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ISSUES OF IMPROVING THE LEGAL FRAMEWORK
OF THE PENSION SYSTEM
IN THE REPUBLIC OF KAZAKHSTAN

Kazakhstan is a democratic, legal, social state, whose political course is aimed at ensuring condi-
tions for a decent life and free development of citizens. At the same time, the pension provision of
citizens involves the provision of a certain amount of state guarantees to ensure a decent life for all
categories of citizens.

The article examines the dynamics and state of the pension system in the Republic of Kazakhstan
as one of the first states to initiate the reform of the joint pension system among the post-Soviet states.
The structure of the formation of pension provision for the population was determined, the results of the
analysis of the investment activities of the Unified Accumulative Pension Fund were presented.

The authors consider the concept of «pension provision» and the legal, social and economic aspects
of pension provision. Also, observing the principle of accumulation, but expanding the possibilities of
pension funds and individual voluntary opportunities of citizens in terms of pension provision, it sup-
ports further measures to diversify the investment portfolio of pension funds and expand the list of finan-
cial instruments suitable for investment at the expense of pension assets to ensure sufficient profitability
of pension savings. to restore confidence in the pension system, the Government proposes to develop
a long-term strategy for the development of the pension system and comes to the conclusion that it is
necessary to adopt a new program for fundamental reforms in the pension system.

Keywords: pension system, distributive and accumulative models, pension provision, Unified Ac-
cumulative Pension Fund, Social Code.
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KasakcraHAarbl 3eiiHeTaKbl XXYHeCiHiH,
KYKbIKTbIK, HEri3AepiH XeTiAAIpy maceaeAepi

KasakctaH — AEMOKPaTUSIAbIK, KYKbIKTbIK, ©OAEYMETTIK MEMAEKET, OHblH Cascu 6arbITbl
a3amaTTapAblH AalbIKTbl ©MIp CYpyi MeH epkiH AaMybl YLIIH >XaFAalAapAbl KamTamacbl3 eTyre
GarbITTaAFaH. byA Typfblaa asamartTapAbl 3eMHETakbIMEH KamTamacbl3 eTy asamaTtTapAblH 6apAbik,
CaHaTTapblHbIH AaMbIKTbl ©MIp CYpPYiH KamMTamacbl3 eTy yuiH 6eAriai 6ip KeAeMAeri MemAekeTTikK
KeniAAIKTEPAI KAMTaMachl3 eTyAi KO3AENAI.

Makarapa MOCTKEHECTIK  MEMAEKeTTep  apacblHAQ  3eMHETAKbIMEH  KaMCbI3AQHABIPYAbIH
bIHTBIMAKTbI >XYMECiH pechbopManayAbl aAFalll XXOAFA KOWMFaH MeMAeKeTTepaiH Gipi petiHae KasakcraH
PecnybAMKacbiHAAFbI 3EMHETaKbl XKYMECIHIH AMHAMMKACbl MEH >Kai-Kyii KapacTblpbIAFaH. XaAbIKTbl
3eMHeTakbIMEH KaMCbI3AQHABIPYAbI KAAbINTACTbIPY KYPbIAbIMbI aHbIKTAAbIM, BipblHFai >XMHaKTayLbl
3eMHeTaKbl KOPbIHbIH MHBECTULUMSIABIK, KbIBMETIH TAaAAQY HOTMXKEAEPI YCbIHBIAADI.

ABTOpPAQp «3eMHeTaKbIMEH KaMCbI3AAHABIPY» YFbIMbIHA YKOHE 3eMHETAKbIMEH KAMCbI3AAHAbIPYAbIH,
KYKbIKTbIK, BAEYMETTIK >X8HE 3KOHOMMKAAbIK, acrnekTiAepiH KapacTbipaabl. CoHAAl-aK, >XMHakKTay
KaFMAATbIH CaKTail OTbIpbiM, Oipak 3eMHeTakbl KOPAAPbIHbIH MYMKIHAIKTEPIH KoHe a3amMaTTapAblH
3eMHeTaKbIMEH KaMCbI3AAHABIPY BOAIrHAE XKeKe epikTi MYMKIHAIKTEPIH KEHENTe OTbIPbIN, 3eMHETaK bl
>KMHaKTapbIHbIH XKETKIAIKTI KipiCTIAIFH KaMTamMachI3 €Ty YLUiH 3eiHeTaKbl KOPAAPbIHbIH MHBECTULMSIABIK,
NopTEeAiH spTapanTaHAbIPY XKoHe 3eMHeTakbl akTMBTEPi ecebiHeH MHBECTMUMSAAY YLUIH >KapamApbl
Kap Kbl KYPaAAApPbIHbIH, Ti36eCiH KEHENTY XXOHIHAEri ic-l1aparapAbl 0OAQH 9pi XKYPri3yAi KOAAAMABI,
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3eMHeTaKbl XXyMeciHe AereH CEeHiIMAI KaAmMblHa KeATipy YWiH YKIMeT 3eiHeTakbl )XYMeCiH AAMbITYAbIH,
y3aK, MEP3iMAi CTpaTermscbiH 83ipAeYAi YCbiHaAbI XK8HE 3eMHEeTaKbl XXyneciHae Tyberenai pedpopmanap
6oiibiHLLIA >KaHa 6aFAapAamMa KabbIAAAHYbI KAXKEeT.AEreH KOPbITbIHAbIFA KEAEAI.

TyiiH ce3aep: 3eMHeTaKbl XXYMECi, YAECTIpYLLi >KoHe XXMHaKTayllbl MOAEAb, 3eMHEeTaKbIMEH Kam-
CbI3AQHABIPY, BipbIHFal >KMHaKTayLLbl 3eMHeTaKbl KOPbl, DAEYMETTIK KOAEKC.
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Mpo6AeMbl cOBepLLEHCTBOBaHUS NMPABOBbIX OCHOB
NeHCMOHHOM cucTembl B Pecnybanke Kasaxcran

KasaxctaH — AeMoKpaTMyeckoe, MpaBoBoe, COLMAAbLHOE FOCYAAPCTBO, MOAMTUYECKMIA KYpC KOTO-
pOro HarpaBAeH Ha obecriedeHne YCAOBUI AASI AOCTOMHOM XKM3HW 1 CBOGOAHOIO Pa3BUTUS TPadKAAH.
[pu 3TOM NeHcMoHHOe obecnedeHre rpakAaH NMpeAnoAaraeT obecrnedeHne onpeAeAeHHoro obbema
rOCYAQPCTBEHHbIX FapaHTUiM AAS 06ecriedeHst AOCTOMHOM >KU3HU BCEX KAaTEropmil rpaskAaH.

B craTtbe paccmMaTpuBalOTCsS AMHaMMKa M COCTOSIHME MEHCMOHHOM cucTeMbl B PecriyOanke Kasax-
CTaH KaK OAHOIO M3 MepBbIX rOCYAAPCTB, MHULMMPOBABLIMX Pe(OPMMPOBAHME COAMAAPHOI CUCTEMDI
NEHCMOHHOrO 06ecreveHns CpeAn MOCTCOBETCKMX rocyaapcTe. OnpeaeAeHa CTpyKTypa hopmmpoBa-
HMS MEHCMOHHOIO 06ecneYeHns HacCeAeH st, MPEeACTaBAEHbl Pe3YAbTaTbl aHAAM3a MHBECTULIMOHHOM Ae-
ATEAbHOCTU EAMHOro HaKOMUTEABHOrO NMEHCUMOHHOIO (POHAQ.

ABTOPbI pacCMaTPUBAIOT MOHSTUE «MEHCUMOHHOE obecrnedeHre» 1 NpaBoBble, COLMAAbHbIE U 3KO-
HOMMYECKMe acrekTbl MeHCMOHHOro obecriedenus. Takxke, COBAI0AAS MPUHLMIT HAKOMAEHMS, HO pac-
LUIMPSAS BO3MOXKHOCTM MEHCUOHHBIX POHAOB M MHAMBUAYAAbHO-AOOPOBOAbHbIE BO3MOXKHOCTM FpaXkAaH
B YaCTM MEHCMOHHOIo obecrneyeHus, NoAAEP>KMBAET AAAbHENLLIEe MPOBEAEHME MEPONPUSTUIA MO AMN-
BepCcMdUKaLMU UHBECTULMOHHOIO NMOPTMEAS MEHCUOHHBIX (POHAOB M PACLUIMPEHUIO NepeYHs (PUHAHCO-
BbIX MHCTPYMEHTOB, MPUIOAHbIX AASI MHBECTMPOBAHMS 3a CUET NEHCMOHHbIX aKTUBOB, AASt 06ecreveHmsl
AOCTaTOYHON AOXOAHOCTM MEHCUOHHbIX HAKOMAEHMIA. AAS BOCCTAHOBAEHWMS AOBEPUS K MEHCMOHHOM
cucteme [paBUTEALCTBO NMpeaAaraet paspaboTaTb AOATOCPOYHYIO CTPATErMio PasBUTHS MEHCUOHHOM
CUCTEMbI M MPUXOAMT K BbIBOAY O HEOOXOAMMOCTM MPUHSATMS HOBOM MPOrpaMMmbl Mo KapAMHAAbHbIM

pedopMam B MEHCMOHHOM CUCTEME.

KAroueBble cAOBa: MeHCHMOHHAs CUCTEMA, PacrpeAeAnTeAbHAst M HAKOMUTEAbHAs MOAEAM, MEHCUOH-
Hoe ob6ecreueHune, EAMHbIN HAKOMUTEAbHbIN NEHCUOHHDIN hoHA, CoumanbHbIi KOAEKC.

Introduction

The pension system of any country is the most
important element of the state’s social policy. In the
Republic of Kazakhstan it has undergone significant
transformation, starting from the Soviet model of
solidarity between generations and moving to the
modern accumulation system. The main objective
of legal regulation of pension relations is a fair and
sustainable mechanism of pension provision for the
population, taking into account economic realities
and demographic challenges.

One of the most important strategies of any state
is the creation of an efficient pension system that
corresponds to the modern economic development
of the country and complies with international stan-
dards. The efficiency of the pension system is mea-
sured by the replacement rate of labour income to
pension payments and the rate of return on pension
assets.

There are two models of the pension system in
the world practice: pay-as-you-go and funded (Ma-
drid 2005: 37).

The distribution model is based on the depen-
dence of the pension size on the level of wages,
length of service, and the amount of insurance
contributions. Pension payments are financed by
insurance premiums collected from employers
and citizens, which essentially means that «the
pensions of one generation are financed by the in-
surance companies of the next generation» (Ma-
drid 2005: 41).

The funded pension system model is the com-
plete opposite of the distribution model: insurance
contributions are deposited into a pension account
in a specialized financial company, whose task is to
invest these funds in various financial markets to in-
crease their value.

The advantages inherent in the savings model
can be noted, namely:
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- differentiation of pension sizes depending on
the size of savings, as well as investment efficiency;

- the possibility of effective use of accumulat-
ed funds for the development of the state economy
(Nurgazina &Amanbekov 2016: 149).

Today, there are current discussions regarding
the semantics of the concepts of «pension provi-
sion» and «pension system». However, given the
relevance of this problem, it should be noted that
there is a lack of theoretical research in this area.
According to K.M. Tulepbaev, pension provision
is «legal and socio-economic institutions designed
to accumulate part of citizens’ income to provide
material and in-kind (social services) in connection
with old age or in the event of disability or loss of
a breadwinner» (Tulepbaev K.M. 2016). The object
of pension provision is the entire population of the
state, and the subjects are the structures that ensure
the organization and management of pension provi-
sion.

The semantics of the definitions «pension provi-
sion» and «pension system» are not identical. That
is, the pension system, as a rule, is understood as the
system operating in the country, that is, the pension
system of the country is a mechanism for ensuring a
stable standard of living for the population of retire-
ment age through state regulatory instruments.

Pension provision can be considered in legal,
social and economic aspects.

In the legal aspect, pension provision is a branch
of legislation that regulates relations in society
aimed at supporting people with disabilities. Most
legal norms on pension provision operate within the
framework of labor legislation, which reflects the
connection between pension provision and labor.

In the social aspect, pension provision is a set of
forms of social security for citizens who have lost
their ability to work due to age or health (disability).

In economic terms, pension provision is a part
of national income used to support people with dis-
abilities.

The essence of the pension system is the use of
a set of interrelated measures and mechanisms (or-
ganizational, administrative, social, legal, economic
and others) aimed at forming all the needs for sup-
port of future pensioners, as well as at regulating is-
sues of payments to elderly people.

Kazakhstan is one of the first countries in the
post-Soviet space to reform the unified pension sys-
tem. Since 1998, new entities of the pension market
have appeared on the financial arena, such as the
State Pension Payment Center (SPPC) and later the
Unified Accumulative Pension Fund (UAPF). The
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activity of the Unified Accumulative Pension Fund
is to ensure the management of pension provision
and the social insurance system.

As of January 1, 1998, the Law of the Republic
of Kazakhstan dated July 13, 1999 «On state special
benefits for persons who worked in underground and
open-pit mining operations, in jobs with particularly
harmful and particularly difficult working condi-
tions or in jobs with harmful and difficult working
conditions» according to list Nel- from January 1,
2000, a state special benefit was introduced (https://
adilet.zan.kz/).

Kazakhstan is a democratic, legal and social
state, the political direction of which is aimed at en-
suring conditions for a decent life and free develop-
ment of its citizens. In this context, pension provi-
sion for citizens involves the provision of a certain
volume of state guarantees to ensure a decent life for
all categories of citizens. The head of state has de-
fined the goals and objectives set out in the Strategy
«Kazakhstan-2050» and other program and strategic
documents; issues of pension provision are becom-
ing especially relevant in the context of the ideas and
tasks of modernization being implemented (https://
adilet.zan .kz/kaz).

The process of reforming the pension system
began back in 1998 and has now gone through sev-
eral stages. At the same time, taking into account
the construction and development of a competitive
economy, internal reforms in this area will develop
while maintaining a balance between their eco-
nomic and social aspects. One of the key stages of
reforming the pension system was the creation of a
single accumulative pension fund and the transfer
to it of pension assets and obligations under pen-
sion provision agreements of individual accumu-
lative pension funds. As of February 1, 2025, the
number of pensioners will be 2 million 445 thou-
sand people. In 2025, a number of regulatory legal
acts came into force. The most important of them
is the increase in mandatory pension contributions
of employers from 1.5% to 2.5%. (https://dknews.
kz/ru/).

In accordance with the Law «On the Republi-
can Budget for 2024-2026», from January 1, 2024,
the amount of the solidarity pension will increase by
9%. The amount of the state basic pension payment
has been increased due to an increase in the subsis-
tence minimum, as well as an increase in the mini-
mum amount from 60% to 65% and the maximum
amount of the subsistence minimum from 100% to
105%. Thus, from January 1, 2024, the minimum
amount of the total pension increases from 77,417
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tenge (in 2023) to 86,068 tenge (https://adilet.zan.
kz/).

As of February 1, 2025, the average total pen-
sion amounted to 143,248 tenge, including the soli-
darity pension of 95,789 tenge and the basic pension
of 47,459 tenge (https://kazpravda.kz/).

In Sweden, the pension system is flexible and
tailored to the individual circumstances of citizens.
It consists of basic, funded and professional pension
elements. The retirement age is flexible: a citizen
can retire earlier or later at his own discretion, which
will affect the amount of the pension.

In Germany, the state also legislates employers’
responsibility for ensuring the stability of the pen-
sion system. In addition, the pension amount is con-
stantly indexed in accordance with actual consumer
prices and the inflation rate.

For Kazakhstan, these practices can serve as an
example in such areas as the introduction of a flex-
ible retirement age, indexation of pension amounts
taking into account inflation, and increased respon-
sibility of employers.

A comparative analysis with the pension sys-
tems of OECD countries shows that in Kazakhstan
the future size of the pension remains highly depen-
dent on the level of wages and employment stabil-
ity, while in developed countries the emphasis is on
universality and redistribution mechanisms.

Currently, Kazakhstan has a multi-level pension
system consisting of basic, mandatory and voluntary
levels.

Basic level — state basic pension paid to all citi-
zens upon reaching retirement age, regardless of
their length of service.

At the second, mandatory level, pensioners are
paid a solidarity (labor) pension from the budget
and a pension formed from accumulative pension
funds. The retirement age for men is 63 years (with
25 years of service), for women — 58 years (with 20
years of service). By 2027, it is planned to reduce
the difference in retirement age and equalize men
and women, setting a common retirement age of 63
years.

The main indicator measuring the adequacy of
old-age pensions is the replacement rate of labor
income with pension payments. In matters of the
adequacy of the replacement rate, the Government
of Kazakhstan is guided by the documents of the In-
ternational Labor Organization (ILO), in particular
ILO Convention No. 102 «On Minimum Standards
of Social Security». This Convention establishes
that the replacement rate must be no less than 40%

of the level of material support for citizens during
the working period (https://www.consultant.ru/).

The mandatory funded pension system is aimed
at officially employed citizens, from whom, in ad-
dition to taxes, 10% of their salary is withheld as a
contribution to the mandatory funded pension sys-
tem (MFPS).

According to international practice, the manda-
tory funded pension system is designed to ensure
that wages are replaced by an appropriate pension in
old age. In developed countries, mandatory funded
pension systems have a replacement rate of 60—70%
when a worker retires if he or she makes mandatory
monthly contributions to the funded pension system
throughout his or her working life (approximately 40
years). Mandatory pension contributions are trans-
ferred by employers for employees, and if a citizen
is self-employed or an individual entrepreneur, then
transfers are made independently in the amount of
10% to the Unified Accumulative Pension Fund. In
the presence of harmful working conditions (the list
of which is approved by the Decree of the Govern-
ment of the Republic of Kazakhstan), the employer
pays mandatory professional pension contributions
in the amount of 5%. These are professional pen-
sion contributions that the employer transfers from
its own funds in favor of the employee. Since 2020,
a new mandatory conditional accumulation compo-
nent has been introduced — contributions to the pen-
sion accounts of employees in the amount of 5% of
the employee’s income.

The third type of pension contributions are
voluntary savings contributions, which are paid by
citizens themselves and can become a good supple-
ment to the basic pension in the future. On April
20, 2023, the «Social Code of the Republic of Ka-
zakhstan» was adopted. Among the reforms, the
code provides for the creation of a Unified Accu-
mulative Pension Fund (UAPF), which is justified
not only from an economic but also from a social
point of view. In accordance with Article 218 of
the Social Code, taking into account the inflation
rate in the amount of actually made compulsory
pension contributions, compulsory occupational
pension contributions made by the state for the pe-
riod from the moment of entering into a pension
annuity contract with an insurance organisation in
the Unified Accumulative Pension Fund of com-
pulsory pension contributions, compulsory occu-
pational pension contributions until reaching the
age specified in paragraph 1 of Article 207 of this
Code, guarantees the safety of the pension.
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Research materials and methods

When writing the article, general methods of
scientific knowledge were used, in particular, meth-
ods of collecting and researching data, comparison,
statistical analysis and synthesis, the method of sci-
entific abstraction. When studying the theoretical
foundations, as well as the functioning of pension
provision, the comparative method and statistical
analysis were used.

Discussions and results

The state guarantees insurance of pension sav-
ings. At the same time, a feature of the pension
legislation of the Republic of Kazakhstan is the
inclusion in the law of a clause on mandatory pro-
fessional pension contributions. Contributions are
transferred by payers from their own funds in favor
of workers whose professions are indicated in the
list of industries, jobs and professions of workers
determined by the Government of the Republic of
Kazakhstan.

According to the Social Code of the Republic
of Kazakhstan, from 2024 it is planned to gradu-
ally introduce 5% of mandatory pension contribu-
tions from the employer in the form of a conditional
funded portion. To date, neither the Social Code nor
other regulatory acts of Kazakhstan provide for how
the 5% of mandatory pension contributions of the
employer will be used in the future. If this money is
used as indicated in the ENPF report, then this new
«conditional funded component» of the pension sys-
tem is essentially a distribution budget pension sys-
tem. In this case, 5% of the employer’s mandatory
pension contributions is an additional tax that the
state can dispose of at its own discretion.

In 2014, the Presidential Decree approved the
current «Concept for Further Modernization of the
Pension System of the Republic of Kazakhstan un-
til 2030», which stated that as of January 1, 2014,
the total replacement rate was 44.6% of the average
monthly salary in the economy as a whole. In 2019,
the replacement rate reached its peak (https://online.
zakon.kz/).

That same year, according to the Minister of La-
bor and Social Protection, pensions paid from the
state budget were increased by a total of 15%, bring-
ing the overall income replacement rate of pension
payments to a record 52.7%.

Today, the main problem of the funded pension
system of Kazakhstan is the low replacement rate,
which is 12.4% (Kurmanov, 2011). The size of the
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replacement coefficient of the Unified Accumulative
Pension Fund depends on a number of factors. These
include the amount of monthly pension contribu-
tions from the employee’s total income, the manda-
tory nature and regularity of pension contributions,
the scale of coverage of the working population, the
average pension payment period (the difference be-
tween average life expectancy and retirement age),
and the profitability of pension assets.

Another pressing problem with the pension sys-
tem in Kazakhstan is the lack of trust in it on the part
of the majority of the population. The reasons for
such distrust of the funded pension system are: low
financial literacy of the population; weak regulation
of private pension funds at the first stage; creation of
a negative background and the directive unification
of private pension funds into one state fund (UAPF);
non-market investments of the UAPF in government
and quasi-government securities immediately after
the creation of the UAPF. Unfortunately, it takes a
long time to lose public trust.

The current funded pension system in the UAPF
is capable of paying out sufficient pensions in the
future, and this pension fund can remain stable by
fulfilling the following three conditions:

1. Prohibition of early withdrawal of pension
savings for housing, treatment and other purposes.

2. Contributions to an employee’s personal sav-
ings account in a non-state pension fund should
amount to 15% of his salary, and not 10% of his sal-
ary as is currently the case. According to the Social
Code, the contribution to the general NPF is 15%.
(10% is paid by the employee, 5% by the employer).
However, 5% of the employer’s mandatory pension
contributions (MPC) are made in the format of the
«conditional funded portiony.

This new «conditional accumulation part» (5%
of salary) will not increase the employee’s pension
in the future, but will be paid by the state.

3. The UAPF should receive high investment
returns from pension assets. The problem of low in-
vestment returns is related to the underdevelopment
of the stock market in Kazakhstan.

Despite the stable functioning of the pension
system, there are a number of legal and organiza-
tional problems that require the attention of the leg-
islator and government agencies.

1. Insufficient flexibility of pension legislation

Current legislation does not always take into ac-
count the individual characteristics of citizens, such
as unstable income, self-employment, migration.
For example, freelancers and self-employed citizens
are not fully covered by the system, despite the leg-
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islative establishment of obligations to pay contri-
butions.

2. Insufficient development of voluntary savings

The legal framework regulating voluntary pen-
sion contributions exists, but the system is under-
developed. The reasons are the low level of public
trust in financial institutions, the lack of motivation-
al mechanisms (tax incentives, etc.) and poor public
awareness.

3. Demographic challenges and risks to system
sustainability

The aging population, declining birth rates and
increasing life expectancy create a burden on the
pension system. In the context of the funded mod-
el, this requires increasing the financial literacy of
citizens and the reliability of investment manage-
ment of pension assets. However, legal regulation
does not fully take into account these long-term
factors.

In recent years, the retirement age for women
in Kazakhstan has gradually increased to the level
of men (up to 63 years). This change has sparked
various debates in society. Criticisms are often
heard that women’s social status, work burden, and
family responsibilities are not taken into account.
Legal provisions concerning retirement age should
be as flexible as possible. If individual work expe-
rience, health status and social factors are not taken
into account, these changes may undermine social
justice.

Investment management of pension fund assets
is an important issue. Currently, pension savings are
managed by the National Bank, but its investment
efficiency remains low. This will directly affect the
future size of citizens’ pensions. In addition, the law
does not fully resolve the issues of loss of pension
savings and their protection from inflation. Specific
guarantees for the safety of these funds must be pro-
vided at the legislative level.

From 2021, citizens will be able to use part of
their pension savings to purchase housing, treatment
and investment purposes. Although this change was
welcomed, the legal framework and mechanisms for
accessing pension savings are still imperfect. Some
citizens were unable to take advantage of this op-
portunity due to insufficient savings. This creates
inequality.

Many citizens do not fully understand pension
legislation. This complicates the retirement process
and leaves people without legal protection. It is nec-
essary to provide legal information in simple lan-
guage, as well as improve educational and consult-
ing services for the population.

The pension system of the Republic of Kazakh-
stan is one of the most sensitive and socially signifi-
cant institutions. The efficiency of'its functioning di-
rectly depends on the quality of legal regulation. In
the context of demographic changes, digitalization
and transformation of the labor market, there is a
need for a comprehensive approach to modernizing
legislation. The solution to the problems specified in
the article will ensure not only the sustainability of
the pension system, but also the trust of citizens in
state institutions.

The pension system of the Republic of Kazakhstan
is one of the most sensitive and socially significant in-
stitutions. The efficiency of its functioning directly de-
pends on the quality of legal regulation. In the context
of demographic changes, digitalization and transfor-
mation of the labor market, there is a need for a com-
prehensive approach to modernizing legislation. The
solution to the problems specified in the article will en-
sure not only the sustainability of the pension system,
but also the trust of citizens in state institutions.

Taking into account the above problems, it is ad-
visable to consider the following measures:

Expanding coverage of the pension sys-
tem — through the creation of simplified mechanisms
for registration and payment of contributions for the
self-employed and informal sector workers.

Creating incentives for voluntary savings — in-
troducing tax breaks, co-financing from the budget,
information campaigns.

Increasing the transparency of the UAPF activi-
ties — ensuring citizens’ access to information about
the placement of their funds, introducing elements
of management through public councils.

Development of flexible forms of pension pro-
vision — such as partial pension, flexible retirement
age, especially for women and citizens working in
difficult conditions.

Adaptation of legislation to digital technolo-
gies — to simplify accounting, control and receipt of
services through electronic platforms.

Conclusion

In conclusion, it should be noted that although
the pension system in Kazakhstan is an important
structure that ensures social stability, there are still
many unresolved issues in the area of its legal regu-
lation. Inflexible retirement age standards, low in-
vestment returns on pension savings, low public
confidence in the pension system and lack of access
to legal information are the main factors that nega-
tively affect the effectiveness of the system.
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To solve these problems, we offer the following
recommendations for improving pension legislation
and implementing specific legal mechanisms to en-
sure the safety of pension savings:

Firstly, according to international practice, to
achieve a pension replacement rate of at least 60%,
it is necessary to transfer mandatory contributions
in the amount of at least 15% of the total income
of workers and for at least 40 years. Increasing the
size of pensions while simultaneously reducing the
burden on the state budget is possible only by in-
creasing the amount of pension contributions to the
Unified National Pension Fund.

Secondly, in our opinion, in the near future Ka-
zakhstan needs to completely reboot the pension
system, preserving the principle of the funded na-
ture, but expanding the capabilities of pension funds
and individual voluntary opportunities for citizens
in terms of pension provision.

Thirdly, the development of the funded pension
system should be closely linked to the development
of the stock market and the expansion of the range
of various pension programs.

Fourthly, in the investment portfolio, it is nec-
essary to continue taking measures to diversify the
pension funds’ investment portfolio and to expand
the list of financial instruments suitable for invest-
ment at the expense of pension assets for different
groups of depositors, allowing to coordinate differ-
ent financial instruments with different degrees of
profitability and risk, i.e. to ensure sufficient profit-
ability of pension savings.

Fifthly, to restore confidence in the pension sys-
tem, the Government needs to develop a long-term
strategy for the development of the pension system,
from which the majority of the population will un-
derstand when and how to receive a decent pension
in old age.

Sixthly, in 2014 the current «Concept for further
modernization of the pension system of the Repub-
lic of Kazakhstan until 2030» was approved. This
document is long outdated and does not correspond
to world practice. In our opinion, it is necessary to
urgently develop and approve a new document in
this area.

Kazakhstan has a very large share of the shadow
economy and a low-income population. This will
have an extremely negative impact on both the distri-
bution and accumulation pension systems. Workers
who earn money in the shadow economy or whose
official income is too low cannot make significant
contributions to the state budget and the Social In-
surance Fund. At the same time, upon reaching re-
tirement age, they receive a relatively good pension
from the state budget, resulting in a relatively good
pension replacement rate.

As a result, the current pension system in Ka-
zakhstan (state budget plus UAPF) is extremely
discriminatory towards people who conscientiously
pay taxes and social payments to the budget, and
also make contributions to the UAPF. They have the
lowest replacement rate.

The following can be said about the development
of the pension system of Kazakhstan as a whole. To-
day, the accumulative pension system (APS) is ir-
relevant, since due to the early withdrawal of funds,
a person cannot adequately replace his or her labor
income with a pension upon retirement. It is neces-
sary to adopt a new program of radical reforms of
the pension system.
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