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Attachment to the
State Great Hural Resolution #24,
from 2004

MONGOLIA
MEDIUM-TERM
CIVIL SERVICE REFORM
STRATEGY

1. INTRODUCTION

1.1 Background

Mongolia has made major strides in its transition to a market economy. This includes macroeconomic
adjustment, rapid reforms to liberalize prices, lower trade barriers and reduce the size of the public
sector. Recognized as one of the leading reformers among transition economies, the size of the public
sector declined from 51.8% of GDP in 1993to around 25% in recent years.

However, the economic crises in the second half of the 1990s, driven largely by external factors
especially falling commodity prices, highlighted the need for major structural and institutional reforms
to foster and support a performance-oriented public sector.

The Government of Mongolia wishes to maintain and improve its capacity to deliver essential public
services and to provide an adequate legal and regulatory framework to encourage the development of

an effective private sector.

The Government’s Economic Growth and Poverty Reduction Strategy aims not only at reduction of
unemployment, but it also aims at public sector management reforms and improvement in access and
delivery of basic public services. The Strategy also highlights the need for specific improvements in
services provided by the public sector in critical areas such as education, health and social care

services.

A significant step already taken was the Public Sector Management and Finance Law (PSMFL) passed
by Parliament with implementation commencing in January 2003. This law not only provides a mechanism
to ensure budget discipline, but also establishes a new contractual outputs-based system aimed at
improved accountability, governance and fiscal management. At the same time the Law on Government
Services has been amended, together with a series of Parliamentary and Government resolutions, to
strengthen personnel systems and increase the professionalism of the civil service.

In this context, the size, cost, capacity and skill mix of Mongolia’s Civil service need continuing
adjustment to take into account the evolving role of the state, changes in socio-economic and service
delivery needs, and fiscal realities. This strategy document assesses the existing environment within
which the civil service functions, and includes specific steps required to strengthen civil service

efficiency, accountability and capacity over the medium term.
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1.2 Factors Driving Civil Service Reform

Civil service reform (CSR) in Mongolia is being driven by both external and domestic factors. Major
external influences have been:

*  thedisintegration of the communist bloc in the early 1990s and the dramatic transformation tha

has taken place in the public administration of the countries with which Mongolia has coopera
most closely over previous decades;

the development and implementation of new models of public administration, not only ir
transition countries, but in most developed countries;

the emphasis on public administration reform in donor programs, including technical assistan
and loan conditions.

More importantly, this civil service reform strategy reflects domestic developments within Mongolia:'

®  thetransition to a market-based economy, which has transformed the state’s role in many areas,

with profound implications for the roles of many civil servants;

the Government’s Economic Growth and Poverty Reduction Strategy, which includes
improvements in the quality and efficiency of key public services, such as health and education,
to ensure that existing resources are channelled to areas that have the most need and where the
highest impact can be achieved;

more broadly, a desire to improve civil service performance in reaching the community in.
delivering these essential public services, especially improving the accessibility and quality of
services for the poor and vulnerable groups;

recognition that the large number of civil servants (increasing since 2000) and recent across-the-
board salary increases have soaked up a large proportion of the budget, making it difficult to
redirect expenditure to high priority services (especially those associated with building the
economy and reducing poverty), and also to increase civil service salaries where necessary to
attract, retain and motivate staff in critical positions;

the need for further refinement of bureaucratic structures within the civil service;

a requirement to update the skills mix in the civil service to match Mongolia’s needs as it
transforms fully to a market economy.

Underlying these factors and this whole strategy are three sets of objectives, ehsuring I
that: |
1. the size, structure and remuneration of the civil service is consistent with Mongolia’s |

fiscal position, to maintain macro-economic stability and provide the basis for economic
growth;

2. staffing resources are allocated in a way that is consistent with the government’s
strategic priorities, especially to reduce poverty;

3. the civil service has the skills, motivation and institutional arrangements to

effectively and efficiently deliver quality public services (including necessary regulation)
within the policy framework set by the government.
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2. CURRENT SITUATION

2.1 Civil Service Reform Stages

k : : LN S .
Public service reforms in transition economies are reflections of dr?stlc political ms;tmcj)tltizzgl ;nd
economic reconstruction. At the same time, public administration is a key age;pt of p

economic reform, the success of which depends crucially on governance capacities.

The public sector in Mongolia as a whole has undergone (and is still ir;r}ple_mentting) sff)\:::alr gg;ﬁ(:slri\ﬁ
initiati ionalisati jvatisation, decentralisation, tax reform,

reform initiatives, such as staff rationalisation, privatisat griaen

i i i d pension systems. New pressures, | g fisce

health and education sectors, social security an . _ e
i i lity public services at lower costs, dic p

constraints and pressure to provide good qua . ) .

administration aﬁd civil service reforms be deepened and fostered in the medium and longer term

ivi i f various
In this context, public administration and civil service reforms have been on the agenda o
successive governments in Mongolia over the last decade or so.

Three major stages in public administration and civil service reform can be identified:

Stage 1 (1990-1993) focused on the legal and | policy framework for th@g;e sf:'udurgi This
dismantled the Earty-centred political system and created a state-centred political system.

j ilestones were: ) ;
M the new Constitution (1992) and key consequential laws were approved by the Parliament

a new state structure system was formed and started functioning (legislature, executive and
judiciary) -
a multi-partisan system became a reality.

Stage 2 (1993-2000) aimed at the creation of a professional civil service ¢ capable of implementing
state policies and goals.

Major milestones of this stage were:

Development Program — implemented by the Gpvernment with the

3 .ar?s(iest/:‘:é’: ﬁf)’;thI\IDP andpother dongrs. This was the first comgrehenswe attemptttgare:zirtm
public administration in Mongolia, albeit with the emphésvs on building mar:gem;r; : zctio)‘l;
Three main results were: (a) institution building - setting up the Statf: Pt\)u n;n n pa o
Board (SAIB) and the State Administrative Service Council (SAgC), (b) se |2g :?O mjn
framework - the Law on Government Service (see below); and (iii) capacity develop -

2. The Law on Government Service defined for the firsttime in Mongolia civil ser\lllce ;?erwn:ﬁ:
- policies, legalised the status of civil servants, and provided a favourable legal environm

for public administration and civil service reform.
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3. “Mongolian state policy on reforming government processes and the general state structure
—approved by the State Great Hural (Parliament)’s 1996 Decree #38 within the Managemer
Development Program.

Stage 3 (since 2000) has aimed at strengthening institutional capacities and increasing ,u__-:
efficiency and effectiveness: 2

The Government has identified the priorities of this current stage as developing comprehensive policil
to:

* enhance Governance and institutional capacity,

*  improve public sector efficiency and productivity,

* increase the effectiveness and quality of public services and their accessibility,
and to implement them through strengthening competencies and performance of civil servants as pa
of the Sound Governance component of the Government's broader Good Governance for Hu
Security Program.

The PSMFL provides favourable legal environment for reforms at this stage. The PSMFL will involy
devolution of personnel decision-making to general managers in line agencies, a comprehe

strategic planning process and accountability for performance in delivering outputs being “purcha
by the government.

The Law on Government Service, substantially amended to be consistent with PSMFL, aims at
strengthening personnel controls and increasing the emphasis on performance.

This civil service reform strategy is the culmination of a series of reforms developed and
implemented since 1990.

2.2 Key Features of the Civil Service

During the second quarter of 2003 the Government Service Council a data verification project
undertaken on the number and characteristics of the civil service,

The project found that 124,630 civil servants were employed in 5,200 budget organisations, plus almosf
2,684 staff working in these organisations on quarterly contracts or other temporary arrangements. This
total of 127,314 is substantially less than the basis of the budget allocations for 2003, which assumed tha
136,866 civil servants would be employed.

In addition to these 5,200 budget organisations, a further 4,085 staff were employed in 15 self-financi
agencies, Given that the managers of these 15 organisations are civil servants, their staffing has been
included in the aggregate civil service numbers.

The total civil service in April 2003 therefore comprised 128,846, which is 5.2% of the total population..
Figure | shows the trend in civil service number since 1996, with a 20% increase following the decline
inthe late 19905,
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Within these overall figures, there are a number of trends in the composition of the civil service:

*  the majority of civil servants Figure 1: Total Civil Servants, 1996-2003

are in ‘support posts’ (73%), |
which include all teachers and
health workers; 7% are in
‘administrative posts’ |
(including all managers), 18%
in ‘special posts’ and 2% are
in ‘political posts’

73% work for local governments
and 27% for the central |
government (over the period
1997-2002 the proportion in
central government increased
steadily;

160,000
140,000
| 120,000 |
100,000 |
80,000 |
60,000 =
40,000 |
20,000 { .
| O@P “,90"@""
*  mostcivil servants are women ‘ & F > %

(59%), and this proportion is
increasing

e there are somewhat fewer women in management and other administrative positions = 47%
- although this proportion has increased steadily and significantly since 1998 when it was
34%

*  the civil service is getting younger — in 2003 75.9% are under 45 years and only 5% are
over 55 (less than 0.5% of civil servants are pensioners, mainly because of personnel
shortages in rural areas) '

*  the proportion of the civil service employed in education and health seem to have fallen in

the last few years.
2.3 Civil Service Costs and Fiscal Implications

Although the early 1990s saw a significant reduction in civil service erpployment En M_ongolia las pa|rt
of the transition process, since 1995 the government wage bill has increased significantly, largely

because of wage increases.

ia’s initial transition to a market economy saw the public sector’s role in the economy drop from
g':oggp(;lrlzesn'? (l)tf’illg; in 1993 to 31.5 percent in% 995.By 1 997-the share of government wages to Gaaz
was higher than a number of other similar transition economies. After.I 997 civil slenll_lc;: ;Nages e
salaries increased significantly relative to GDP, although they are projected to fal ;s ig lt y gver o
period 2003-06, as shown in figure 2 below, based on 2004 budget apd MT!?I? ﬁgf.ures (local and cen
breakdowns are not shown beyond 2002 because of a change in this classification).
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Although the 1997-2003 increase in
the wage bill was partly caused by the |
recent increase in numbers of civil
servants mentioned in the previous
sgction, it mostly reflects increases in
civil service wage rates. Base salaries
were increased by 25% in 2000, and
then by a further 9.2% in 2001 and
20% in October 2002. Over this period
there were significant budget overruns
on wages.

% of GDP
OCaANWAROD~N®O©D

Current expenditure rose by 1
percentage point of GDP in 2002, after
having surged by more than 5
percentage points of GDP in 2000—
01, largely as a result of these wage
increases. The full-year impact of the
Qctober 2002 increase is also reflected

in the 2003 budget, which anticipated |
afurther rise in the total wage bill as a

proportion of GDP. This was offset by | :

the decision to reduce civil service |
numbers during 2003, as discussed in
the previous section. These trends are
shown in figure 3.

The 2003 civil service wage bill
accounts for 20% of general budget
expenditures (including net loan
payments), and represents one of the
major components in the Mongolian
government’s budget, as shown in
figure 4. As a percentage of current
budget expenditure (including
interest), the wage bill is now 27.8%
(for the first 10 months of 2003). This is
approximately the same level as 2000, |
although the percentage fell to 25.1%
in 2001 and increased subsequently.
The wage bill is currently 29.0% of
current expenditure excluding
interest, having followed a similar
pattern since 2000.

Figure 2 Govemment Wages as Share of GDP, 1995-2006

The salary arrears problem that peaked in 1999 has now been largely resolved.

Because of the proportion of the budget spent on salaries, the steep increase relative
to GDP in the period 1995-2000 meant that spending on wages was beginning to
crowd out public investment, straining the government’s limited borrowing capacity
and its capacity to take initiatives targeted on poverty reduction.

1985 1996 1997 1998 1999 2000 2001 2002 2008 2004 2005 2006

Figure 3: Government Expenditure and Wagebill
as % of GDP, 2001-2006
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Also fiscally significant is the current wage compression ratio (the ratio between lowest and highest
civil service salaries, excluding political posts), which is low by international standards, and has not
increased in recent years — it was 3.01 in 1997 and is 2.96 in 2003. Wages have increased faster at the
bottom end of the scale, with the result that these civil servants have caught up with equivalent private
sector salaries. The remuneration of lower-paid civil servants now exceeds that of equivalent private

sector workers in some cases.

At the same time, more senior levels in the civil service have fallen further behind comparable salary
levels in the private sector. This has contributed to the declining morale of midlevel technical and
professional staff, many of whom are critical to the development and implementation of Mongolia’s
policies. Lower remuneration for these civil servants has the potential to create recruitment and
retention problems, especially for well-trained specialists in key areas such as accounting, financial
market regulation and taxation. Although salary comparisons between the public and private sectors
need to take account of the extra benefits of civil service employment, especially security and
allowances, the increasing gap for some key positions is a cause for concern.

3. REFORM PRINCIPLES AND POLICIES

3.1 Mission and Values of Civil Service Reform

l The mission of this reform strategy is to establish a civil service that is: oriented to
meeting the needs of citizens; flexible in responding to changing circumstances; pro-
active; lean; capable; and outcome-oriented.

The values of civil service reforms include:

*  Effective delivery of public services — civil service reform will lead to improved service
delivery, and is a key part of the poverty reduction strategy.

Performance and output-orientation — the reform strategy is based on the achievement of
results or outputs, not inputs. Performance criteria will include equitable access to services,
especially for the poor and disadvantaged groups.

*  Efficiency and affordability - Mongolia needs a civil service that provides maximum service
for the least cost, and stay within tight Budget expenditure constraints. An efficient civil
service is essential to leave room for private sector economic growth.
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3.2 Principles of Reform

The principles upon which civil service reform is based include:

These principles and values are the foundation of the civil service reform agenda.

Public service - members of the Mongolian civil service recognize their primary duty is to th
government and people of Mongolia above their personal interests.

Merit — all appointments and career advancement of individuals should be based solely on
qualifications and performance.

Right people in the right job — the objective of the appointment process is to have the mo
appropriate qualified person in each position, regardless of organisational affiliation. This
supported by the merit principle.

Equal opportunity — the government is the leader in establishing good employment practi
Public sector employment should be an open process that includes selection criteria that redress
any discrimination against disadvantaged groups.

Letting the managers manage — managers need to take responsibility for achieving the outputs
and outcomes of the organisations and activities they control. They will be given the authority:
and flexibility to undertake this role and be held accountable for results.

Steering not rowing — separating policy from operational activities, and achieving the appropriate
balance between them. It implies the role of government should be about establishing polici
for the provision of public goods and services, within which the production of those goods and
services is undertaken by the most appropriate mix of public/private/social sector resources.

Structure follows strategy — organisational design should be determined by objectives and the
best methods of achieving goals, not the other way around.

From inputs to outputs — the management of public resources is best served by encouraging
achievement of results or outputs rather than by controlling inputs. This approach has been

applied in the financial management and budgetary reforms over all the Mongolian public
sector.

The Mongolian civil service as a Learning Community - all organisations and individuals in the
public sector should have the ability and desire to be receptive to new ideas and to learn from
the past.

Providing authority with responsibility — to make managers responsible for outcomes it must be
accompanied by sufficient control over inputs, including appropriate authority. Accountgbility
can only be obtained where there is a clear line of responsibility.

Performance-related rewards — public sector employees should be rewarded for performance.
Economy of size - to develop lean and capable civil service, which is effective for the development
of Mongolia.
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3.3 Reform Policies

ivi i ied in the Law on Government Service
policies driving the civil service reform strategy are embodied in th

(LGS) and the Public Sector Management and_Finange Law (PSMFL).
The LGS and other relevant acts set the following policies:

. political neutrality of the civil service

2 transparency in personnel decisions ke ‘

< equal opportunity for all Mongolian citizens to enter the civil service '

= codification of the rights and obligations of civil servants and a code of ethics
' declaration of income and property interests

& prevention of nepotism

4 establishment of an independent Council responsible for civil service issues, reporting

directly to  the Parliament (not the Government).

The PSMFL has mandated the following management tools and concepts into Mongolian public sector

management: : A e
*  outputs-based budgeting (contractual basis of receiving funding)
e  performance agreements
e strategic business plans

¢ performance reporting including performance indicators
dance with international accounting standards

e accounting standards in accor . iy
anisations (ministries, agencies, Aimags, Capital City, Soums

e duties and responsibilities of org
and Districts).

The PSMFL places general managers at the heart of civil service and financial

management reforms.

Under this legislation, general manage
to manage and control their organisations

The principle of using outputs instead of iflpu .
manggemgnt of civil servants as to financial and other physical resou

to ensure general managers are fam}liar with the reqpirelments of the ¢
equipped with the skills and sufficient authority to implemen
achieve efficient and effective outcomes.

The LGS and the PSMFL provide with favourable legal
service reform, and set out the reform policies.

rs will be empowered to make the key personnel decisions, and

ts to manage and control resources applies equally to the
rces. A key success factor will be

ivil service reform strategies, are
t them, and have sufficient flexibility to

environment for further deepening of the civil

Mongolia’s key civil service mid-term reform policies are to:
¢ strengthen the strategic planning and performance management capa
budgetary organisations
*  improve civil service human resource management

e ensure the optimal size of the civil servi

cities of state and

ce, and modernise the remuneration system for civil

servants. : =
The strategic objectives are based on These medium-term reform policies.
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4. SPECIFIC CIVIL SERVICE REFORM STRATEGIES

4.1 Strategic Planning and Performance Management

Strategic objective: to deepen the capaci ivi i
: of th i
managers) to undertake strategic plsnni:lyg i i B

The PSMFL requires all ministries and other bud

standard format for their Strategic Business Plans;
program) expenditure figures.

Preparation of strategic plans for the first year was largely a descriptive form-filling process, rather th

g ity
pIO active declSlOIl “lak"l VOII pllol ities a“d tl 1€ means 01 aClIleVIIIg Stlateglc ObjeClIVES CapaCl!

delhson X
elivering outputs, and (b) human resource planning within the strategic planning framework

Ihe following specific actions are included in this Civil Service Reform Strategy to achieve this:

A workshop will be convened by the GSC and MOFE, includi .
most advanced in their strategic planni i

dvan planning, to compare experience,

and guidelines, and to provide input to training cuf:cula.p i

Further training courses on strategi i i i

¢ egic planning techniques will be provided f gers
and key staff, building on experience in the first year. ’ el
GSC change agents will be appointed in GS branch councils where necessary, to support gene

managers by facilitating and coordinatin. i ithi
. ¢ g the planning process within thes ies —
to take over the planning process itself, which should be undertaken by theen?agrf:gc::rslenlt":ttzani'.'f

to review current processes

Sterrafteglc obielfti\./e: to strengthen the capacity of the civil service to manage on a
performance asls,.mcludmg measurement, monitoring, and assessment, with
progressive relaxation of some input controls. {

Identification of effective
output-based managem
translated into individu
servants’ performance.,

pe:rfor(;nance indice‘xt.ors is probably the most challenging step in implementing
ent and accountability. For the civil service, agency indicators will then be

Based . : e :
s e;)::;q:;r:‘ence in otl:jer countries (including developed and transition countries), these processes
e years to develop fully, especially in the specification and costing of outputs, and the

p
b
deVe'O ment ()1 meanin ‘U' a“d lehable peHOIIIIaIlce |||d|Cat0|S a”d pel'o”“a“Ce assessment
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get agencies to develop Strategic Busi :
il ! : : p Strategic Business Plans and to
0 output-based accounting. This process has already started, with all agencies followin‘;“

the 2004 draft budget includes broad output (or at least

pment of strategic planning include (a) reviewing the staffing costs of’

ng general managers from 7 agencies

al performance agreements, which will form the basis of assessment of civil
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Some budget agencies are moving at a faster pace towards full implementation of the performance
reforms, because it is easier to define outputs and assess performance for their functions. The reform
process will therefore distinguish between agencies — especially to reward those managers that
demonstrate leadership and competence (including the establishment of internal control systems) by
reducing interference in their management. A Step-By-Step approach (not waiting for across the board
implementation of reforms) will enable some of the benefits of reform to be demonstrated as soon as
possible, will encourage general managers to implement finance and management reforms, and will
maximise the efficiency and effectiveness gains of ‘letting the managers manage".

The following specific actions are included to achieve this:

*  Further training courses for key staff supporting general managers will be provided, building on
previous capacity building supported by the ADB. These will include development of effective
performance indicators, performance agreements, and assessment of individual performance.

A mechanism will be established to obtain regular feedback on civil service performance from
service users or clients, and the results published.

*  AStep-By-Step approach will be taken to implementation of the PSMFL. Specified input controls

(eg imposition of staff ceilings and some central staffing rules) will be relaxed progressively for
individual budget agencies as they develop their skills and procedures in strategic planning and
performance management. Agencies will be able to qualify either as ‘intermediate’ or ‘best
practice’ output-based agencies if they demonstrate to GSC and MoFE that they have met
specified reform criteria (these criteria to be developed in 2004).

4.2 Leadership and Selection of Senior Managers

Strategic objective: to implement transparent, competitive selection processes for senior
civil servants, especially general managers.

The Government’s civil service and financial management reforms both place general managers at
the heart of the broader public sector reform process. These men and women will play a key role in the
delivery of the core functions of the civil service. They will provide high quality policy advice to the
Government and implement Government programs, including delivering services to the community.
They have a particular accountability to ensure the delivery of outputs that contribute to the achievement
of outcomes as determined by the Government. They must be able to focus on the outputs specific to
their agency, and the links between these outputs and broader government goals. This requires them to
create a shared vision and sense of purpose for their organisations, to enable and motivate their staff to

achieve high performance.

Selection of general managers is a critical success factor for civil service reform and, more broadly, for
public sector reform.

Cabinet Secretariat Ministry of Finance of
Government of Mongolia Mongolia
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The PSMFL and other relevant legislative acts provide for open, competitive selection of approximat
3,000 senior positions in the core civil service, including all general manager positions. All th
positions must be advertised and then chosen on the basis of a short list of 3-5 names prepared by tl

GSC; reasons for selection and the short list itself must be made public. Parliamentary resolution 13 of #

May 2003 prescribed the detailed procedures to be followed in filling these positions

The following specific actions are included to achieve this:
*  Transparent testing /assessment procedures will be developed/ with international assistance to
take advantage of world’s best practice in recruiting chief executives in public and pri
sector organisations. :
In the medium term, procedures for selecting other senior civil servants will be reviewed witha

view to introducing open, competitive selection processes similar to those being introduced
general managers.

Strategic objective: to develop the leadership skills of those selected to be general
managers or to hold other senior civil service positions.

Selecting the best people will not be enough to ensure effective leadership in the civil service. Leadership
and team-building skills need development. General managers will be expected to (a) shape strategic
thinking for their organisations, (b) cultivate productive working relationships (both within and outside

their organisation), (c) communicate with influence, (d) exemplify personal drive and integrity, and (e)
achieve results.

More open and competitive recruitment for senior positions — with some positions being filled by civil
servants from other agencies — will help to improve day-to-day cooperation between agencies. This
will be reinforced through service-wide leadership development for senior personnel, building on the
current pilot projects supported by the Swedish Institute of Public Administration.

The following specific actions are included to achieve these objectives:
* A comprehensive and intensive Civil Service Leadership Program will be developed for general

managers and those working directly to them, covering strategic thinking, working relationships,
communication, personal drive and integrity, and achieving results. This program (perhaps 2

week-long residential sessions) will emphasise learning organisation principles and establishment

of networks. It will be required for all existing general managers and all new appointments by the
middle of 2005, with priority for managers in agencies involved in poverty reduction programs.
By end 2006 completion of at least the first stage of the program will be a pre-condition for
appointment to a general manager position.

The GSC’s procedures for assessing the performance of general managers will be amended to

include specific assessment of leadership performance, based on similar criteria to those
incorporated into selection procedures.
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4.3 Organisation and Human Resource Development

i t procedures and systems
ic objective: to develop human resource management | >
\SNtir:htienglcci\z:"service organisatifms to ensure that internal decisions are transparent, fair
and performance oriented.

i aving internal
Successful reform of the Mongolian civil service alsq depen('is on general ?anr:ge:‘rcsehand \gN e
procedures and systems in place that will focus their organisations on perfor

minimum standards of transparency and integrity.

' . . . . . . . b’
Selection procedures adopted for civil service positions will reflect merit, right person'in the right jol
and equal opportunity principles.

i i ithi ork of
In the medium term selection processes will be increasingly undertaken Yvuthm th;e :r:(:‘f?;,; sigh
. ncy human resource plans —resource plans that establish the future requirements ot_ i
Z??\unrbers skills, competencies and cost. The planning will be basgd :fround thttz tﬁ;gsa::(e; l(;)evel c], 2
and strateéies expressed in the Strategic Business Plan. Organisation struc
strategies will be part of human resource planning.

Civil servants will be selected for specific positions on the b.?s‘is of merit, and wnthqul dlscrlmtlnrzguio?o(l)j:
hI Vlbse's of ethnic origin, gender, social background or position, wealfh, gccupat|on or post, mo’g.'S v
tcoenviastlion opinion, par'1y or public organization membership. Beglnr)lngf with sc;rr:z: ;l%sm e
; intments to civil service posts will be made on the_ basis of transp . . i
[S);;n;;gﬁr:rggz;l:s in some cases open to all qualified citizens and in other cases, to all qualifi
’

servants.

The following specific actions are included to achieve this:

e The GSC will develop a service-wide model for human resource m.anage.ment that dis::g:sl:::
clearly between procedural requirements (based on legislation — mcludlgg the‘:.l:.;.z nas i
_Civil Service Code of Conduct, and Parliamentary, Government and GSC reso!
practice guidelines that provide options for general managers. . ' o)

o eal procedures under article 39 of the LGS will be reviewed, mcludmg.conso era.n ion
s uir':ment that appellants must first apply for internal review wit!nn tl-xenr empﬂoymg argtect;%
2(lel;tec‘:apt in extreme circumstances) and (b) exten:ing tl)\e scope of this article to all suppo

; : AR 2.
servants (which would require legislative amendmen . ‘ o

*  Aqualification test on managerial skills will be developed and implemented for selection to mi
level supervisory administrative posts. oy g o . '

* Inthe n':edium term vacancies and appointments to all administrative positions will be notified
blicly. '

¢ xe GSYC's role shall be more focused on supervisory and management posmon.s, a,nd grea?ter

flexibility will be allowed for general managers in ‘intermediate’ and ‘best practice’ agencies.
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e Current legislative provisions and procedures for appoi ivi i b
r : / ppointment to all civil servic ts will b
reviewed (including the LGS and specific legislation for sector support staff). R

Stragegic f)biect.ive:. to pr_ovide indi_vidual civil servants with essential skills, especially
ser(;nce-wnde skills in policy analysis, risk management, use of information technology
and human resource management, as well as performance management.

servants, cgqsistent with the Mongolian Government’s wider reform agenda and the develo
needs of civil sewige organisations. In addition to development of leadership and perforr':\:‘e.
management capacities already mentioned, a comprehensive training needs assessment is required, )
review training needs for specific sector ministries and to address service-wide requirementg 3

:nltlhe m(tjenm, there are 4 other priority.service-wide training needs that should commence before the:
u n('ee s assessment is complgted. flrslly, line ministries require stronger policy analysis skills to
complement the strategic planning skills already mentioned. The management reforms in the PSMFL

depend fundamentally on the underlying policies of the Government, and a critical role of ministries is

to provide the Government with policy advice and analysis. While there are sector-specific policy

issues (and a number of sector projects alread i
: y underway), there is a core set of poli is ski g
will be developed across all ministries. Pioair

Secondly, Mongolia’s civil service strategy also includes the implementation of risk management
approaches. Because leadership involves ‘steering rather than rowing/, it is important to know v%hen to‘
correct the course — how closely to monitor and when to intervene. Centralised decision-making and
comprehepgve checking and oversight will be replaced by more strategic decision-makingand'
accountability, but this must be offset by appropriate risk assessment and management. Risk mana gme t
approaches are required at many levels within the civil service — for example in the relati%)nsh?j
between cer?tral and line agencies, the relationship between general managers and their line mana er.f
in auditing, in revenue collection, and in enforcement of laws and regulations. A broad understan%ing'

of risk assessment and risk management principles i iti
essme principles is therefore critical for many civil serva
above training in specific techniques. i T

Thirdly, human resource management skills in line ministries and agencies require strengthening,

within the frameyvork of the ‘ht.Jman. resource management model. Priority skills include development of
core competencies for administrative and support staff, and recruitment processes

Finally, there is a wide-spread need to improve skills in the use of information technology, not only

thlougll el“ploy”lel it 0' ' I Speclallsls but more Illlp()l tar ltly de\/e|0pllbe mon;
* ’
“lo‘ Sk|”5 |||"|e USeS()‘ ” a g

The following specific actions are included to achieve this:

* A comprehensive training needs analysis will be condu ivi i
; | cted for the civil service, coverin
service-wide core competencies and analysis of specific sectors. ¢ i
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«  Based on this analysis, a competency-based civil service training strategy will be developed,
including links with sector-specific training and capacity building strategies.

« In the long run, delivery of civil service training will be based on a purchaser/provider model,
with line agencies and (for priority central initiatives) the Government Service Council purchasing
training services from providers, and active encouragement of competition between providers.
In the longer term, agencies will be provided with training funds through the budget, based on
assessment by the GSC, the Cabinet Secretariat and MOFE of agency proposals and analysis of
available donor support. Delivery of training will also make use of distance training methods in
order to improve access by civil servants working in remote areas.

«  Inthe interim, service-wide short training programs will be developed and provided for relevant
civil servants in policy analysis, risk management, human resource management and use of IT.
These will be carefully targeted on specific management, administrative, special and support
staff categories and will be funded through a combination of donor support (especially in 2004)

and partial budget funding (from 2005).

4.4 Policy Analysis and Data

Strategic objective: to strengthen personnel management and control through the
development of a civil service database and monitoring capacity.

Any employment decisions often involve substantial liabilities given redundancy provisions, pension
and leave provisions and the political constraints on dismissing staff once employed.

Although some civil service data is currently available and was subject to a verification exercise by the
GSC in April 2003, it does not include all the required information and is not regularly updated.

The HRMIS will include a database of all civil servants including identification, education qualifications,
competencies, performance assessments, and complete data on remuneration, including allowances,
bonuses and non-cash benefits (such as cars and phones).

Establishment of a civil service Human Resource Management Information System (HRMIS) will allow
ongoing monitoring of civil service employment without the need for day-to-day intervention by
central agencies. In this sense it will increase the transparency of personnel decisions in terms of

external scrutiny of agency decisions.

The design of the HRMIS will focus on: (a) monitoring needs of central agencies, to ensure that relevant
data fields are included: (b) management information needs of general managers, with respect to their
own personnel (including human resource planning); (c) procedures and incentives for maintaining the
database and keeping it up-to-date (including responsibility for data entry, amount of data collected,
automatic transfer of personal data when individuals move positions and possible links with payroll
management); (d) right of civil servants to access their own personal records and request correction of
errors; (e) protection of privacy of personnel data (including access procedures to particular levels of

information).
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The following specific actions are included to achieve this:

* A comprehensive HRMIS will be desi

issues listed above, especially database maintenance and

appropriate software and hardware, based on an agreed implementation strategy.

A full civil service census will be conducted in 2004 to provide the baseline data for the HRMI ::

Development and implementation of specific training

staff involved in maintaining or using the HRMIS. M AN S

gned, developed and im_plemented, taking into account the
privacy. This will include purchase o A

S TR i
trategic objective: to develop the analytical capacities of central agencies

Current analytical capacities of the GS
C and MOF i
the HRMIS must therefore be com ot

lherzl will be required to: (a) an
performance and fiscal issues; and (c) develop appropriate policies for the civil service reform
The following specific action is included to achieve this objective:

Se : x
cretariat and MOFE to enhance their analytical skills, to be implemented on a coordinated

basis to help build a comple i i i
o prosi e sing plementary working relationship between these key decision-makers in

5. FISCAL AND EMPLOYMENT STRATEGIES

5.1 Optimum Size of the Civil Service

Strategic objective: to progressively right-si ivi i

. 5 ze the civil iewi
functions and services the government wants the civil ::nr/‘:‘cc:tl;y revl_t::mg o
appropriate delivery mechanisms. ool o

During 2002 an
i rge reducind tzr?eog l::::bGovferpment responded to fiscal circumstances through a series of decisions
g er of civil servants. These decisions included the Parliamentary Resolution

56 of 2002 and Government Resoluti
ution 34 of 2003, both i ivatisati
Government Resolution 119 of 2002 on public administr;?o;oaa' g gl e s

Although the prescribed staffing reductions averaged 10%

' the i i
to take into account the capacity of specific ministries and e

other agencies to achieve staff savings.
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It should be emphasised that these staffing reductions were made as a short term measure, to reverse the
previous fiscal trend. In the medium-long term, however, across-the-board input controls are not
regarded as an effective strategy for containing or reducing costs, especially given the Government’s
priorities of improving the delivery of key public services and introducing outputs-based approach to
management and budgeting. As a recent World Bank report on public expenditure emphasized, rapid
downsizing would endanger long-run poverty reducing objectives. This is especially the case with
across-the-board strategies such as staff ceilings and voluntary redundancy offers that do not target
reductions on low priority activities and encourage more competent and adaptable employees to
leave.

The total civil service comprises about 5% of the total population of Mongolia —not out of line with other
\ransition countries. Nevertheless, the Government noted in its 2004 budget that public sector employment
(17% from total employment, including state-owned enterprises) is still too high, indicating that the
participation of the government sector in the economy through the state budget is still high and public
sector’s size and structure are not yet fully appropriate.

The appropriate size of the civil service depends firstly on what it is asked to do, taking into account
Mongolia’s transition to a market economy. The status of many agencies needs to be reviewed to ensure
an appropriate relationship between public and private sectors, and encouragement of competition.

Decisions will also be taken on which of these functions/services will be provided directly by agencies
employing civil servants, and which should be contracted out to the private or non-government sectors,
or provided by those sectors based on a subsidy from government. Obviously the size of the civil service
does not need to be as large if its role is restricted to policy advice and contract management or grant
administration, than if civil servants deliver services directly.

Choices between in-house delivery and delivery by contractors will not be driven by the impact on the
numbers of civil servants, but on the most effective and efficient mechanism of delivering essential
services.

Given limited budgets, it is also important that low priority activities of the civil service, especially those
no longer required in today’s market economy, be identified and eliminated or reduced. This will be a
major aspect of the strategic functional reviews, which will involve central agencies as well as line
ministries and provide strategic advice to the Cabinet on functions no longer justified.

In the longer term, once these strategic questions are settled, general managers will have the central
role in determining the size of their organisations within overall budgets for outputs.

The Mongolian civil service delivers a wide range of public goods and services to people distributed
over a large scarcely populated area often living a nomadic life style in harsh conditions. This presents
unique challenges, needs and solutions. This is one of the reasons the Government is progressively
implementing an outputs-based budgeting model, under which agencies will request funding in terms
of outputs or goods and services produced rather than requesting funding for inputs such as salary
allocations, or allocations based on a fixed number of employees.

Ministry of Finance of
Mongolia

Cabinet Secretariat
Government of Mongolia

17

Government Service
Council of Mongolia




Mongolia Medium -Term Civil Service Reform Strategy, It’s Implementation Action plan

Central agencies or agency managers will use appropriate mechanisms to reduce civil service numbers,
These range from across-the-board action such as staff ceilings and voluntary redundancies to .
targeted strategies, such as functional reviews to restructure or re-engineer processes, and privatizatiol
strategies that move whole activities outside the public sector. There is a risk that some across-the- _
strategies will reduce the quality of delivery of essential public services, especially access by
disadvantaged groups. A combination of tools is needed to achieve sustainable reductions in ci
service numbers in a way that actually improves the delivery of priority public services.

To achieve economies of scale, especially in remote areas, the Government will consider the opportunity
to restructure the delivery of services, for example by combining service delivery points and utilising
alternative service delivery techniques such as “one stop shops”. It may also involve combining loca

government administrative units and responsibilities as part of decentralization of government services.

The following specific actions are included to achieve this strategic objective:

* Strategic functional reviews will be established in specific sectors to review functions and structu s
and advise the Government on: (a) functions that are no longer required: (b) functions that
require substantial re-engineering or alternative delivery mechanisms given the government’s
strategic priorities and the demands of a modern market economy; () structural implications of
strategic decisions; and (d) identification of innovative delivery mechanisms that may cut across
traditional institutional boundaries, especially in remote areas.

* Training will be provided to build the capacity of central and line agencies to effectively manage
their staffing resources, including implementing decisions on appropriate staffing levels and
mechanisms to reduce their staffing levels when necessary.

¢ Implementation of the functional reviews will be monitored through budget reporting and HRMIS,
as well as regular reports to Cabinet.

All of these will be undertaken within the strategic and business planning process being established
under the PSMFL.

5.2 Remuneration and Benefits

Strategic objective: to ensure that the civil service wage bill is fiscally sustainable, and
does notundemine the Government's capacity to deliver effective public services,
especially those designed to reduce poverty.

The Government recognises that a key to successful medium-term civil service reform is the twin
challenge of retaining and attracting quality civil servants to help deliver effective and efficient public
services, while shedding unproductive employees and maintaining fiscal discipline. Effective delivery
of public services over the medium-long term will require the civil service to be competitive in

attracting bright, young graduates, with remuneration (and promotion) systems that reward performance
and talent, rather than seniority.
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Civil service wage increases are beginning to crowd out p.ub.l i'c investment, straining the golve;r(m)r(r)\;r:}t‘ :
limited borrowing capacity and its capacity to address priorities such as reducing poveny.kn s
wage bill accounted for 8.6% of GDP. The Government’s Medium Term Budget Fra\mewc:)r.I i pThis w”);
the Parliament in June 2003, sets out the medium term targets for the: government wagﬁ |G . ik
limit the wage bill to 8.5% of GDP in 2004, 8.4% in 2005, and 8.3% in 2006. In 2003 ; 5e2°/ovt;: 2
will ensure that wages will comprise no more than 1 _9.5% of t}!e total budget funds and 25.2% of c
funds. These figures are less than the 2004 targets included in the MTBF.

With the assistance of the World Bank, a Wages Expenditure Analysis Model has peen develoEe:ﬁh:
enable the Government to assess the full budgetary cost of future proposed salary increases, Iw e :
across-the-board or targeted on specific agencies or classifications. The mo@;ﬂ all;:ws simu ?‘:IOI;( :y

i i i MTBF based on possible changes in the
aggregate wage bill expenditure over the life of the MTBI nges :
v§§ial;gles - civ%l service r?:mbers, base salary rates, classifications, allowances an_d termination benefits.
The model also takes into account the impact of salary increases on future pension liabilities.

In addition to the actions mentioned in 5.1, the following spec.ific actions will be taken to ensure that the
wage bill will be reduced as a percentage of GDP in line with the MTBF targets:

*  Real salary increases for civil servants in 2004 will depend on the real infrease in GDP actu.ally
achieved and on implementation of this civil service reform strategy, especially staffing reductions
from the strategic functional reviews. , '

*  Future service-wide salary increases will be fully costed using the Wages Expenditure Analysis
Model.

i jecti i i ivil servants, by making
trategic objective: to modemise the remuneration system for civi nts,
:jt:ng reosp::nsive to labour market conditions, more devolved in line with the PSMFL,
more transparent and more performance-based.

There is anecdotal evidence that wage compression and the gap between publ!c and private sector
employment is starting to affect the retention of key staff and probably also recruitment.

Sustainable public services require particular skills, some of which are in short supply in Mo‘ngzl\:;i
Unless adequate remuneration is provided to civil servants, sooner or later government agencies
find it difficult to recruit, retain and motivate the staff needed to deliver services.

The need for further targeted salary increases for administrative, support or specnahs‘l( sttaffn\:‘/iltlilotr)]i
examined by the government. This review will focus on the current anc_i prospective mar :e cr(T)l e
for critical skills, and given the fiscal situation and the budgetary priority being given to imp g
delivery of essential services, will:
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* take into account the current legislative framework for salary determination

focus on potential skill shortages and areas where the skills are available outside the civil
service or highly skilled civil servants are being tempted with more attractive prospects elsewhere

analyse actual recruitment and separation patterns in the priority areas (including the remuneration
received in subsequent jobs)

examine competition from state-owned enterprises and donor-funded projects as well as the
private sector

take a short to medium term view

take into account non-salary benefits available to civil servants (especially pensions which for
long term employees may partly compensate for wage compression)

where appropriate, recommend raising maximum salary levels (rather than minima) to provide

general managers with greater flexibility to increase pay where necessary without locking
them into unnecessary salary costs

where appropriate, identify alternative strategies to address current and potential skill shortages,

including retraining and up-skilling (i.e. not assume that all skill shortages are best addressed by
increasing recruitment through higher remuneration).

The review will examine (but not be limited to) the following skill areas: financial management and

auditing; financial market regulation; taxation; senior management; and technical skills in national
priority areas.

In the slightly longer term, with the implementation of the PSMFL, there is a need to develop the
capacity of line agencies to determine staff remuneration in an effective and transparent manner. As a
transitional step key general managers (or their senior human resource managers) will therefore be
invited to participate in a process of developing plans on how their agencies would spend additional
salary allocations (say an extra 3-5%) on salary increases. This process will help develop line agency

skills in remuneration management in an outputs-based context, including modelling of medium term
budgetary implications.

More fundamental reform of the remuneration is required, however. Part of the pressure for salary
increases and the perception that civil service salaries are well below private sector equivalents is the
failure to take full account of non-salary benefits. In Mongolia, as in many other countries, non-salary
benefits comprise a substantial proportion of civil service overall remuneration.

For example, for administrative positions there are supplementary payments for seniority (eg 15% of
base salary for 16-20 years service), academic qualifications and positions (eg 15-20% for a doctorate)
and grade (up to 35%). Pensions and in-kind benefits are provided, such as up to 80% of health
insurance premiums, other insurance, housing and children’s education. Some senior officials also
receive transportation, newspapers and telephone benefits.
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In addition, the LGS and the PSMFL authorize payment of bongses apd other types of performar:cle
rewards. In, some cases allowances and other non-salary benefits entitled under the LGS amount to

more than 100% of a civil servant’s base salary.

In the longer run, current allowances will be integrated into a single sal?ry p;)agms?sl rl:c ;ri\gga;;
flexibility for managers. In the meantime, the allowances and other non-sa arsy rt:e Ih i
individual civil servants will be made more transparent (eg through. the HRMI ), W |}(‘: s
enable more meaningful comparisons with private sector ferpuneratlon and mc;c_alz'a(set e civ

capacity to recruit in the market, but more importantly will improve accountability.

Finally, a new policy on performance bonuses will increase transparency and strengthen the I":ik v:l-:::-
perforr;\ance management and strategic planning. Transparency in the payment of bon_uses an ;; el
rewards is necessary to achieve the goal of encouraging performance and to ensure integrity

overall remuneration system.

The new policy will initially emphasise payment of annual performance bonuses and _wiII prg;:];
guidance to general managers in implementing Article 49_of th(? P?MFL, be based on interna
experience with incentive schemes, and include the following principles:

o alignment with strategic objectivesd . 5
; AT %

basing bonuses on performance indicators that are measu ‘ ‘
choosging performance indicators that are appropriate, and will not lead to unintended
et et he beginning of the assessment period
negotiate incentives before the beginning of the a ent ) _
takge motivation factors and culture into account in spegfymg the type of incentives
establishing staff support by ensuring simplicity, cred‘lblhty.and transparency S
allowing general managers to design their agency’s incentive scheme consistent with thes

rinciples : ' ‘ o s
o ::))rovising guidance to general managers in the design and implantation of their incentive

schemes.

0.9 @ ®

The following specific actions are thus included to achieve this objective:

i pO i du i g i p .d.“g w‘th ’e'evant informaﬁon
. A Re“lu"el at'OII U"“ res IISIble iOI con ctin stlldles, ! rovidi L ] 4 b
a"d if ||ecessal |Y developillg ploposals on remuner aﬁOII 1ssues WI“ be estab'lslled WIﬂllll ﬂ‘e
4 4

GSC.

«  Inthe short run the GSC will conduct a review of current salary classifications and remuneration
for critical skill areas, including those identified above

i ively i ted into base salaries
d other non-salary benefits will be progressively incorpora o bas ies
i :\Irlgrwt::clf:l;:r term. In the meantime, all allowances and benefits received by individual civil

servants will be included in the HRMIS.

«  Anew policy on performance bonuses for all civil servants will be developed.
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The actions outlined above will go some way to addressing salary pressures, and together represent a
performance-oriented approach. Targeting salary increases on current or potential skill shortages,
strengthening performance incentives and rationalisation of non-salary incentives will strengthen the
civil services capacity to deliver effective services without adding to fiscal pressure.

If the strategic functional reviews and other strategies are sufficiently successful in shedding redundant
functions and staff, and bringing the growth rate of salaries under the rate of growth in GDP, there could
possibly be scope for real increases in overall civil service salaries.

6. IMPLEMENTATION RESPONSIBILITY.
6.1 Role of the Government Service Council

The GSC shall perform the following functions under the LGS and the PSMFL: (a) controlling the
implementation of human resource policy in state and local budgetary bodies; (b) nominating candidates
for specified senior managerial positions; (c) ensuring the observance of a code of conduct to ensure
ethical behaviour of civil servants; (d) establishing an integrated database of government employees;
(e) overseeing the appraisal of performance and qualifications of civil servants and applicants for
government administrative posts through a qualification test; (f) organizing training programs for civil
servants and research into civil service issues; (g) proposing changes to the structure of government
organisations, classification levels, grades, salary scales and remuneration rates; (h) analysing the
performance of the civil service and developing proposals on its improvement; (i) considering appeals
against certain personnel decisions.

While many of the GSC’s decision-making and enforcement functions will continue, it will have a
greatly expanded role in change management and capacity building. This will include the establishment
of civil service policies and guidelines, providing advisory services to general managers on human
resource management and other public sector management issues, and coordinating civil service
training. Having this role performed by the GSC, which reports directly to Parliament and is independent
of the Executive, will reinforce the political neutrality of the civil service.

This greatly expanded role for the GSC reflects: (a) the need to support the increased role of general
managers under the PSMFL; (b) the current absence of a central pool of expertise and knowledge in
civil service reform; (c) current duplication and inefficient use of international consultancy advice; (d)
missed opportunities to share the results of technical assistance and consulting studies; (e) the need to
find office accommodation and support services for cross-agency technical assistance projects; and (f)
limited availability of training services outside the Academy of Management.

The Government Service Council has an important role as the ch ampion of change to
support the public sector management reforms and application of good govemance
principles. The GSC will become a know ledge centre for public sector reform and good
govemance.
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To support civil service reform and good governance, the Council will undertake the following services
in addition to its current functions of developing policy and guidelines —

i ializing in public sector management reform and
ing a pool of local consultants specializing in public s . :
sl ement that would be available to all public sector bodies. This would be

all aspects of manag : . : :
supplpemented by international consultants provided through funding agencies on the basis

that they contribute technical knowledge to the pool as well as the client.

i r
2. Maintain a central reference library of all reports and documents rela_ted !?h;l)it:‘l:;ctosztcgzr
; management reform and governance studies, supported by an Internet site wi
related sites, both local and international.

international consultants — a consultant management service

idi ¢ . : for . ltet
e ncluding office accommodation (if required), facilities and

available to any consultancy i
office support.

4. Coordinating civil service management training, incluc!ing training need's a:\rzlir‘?:‘s,
' recommending training programs, developing competencies, and encouraging g
providers to enter the market of civil service training.

5. Providing advice to government on civil service reform and governance issues.

ovemme i il wi in civil senvice
t Service Council will also have the central role in civi S
‘I:.l:lﬁl emri“m :oic‘;/, i:clndil; on rehfivities and chssifications. A separate unit within

the GSC will be established to support this role.

Current functions of the GSC and the Ministry of Social Wlelfsre ar‘\d_ ILaboité:3 (::InS;/I\:)&;:T)‘ G;/;/‘i‘lI_rlzﬁesc;;)lslzi
ided i islati licies are applied to civil serv T :

Except where provided in legislation, these po . e ; e
i i t research, for example on emerging

and the MSW&L will cooperate in undertaking labour market res ki ek S et

i id unnecessary duplication and provide the g it
shortages or remuneration trends, to avoid unnecessa Y P i
i i itisi the government’s role as employ
the best quality advice. But it is important to dlstlngw? :
se?visz gnd ittz broader policy and regulatory role with respect to the wider labour market.

With devolution of day-to-day controls on staffing inputs under the PSMFL, there isa greate; ::l; f:er‘ti:z
GSC in strategically monitoring compliance systems, to ensure 'that ggne;al r:jnaif;ir;nduct ik
governance requirements and individual civil servants are complying with the code ol A

strategies will:

e ensure that all civil servants observe newly revised code of conduct; ; s

*  require all general managers to take primary responsibility for compliance by his or her sta
and to have an enforcement plan for the agency; ; L

® target direct GSC monitoring on checking ‘implementatlon of agency complian
enforcement plans and directly monitor high risk areas.
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6.2 Role of the Cabinet Secretariat

With the establishment of the GSC as an independent agency in 2003, the Cabinet Secretariat’
involvement in detailed human resources issues has reduced, although it retains a coordinating rol
especially with respect to issues being submitted to Cabinet and the implementation of Governmen
decisions, as in other areas.

The Secretariat’s general role is to support the leadership functions of the Prime Minister and the
Cabinet. In implementing its primary functions of policy management and strategic planning, it supports
the line ministries by making recommendations on issues of national development, strategic planning,
macro economic analysis, and financial, human resource and executive management. It has a particular
responsibility for coordinating public administration reform.

Given its day-to-day role in supporting the Government's strategic decision-making and the Cabinet
process, the Secretariat will be closely involved in overseeing the strategic planning process in line
ministries, to make sure that civil service planning processes are consistent with the Government’s
agendas and with Government resolutions. Under the civil service reform strategy, the Secretariat will
therefore take particular responsibility for coordinating the strategic functional reviews — not to conduct
the reviews, but to work with the GSC, MoFE and specific line ministries to identify priority sectors/
functions to be reviewed, to submit the review program for Cabinet consideration, to develop terms of
reference, to monitor progress and to submit results for Cabinet decision.

6.3 Role of MoFE

The role of MoFE is to undertake the central economic, fiscal and financial management functions for
the government. The key focus of MoFE is to develop policies for the effective financial management
of the public sector. By clearly distinguishing between the broad economic responsibility to guide the

economy and the financial management of the public sector, MoFE has achieved substantial improvement

in the overall financial condition of Mongolia. A key measure over the last two years has been to obtain

tighter control over cash expenditure in the general government sector of the economy. This has been

achieved through the cooperation of the Treasury Department of MoFE and the assistance from the

International Monetary Fund (IMF). Using Government Financial Statistics (GFS) formats, the first

Government financial statements on an accrual basis for the year ended 31 December 2002 have been

produced providing evidence of the improved control through financial reporting.

MoFE is applying the provisions of the PSMFL by adopting output budgeting, introducing accrual
accounting, and pushing forward with the associated reforms. This will enable all public bodies to
continue the development of their accounting systems to produce accurate and relevant output costings
for budget development purposes and to assist in the management of their agencies. The objective of the
accounting improvements is to produce a consolidated financial statement for the GOM under IPSAS
requirements as soon as possible.

The next phase of development for MoFE will be to provide comprehensive policy statements on the
economic and financial issues facing the government. These policies will assist the government in
reducing the structural Budget deficit, eliminate the dependency on foreign aid and enable them to
allocate scarce resources to the most needy areas for improving infrastructure, developing a professional
public service and delivering better services to the community.

Cabinet Secrefariat
Government of Mongolia
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6.4 Coordination and Capacity Building

i i levant ministries, are
The GSC, the Cabinet Secretariat and MoFE, sup;.)orted by other relev
responsil;le for overall oversight of the Civil Service, and these agencies need to be

effectively linked and require further capacity building.

The GSC, the Cabinet Secretariat and MoFE with respect to civil service reform:

e The GSC shall coordinate service-wide training and capacity building for civil servants, and shall

perform a change management role.

e The Cabinet Secretariat has overriding responsibility for coordinating pubhc‘sector rgfgrtrr?, sasa:r;
many priority areas of government policy where a number of gentral agencies or.mmrl‘s.) rllelevel
involved. This is in addition to its more particular responsnl?lhty for commissioning ‘Igl i
functional reviews. The Cabinet Secretariat, in consultation with the GSC, will Sl'lbmlt., ]oulr)t yt wi ;
MoFE and MSW&L, to the Cabinet all proposals that could have employment or fiscal implications.

i i i i icy i d manage the overall budget
MoFE will continue to advise the government on fiscal policy issues an : :
i process, consistent with the PSMFL. It will be critical for MoFE and the GSC to coordinate their

activities.

A key interface between these agencies will be the development and approval of the capacity building
strategy.

The GSC will be responsible for undertaking a training needs apalysisf in consultatlonl with xofj an(:if
relevant line ministries, including MSW&L, Ministry of Education, Science & Techng ogY, '(m rzv o
Health, and other agencies, with the support of international consultants. The draft tramlr'\g, str‘ta. egy gy
then be costed in consultation with MoFE and submitted to the Government for its cot;sn Gera |or'1".“a Lo
Cabinet Secretariat would be responsible for ensuring that the strategy is consistent with the o_wternt i
broader reform agenda and for the consideration of the strategy by Cabinet at the appropriate ;

A second important interface is the modelling salary refqrm pr(_)posals. A remuneratldo'n' unit wu||ig§
established under the GSC to analyse remuneration issues, i .ncludmg Iabo_ur marketlcfon m'or:s,‘ sp:cthe
skill shortages and classifications. GSC will also be responsible at the n_atlonal level 7:‘ :)ndallndalcu ; g .
HRMIS, which will provide the basis for updating the Wages E{(pendltsn"e Analysis Mode e:v;uzeof
and used in MoFE. Cooperation between the GSC and MoFE will be critical to the continu

this analytic tool.
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/:‘ third e?(ample is the commissioning of strategic functional reviews. Especially at the sector level,
these reviews sho_uld be commissioned at the highest level of Government, to ensure that they reflect
the strategic priorities of the Government.

These and other requirements will stretch the current resources in the GSC, the Cabinet Secretariat and

?gzl;E !)eyond reasonable limits. Thus there is a need to strengthen human and budget resources of these
cies.

Skills i{\ %he Cabinet Secre;tariat, GSC, MoFE, MSW&L, Ministry of Education, Science & Technology,
and Ministry of Heglth will be upgraded over the next 3 years with support from donors such as the
World Bank and Asian Development Bank, consistent with this civil service reform strategy.

TL\:deSC and MoFE are qlregdy moving towards an effective partnership. Fiscal realities dictate the
n ;r effective c90rdmat|on between the GSC and MoFE, so that human resource policy and
e‘);pen iture fgrn?ulatron anq execution can be more realistic and sustainable. At the same time, building
ge etv(:uate Ll;‘smutlonal capacity in the GSC and MoFE is critical for effective cooperation and coordination
een these two entities critical for human resource policy and expendi i
oy policy penditure formulation and

The Gf)vernfngnt also l?elieves there should be improved coordination of donor support for civil service
Efgjct:lt); :uﬂq'ng. evzzufle MoFE manages the financial aspects of donor programs, including loans and
Its, there Is a need for stronger coordination of technical assistance provided to the civi i

: fo civil service t
strengthen public administration. & o

Multl;_)le.project implementation units (often in one agency) add to coordination difficulties, and
esfablhlshmg. or maintaining separate PIUs may be inhibiting the development of project manage'ment
§kllls in mainstream civil service organisations. Many PIUs have external staff, who are not integrated
into thfa day-.t(.)-day work of the implementing ministry or agency, and are often not involved in the
strategic decision-making of the ministry/agency. Salary levels paid to local staff involved in projects
may also be distorting the market for scarce skills. :

In ::‘onjunction with major dqnors, the Government will therefore review project support arrangements,
an ta;k the GSC to coo_rdmate (.ionor support for civil service capacity building, in line with its
expanded outlined in section 6.1, in particular its role of coordinating civil service training.

Government Service
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7. IMPLEMENTATION ACTIONS

7.1 Action Plan

The Government will approve and implement Action plan, which specifies strategic objectives, specific
actions, and performance indicators for each strategic objective, including both process or output

indicators and indicators of longer term outcomes.
7.2 Timing Priorities

Sequencing of the steps in this strategy will be critical to its success. Some actions require immediate
implementation, under current procedures; others require prior steps to be taken, especially development
of procedures and provision of training, before they can be successfully implemented. In a number of
cases, the timing of actions must be consistent with the Government’s budget cycle to ensure resources
are provided for implementation.

The sequencing under this strategy is based on the following timing priorities:

1. Fiscal discipline, to ensure the aggregate wage bill is managed effectively. The
Government has decided to gradually decrease the wage bill as a proportion of GDP.
Urgent action is required to build the capacity of central agencies to monitor civil service
employment trends and advise the Government, including development of the HRMIS
and associated analytical skills. The Wages Expenditure Analysis Model will be used to
assess the costs of salary proposals.

2. Reviewing the role of the State, to shed functions that are low priority or inconsistent
with a market economy, and to develop alternative service delivery mechanisms where
justified on efficiency or effective grounds. This fundamental step will take some time,

but must be undertaken before the PSMFL is fully implemented. There is no point
in agencies undertaking detailed strategic planning or developing performance
management skills if their functions are not priorities, given Mongolia’s modern

economic system and fiscal circumstances, or if their agencies will be abolished or
substantial restructured. These reviews must also be undertaken urgently because they
will provide budget savings to address salary and staffing needs in priority areas.

3. Matching the devolution of central input controls to the development of performance
management and internal resource management capacities of agencies. The current
pace in developing effective performance indicators, performance agreements and resource
management skills varies considerably between agencies. Rewarding agencies that rapidly
and effectively meet these requirements (with recognition and greater management
flexibility) is important to maintain incentives for reform and take advantage of early
successes.

Cabinet Secretariat Ministry of Finance of

Government Service
Government of Mongolia Mongolia
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On the other hand, devolution should be slower for agencies that have not yet established
a capacity for effective performance management. A Step-By-Step approach will therefore
be established for implementation of the PSMFL, with ‘intermediate’ and ‘best practice’
agencies qualifying for greater flexibility in their management decision-making, within
the framework of their performance agreements. !

Ensuring that, as soon as possible, all budget units have general managers who understand ‘:
the civil service and financial management reforms and have the skills to implementi":
them. A high priority will be implementation of new procedures for selection of general
managers, and development and implementation of the Civil Service Leadership Program:
for general managers. ‘

Developing and conducting training programs in critical skills for staff that support
general managers, especially policy analysis, risk analysis, human resource management
and use of IT. While these urgent training needs of middle managers and analysts are being

addressed, the GSC will conduct a comprehensive training needs assessment across all -

agencies.

Devel?ping urgent skills necessary for recruitment and retention of senior civil servants.
Reducing wage compression and linking pay more closely with performance will be
another area of focus. Increases will be targeted on those with adequate performance
assessments and/or who have been selected on an open, competitive basis.

Making civil service remuneration more transparent and more effectively linked to
performance. These will be the first steps in a more comprehensive reform of remuneration
carried out by the new Remuneration Unit in the GSC. A second stage will involve
increasing the allowable salary ranges for each classification, freezing the monetary
value of most allowances (except performance allowances) and cashing them out for new

aﬁpoire'n‘tjments (including promotees), and increasing the maximum performance bonus
allowed.

Government Service
Council of Mongolia
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8. OUTCOME PERFORMANCE INDICATORS

By implementing the strategies in this document, the following outcomes will be achieved:

Fiscal discipline will be maintained through improved monitoring of civil service employment
and building up the resource management skills of line agencies. This will be indicated
through minimal agency budget overruns and consistency between annual budgets and the
wages policy established in the MTBF, with deviations having to be justified in terms of
circumstances at the time.

The work of the civil service will be more focused as a result of strategic functional reviews
of whole sectors and particular functions. The aim is not to reduce the size of the civil service
per se, but to concentrate on the appropriate role of the State in a market economy and to use
the most efficient delivery mechanism. Nevertheless, the resulting reductions in civil service
employment and net budgetary savings will be important measures of the outcome.

Improved management practices being applied throughout the civil service —in particular
effective strategic planning, performance assessment and policy analysis — will lead to greater
efficiency and effectiveness in service delivery by civil service organisations. In turn, this will
lead to greater flexibility of resource allocations and enable the government to devote scarce
resources to key priorities including poverty reduction. This will be reflected in the number
of agencies reaching ‘best practice’ status under the Step by Step process of implementing the
reforms.

Better human resource management techniques, including more transparent, performance-
related remuneration procedures, will improve employment practices in the civil service
thereby minimizing the loss of key trained staff and protecting the government’s investment
in skilled people. Salary compression for non-political civil servants will be reduced over the
next 3 years, in line with the level of responsibility and workload.

More focused training of civil service managers will raise the competencies and skill levels
of public employees, improve the professionalism of the civil service and enable civil service
organisations achieve high performance levels.

Concentrating on governance and risk management principles in civil service management
will reduce the risks of loss of resources from poor decision-making and/or poor internal
controls.

The Council’s role will shift from a largely regulatory one to a more policy-driven service-
oriented role, assisting the civil service to improve management techniques and implement
the LGS and the PSMFL requirements. This will assist the government to achieve its vision of
a professional, flexible and customer-oriented civil service. A key outcome indicator will be
feedback from general managers of line agencies.
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RESOLUTION OF THE GOVERNMET OF MONGOLIA

July 25, 2007 Number 186 Ulaanbaatar City

On approval of the Action Plan

In order to implement Resolution # 24 from 2004 of State Great Hural
the Government of Mongolia DECREES:

1 To approve the Action plan for the implementation of the
Medium Term Civil Service Reform Strategy of Mongolia as it attached hereto.

2 To entrust the Cabinet members to organize the fulfillment of
the Action plan for the implementation of the Medium Term Civil Service
Reform Strategy of Mongolia and Mr. J. Norovsambuu, Chairman of the
Government Service Council is advised in due course.

3. To entrust Mr. S. Batbold, the Minister of Mongolia and Chief
of the Cabinet Secretariat to analyze the results of the fulfillment of Action plan
for the implementation of the Medium Term Civil Service Reform Strategy of
Mongolia and to report to the Cabinet Ministers on the annual basis.

Prime Minister of Mongolia M. Enkhbold
Minister of Mongolia and Chief of
Cabinet Secretariat S. Batbold
Government Service Cabinet Secretariat Ministry of Finance of S BrUi : ] ini i
C i : ; : ’ Government Service Cabinet Secretariat Ministry of Finance of
chacTes Monsclis Govesnment of Mongotia Mongolia Council of Mongolia Government of Mongolia - Mongolia
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