Mongolia policy brief: I nternational labour standards and

trade

1. Introduction

Since its foundation in 1919, the ILO has maintdia&d
developed a system of minimum social standardsykres
international labour standards (ILS), to enable worand
men to gain decent and productive work under canwditof
freedom, fairness, security and dignity. ILS pnoadly
ensure economic growth and development remain éatus
on improving human lives.

Today’s globalised world, in which increasing irtetion
between different countries has led to growingrimaéonal
integration, including in trade, has created opputies for
many people. However, it has also displaced workears
caused financial instability, such as that whicth e the
2008 global economic crisis. ILS are vital to emstine
growth of the global economy benefits all. Theyvide a
level playing field that discourages governmentgd an

2. International labour standards

ILS are legal instruments prepared by the Inteomaii
Labour Organization’s (ILO) tripartite constitugntamely
governments, workers’ representatives and emplbyers
representatives. The legal instruments that make$ipake

the form of Conventions, Recommendations and Potgoc
Conventions can be ratified by member States aed ar
legally binding, Recommendations provide more dtkdai
guidance and are non-binding, and Protocols ameadad
new provisions to older Conventions. A Recommemdati
is often adopted at the same time as a Conventioth®
same subject, providing guidance on its applicatoit can

be adopted as a standalone instrument.

These instruments are prepared by the ILO’s tiigart
constituents, and then adopted at the annual ktieral
Labour Conference (ILC). Following their adoption,

employers from neglecting human rights and lowering member States are required to submit them to paelid to

labour standards, which is detrimental to all ie tbng-
term.

Indeed, the implementation of ILS often attractseign

consider their ratification. Once a Convention Heen
ratified, it will generally come into force a ydater.

Ratification obliges member States to bring theitional

trade and investment. Recent decades have seen daws in line with the Convention, ensure its apmtiion in

increasing use of free trade agreements (FTAs)inchtde
conditions relating to labour rights, either in tgreements
themselves or parallel agreements. Growing intemest
corporate social responsibility (CSR) and ethicatl¢ in
global supply chains (GSCs) has led to the inc@fam of
human rights provisions (including those relatindabour
rights) into many bilateral agreements, particylaHose

practice and regularly report on such matters éItO’s
Committee of Experts on the Application of Conven$
and Recommendations (CEACR). It is the CEACR’s tole
provide technical comments on the extent to whichHave
been applied. As regards a government’s failurensure
compliance with ratified Conventions, workers’
representatives and employers’ representatives melie

signed by the EU, United States and Canada, andepresentations to the ILO Governing Body, and rothe

companies’ codes of conduct. Compliance with IL® ca
therefore open channels for access to new intemlti
markets and collaboration with new trading partn&tss
can result in increased potential to export doroggbiods
and services on a larger scale. Furthermore, thqion
of ILS is often connected with more satisfied waosgkéower
turnover of staff and increased productivity, adlws a
better-trained workforce and higher levels of ergpient,
which can attract foreign direct investment (FOBjudies
have shown that investors place priority on welirted
workers and political and social stability in chimgswhich
economies to invest in as compared to, for exanipie,
labour costs.

As an upper-middle income country currently expesieg

a significant economic slow-down, Mongolia therefor
stands to improve its chances of attracting moreigo
trade and investment by increasing its effortsrisuee the
application of ILS. Such efforts correspond witts&inable
Development Goal 8 to promote inclusive and suatd
economic growth, employment and decent work for all

member States that have ratified the same Conventio
delegates to the ILC, or the ILO Governing Bodglitsnay
make similar complaints.

In total, there are 189 Conventions and 204

Recommendations as of May 2016. 8 of the Conventioa

categorised by the ILO Governing Body as “fundaraknt

Conventions”, and relate to the four fundamentaqiples

and rights at work: freedom of association andectilve

bargaining, the elimination of forced labour, the#ion of

child labour and the elimination of employment

discrimination. The 8 fundamental Conventions, @il

which have been ratified by Mongolia, are as fodow

* Freedom of Association and Protection of the Right
to Organise Convention, 1948 (No. 87)

 Right to Organise and Collective Bargaining
Convention, 1949 (No. 98)

» Forced Labour Convention, 1930 (No. 29)

* Abolition of Forced Labour Convention, 1957 (No.
105)

*  Minimum Age Convention, 1973 (No. 138)

Under the framework of the project “CAMELS — SustajnBSP-Plus status by strengthened national
capacities to improve ILS compliance and reportifdongolia” (MNG/15/50/EUR)



*  Worst Forms of Child Labour Convention, 1999 (No.
182)

* Equal Remuneration Convention, 1951 (No. 100and

* Discrimination (Employment and Occupation)
Convention, 1958 (No. 111)

There are also 4 “governance Conventions” relatmg

labour market governance. Mongolia has ratified them,

but is yet to ratify those 2 relating to labourgdastion. They

are as follows:

« Labour Inspection Convention, 1947 (No. 81)

*  Employment Policy Convention, 1964 (No. 122)

e Labour Inspection (Agriculture) Convention, 1969
(No. 129) and

» Tripartite Consultation (International
Standards) Convention, 1976 (No. 144)

Labour

3. Free trade agreements

FTAs are international agreements intended to apdrade
between public and private entities by reducingearoving
trade barriers. Such barriers include trade &aiffd quotas.
They are also used to create a minimum social fatiowl
for developing trade. FTAs often provide for thduetion
or removal of barriers based on, for example, agti to
ILS.

Trade liberalisation (opening up economies to iased
foreign trade and investment) can create sust@oedomic
growth; reduce the risk of countries going to weagd to
better labour standards, increased employment, regss
poverty and increased stability; and benefit altipa, even
countries at different levels of development. Uhdeg the
linking of trade liberalisation to compliance withsS,
however, is the WTO’s fundamental principle thatde
liberalisation must bring benefits to all partneks. set out
in the ILO'sDeclaration on Fundamental Principles and
Rights at Work (1998) ILS should not be enforced for
protectionist purposes or to call
comparative advantage of member States. Furtherrasre
set out in the ILO’Peclaration on Social Justice for a

Fair Globalization (2008) member States should not seek

comparative advantage in the violation of fundarmkent
standards. The 2008 Declaration also requires Ltetb

assist member States “who wish to promote strategic

objectives jointly within the framework of bilatérar
multilateral agreements, subject to their complittiivith
ILO obligations”.

For many reasons, it is in Mongolia’s interestétieralise

trade. The national economy suffers from a lack of

diversification, being heavily reliant on importsdaexports
with China and Russia (over 90% of exports go tn&h
as well as its mining industry, which accounts 2686 of
GDP and almost 90% of exports. The compositionhef t

into question the

4. Global

Conventions, the implementation of which are comiyion
required (see below).

EU’s advanced Generalised Scheme of Preferences

The EU’s approach to both its bilateral and mutkital
FTAs focuses on social development objectives withi

a cooperative framework. For example, it offers the
reduction or removal of tariffs for developing canigs

that respect ILS through its Generalised Scheme of
Preferences (GSP) and advanced Generalised Scheme
of Preferences (GSP+). On 1 January 2014, Mongolia
became one of the 10 countries to benefit from the
GSP+. In order to maintain its benefits, Mongo§a i
required to show a progressive application of ID8-
going beneficiary status yields significant prefeia
margins over other countries. For example, cashmere
pullovers from Mongolia enjoy 0% tariffs compared t
15% on those from China. Given Mongolian exports to
the EU amounted to over EUR 75.6 million in 2014 (a
increase of almost 8% compared to 2013), the
implementation of ILS is particularly important in
preserving GSP+ status and developing further ffade

United States free trade agreements

The United States has included labour provisioralin
its FTAs since 1994. More recently, the New Trade
Policy for America (2007) stipulated that futureAsT
must include an obligation to adopt, maintain and
enforce in their laws and practice the fundamental
principles and rights at work, as set out in th€8L9
Declaration. Mongolia does not benefit from any BTA
with the United States.

Canadian free trade agreements

Canada has signed various FTAs that refer to labour
provisions, including those concentrating on the
fundamental principles and rights at work. Some of
Canada’'s FTAs, including the Canada-Chile
agreement on Labour Cooperation, also include
protections regarding employment conditions, roles
employment promotion and protections for migrant
workers. Mongolia does not benefit from any FTAs
with Canada.

supply chains and
responsibility (GSCs and CSR)

corporate social

GSCs refer to international networks created bfediht
companies involved in producing, handling and disting
goods. CSR involves the self-regulation of busiees®

economy exposes Mongolia to cycles of boom and busknsure compliance with national and internatiorzatsl

based on the mineral market and the Chinese ecafiomy

(including ILS) and ethical standards to increasefi{s

through good public relations, raise ethical stadslao

For Mongolia to successfully negotiate new FTAs and mjtigate business and legal risk, and build shddsns’
develop new trading partners, it needs to enhatge i

commitment to ILS, particularly the fundamental



trust by businesses taking responsibility for theations.
CSR is now commonplace in GSCs.

Companies increasingly insist on trading partners
complying with supplier codes of conduct. Althougich
codes are not a recent phenomenon, they are nerlong
limited to specific sectors, have evolved signifita and
are increasingly formalisédn 2012, the UN Conference
on Trade and Development (UNCTAD) conducted researc
into 100 leading companies from 10 different indest
selected from the Morgan Stanley Capital Intermeatio
(MSCI) All World Index, including McDonalds, Starbks
and Apple? It found more than three quarters had supplier
codes of conduct. Most suppliers are now requi@d t
contractually bind themselves to terms set outighsa code
to engage in business with customers, and custooagrs
terminate contracts with suppliers due to a failireneet
the conditions. Given lengthening GSCs due
globalisation and offshore production, a suppliede of
conduct can also be applied to several levels s@Eply
chain.

to

In studies carried out by the IL®,Organization for
Economic Co-operation and Development (OECBHd
UN Research Institute for Social Development (UNRIS
over 98% of the codes of conduct examined addresse
labour practices and all addressed human rightsip@aies
with CSR codes of conduct that generally deal wéth
broader range of labour standards include thossviad in

the textiles, garments and electronic devices itnigiss’
(Mongolia’s textile industry accounts for almosjuarter of

its manufacturing sectdf)

The ILO fundamental Conventions are often usedites

of conduct. Some companies even insist on suppli&ry
ILS as minimum standards, including where domdatics
provide fewer protections. In addition, the ILO'spartite
Declaration of Principles Concerning Multinational
Enterprises and Social Policy (2006)commonly referred
to as the MNE Declaration, provides direct guidatee
enterprises, governments, workers’ organisationsl an
employers’ organisations on social policy and isdlg,
responsible and sustainable workplace practices.

Mongolia’s adoption and implementation of ILS,
particularly the fundamental Conventions and those
ensuring income security, better working conditicrsl
secure employment relationships, are therefordylike
play an increasing role in establishing trade ietest
between suppliers and foreign businegses.

Case study: Ethical Trading Initiative

The Ethical Trading Initiative (ETI) is a prominent
group of global companies with thousands of supglie
international trade union bodies, specialised labou
rights organisations and development charities. Its
members include companies such as Marks and
Spencer, Tesco, BBC Worldwide and H&M, and have
a combined turnover of over US$240 billion. Theeod
of conduct to which its members subscribe, known as

the ETI Base Code, is founded on ILO Conventions,
including those relating to forced labour, freedom
association, collective bargaining, working corudis,
child labour, wages, working hours and non-
discriminationt?

5. Foreign direct investment

Ratifying and implementing ILS is conducive to dafce
work, and thus a workforce operating under better
conditions with higher levels of satisfaction. Thght to
collective bargaining can be particularly importamtthis
regard, enabling workers to secure higher wagedatidr
employment relationships. Studies have shown thahe
long-term, foreign investors often prefer the digbiof
high-skill, low-turnover industries, and politicalland
socially stable economies as opposed to just logewa
Indeed, neglecting ILS is a short-sighted appradhei is
likely to restrict FDI to low-tech, labour-intensiv
industries, stunt the development of human caitad
technology, and leave workers vulnerable to exafiih
from multinational corporation’s.

&conomic growth in Mongolia slowed from an averafe
14% between 2011 and 2013 to 8% in 2014. One dfdahie
drivers of this slow-down was a sharp decline in.FI80%

of Mongolia’s annual FDI relates to the mining secand

investor interest has reduced in part due to faltjtobal

copper and coal prices. From a peak of US$4.7ohilin

2011, FDI fell by 85% through the first quarter26151°

Observance of ILS should play a long-term role

rebuilding FDI in Mongolia.

6. Implementation of international labour standards

In Mongolia, 10 per cent of children aged 5 to bvef
56,000 children) perform child labotfrparticularly in the
agriculture sector, but also in horse racing, aoetibn and
mining. Although data collection and monitoringréspect
of child labour are significant barriers to its &fion, no
legal requirement currently exists for employerséep a
register of workers under 18. The CEACR noted dlok bf
such a requirement in a 2015 observation, statiay dne
should be introduced compelling employers to redbed
names and ages (or dates of birth) of all underlt@sm
they employ:’

Legislative protections exist in relation to prisosi labour,
but according to some reports, they are sometinaés p
below minimum wage, do not receive their full sedarand
perform work for private employers, contrary to @ention
No. 29181° Conscripts are also used to perform non-military
work in breach of Conventions Nos. 29 and #®and
certain reports suggest that some Chinese and Kortan
migrant workers may face conditions tantamounbotodd
labour in Mongolig1??

There is no systematic collection of informationoab
labour strikes, but strikes were reported freqyeintl2015

3



on issues of wages and working conditions. Theadxati
Human Rights Commission of Mongolia (NHRCM)
reported that some employers attempt to dissoladetr
unions and discriminate against their members i@ th
workplace?® and the ability of migrant workers to access
representation by workers’ organisations is unclear

Women continue to be paid less than men in mosbise¢
Although the concept of equal pay for work of equallie

is not reflected in the currehabour Law (1999), it has
been incorporated into the draft revised Labour Law
Implementation will be key, and Mongolia is workingth
ILO support to establish job evaluation methodslileg to
the full application of this principlé.

Due to rapid urbanisation and lack of infrastruetur
informality in small and medium-sized enterpris88Es)

is common: some studies suggest the informal ecgnom

may constitute 35% of Mongolia’s total GBPThis large-
scale informality is a barrier to applying laboagislation
governing employment relationships and the rigiisg a
social protection of workers.

7. Recommendations
Respect for ILS benefits foreign trade and investnisy

demonstrating good governance, political stability,
commitment to the reputation of global brands ameirt
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