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ABSTRACT 
The background of this study lies in the fact that since 1998 Kazakhstan started the pension reform which continues at the present stage. In this connection it is important to understand the essence of institutional pension reform, to determine current principles of pension and immediate prospects for development of this institution. The authors try to identify a theory or model that most adequately assess the recent changes in the pension system and predicts future direction of evolution of the social process. The chronological scope of the study covers the period from 1998 to 2016. The paper is structured in the following areas: isolated and studied the main directions of the pension reform; defined areas for further development of the institution of pensions. Methodological framework of the study is, first of all, theoretical position of general scientific systematization of complex processes (in this case, social), as well as the idea of interconnectedness and interdependence of social, economic, legal and other factors that determine development of the pension system. General scientific principles used by the authors in this paper include such methods as analysis and synthesis, induction and deduction, structural, historical and logical methods. The following main results should be emphasized: the authors have developed classification of the causes and conditions of the pension reform start; defined the concept of pension system development mechanism; prospects of the pension system development. The practical significance of the study is that its findings can be used for further exploring of the social processes which take place in Kazakhstan. The materials of the study can be used in educational process (in general and special courses for 
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lawyers, economists) and also in writing of textbooks and monographs. 
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In the second half of the 90s of the last century society in the Republic of Kazakhstan has been put before the need along with the ongoing economic reforms to start implementation social reforms which would reflect fully status 
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and capabilities of budget funding for social security and does not infringe constitutional rights of citizens for warranty on social security provision. Objective reasons of changes in this area have become a series of preconditions that can be reduced to the following provisions. Firstly, unfavourable demographic situation developing in society and consisting in the fact that a percentage of the number of retirement age population relative to the working age citizens who pay taxes on economic activity has grown steadily, and this demographic situation of groups to each other is assumed to persist for a quite a long time due to a slight increase in population, natural processes of migration, etc. Thus, the number of persons of retirement age respectively to persons of working age is growing. Another reason was due to reduction of working population in the country which is economically active and is a direct group of persons who fund state budget by means of taxes payments 
Officially registered number of unemployed citizens in Kazakhstan was not more than 5 percent relatively to the economically active population. However, the experts suggested that this figure must be multiplied by five in order to get a more realistic picture of unemployment in the country. A small number of persons registered as unemployed could be explained by the lack of incentives for people to undergo this procedure. I can be explained by the fact that financial assistance as the main stimulus was not implemented, and unemployment benefits have been cancelled in in 1999. Thus, by the end of the 90s of the last century there was a situation in the state of disproportionate ratio in the society of working-age persons and those who are obliged to maintain them in accordance with the social public contract (working population). 
The other reason for pension reform is the lack of mechanisms for the use of the Pension Fund for public service, their investment in the real economy, although in fact the money supply accumulated in the pension fund by 1998, equal to the amount of resources available to the state budget. However, as practice shows, this problem has not been resolved, and subsequently on the means of accumulative pension funds are not effective ones. However, as practice shows, this problem has not been solved, and subsequently on the means of accumulative pension funds, have not been found effective financial instruments for investment in country's economy. 
In general, it should be noted that the practice of social reform in our country and in particular in the field of social security was due to a shortage, lack of funds to ensure the level of social security, guaranteed by law, and the main cause of the pension reform was due namely that provision. In addition, the pension system which operated contrary to market principles to ensure its level of contribution to the system. The absence of personal account of employees' pension contributions did not provide incentives to increase contributions and accumulation of funds on citizens' personal accounts. Besides, there was no monitoring of the employers' contributions. 
These problems of funded and solidary pension schemes functioning were systemic in nature and demanded that the Government of the Republic of Kazakhstan taking drastic measures to reform the pension system of Kazakhstan in conditions of acute financial and economic crisis that accompanied the early years of independence. 
While conducting the study the authors relied on the theoretical conclusions about the pension system set in the works of J. Myles & P. Pierson (2001), R. Disney (2000) and other researchers. 
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