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I. Introduction 

1.1 Purpose and Significance

This research project has been implemented within the framework of the International Policy Fellowship Program sponsored by the Open Society Institute. The objective of this study is to investigate the role of research in policy decision-making processes in Kazakhstan. The degree of researchers` and research institutes` participation is posited here as a significant factor that constitutes the openness of policy process and efficacy of policy itself. This project is aimed at generating practically-applied recommendations that might lead to the improvement of the policy process in Kazakhstan, finding the ways of making it more transparent, inclusive and participatory-oriented. 

The role of research in policy process has increased over the world significantly in recent decades. In the United States and countries of Western Europe research organizations play a vital role in policy dialogue, providing all parties (the partisan and interests groups, governmental agencies and parliament) with ideas and policy relevant analysis. A vast array of so called think tanks
 - from the very famous and influential as such as the Brookings Institution, RAND Corporation, American Enterprise Institute, the Heritage Foundation (USA), Royal Institute for International Affairs (UK), Center for Development Research (Denmark), Kiel Institute for World Economies (Germany), to small NGOs working in particular areas of expertise – manifest the growing role of knowledge in policy-making process in modern western democracies (Think Tanks & Civil Societies: catalysts for ideas and action  / editors McGann, J. & Weaver, K., 2000; Smith, J.,1993). 

Since the 1970-s there has been a rapid growth in the number of diverse research policy centers (institutes) in developing and transition countries. Latin America, Africa and Asia also have been experiencing a brisk appearance of new types of institutions that have introduced important knowledge and know-how, assisting their governments in market and social reforms. In Eastern Europe and the former Soviet Union non-governmental research organizations close to the model of western think tanks appeared in the late 1980-s / early 1990-s after the collapse of the socialist system. Many of the institutes being established by western-oriented intellectuals and technocrats have played a prominent role in the transition to the market economies in these countries (Think Tanks & Civil Societies: catalysts for ideas and action  / editors McGann, J. & Weaver, K., 2000; Struyk, R., 1999; Krastev, I., 2001). 

In post-Soviet and CIS countries the picture varies from country to country, from region to region. As it is seen the most sizeable factor in the deployment and density of research activities within post-Soviet space is the background of the allocation of intellectual and knowledge resources. The vast majority of academic resources of the Soviet Union were rooted and concentrated in the Center – in the main cities of Russian Federation
 and in the most developed European territories of the former Soviet Union – Ukraine and Belarus (Think Tanks & Civil Societies: catalysts for ideas and action  / editors McGann, J. & Weaver, K., 2000). The concentration of knowledge and power in this region provided the basis for a comparatively successful transformation of many governmental research organizations into private ones or the establishment of new research institutes by prominent and experts in particular areas intellectuals. 

At the same time the other newly independent states faced a lack of local research capacity and knowledge resources. Central Asian region (CAR), as one of the most remote areas of the Soviet Union, has been experiencing a severe scarcity of research capacity during the years of transition. A number of scholars left the region to Western countries or Russia due to a range of economic and political reasons. Education and the system of knowledge production have been experiencing a painful transformation and regression. The recourses from the state budgets available for research shrunk dramatically (Figure 1.1), whereas the market (or non-state actors) failed to provide any significant demand for research. 

Research is unlikely to receive funding in developing countries unless it can either demonstrate practical utility, or arrange for political protectionism (though clientelism for example). However, it is easier to obtain political protection than it is to demonstrate research utility (Stone, D., Maxwell, S., Keating, M., 2001, 26) .

In this pattern the governments of CAR pursuing economic and political reforms faced a range of challenges. Despite the lack of local experience with market economy or democracy building, almost all of them pledged to conduct reforms based on three pillars: market economy, democratization of the political process and institutions, and integration into the global market. Where had the concepts and methods of reforms come from in the absence of indigenous knowledge? The answer is relevant for the entire developing world (Stone, D., Maxwell, S., Keating, M., 2001): international expertise, provided by multilateral and foreign agencies as such as the Word Bank/IMF, Asian Development Bank, US Agency for International Development, Agencies of the European Union, etc.

For the years of transition Kazakhstan has been performing as the best student in “the School of Market Reforms”. Experts note that the Kazakhstani government has demonstrated relatively good abilities in transition management by achieving macroeconomic stability, establishing one of the best financial systems in the CIS, and creating a favorable climate for attracting foreign investments.
 It is the first post-Soviet country to launch an ambitious and most radical pension reform (Andrews, E., 2001; Orenstein, M., 2001) 

The evidence shows that the Kazakhstani government has advanced primarily in those spheres where it acquired significant foreign or international technical assistance. As it was, for instance, in the case of pension reform. The essential part of the support provided by multilateral agencies was the work of experts. The World Bank, USAID, EU, ADB provided reforms with a high volume of knowledge and expertise. Today it appears that the architects of transition have played their role as a locomotive of reforms, and the question of local ownership of reforms appears quite tangible, as it does in most of other transition and developing countries. Leaving the issue of relevance and success of the reforms behind, at the present stage it might be useful to ask: Who will push the reform ahead, if any? Who are the engineers of further development? Who will produce the knowledge and ideas for policy-making in this country in the future?

This research intends to shed more light on how, why and what kind of expertise government agencies have been using in decision-making during the years of reforms. Also, this study investigates how research affected, if at all, the policy dialogue and public debates encouragement. Findings of the research are intended to help in the development of recommendations for local researchers, policy-makers, and the international donor community on how to:

· build local capacity in research and its uptake into policy

· raise the role of research in policy dialogue and public debates 

· enhance local ownership of development policies 

· raise policy makers` awareness of the value of research  for more efficient policy development 

· strengthen links between local academic communities, decision-makers and the international development community.

1.2 Subjects in the Study

To investigate the role of expertise in policy-making in Kazakhstan the case of pension reform will be considered. The problem of the reformation of the pension system has topped the political agenda in many countries over the last two decades and is likely to in the years ahead.  In the industrialized world, a strong government’s incentive for reforms reflects the changes in the economic and demographical environment (Renaud E., 2000; Bonoli G., 2000). 

The term “pension reform” marks an entire range of political, economical and societal issues concerning income distribution, generational equality, social policy-making, financial market regulations, poverty alleviation and so forth. This mixture of various concerns raising within the process of generating and adoption of pension reform magnetizes a wide variety of political actors and contradicting interests. 

Launched under the technical support of the World Bank and other international agencies in 1997-98 pension reform became one of the main pillars of market reforms in Kazakhstan. Thus, pension reform was taken for this study as a prominent case that might uncover the nature, logic and intrigue of the policy-making and the role of expertise in Kazakhstan as at early stages of transition as well at present. 

1.3 Hypothesis and Research Questions 

Pension reform in Kazakhstan, called in various analyses “an ambitious”
, most radical program in post-socialist space, was at the same time a comparatively bloodless process. According to Orenstein’s comparison of the outcomes and progress of the reforms in three post-communist countries (Kazakhstan, Hungary and Poland), Kazakhstani reformers met less resistance or opposition. Neither institutional veto actors nor partisan ones or a variety of interest groups played a critical role in the reform.
 He argues that due to weakness of veto actors
 within the political institutions and civil society the reform process was smoother and less deliberative in Kazakhstan.

In the milieu of weak veto actors the other parties of the process obtained more space to maneuver in this arena. Facing this phenomena Orenstein suggests the concept of proposal actors. 

Proposal actors often have a separate and independent influence on reform, acting as intellectual agenda-setters for reform. In complex policy areas, where veto actors do not have the relevant expertise to develop their own concrete policy positions, they may rely on proposal actors to determine policy preferences for them, or to set the general terms of debate and the range of policy options in a particular area. While veto actors have an institutional, partisan, or situational veto over reform, proposal actors play a critical role by introducing intellectual innovations, setting agendas, and defining the range of feasible policy outcomes (Orenstein, 2002: 13).

Some proposal actors can be veto actors in a move that strengthens their positions, but in the Kazakhstani case veto actors had less capacity to influence the reform because of a lack of expertise required for the policy discourse (Orenstein). In the case of Kazakhstani pension reform, proposal actors added to the design of the reform more then the veto actors did. International organizations that had enormous influence on the pace and direction of the reform played the role of proposal actors. At the same time, interest groups had little impact on the policy dialogue because of the distance from veto and proposal actors and their (interest groups`) inability “to mobilize constituencies to exert pressure at critical veto points, and … to act as veto or proposal actors themselves” (Orenstein, 2002: 21).

Basing on Orenstein`s concept I hypothesize that in the case of Kazakhstani pension reform: 

(i) The strength of veto actors` and interests groups` ability to execute their role in policy dialogue depends on their ability to act as proposal actors. 

(ii) The strength of proposal actors` ability to push their ideas into political agenda depends on the volume of pressure they can exert. 

(iii) If local veto actors and interest groups do not serve as proposal actors, the foreign or international institutions replace the latter and become proposal actors themselves.

(iv) Acting as proposal actors international organizations pay more attention to the development of policies` content, then to the quality of the policy process itself.

(v) Participating in the policy process as proposal actors International organizations do not stimulate the strengthening of local research (expert) capacity.  

Research Questions 

· What kind of expertise was involved at all stages of pension reform? How does it vary from one stage of the reform to another? Has it been evolving during the reform period?

· Did the expertise that was involved meet the needs of veto actors and interests groups? Did the latter have their own research capacity? How did they use it, if any?

· How was research-based evidence been communicated within policy dialogue? What was the role of expertise in the policy dialogue? 

· What characteristics of researchers’ organisations are critical for their role as mediators between researchers and policymakers? 

· What impact does the use of external consultants have on the content and nature of the policy process? 

· What is the decision-makers` attitude towards external experts? Has their attitude evolved since the start of reforms?

II. Policy Process and Role of Research in Transition Society (case of pension reform in Kazakhstan)

2.1 Background of The Reform 


Sources: National Bank of Kazakhstan; Orenstein, M., 2000. 


Sources: Baimatayeva, G.  “Pension Reform in Kazakhstan. Cost-benefit Analysis”, 2002); 
Urzhumova, D. and Becker, Ch. “Demographic Trends In Kazakhstan And Their Economic Significance” Background notes for presentation at the Republican Seminar for Akims of Oblasts, Cities, and Raions. Astana, Kazakhstan. December 14, 1999

2.1.1 Main Actors and Policy Progress

Governmental working group 

Formally, the reform design started in November 1996 when President Nursultan Nazarbaev and Prime Minister Akezhan Kazhegeldin had formed a government working group consisted of the Prime Minister himself, Deputy Prime Minister and Minister of Finance, the Chairman of the Central Bank, the Minister of Labor and Social Protection, the head of the National Securities Commission, two persons from the private sector, and two members of parliament (Orenstein, 2000). 

Governmental working group played both roles in the process of design and implementation of the reform of a proposal as well as a veto actor. It was just an only local proposal actor that had a significant technical support from the World Bank, ADB and USAID “providing both policy ideas and direct technical assistance to the pension reform working group” (Orenstein, 2000). 

USAID technical assistance gave the main proposal actor an unparalleled advantage. Given the lack of technical expertise in Kazakhstan and the lack of resources on the part of civil society groups, ‘no one else was technically in a position to develop a model’ for analyzing or developing different pension reform proposals (interview with Marchenko, July 1, 1998), and thus the working group easily dominated expert debate (Orenstein, 2000: 24). 

Even the government, as Andrews mentions, “realized the need to inform the public about this substantial change in the pension system and responded, in part, by a nationwide effort to put key reform officials before the public, in person and through the media, to provide information about the reform at the highest level” (Andrews, 2001: 3-4), the secrecy and close manner of the group`s work  “enhanced the working group's monopoly on reform proposals, sharply restricting the ability of civil society and other interest groups to influence reform” (Orenstein, 2000: 24). 

Orenstein argues : “There is no evidence that the government concerned itself with rallying diffuse support of the population, as only limited resources, mostly provided by USAID, were allocated to public relations and public awareness campaigns. Public support would have been difficult to obtain in any case, since the government was dealing at the same time with a massive pension arrears crisis, causing mass protests around the country (Orenstein, 2000: 24).


Source: Andrews, 2001: 3-4.
Parliament 

Being formally one of the most important institutional veto actors Parliament did not play any significant role in the process of deliberation (Orenstein, 2000). As the evidence shown Parliament had no either proposal or veto power to participate effectively in the development of pension reform, even it “provided an important deliberative forum” (Orenstein, 2000: 27). 

Kazakhstani president submitted the draft pension reform law to parliament marked "urgent," a legislative procedure which meant that the parliament had only one month to debate, amend, and pass the law or risk being dissolved by the president. In this case, the law would be passed by presidential decree…Parliamentary deliberation thus took two forms: purely rhetorical deliberation and a parallel, somewhat more secretive, process of actual reform amendments, that were few in number. (Orenstein, 2000: 27).

Interests Groups 

Although the government was obliged to submit the reform program to some debate, Kazakhstan's strong presidential system meant that there were no real partisan or civil society veto or proposal actors. Interests groups in this particular case were represented by Pensioners Movement and trade Unions. 

International Organizations (External Influence) 

According to Orenstein Chief reformer Grigori Marchenko was heavily “influenced in his thinking about pension reform by reading Averting the Old Age Crisis and attending World Bank-sponsored conferences” (interview with Marchenko, July 1, 1998). Thus the basic framework for pension reform in Kazakhstan was deprived from the World Bank`s policy ideas. “without direct technical assistance from the Bank at the early stages” (Orenstein, 2000). 

Direct technical assistance was provided by USAID. The World Bank sent an expert advisory mission to Kazakhstan in May 1997, after major design decisions had been made. However, the World Bank later decided to loan $300m to Kazakhstan to implement reform. 
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In 1995-1997, Kazakhstan experienced a dramatic pension arrears crisis. Kazakhstan, like Russia and Romania, had initially controlled pension spending by accumulating substantial payment arrears to current pensioners (Cangiano et al. 1998, 10) and by not indexing pensions to keep up with inflation. In 1996 and 1997, Kazakh pension arrears were so severe that mass protests of pensioners broke out in cities across the country. A collapse in state ability to tax was a large part of the problem, reflecting the extent of the so-called gray economy, as well as a steep decline in production from Soviet times. Few small private businesses paid any pension payroll tax at all. Mass protests and system failure seemed to call for radical measures, and the Kazakstani government responded with a radical pension reform, introduced in tandem with an effort to pay off all existing pension arrears” (Orenstein, 2000: 23)





Thus, pension reform in Kazakhstan was called for a gradual transition to the new system of pension accumulation. In accordance with the former system, pension deductions were made by employees to the national budget and paid back as pensions upon reaching the retirement age (58 years old for women/62 years old for men). At present, both systems are valid in Kazakhstan. The former pension system will remain in force for pensioners, who had made pension deductions to the budget by 1998, for another 30-40 years. 





The pension accumulation system, however, will strengthen its role in the social security sphere. In accordance with this system, pension deductions by an employee (10% of the salary) will be transferred to his/her personal account at one of the pension funds, rather than to the common stock. Personal deposits cannot be used for pension payments to other people. The pension accumulation system is based on three components: pension funds, pension assets management companies and custodian banks. As of January 1, 2001 14 private and one state accumulation pension fund were operating in Kazakhstan. Among the private funds, 13 are open and one is a corporate fund. Pension funds attract depositors and engage pension assets management companies and custodians. 





The market is now represented by 7 pension assets management companies, which decide on where funds from depositors' accounts should be invested, as well as carry out regular revaluation of assets. Pursuant to the current legislation, these companies should invest: not less than 50% of pension assets in state securities, not more than 30% in corporate securities included in the A listing, not more than 20% in deposits with commercial banks, listed as priority banks to be brought up to international standards, not more than 10% in securities of international financial organizations, not more than 5% in municipal bonds, and not more than 5% in foreign AA securities (Standard&Poor's, Fitch IBCA) or AA (under Moody's classification). The only exception are assets of the state pension accumulation funds, which may be invested in state and municipal securities, securities of international financial organizations and bank deposits only. Custodian banks accept deposits and make pension payments. They are also in charge of placing deposits in investment instruments in accordance with decisions of pension assets management companies. Each of the participants in the "triangle" is controlled by corresponding state bodies - pension funds by the Agency on Pensions, pension assets management companies by the National Commission on Securities, and custodians by the National Bank of the Republic of Kazakhstan.














Characteristics of an old pay-as-you-go system





Big scope


Low retirement age  (55 years for women, 60 years for men)


Privilege on earlier entrance on pension for social groups lead to non-equality of distribution of resources: average pension age 52 years (World Bank:1998) Normal pension formula was generous at 60% of highest wages averaged over 12 months for workers with full service (20 years for women, 25 years for men)


Ratio of persons age 60 and over to the working age (from 20 to 59 years) (World Bank: 1998). In 1995 in Kazakhstan this ratio was 0.18 (in comparison in the US it was 0.3).





Reasons for the reform





Tax burden


Tax evasion in non-official sector


Early retirement ages


Demographic factors 


Declining life expectancy of dramatic proportions


Rapidly declining fertility


Shrinking population


Impending retirement of the post-war “boom” generation


Gradual aging of the population and growth in elderly dependency rates


High rates of net emigration


Declining incidence of marriage


Adverse demographic pressure on economic growth in the coming decades;


Eventual emergence of a large class of impoverished middle-aged and elderly women


even given current pension reform rules.


Increasing employment in informal sector


Ineffective system of collection and payment aggravated with arrears in collection at lower levels. Collections only amounted to 45-52% of potential revenues. As a result government needed to transfer money from state budget to pension funds to cover payments (1997) and paying for administrative expenses.


High sensitivity to economic crisis


No relationship between fee and payment











Government prepared a comprehensive plan for such a public information campaign, with a timetable for the implementation of the strategy. That strategy was first supported by technical assistance from the Asian Development Bank (ADB), which provided some $900,000 million to conduct surveys on the knowledge and attitudes of the population towards the pension reform. These findings directed further United States Agency for International Development (USAID) technical assistance through grant funding amounting to about $800,000. USAID assistance included seminars for the press, trade unions, employer organizations, and government officials throughout the country. 





While posters (some 1,500) and leaflets (around 600,000 copies) were widely distributed, the most innovative approach was the incorporation of number of episodes dealing with pension reform on Crossroads (“Perekrestok”), an extremely popular television series. Technical assistance under World Bank funding is about to start, following up on these earlier efforts.3 Educational (and lobbying) has also been provided by the Association of Pension Funds (APF), an organization initiated with TACIS funding. The APF has distributed a leaflet called “Questions and Answers” informing the population about the new pension system.








� As Smith, J. (The Idea Brokers-Think Tanks and Rise of Policy Elite, 1993) notes there are a lot of terms that mark a various types of organizations that participate in policy process, engineer policies or policy choices: brain banks, think factories, egg-head row, etc. The term “think tank” is “now-familiar” and wide-spread allover international policy community at present.


 


� For instance State Academy of Science as well as such institutes as GOSPLAN and many others had been working in different areas from social science to medicine and engineering had their head- quarters in Moscow and divisions in every republic of the Union.





� The external state debt is gradually decreasing.  For the last three years (from July 1, 1999 till July 1, 2002) the average number of annual growth of GNP came to 11%.  Mr. Marchenko, Head of National Bank, stated that Kazakhstan with its economic growth enters the three most rapidly developing countries in the world.





� Andrews, Emily. 2001. “Kazakhstan: An Ambitious Pension Reform”, World Bank Policy Research Working Paper.





� Orenstein, M. How Politics and Institutions Affect Pension Reform in Three Postcommunst Counties, World Bank Policy Research Working Paper, 2000





� Veto actors according to Orenstein (or veto players according to Tsebelis: 1995), can be represented by there major groups: i) institutional who can “exercise veto power over legislation”; ii) partisan who can veto power as a majority in parliament or governing coalition; other veto actors as such as various interests groups “that strong enough or mobilized enough to effectively veto policy in particular area” (Orenstein, 2000: 12)
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