

6. Cost, affordability and sustainability of the CMP

However effective and efficient a cash transfer programme might be, a crucial question is
whether it is affordable and sustainable. This requires ananalysis of government expenditure on
child benefits, including the costs of the benefits themselves and of programme administration,
in the broader framework of the government’s current and expected future fiscal performance.
Thisis the subject matter of the first of two sub-sections. The second uses the limited data
available to discuss issues concerning the CMP' s private, indirect (incentive), social and political
costs. Asin the analysis of effectiveness and efficiency, the analysis contrasts the actual cost of
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the targeted CMP with the smulated cost of the universal programme, using two scenarios for
the child benefit (Tog36,000 a year and Tog136,000 a year).

6.1. Fiscal affordability and sustainability

The CMP came into being during a period of economic and fiscal optimism. As Section 3
discussed, the surge in international mineral prices raised real GDP growth to an average of 7.0%
in 2002-2006. Meanwhile, there has been a significant fiscal consolidation, with the budget
moving into large overal surplusesin 2005 and 2006 (at 2.9% and 9.0% of GDP respectively),
providing considerable ‘fiscal space’ for the launching and later expansion of the CMP.

In 2005, the targeted programme cost a total of Tog18.1 billion, equivaent to 2.4% of total
government expenditure, or 0.7% of GDP (see Annex table 10). Given the healthy state of the
economy and the fact that government finances were moving into overall surplus (at 2.9% of
GDP), the targeted CMP was clearly affordable, at least in the short term, despite the high rate of
leakage of benefits to the nonpoor. It should be noted that these figures on the fiscal cost of the
CMP refer only to the value of the benefits, without taking into account the programme’s
administrative costs, for which no data are available, partly due to the fact that the social workers
who manage the programme and interact with beneficiaries are responsible for the full range of
socia welfare programmes at local level. In fact, additional administrative expenditure to cope
with the burden of managing the CMP was very limited, as no new staff were recruited, resulting
in a shift of existing administrative resources from other programmes, rather than a significant
increase in overall administrative expenditure on social welfare programmes.

The fiscal context became even more favourable in 2006, as metal prices remained at record
highs. In June, the Mongolian parliament approved a budget revision that introduced a windfall
tax on mining companies (for allocation to a specia Development Fund) while metal prices
remained at exceptionally high levels. The revised budget also raised expenditure, including the
increases in budget allocations needed to fund the extension of child benefits to al children and
the implementation of the previously promised benefits for newborn children and newly married
couples (backdated to January 2006).

Based on an expected expansion of child benefit coverage to 1.04 million children in the second
half of 2006 (under the new universal programme), the Ministry of Social Welfare and Labour
projected that expenditure on child benefits would rise to Tog29.6 billion in 2006 and Tog36.7
billion in 2007. Including also the cost of the benefits for newborn children and newly married
couples, the total expenditure on all three benefits was expected to rise to Tog40.1 billionin
2006 and Tog47.8 billion in 2007. The Government also allocated TogR.7 billion for the new
school feeding programme, which would provide 110,000 schoolchildren in the first and second
grades with snacks (milk and biscuits) during term-time, in September-December 2006.

Restricting analysis to the cost of the child benefit, it may be seen from Annex table 10 that this
is estimated to have accounted for 2.8% of total government expenditure and 0.9% of GDP in
2006, taking into account the switch from a (poorly) targeted programme to a universal
programme half way through the year. This was clearly affordable, given the huge overall budget
surplus. Maintaining the universal programme at the same benefit level (Tog3,000 per child per
month) for the whole of 2007 would have changed these ratios only marginally.
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Figure 5: Expenditure on child benefits, 2005-2007
(Source: calculated from budget data and CMP administrative data)
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However, the 2007 budget included alarge increase in the benefit level, adding new quarterly
payments of Tog25,000 per child, to be financed from the Development Fund so long as metal
prices remained high. Assuming this was to be fully implemented in 2007, the annual child
benefit was set to rise from Tog36,000 to Tog136,000, raising the overall cost of the programme
to 9.5% of projected government expenditure and 3.9% of projected GDP. Thiswas part of a
more broadly expansionary budget, which projected an overall budget deficit of 5.0%.

The financing of a budget deficit on this scale is well beyond what is considered to be consistent
with the maintenance of low inflation and the sustainability of Mongolia s public external debt.
Moreover, athough much of the increased expenditure, including that on the new quarterly child
benefits, is to be financed from the Development Fund and is supposed to be reduced if windfall
mineral receipts decline, both the large overall balance and the huge increase in the expenditure
on child benefits in particular must be seen as highly risky, given Mongolia s exposure to a
possible sudden fall in minera prices (or a mgor drought) and the political difficulty of cutting
back on the benefit levels of social transfersif such an external shock were to occur.

It is also important to bear in mind that expenditure on child benefits has an opportunity cost in
terms of the foregone expenditure on other government programmes, for any fixed total level of
government expenditure. It is pertinent to inquire whether additional spending on child benefits
might be better spent on, say, improving education or health services, or developing economic
infrastructure. Due to the limited scope of this research, it is impossible to undertake such an
analysis of the opportunity cost of the CMP, which would require data on the costs, outputs and
outcomes of the full range of government programmes. Such a comprehensive analysis of ‘value
for money’ would be more appropriate in a public expenditure review. We will therefore make
only some general observations on this subject.

First, total socia expenditure is quite high compared with most developing countries. During the
period from 2002 to 2005 it consistently accounted for more than half of total government
expenditure and about one fifth of GDP. In 2005, socia security and welfare expenditure
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increased to 24.3% of total government expenditure and 8.2% of GDP, reflecting the start- up of
the CMP, aong with increases in pensions and other social security and welfare programmes.
Expenditure on education and health declined relative to GDP between 2002 and 2005, but this
was due to the rapid increase in GDP rather than crowding out by socia security and welfare
expenditure. Education and health expenditure, relative to GDP, aso remains quite high by
comparison with most developing countries: for example, the world average for education is
around 5%, compared with 6.5% in Mongoliain 2005.

Nonetheless, it seems anomalous that in the same year that the government introduced the CMP,
it also abolished the provision of free textbooks to schoolchildren. Arguably, from the
perspective of human capital development and long-term poverty reduction, it might have been
better to spend more money on free textbook distribution and less on discretionary cash transfers
to households — a viewpoint shared by many of the participants in the focus group discussions. It
is aso noteworthy that, when asked about priorities for long term poverty reduction, a common
viewpoint was that employment generation was more important than ‘ child money’, an opinion
which suggests that the government needs to give greater priority to stimulating private
investment in its overall development strategy. **

6.2. Private, indirect, social and political costs

While analyzing the fiscal costs of the programme, it isimportant not to lose sight of the private
costs sustained by households receiving benefits or applying for enrolment. The transaction costs
involved in applying for child benefits could be substantial or even prohibitive for those without
the necessary documents, especialy if they live in rural areas and need to obtain new identity
documents or change their residence registration. Participants in a focus group meeting in arura
soum in Dundgovi aimag estimated that it would cost between Tog15,000 and Tog20,000 (i.e.
approximately 40-55% of the value of one year’s child benefits), including the costs of transport,
to replace alost identity card, which requires travel to the aimag centre, announcement of the
loss in a newspaper and the payment of a penalty. **

According to data from the CMP module of the April-June 2006 HIES, the transaction costs for
receipt of child benefits are also significant, especially for those living in the countryside, far
away from soum centres, where payments are received. Although 90% of households collect
their child benefits monthly, the amount of time required for the round-trip journey to receive the
benefits averages 4.3 hours in summer and 4.9 hours in winter for those living in the countryside,
outside soum centres, compared with 1 hour in summer or winter for those living in Ulaanbaatar
see Annex table 12). The total cost per journey is more than one third of the value of the monthly
benefit per child, for households living in these rural areas outside soum centres, and more than
six times higher than for those living in Ulaanbaatar.

There is no evidence that the CMP, in either its targeted or universal phases, has had significant
indirect or incentive costs, although some focus group participants suggested that it might
reinforce a dependency ‘mindset’. This view is based on the notion that, since socialist times,
Mongolians expect hand-outs from the state as a right, but there is no hard evidence that, if thisis

1 public investment expenditure in Mongoliais very low, averaging only 5.3% of GDP in 2002-2005.
12 By contrast, birth certificates can be obtained easily at soumlevel.
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true, it diminishes the incentive to work. Such disincentives normally occur in programmes with
income means tests, since some individuals may choose to reduce their earned income in order to
obtain eligibility. This kind of perverse effect is unlikely in a programme with a proxy means test
and cannot arise in a programme with universal eligibility.

In the focus group meetings, it wasfrequently claimed that the targeted programme resulted in
stigmati zation of those receiving benefits, since it quickly became known (apparently even
among the children themselves) who was receiving benefits. Although thisis difficult to accept
at face value given the high level of leakage to the non-poor, this ‘social cost’ was one of the
main reasons cited by those who supported the programme’ s conversion into a universal
programme.

Finally, there can be no doubt that the targeted programme also had high political costs. It was
widely seen as being unfair, on the grounds that it discriminated by excluding some children.
Thisis consistent with the prevalent universalist attitude towards social transfersin Mongolia,
discussed in the next section, and was almost a consensus view among the participants in the
focus group discussions. It explains why there was growing and ultimately successful political
pressure to change the nature of the programme in mid-2006 and why areturn to a targeted
programme now appears to be politically unrealigtic.

7. Factor s explaining the evolution and performance of the CMP

This section turns to the factors that explain the evolving nature and performance of the CMP.
There are two parts. The first focuses on issues of political economy, highlighting the role of
inter-party competition in the genesis of ‘child money’ and the shift from targeting to
universalism, as well as the significance of public perceptions about the programme and its
purpose. The second examines a series of shortcomings in the design and implementation of the
programme, including the methodological weakness of the proxy means test used for targeting,
the manipulation of eligibility procedures, the weak capacity for programme administration, the
barriers to enrolment that can result from the programme’ s documentation requirements, and the
failure to establish a robust monitoring and evaluation system.

7.1. Party politics and public attitudes

The literature on cash transfers notes that programmes targeted exclusively on the poorest
households sometimes fail to command public support, leading to the erosion of political
commitment, since the majority of the electorate does not benefit directly. Although it is argued
that this negative response can be overcome, through promotional campaigns that appeal to a
moral sense of justice or even the long-term best interest of the nortpoor (van de Walle, 1998),
these political costs of targeting can leading to the erosion of budgetary commitments (or their
failure to keep up with inflation) or the demise of targeted programmes. The CMP provides a
graphic example of the role of electoral politics and public attitudes in condemning a targeted
programme to failure and substituting it with afar more popular universal programme.
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The political dynamics of the CMP

The CMP must be understood, first of al, as a product of its political context. Since the transition
from the one-party system, there has been acute political competition among the main parties, the
MPRP and the Democratic Party (DP), accentuated by frequent shiftsin political alliances,
involving also various minor parties. Not only have there been frequent changes in government,
but since the general elections in June 2004 there has been a hung parliament and a highly
unstable coalition.

This environment has stimulated a populist approach to politics among the parties, which have
competed for support by trying to outbid each other in their promises to the electorate. Given the
socialist past and its system of generous welfare provisions, and widespread concern about
poverty and rising inequality, it is perhaps not surprising that the parties would give prime place
in their political strategies to promoting themselves as champions of social welfare. In addition,
the large rise in government revenues since the early 2000s prompted opposition politicians to
voice complaints that the people had not yet reaped the benefits of the surge in mining income,
while also providing them with greater ‘fiscal space’ in which to propose increases in social
expenditures. This was the context in which ‘child money’ emerged as a hot political issue
during the June 2004 elections.

During the election campaign, the incumbent MPRP and the opposition bid for votes by making
rival promises to introduce cash transfers to families. In its election manifesto, the opposition
promised a monthly allowance of Tog10,000 for every child, claiming that this would result in
‘elimination of unequal income distribution in the society, decrease of poverty, support to young
families, and improvement of relationships between parents and children’.™® As for the MPRP, it
promised Tog100,000 for every newborn baby, to ‘ support population growth’, and Tog500,000
for every newly married couple under a policy of ‘support to young families .**

After the elections, negotiations among the parties in the new coalition government resulted in a
compromise. The launching of the CMP as a conditional cash transfer programme, involving a
proxy means test and providing a benefit lower than had been promised (Tog3,000 per child),
was aso heavily influenced by advice from donors. The latter were primarily concerned about
the poor targeting and fiscal sustainability of Mongolia s socia welfare programmes and had
long urged improvements in targeting, in accordance with the Social Security Sector Strategy
Paper, prepared by the MSWL with the assistance of the Asian Development Bank (ADB) and
approved by the MPRP government in November 2003 (MSWL, 2003).

There was continuing pressure, however, to bring the programme closer into line with what had
been promised by the parties in the 2004 elections, particularly as the boom in metal prices was
raising government revenue to record levels and producing increasingly large budget surpluses.
Politicians, particularly from the Democratic Party (DP) after it left the governing coalition in
January 2006, echoed the widely held view among the public that it was unfair to give child
benefits only to some children and argued that the surge in government revenue made it
affordable to extend the benefits to all families with children. Anxious not to be outflanked

13 Action Programme of the Motherland Democracy Coalition.
14 Action Programme of the MPRP.
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politically, the MPRP revived its proposals for alowances for newborn children and newly
married couples. With the fiscal context increasingly favourable, the outcome was a new inter-
party deal that led to the resolutions in the State Great Khural in June 2006 introducing the
universal child benefit along with the allowances for newborn children and newly married
couples.

In short, domestic political dynamics not only gave birth to a magjor new programme, but ended
up outflanking the donors and technocrats who had been advocating reformsin social welfare to
improve targeting to the poor and ensure long-term fiscal sustainability. The Social Security
Sector Strategy Paper was to all intents and purposes left marooned, prompting the ADB to
cancel a pending $3 million tranche of its social security sector policy loan that had been
assisting the design and implementation of social security reforms since 2001.

There seems to be little doubt, now that all families with children are eligible to receive ‘child
money , that it would be politically difficult or even impossible to cancel the programme or
switch back to atargeted approach Donor agencies interviewed by the research team, including
ADB, the World Bank, and the United Nations Development Programme (UNDP), aswell as
UNICEF, all acknowledged that it would be extremely difficult to go back to a targeted
programme, at least until the next general elections, which are due in 2008.

Public perceptions and attitudes

The emergence and evolution of the CMP in adirection (and on a scale) completely at odds with
the tenor of the Social Security Sector Strategy Paper reflects the fact that the donors and their
technocratic allies in the MSWL were not speaking the same language as the political parties and
much of the public. While the donors and technocrats usually assume that the CMP was intended
to improve the welfare of the very poorest, the general public has seen it differently. The focus
group discussions with parents and childrenrevealed that families have understood the CMP as a
programme for al children, to ensure their well-being and development. They therefore felt that
it was important to universalize it, so that all children could benefit without discriminationand
also to avoid stigma. Beyond that, the rhetoric of the politicians presented child benefits as away
for al families, or at least all families with children, to gain from the country’ s increased mineral
revenue, thereby giving it mass appeal. Thus, right from the beginning, there were radically
different perspectives on the true purpose and objective of the programme.

This lack of consensus over objectives seems to reflect a deeper clash between the self-interest of
the majority of Mongolians, as articulated by the politicians, and the donor/technocrat agenda of
‘poverty reduction’ and fiscal prudence. In addition, there may be an element of ‘ cultural
misunderstanding’, along the lines of the thesis of Steiner-Khams and Stolpe (2004), who have
argued that donor-advocated reforms tend to fail in Mongolia because of linguistic
misunderstandings and ‘ cultural legacies from the socialist past'. In the case of the CMP, public
attitudes probably spring partly from the universalist language associated with socialism and the
traditional role of categorical entitlementsin Mongolia s social welfare system. In addition,
although everyone may assume that the CMP is meant to contribute to ‘ poverty reduction’, the
latter may be interpreted in different ways. For the donors and technocrats it tends to mean
focusing on the poorest households, i.e. more or less the bottom third of the income distribution
that lives below the MSL, while for most Mongolians it can be interpreted as an improvement in
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the living conditions of the vast mgjority. From that perspective, poverty reduction and
universalism are not seen as contradictory.

7.2. Shortcomingsin programme design and implementation

Compounding the problems arising from the confusion over objectives, there have been serious
weaknesses in programme design, planning and implementation. These include shortcomingsin
the formula used to determine eligibility through the proxy means test, manipulation of the
enrolment process, inadequate planning and capacity development for delivering such alarge
and complex programme, overly burdensome and costly documentation requirements and the
lack of robust monitoring and evaluation mechanisms.

Flaws in the proxy means test

In their analysis of targeted cash transfer programmes in developing and transition countries,
Coady et al (2004) note that, for proxy means testing to work well, it is necessary to be able to
identify, through analysis of household survey data, variables that are closely correlated with
household income, that can be easily observed and that cannot be easily manipulated by
households in order to gain digibility. They note that in many cases the formulae at best only
explain about half of the variation in consumption among households and often substantially
less, and that ‘the prediction for each individual, even if unbiased, has a large standard error, a
fact not really taken into account in current practice with proxy means tests (p. 54).

In the case of the CMP, Section 5 has already shown that, before taking into account the
programme’ s implementation problems, the targeted CMP would have been expected to have
high ex ante leakage and exclusion rates (38% and 42% respectively) due to the properties of the
formula used in the proxy means test, known as the poverty risk ratio (PRR). Worse, much of the
leakage and exclusion would be among households far above or below the poverty line. This
would obvioudly be unacceptable for a programme that was intended to benefit the poor.

It was clear from the focus group discussions that there was deep skepticism of the criteria used
for selecting beneficiaries. There is a widespread perception that some genuinely poor applicants
were excluded while many non-poor households were admitted. Social workers were blamed for
being unfair. There was particular criticism that the criteria were the same in both urban and
rural areas and so failed to take into account the important differences in the nature of the
household economy between urban and rural areas, particularly with respect to the role of
livestock and means of transport (two of the key variables in the PRR), which they argued were
productive assets in the household herding economy and had little relationship to levels of
household consumption. In short, the proxy means test was seen as being urban biased.

The World Bank has provided a critique of the methodology used to derive the PRR, pointing
out that it is based on bivariate rather than multivariate relationships between poverty and other
household characteristics (World Bank, 2006b). The Bank has proposed an alternative
methodology that determines indicators and their weights simultaneously through ordinary least-
sguares regressions on the logarithm of per capita consumption, using the LSM S data from
2002/2003. This would also estimate models for four types of location (Ulaanbaatar, aimag
centres, soum centres and countryside).
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However, the alternative methodology proposed by the World Bank would reduce only dightly
the ex ante leakage and exclusion errors (to 33% and 35% respectively) and likewise reduce only
dightly the proportion of leakage and exclusion occurring furthest from the poverty line (see
Figure 6). Of particular concern is the fact that, even without any implementation errors, the
properties of this best available alternative to the PRR would exclude more than one third of
poor households from benefits, with almost one quarter (24%) of these excluded households
living 30% or more below the poverty line. The core issue is whether such a high exclusion error
is acceptable, particularly since this could affect access to awide range of other socia welfare
benefits beside the CMP.

Manipulation of eligibility procedures

The fact that the actual |eakage rate was about two thirds higher than the already high simulated
rate (while the actual exclusion rate was significantly lower) shows that the problems did not
stop with the design of the formulafor proxy means testing. The whole process of determining
eligibility was obvioudy deeply flawed. It ended up enrolling in the programme vastly greater
numbers of beneficiaries than would have been expected on the basis of the model alone. On
several occasions during the focus group discussions there were allusions to the manipulation of
the process by applicants and officials, and the World Bank study likewise noted that ‘thereis
large anecdotal evidence that documents the subjectivity of the process' (p. 3).

Wealthier families tried to hide sources of income and assets in order to gain digibility, and
some applicants seem to have persuaded or paid officials to issue them with false certificates. At
the same time, it is highly likely that some officials adjusted applicants’ data to meet the
eligibility threshold when computing the proxy means test score. The responsibility given to the
local governorsin completing and stamping the Household Subsistence General Information
Questionnaires (HSGIQ forms) which was the first step in the process of applying for enrolment
in the targeted programme, would appear to have been particularly open to abuse, given the
governor’s political status as elected officials. Besides increasing the risk of favouritism, thereis
some evidence that this discouraged some would-be poor applicants from even starting the
process of application. According to data from the CMP module of the HIES in April-June 2006,
when targeting was still being applied, 35.7% of households living below the MSL who did not
apply for ‘child money’ said that this was because they were ‘not on the governor’s list of poor
families’ and 23.8% said that it was because the governor would not provide them with the
necessary certification. Some local officials and focus group participants said that the application
and enrolment process had generated tensions between families, governors and social workers.

Inadequate planning and capacity

The CMP was launched in arush, only afew months after the proposals for ‘child money’ were
made during the 2004 elections. As aresult there was no proper piloting. Planning was minimal
and no additional social workers or administrative personnel were hired to implement the
programme. The programme brought a huge increase in workload, especially initsinitial phase
of enrolment. Discussions with social workers and local officials indicate that, from 2005, they
had to spend most of their time on the CMP, at the expense of other programmes such as
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employment, pensions and assistance for orphans and people with disabilities.™ Likewise,
although ToglOO million was allocated in 2005 to print application forms, the HSGIQ and the
beneficiary booklets, social workers and other local officials expressed concern about the limited
financial resources and equipment, including computers, to administer the CMP. The paperwork
has often had to be handled manually.

The more sophisticated programmes using proxy means testing, such as those in Latin America,
use home visits by programme officials as part of the application procedure, in order to verify
information and so reduce leakage. Often the proxy means test form is filled out on the spot in
the applicant’s home (Coady et al, 2004). However, such alabour- intensive approach was
impossible for the CMP, given the limited staff resources.

The absence of an integrated programme management information system has been another
important weakness This may have made it possible for some families to succeed in enrolling in
more than one location, as there is no way to check previous enrolment in another part of the
country. The research team was told of cases where families had managed to register twice —
once under the mother' s name and again under the father’s name. On the other hand, the absence
of a nationwide data-base means that beneficiaries who migrate cannot draw their benefits
without returning to their place of enrolment — a weakness affecting all social welfare
programmes.*® In fact, the problem goes beyond the social welfare system, as the lack of an
integrated management information system for civil registration also hinders the enrolment of
migrants without local residence registration and makes it difficult to verify (or if necessary
reissue) the documents required for enrolment, such as ID cards, birth certificates and marriage
certificates.”’

Adver se effects of the documentation requirements

As the comments above indicate, some families, particularly among those that are most
disadvantaged, have found it difficult to obtain the documents required for enrolment in the
CMP. According to the data from the CMP module of the HIES in April-June 2006, 26% of
households living below the MSL who had not applied for child benefits (when the CMP was
still atargeted programme) cited the lack of required documents as one of the reasons. To some
extent, the documentation regquirements have become lighter under the universal programme. For
example, it is no longer necessary to complete the HSGIQ or provide proof of vaccinations.
However, some people do not have the remaining required documents (children’ sbirth
certificates, the parents 1D cards, marriage certificates and letters from schools certifying that
their children are enrolled) or have lost them. Discussions in the focus groups indicated that
sometimes applications are rejected because the documents are too old or are damaged. As
Section 5 has documented, the procedures to replace missing documents can be slow and involve
charges or fines, imposing significant direct and opportunity costs, especially for the poor.
Furthermore, migrants who have not registered their residence in the areas to which they have
moved cannot apply to enrol in the CMP at the new location. They either have to return to their

15 At the time of this research, the Ministry of Social Welfare and Labour was negotiating with the Ministry of
Finance to include funds in the 2007 budget to hire one additional social worker in all 70 soums with a population
above 4,000.

16 ADB is currently developing a project to set up such an information system.

" UNDPis planning to support the government to improve computerization of the civil registration system.
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area of registered residence or register their residence in the new location, which is costly and
time consuming.*®

A weak monitoring and evaluation system

The fact that the CMP was introduced nationwide without any prior piloting was undoubtedly
one of the most serious planning errors. It removed the opportunity to monitor programme
performance and learn from experience in a limited geographical area before making necessary
design adjustments and scaling up. It has also made it difficult to evaluate programme impacts by
measuring and comparing changes in outcome indicators in both programme areas and norn-
programme areas serving as control groups. This kind of robust evaluation mechanism, which
has been one of the strong points of conditional cash transfer programmesin Latin America
(Rawlings and Rubio, 2005), has been completely lacking in the case of the CMP.

Even routine monitoring of programme implementation and performance has been severely
compromised by the staff constraints and the absence of an integrated social welfare
management information system. There was no real monitoring of the application of the proxy-
means test methodol ogy and there has been no systematic monitoring of school drop-out to
monitor compliance with the behavioral conditions of the programme (World Bank, 2006b). A
positive devel opment, however, was the inclusion of the special CMP module in the HIES in
April-October 2006 to gather information on such issues as the use of child benefits, the
transaction costs of beneficiaries and the barriers to enrolment. However, there is still not yet a
real system for regular monitoring of programme implementation and performance.

8. Policy recommendations

The previous sections have discussed the performance of the CMP, in terms of its effectiveness,
efficiency and costs, and the political, institutional and technical factors that have influenced the
programme’ s design and implementation and the quality of its performance. This sectiondraws
out the policy implications of this analysis, focusing broadly on four sets of issues. First, based
on the evidence presented in this paper, would it be advisable for the Mongolian government to
return to atargeted programme, after fixing the problems that undermined the programme’s
efficiency, or should it rather continue with the new universal programme? A second related
issue is whether child benefits are affordable and sustainable at their new benefit rate of
Tog136,000 per year. Third, what measures are needed to strengthen the capacity and systems
for management, monitoring and evaluation of the programme? And last, what could be done to
overcome the obstacles that deny child benefits to some of the most marginalized and vulnerable
children?

8.1. Universal or targeted child benefits?

In theory, targeting is justified by the need to concentrate limited resources on the poor, as well
as concerns that a rise in expenditure to cover all households with children might be fiscally

18 |n one case known to the research team, a very poor family in a peri-urban slum area of Ulaanbaatar would not
register their residence out of fear of being asked to pay for the land where they had erected their dwelling.
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risky and unsustainable. However, the evidence provided in this paper provides a strong case for
maintaining the universal child benefit, rather than attempting to return to a targeted approach.

First, any proxy means test in Mongolia, irrespective of improvements in the formula used for
determining eigibility, will remain ablunt instrument. It is extremely rare for the weighted
variables used in proxy means tests to provide arobust explanation of the variation in
consumption expenditure. Any proxy means test is likely to lead to high leakage and exclusion
errors, even with the best possible formula, and thisis clearly the case in Mongolia. Not only was
the formula used during the targeted phase of the CMP deeply flawed, but the improved formula
proposed by the World Bank (2006b) still leaves very high exclusion and |eakage rates. The most
worrisome finding is that, based on the properties of the best available formula and without
taking implementation problems into account, the proxy means test would lead to the exclusion
of at least one third of the poor (35%). This is unacceptable for a programme intended to reduce

poverty.

Second, it is probable that |eakage would be much higher in practice than the (already high)
simulated figure of 33% under the World Bank’s best aternative formula. Given the tightly knit
nature of Mongolian communities, it would be extremely difficult to halt entirely the collusion
between applicants and those determining eligibility, who often know each other well. Ending
the involvement of the district governorsin the first step of the application process would
simplify the procedures, but not remove the opportunities for collusion between applicants and
social welfare officers, who can easily ‘fix’ households' data to meet the eligibility threshold.

Third, due to the exclusion error associated with proxy means testing, the current universal
programme has a dightly larger impact on poverty reduction (and thus the achievement of MDG
1) than a targeted programme. The fact that this improvement is quite small reflects the fact that
the targeted programme had itself come close to becoming a universal programme in practice.

Fourth, even though a targeted programme would be more *progressive’, a universal programme
concentrates benefits disproportionately in favour of poor households, simply because there are
many more children in households in the lower deciles. In practice, the universal programme
could be more progressive than this, as there is considerable anecdotal evidence to suggest that
many households in the higher deciles are opting not to receive child benefits because of the
inconvenience of the time spent in enrolling for and receiving what they regard as a very small
source of income (a form of self-exclusion).

Fifth, a universal programme is affordable. Mongolia has a much strengthened fiscal position,
with large overall surpluses since 2005, and thus the ‘fiscal space’ to accommodate a programme
which (at the initial benefit rate of Tog36,000 per year) would account for only 2.6% of total
government expenditure and about 1.0% of GDP. This is comparable with the expenditure on
conditional cash transfer programmes in Latin America, which are generaly in the range of 1-
2% of GDP (UNDP, 2006). Mongolia can afford a programme of this size and should be able to
sustain it, despite the risks associated with the country’ s exposure to sharp fluctuationsin
international metal prices and adverse weather conditions.

Finally, there is strong public support for the universal programme, which is founded on a broad
consensus that all children should benefit, without discrimination or stigmatization, in order to
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promote their well-being and development. Now that all families with children are eligible, a
return to targeting would be politically costly and inadvisable.

8.2. What leve of benefit?

The decision in the 2007 budget to raisethe annual value of the child benefit to Togl36,000,
including Tog100,000 contingent on continued high metal prices (to be financed from the
Development Fund), isabold new development. As such, it would substantially reduce income
poverty. The simulation in Section 5 showed that, assuming the additional cash transfer raises
household consumption expenditure by an equivalent amount, the poverty headcount would fall
by more than one quarter (from 37.9% to 27.4%) and the poverty gap by aimost one half, making
avery significant contribution to the achievement of MDG1.

The question that arises is whether such alarge increase in child benefitsis affordable and
sustainable. It could be expected to raise child benefits to 3.9% of GDP, well above the normal
range for such cash transfer programmes, and to 9.5% of total government expenditure, alevel at
which there is a much higher risk of the need for a sizeable downscaling in the event of a shift in
fiscal fortunes. Given the country’s external vulnerability, it would be prudent for the
government to follow a more counter-cyclical fiscal policy, consistent with long-term trend
prices for the country’s key minerals. As the IMF has argued (2005), it would be advisable to
accumulate assets during the present period of high copper and gold prices in order to increase
the ability to maintain expenditure when prices decline, and also to use windfall revenues for
investments in physical infrastructure, which is poor in Mongolia and critical for sustainable
long-term economic growth and job-creation The government should therefore be particularly
cautious about introducing large increases in social welfare benefits during the present period of
high revenues, to avoid the risk of later having to reduce benefit levels, which would be
politically difficult and also accentuate the negative effects of an economic downturn on poverty.

It is also important to consider the opportunity cost of spending additional public resources on
child benefits, in terms of the relative benefits of alternative possible uses for those resources on
other programmes. It might be preferable to direct additional resources to programmes with a
more direct effect on children and, through human capital development, on long-term poverty
reduction In particular, the government could consider allocating additional resources for the
reintroduction of free textbook distribution, or the development of state-financed servicesto
provide specialized protection services to children in situations of abuse or special vulnerability.

8.3. How to improve capacity and systemsfor programme management,
monitoring and evaluation?

The CMP was launched with weak systems for management, monitoring and evaluation. In
particular, despite the scale of the CMP, there was no increase in the staff responsible for social
welfare programmes. Their workload needs to be carefully assessed, with a view to identifying
and meeting the extra staff requirements needed to administer the CMP without compromising
the delivery of other social welfare programmes. Second, there is an urgent need to set up an
integrated programme management information system in order to avoid double enrolment,
enable beneficiaries to receive payment when moving to new locations and facilitate monitoring.
This could be used to strengthen the management of all social welfare programmes, including the
CMP.
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An additional step would be to establish a monitoring and evaluation system, with an appropriate
set of indicators and mechanisms in place to collect and manage the necessary data, so that there
is regular tracking of programme implementation and it is possible to carry out periodic
evaluations of programme performance. The proposed increase in staffing and the establishment
of an integrated programme management information system would help create the capacity for
this.

8.4.How to reach the most vulnerable and disadvantaged?

Although ‘child money’ is clearly making a contribution to poverty reduction, it is important to
tackle the barriers that, despite the shift to a theoretically universal programme, still appear to
exclude some of the very poorest and most vulnerable families and children.

First, the programme condition requiring that children live with families should be dropped.
Besides discriminating against some of the most marginalized and vulnerable children, this
condition does not seem to be the most effective way to bring children back into a family setting.
The specia arrangements made to enable orphans and other children living in state-owned
institutions to receive ‘ child money’ should be extended to the larger numbers accommodated in
residential facilities run by NGOs and religious organizations, as well as to children living on the
streets or detained in prisons, police stations or any other institutions.

Second, while it is not possible to remove entirely the remaining documentation requirements for
CMP beneficiaries, measures need to be taken to make it easier and cheaper for people to replace
missing documents, especially identity cards. For example, there seems to be no need to require
those applying for the re-issuance of ID cards to place announcements in newspapers announcing
the loss of their cards, and the charges for 1D cards could be reduced.

Third, it should be made easier for migrants to enroll in the programme and draw benefits in their
new areas of residence. Clearly, that requires the establishment of an integrated management
information system for civil registration, but that is an investment that would be well worth
making to improve the efficiency and security of the whole civil registration system, as well asto
make it more flexible and convenient for citizens who move residence. This would aso
strengthen the access of migrants to other social welfare programmes besides the CMP.

Fourth, it is necessary to investigate further the advantages and disadvantages of the condition
requiring children to attend school. At present, it is not known whether this plays any positive
role in promoting school attendance and discouraging drop-out or whether it has the unintended
consequence of barring access to the CMP by some extremely disadvantaged children.

However, it must be stressed that cash transfers do not provide a solution for all protection
problems. Children living in situations of extreme vulnerability also require support in other
forms. The government could play alarger role in financing and providing child protection
services for orphans, street children and other children in difficult conditions.
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9. Conclusion

This paper set out to analyse the extent to which the CM P contributes to the reduction of poverty
and improvements in the well-being of children, and does so in an efficient, affordable and
sustainable manner. The analysis has confirmed that the programme makes a real contribution to
poverty reductionas measured by household consumption expenditure per capita (MDG 1), in
particular among children, due to the larger number of children living in poor households It
makes a mgjor contribution to household consumption expenditure in the lower expenditure
deciles. There is evidence that the intra- household distributionof ‘child money’ does benefit
children in particular, although the newness of the programme and the lack of robust monitoring
systems make it impossible at this stage to draw any firm conclusions about the effects on the
non monetary dimensions of child poverty, such as school enrolment (MDG 2).

These positive effects are enhanced under a universal programme, since this largely overcomes
the *exclusion’ problem inherent in the technical shortcomings of proxy meanstesting. The
analysis has also shown that a universal programme is progressive aong the entire household
consumption expenditure distribution, due to the much larger number of children in poor
households. Taking into account aso the high leakage of the targeted programme, due both to
the bluntness of the proxy means test and deep-seated institutional factors that hinder proper
implementation, as well as the lack of public support for a return to targeting, the conclusion is
quite clear. It makes much more sense to continue with the universal programme.

This conclusion is further buttressed by the fact that Mongolia has the fiscal space to absorb the
higher total cost of benefits under the universal programme, given the large surplusin
government finances. As a percentage of GDP and total government expenditure, expenditure on
the universal programme appears to be within the normal range internationally for such
programmes and can be regarded as affordable and sustainable at the benefit rate of Tog36,000
(approximately $31) per year. However, given Mongolia s vulnerability to external shocks, the
large increase in the annual benefit to Togl36,000 ($117) in the 2007 budget is highly risky, as it
raises programme expenditure to a level that would be impossible to sustain in the event of a
fiscal cortraction. Although the increase in the benefit level (Tog100,000) is supposed to be
contingent on the continued receipt of windfall minera revenue, the new benefit rate may come
to be seen as an entitlement in the public mind, making it very difficult politically to make
subsequent reductions.

The analysis has highlighted the importance of taking measures to ensure access to child benefits
by the most disadvantaged families with children, including in particular migrant families, and
by children living ouside a family environment in institutions, on the streets or in places of
detention It is aso crucia to invest in strengthening the capacity and systems for programme
management, monitoring and evaluation, including by establishing an integrated management
information system for all social welfare programmes. Finally, it must be stressed that, despite
the contribution of the CMP to the reduction of monetary poverty and to child well-being, cash
transfers for families with children are not a cure-all and cannot substitute for the delivery of
quality services for children. The programme should also be seen as only one component of a
broader socia protection system, including an enhanced government role in the development and
financing of specialized protection services for children in situatiors of extreme vulnerability.

42



Annex: Statistical tables

Table 1: Economic indicator s, 2000-2005

2001 2002 2003 2004 2005 2006 est
Real GDP growth (%) 1.0 4.0 6.1 10.8 7.0 7.0
Inflation (end period, %) 8.0 1.6 4.7 11.0 9.5 7.0
Government revenue (% of GDP) 394 384 37.6 37.0 337 40.6
Government expenditure (% of GDP) 43.9 442 418 391 30.7 31.7
Overall budget balance (% of GDP) -4.5 -5.8 -4.2 21 29 9.0
Exchange rate (Tog per US$) 1,097.7 11103 11465 11853 12053 1,164

Sources: NSOM, Mongolian Satistical Yearbook 2005; IMF, Mongolia: 2006 Article IV Consultation — Staff Report.

Table 2: Poverty indices, by geographical areas, 2002/2003
(based on household consumption expenditure per capita)

Poverty headcount Poverty gap Poverty severity
National 36.1 11.0 4.7
Urban areas 30.3 9.2 4.0
Ulaanbaatar 27.3 8.1 33
Aimag centres 339 105 47
Rural areas 43.4 13.2 5.6
Soum centres 44.5 14.4 6.4
Countryside 2.7 12.6 5.1
Regions
West 51.1 14.6 5.7
Khangai 38.7 12.3 5.2
Central 34.4 10.1 4.3
East 34.5 12.4 6.6
Ulaanbaatar 27.3 8.1 3.3

Source: NSOM, Report of the HIES/L SMS 2002-2003.

Table 3: Selected human development indicators, 2000 and 2005

2000 2005
Child mortality
Under-5 mortality rate (1/1,000) 87 51
Infant mortality rate (1/1,000) 64 40
Nutrition
Stunting prevalence (%) 25 21
Child health
DPT 3 immunization (%) 99 92
Full immunization (%) 67
Reprodudive health
Skilled attendant at delivery (%) 97 99
Education
Net primary school attendance rate (%) 76 95

Sources: NSOM, Multiple Indicator Cluster Surveys, 2000 and 2005.
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Table 4: Distribution of CMP benefits by location, April-June 2006

% of households receiving benefits

% of children receiving benefits

Total 58.1 78.1
Regions

West 7.7 90.1
Khangai 74.9 89.5
Central 51.2 72.9
Ulaanbaatar 34.4 54.9
East 59.9 815
Urban areas 48.1 69.4
Ulaanbaatar 344 54.9
Aimag centres 63.5 82.3
Rural areas 69.2 86.0
Soum centres 73.8 88.1
Countryside 64.6 83.6

Source: Authors’ calculations derived from data of the CMP module of the HIES April-June 2006.

Table 5: Actual and simulated inclusion and exclusion errors, April-June 2006

(exclusion error is % of non-poor who do not benefit from programme; inclusion error is
non-poor)

% of programme beneficiaries who are

Targeted programme

Ex ante based on Ex ante based on

Actual (Apr

Universal programme

il-June Ex ante

. oa:c;1 uua}laa for muEI;e;l gi XVorId 2006)
Households
Exclusion error 12 35 20.7 8.0
Inclusion error 38 33 56.9 64.8
Children
Exclusion error 16.0 0.0
Inclusion error 513 57.8

al Calculation made by World Bank through analysis of the properties of the formula used in the proxy means test, based on data from

the 2002/2003 HIES/LSM'S (see World Bank, 2006b).
Source: Authors' calculations derived from HIES data A pril-June 2006.

Table 6: Actual and ssimulated poverty indices, April-June 2006

Without child With tar geted With universal child benefits (ex ante)
benefits benefits (actual ) T 0g36,000/year T 0g136,000/year

Per capita (individuals)

Poverty headcount 38.0 353 348 26.5
Poverty gap 134 11.8 115 7.2
Poverty severity 6.7 5.6 54 28

Per capita (children)

Poverty headcount 422 385 37.9 274
Poverty gap 15.1 13.0 12.6 7.1
Poverty severity 7.8 6.2 6.0 27

Source: Authors calculations derived from HIES data April-June 2006.

44



Table 7: Actual and simulated value of CM P benefits, by deciles, April-June 2006

Targeted benefits Univer sal benefits (ex ante)
(actual) Tog36,000 Tog136,000
Average child benefits per household (Tog per month)
Decile1 6,645 7,806 29,491
Decile 2 6,247 7,312 27,622
Decile 3 5,333 6,613 24,982
Decile 4 4,296 6,043 22,829
Decile5 3,667 5,344 20,189
Decile 6 3,505 4,989 18,848
Decile 7 3,043 4,457 16,838
Decile 8 2,753 4,387 16,573
Decile9 2,108 3,720 14,055
Decile 10 1,989 3,720 14,055
Child benefitsas % of household consumption expenditure
Decile1 10.9 12.6 35.2
Decile2 6.4 75 234
Decile 3 45 55 18.1
Decile4 3.2 45 15.0
Decile5 24 35 12.0
Decile 6 20 238 9.8
Decile 7 15 22 7.8
Decile 8 11 18 6.4
Decile9 0.7 12 45
Decile 10 0.3 0.6 23

Source: Authors' calculations derived from HIES data, April-June 2006.

Table 8: Use of CMP benefits by recipient households, April-June 2006

% of householdsreceiving child money

Overall Below M SL* Above M SL*
Households using all child money for children 56.9 47.2 64.3
Households using all or some child money for children 89.5 85.1 92.7
Saving 15.2 10.9 185
Books and stationery 59.5 61.5 58.0
Kindergarten or school fees 29.7 29.8 29.7
Clothing 36.3 36.5 36.1
Tuition fees (higher education) 38 34 4.0
Public transport 45 4.0 4.9
Households using all child money for household needs 10.5 14.9 7.3
Households using all or some child money for household needs 431 52.8 35.7
Saving 5.3 49 5.6
Food 33 31 35

* Calculated on basis of per capita household consumption expenditure minus value of CMP benefits.
Source: Authors caculatio ns derived from HIES data A pril-June 2006.
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Table 9: Value of all child and maternity benefitsin first 6 months after birth

Value of benefitsduring first 6 months after birth (Tog)

Newborn child (one-time payment of Tog100,000) 100,000
Maternity benefit (12 months at Tog20,000/month) 120,000
Child benefit (18 years at Tog136,000/year) 68,000
Total 288,000
Value per month (first six months after birth) 48,000
Monthly benefitsas % of monthly household consumption expenditure 885
Decile1 53.0
Decile 2 42.4
Decile 3 37.2
Decile4 54.4
Households below MSL 88.5

Source: Authors calculations derived from HIES data April-June 2006.

Table 10: Expenditure on child benefits and other new allowances, 2005-2007

2005 2006 _ 2007 _
] Benefit at Benefit at
(actual) (estimated) T0g36,000 To0g136,000
per year per year
Expenditure on child benefits (Tog million) 18,087 29,628 38,612 145,866
As % of socid welfare expenditure 9.7 n.a n.a n.a
As % of socia sector expenditure 4.1 n.a n.a n.a
As % of total government expenditure 24 2.8 2.6 9.5
As % of GDP 0.7 0.9 1.0 39
Overadl fiscal balanceas % of GDP 29 9.0 -2.6 -5.0

Source: CMP administrative data, Ministry of Social Welfare and Labour; budget data from IMF, Mongolia: 2006 Article |V Consultation— Saff
Report; GDP data from NSOM, Mongolian Satistical Yearbook 2005.

Table 11: Social sector expenditure, 2002-2005

2002 2003 2004 2005

As% of total government expenditure

Education 18.9 18.7 18.7 19.3
Health 10.6 9.4 9.7 10.5
Social security and welfare 17.7 19.1 20.0 24.3
Total social expenditure (including others) 51.7 51.3 52.6 57.9
As% of GDP

Education 8.36 7.89 7.38 6.52
Health 4.67 3.98 3.83 354
Social security and welfare 7.81 8.05 7.88 8.19
Total socia expenditure (including others) 22.86 21.60 20.72 19.52

Source: NSOM, Mongolian Satistical Yearbook 2005.
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Table 12: Private transaction costs of collecting child benefits, April-June 2006

Aimag

Total Ulaanbaatar Soumcentres  Countryside
centres

Frequency of collection of child
money (% of total)
Monthly 89.8 94.0 829 91.9 92.0
Bi-monthly 51 22 22 12.1 20
Quarterly 4.7 34 34 5.0 55
Other 0.4 0.4 0.4 0.0 0.6
Timetaken to collect child money
(round trip in hours)
Summer 2.0 10 14 11 43
Winter 23 10 17 12 49
Cost of collecting child money (Tog
per trip)?
Summer 367.1 176.9 96.2 57.6 1,129.4
Winter 3815 189.6 1175 39.6 1,1755

a Money spent on transport, lodging, food, etc

Source: authors' calculations from data of CMP module of HIES, April-June 2006.

Table 13: Reasons cited by households for not applying for child benefits, April-June 2006

(% of households; households could cite multiple reasons)

Households bdow MSL*  Households above M SL*
Too far to go 20 24
Not on governor's list of poor families 35.7 384
No time 19.0 125
Governor would not provide certification 238 37.7
Do not have all required documents 26.2 9.1
Too costly to apply 24 27
Child money istoo little 7.1 27
Other 9.5 12.1

* Calculated on basis of per capita household consumption expenditure minus value of CMP benefits.
Source: authors' calculations from data of CMP module of HIES, April-June 2006.
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List of abbreviations and acronyms

ADB Asian Development Bank

CMP Child Money Programme

COMECON  Council for Mutual Economic Assistance

DFID Department for International Development (of the British Government)
DP Democratic Party

ElU Economist Intelligence Unit

FGT Foster- Greer-Thorbecke (class of decomposable poverty indices)
GDP Gross domestic product

HIES Household Income and Expenditure Survey

HRSWFM Human Resource and Social Welfare Foundation of Mongolia
HSGIQ Household Subsistence General Information Questionnaire
IMF International Monetary Fund

IMR Infant mortality rate

LSMS Living Standards Measurement Survey

MDC Motherland Democratic Coalition

MDG Millennium Development Goal

MICS Multiple Indicator Cluster Survey

MOECS Ministry of Education, Culture and Science

MOF Ministry of Finance

MPRP Mongolian Peopl€e s Revolutionary Party

MSL Minimum Subsistence Level

MSWL Ministry of Social Welfare and Labour

MTBF Medium Term Budget Framework

NFE Non-formal education

NGO Norngovernmental organization

NSOM National Statistical Office of Mongolia

Tog Togrog

USMR Under-5 mortality rate

UNICEF United Nations Children’s Fund

VAT Value added tax
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