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OUTSOURCING AND THE EFFICIENCY
OF PUBLIC ADMINISTRATION:
THE CASE OF SOCIAL PROTECTION IN KAZAKHSTAN

The modernisation of public administration in Kazakhstan has intensified the search for organisa-
tional mechanisms capable of raising the efficiency of state functions without expanding the adminis-
trative apparatus. This article examines outsourcing as such a mechanism, using the social protection
sector, the largest expenditure item of the state budget, as the empirical field. The purpose of the study
is to substantiate the conditions under which the transfer of supporting and service-delivery functions to
non-state providers improves the efficiency of public administration, and to develop a conceptual model
of outsourcing-based enhancement of state functions. The research combines statistical trend analysis
of official data for 2020-2024, a criteria-based comparative analysis of four international models (the
United Kingdom, Denmark, the United States and South Korea), and an expert assessment of delivery
modes. The expert survey involved twelve specialists representing central and local executive bodies,
non-state providers and academia, who scored in-house and outsourced provision against six criteria on
a five-point scale; the criteria weights were derived by the ranking method, the scores were aggregated
into a weighted integral efficiency index, and the consistency of expert judgements was verified using
Kendall’s coefficient of concordance (W = 0.61-0.67; p < 0.001). The results show a steady expansion
of the non-state segment in the provision of special social services and above-average growth of financ-
ing channelled through the state social order, alongside persistent weaknesses in contract management
and quality monitoring. Outsourced provision outperforms in-house provision on cost efficiency and
coverage but concedes on controllability, market maturity and social risk manageability, which confirms
the selective rather than universal character of its advantages. The scientific novelty of the study consists
in a three-level conceptual model linking the institutional environment, the organisational-economic
mechanism of contracting and efficiency outcomes through a feedback loop.

Keywords: outsourcing, public administration, efficiency, social protection, state social order, quasi-
market, Kazakhstan.
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AYTCOPCMHI XXoHe MeMAEKeTTiK 6ackapyAblH, THIMAIAIri:
K.a3akcTaHHbIH 9A€YMETTIK KOPFay CaAacCblHbIH, MbICAAbIHAQ

KasakcraHAarbl  MeMAeKeTTiK  6ackapyAbl  >KaHFbIPTY — OKIMLIIAIK — annapartTbl  yAFaiTran,
MEMAEKETTIK (PYHKUMSAAAPABIH TUIMAIAITIH apTTbipyFa KabiAeTTi yMbIMAACTBIPYLIbIABIK, TETIKTEPAI
i3AECTipyAi ©3eKTeHAIpAI. Makarasa OCblHAAM TETiK PeTiHAE ayTCOPCUHI MEMAEKETTIK OI0AXKETTIH
€eH, ipi WhIFblc 6a6bl 60AbIN TabblAATbIH BAEYMETTIK KOPFAy CAaAACbIHbIH, MbICAAbIHAQ KAPACTbIPbIAAABI.
3epTTeyAiH MakcaTbl — KAMTaMaChI3 eTYLUi XKaHe KbI3MeT KepceTy (PYHKUMSAAPbIH MEMAEKETTIK eMec
eHIM Gepyluirepre 6epy MeMAeKeTTIK 0ackapy TUIMAIAIFIH apTTbipaTbiH >KarAanAapAbl Herisaey
JKOHE MeMAEKeTTIK (DYHKUMSAAPAbl QyTCOPCUHI HETi3iHAE >KETIAAIPYAIH KOHLIEMTYaAAbIK, MOAEAIH
a3ipaey. 3eptreyae 2020-2024 XblIAAAPAAFbI PECMU AEPEKTEPAIH CTAaTUCTUKAABIK, TDEHATIK TaAAQybl,
TOPT XaAblKapaAblk MOAEAbAiH (YAbibpuTarus, Aanmsg, AKLL, Ouryctik Kopes) KpuTepwuiiaik
CaAbICTbIPMaAbl TaAAQybl >K8HE KbI3MET KOpCEeTy TACIAAEPiH caparTamMasblk 6araray YMAECTIpIAAI.
CapanTtamaAnblk, CayaAHamaFa OpPTAAbIK, >X8He >KepriAikTi aTKapylibl OpraHAApPAbIH, MEMAEKEeTTIK
emMec eHiM OepylUiAepAiH KOHEe aKaAeMMSIAbIK, OpTaHblH OH €Ki MamaHbl KaTbICbiM, KbI3METTEPAi 63
KYLWIMEH >X®HE ayTCOPCUHI apKbiAbl KOPCETY TOCIAAEPIH aATbl KpuTepuit GovbiHWA 6ec 6arAbIK,
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CaAMaKTapbl PaH>KMPAEY SAICIMEH aHbIKTaAAbl, 6aFaAap OALLIEHTEH MHTErPaAAbIK, TUIMAIAIK MHAEKCIHE
>KMHAKTaAAAbI, aA capanuiblAap MikipAepiHiH, KeAiCiMAiairi KeHaaAAAbIH KOHKOpAauus KoadduumeH-
TimeH Tekcepiaai (W = 0,61-0,67; p < 0,001). HaTuxxeaep apHayAbl 9AeyMETTIK KbI3MeTTEPAI Kep-
CeTyAeri MeMAEKETTIK eMeC CerMeHTTiH TypaKTbl KEHEIIH XXoHe MEMAEKETTIK 9AeYMEeTTIK TarcCblpbiC
APKbIAbI BOAIHETIH Kap>KbIAAHABIPYAbBIH OpTaLLaAaH >KOFapbl ©CYiH KOPCETTi; COHbIMEH KaTap KeAiCim-
LIAPTTbIK, MEHEAXKMEHT MeH carna MOHUTOPMHIIHAETT 0CaA TYCTap CaKTaAbIn OTbIP. AYTCOPCUHT LbIFbIH
TUIMAIAITT MEH KaMTy GoFblHLLA 63 KYLIMEH KepceTyAeH 6acbiM, aranaa GakbiAdy MYMKIHAIT, ©HIM
GepyLuiAep HapbIFbIHbIH XXETIAYi XKOHE dAEYMETTIK ToyekeAaaepAi 6ackapy 60orbiHLIA TOMEH, OYA OHbIH
aPTbIKLWbIAbIKTAPbIHbIH 8MOebarn emec, ipikTeMeAi CUMaTbiH pacTanAbl. 3epPTTEYAIH FbIAbIMM XKAHAAbIFbl
MHCTUTYLIMOHAAABIK, OPTaHbl, KEAICIMLLAPT >KacacyAblH YMbIMAACTbIPYLIBIABIK-3KOHOMMKAABIK, TETiriH
>KOHE TUIMAIAIK HOTUXKeAEepiH Kepi 6alAaHbIC KOHTYPbl apKbiAbl GaNAAHbBICTbIPATbIH YL AEHIEMAI KOH-
LLenTyaAAbIK, MOAEAbAE KOPIHIC TanTbl.

Tyiin ce3aep: ayTCOPCUHI, MEMAEKETTIK 0ackapy, TMIMAIAIK, 9AEYMETTIK KopfFay, MEMAEKETTIK
SAEYMETTIK TarcbIpbIC, KBa3nHapblk, KasakcraH.
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AyTcopcuHr u 3¢ppeKTUBHOCTb TOCYAQPCTBEHHOTO YINPABAEHUS:
Ha npumepe cchepbl couasbHOM 3alnTbl KazaxcraHa

MoaepHM3aumsa rocyAapCTBEHHOrO ynpaBAeHms B KasaxcTaHe akTyaAM3MpoBaAd MOUCK OpPraHu-
3aLMOHHBIX MEXaHW3MOB, CMOCOOHbBIX MOBLICUTb 3(MEKTUBHOCTb FOCYAAPCTBEHHbIX (DYHKLMIA 6e3
pacLUMpeHns AQAMMHUCTPATMBHOrO annaparta. B ctatbe paccmaTtprBaeTcs ayTCOPCUMHE Kak Takom Mexa-
HW3M Ha npumMepe cdepbl COLMAABHON 3aLUMTbl — KPYMHENLLEeRn PpacCXOAHOM CTaTbM FOCYAQPCTBEHHOIO
6roaxeTa. Lleab nccaeaoBaHmst — 060CHOBaTb YCAOBUS, MPY KOTOPbIX nepeaada obecrnedmsaowmx 1
CEePBUCHBIX (DYHKLMIA HErOCYAQPCTBEHHbIM MOCTaBLUMKAM MOBbILAeT 3(PMEKTUBHOCTb FOCYAAPCTBEH-
HOro yrnpaBAeHWs, U pa3paboTaTb KOHLEMNTYaAbHYIO MOAEAb COBEPLUEHCTBOBAHMUSI FOCYAAPCTBEHHbIX
(pYHKUMI Ha OCHOBe ayTcopcuHra. B paboTe coueTaloTcsl CTaTUCTUYECKMIA TPEHAOBbIM aHaAM3 ochu-
LMaAbHbIX AaHHbIX 32 2020-2024 roAbl, KpUTEPHMAAbHBIN CPABHUTEAbHbIN aHAAM3 YETbIPEX MEXAYHa-
poAHbIX MoaeAen (Beamkobputanus, Aanus, CLUA, tOxHas Kopes) 1 akcnepTHas oueHka cnoco6os
NPeAOCTaBAEHMS YCAYT. B 3KCnepTHOM onpoce y4acTBOBaAW ABEHaALATb CMELMAANCTOB, MPEACTaBAS-
IOLNX LeHTPaAbHblE€ M MECTHbIE MCMOAHUTEAbHbIE OpraHbl, HErOCY AAPCTBEHHbIX MOCTaBLUMKOB M aKa-
AEMMYECKYIO CPeAy, KOTOPbIE OLEHWAM COOCTBEHHOE M ayTCOPCUMHIOBOE MPEAOCTABAEHME YCAYT MO
LIeCTU KpUTEPUSIM Mo NSTMOAAABHON LLKAAE; BECA KPUTEPUEB OMPEAEAEHbl METOAOM PaHXXMPOBAHMS,
OLEHKM arpermpoBaHbl BO B3BELUEHHbI MHTErpaAbHbIi MHAEKC 3(PHEKTUBHOCTM, & COrAQCOBAHHOCTb
3KCMEePTHbIX Cy>XXAEHMI NpoBepeHa ¢ nomoLbio KoaddurumeHTa KoHkopaaumn Kenaaana (W = 0,61-
0,67; p < 0,001). Pe3yAbTaTbl MOKa3bIBAIOT YCTOMYMBOE pacCLUMPEHNE HEFOCYAQPCTBEHHOIO CErMeHTa
B MPEAOCTABAEHUMN CMELMAAbHBIX COLMAABHbBIX YCAYT M ONepeskatloLmii PoCcT (PMHAHCMPOBaHMS, pacnpe-
AEASIEMOTO Yepes roCy AAPCTBEHHbIN COLIMAAbHbIN 3aKa3, MPU COXPaHEHNM CAAObIX MECT B KOHTPAKTHOM
MEHEAXKMEHTE 1 MOHWUTOPUHIE KauecTBa. AyTCOPCHMHI MPEBOCXOAMT COBCTBEHHOE MCMOAHEHME MO 3a-
TpaTHOM 3(P(PEeKTUBHOCTM M OXBATY, HO YCTYNAET MO KOHTPOAMPYEMOCTHM, 3PEAOCTHM PbIHKA NOCTABLUN-
KOB M1 YTNPaBASIEMOCTM COLIMAAbHbIX PUCKOB, UTO MOATBEPXKAAET M36MPATEAbHbIN, @ HE YHUBEPCAAbHbII
XapakTep ero npemmyLlecTs. HayyHas HOBUM3HA MCCAEAOBAHMS 3aKAIOYAETCS B TPEXYPOBHEBOW KOHLIEMN-
TYaAbHOM MOAEAM, CBA3bIBAIOLLEN MHCTUTYLMOHAAbHYIO CPEAY, OPraHM3aunMOHHO-2KOHOMUYECKMIA Me-
XaHM3M KOHTpaKTaLuum 1 pesyAbTupytome apdekTbl 3pdekTMBHOCTH Yepes KOHTYp 06paTHOI CBA3M.

KAtoueBble cAOBa: ayTCOPCUHI, rOCYAQPCTBEHHOE ynpaBAeHue, 3p(eKTMBHOCTb, COLMAAbHAS 3a-
LLIMTA, FOCYAAPCTBEHHbIN COLIMAAbHDBIN 3aKa3, KBa3upbIHOK, Ka3axcTaH.

Introduction

The administrative reforms implemented in Ka-
zakhstan over the past decade have been guided by a
common objective: to build a compact, service-ori-
ented and results-based system of public adminis-
tration. The Concept for the Development of Public
Administration until 2030 explicitly requires state

bodies to concentrate on strategic and regulatory
functions, while supporting and service-delivery
functions are to be transferred to the competitive
environment. Social protection occupies a special
place in this agenda. It is simultaneously the largest
expenditure item of the state budget, the sector with
the most direct contact between the state and vulner-
able citizens, and the field in which the gap between

79



Outsourcing and the efficiency of public administration: the case of social protection in Kazakhstan

growing demand for services and the limited capac-
ity of state institutions is most visible.

Outsourcing — the contractual transfer of func-
tions previously performed in-house to external pro-
viders — has become one of the principal instruments
through which this reorientation is pursued. In the
social sphere of Kazakhstan it takes three institu-
tional forms: the state social order placed with non-
governmental organisations, the purchase of special
social services from non-state providers under the
guaranteed volume established by legislation, and
the outsourcing of employment promotion services to
private employment agencies, which received a direct
legal definition in the Social Code of the Republic of
Kazakhstan adopted in 2023 (Social Code of the Re-
public of Kazakhstan, 2023). The very fact that out-
sourcing has been codified at the level of a sectoral
code indicates that the question is no longer whether
to use the mechanism, but how to use it so that it ac-
tually raises the efficiency of public administration
rather than merely redistributing budget flows.

International evidence gives no automatic an-
swer. Systematic reviews demonstrate that the eco-
nomic effects of contracting out are modest on aver-
age and vary strongly across service types (Petersen
et al., 2018), while studies of social care markets
warn of quality erosion where oversight is weak
(Bach-Mortensen et al., 2024). For Kazakhstan,
whose provider market is young and whose contract
management capacity within state bodies remains
uneven, these findings imply that the design of the
outsourcing mechanism matters more than the scale
of its application.

The purpose of this article is to substantiate the
conditions under which outsourcing enhances the
efficiency of public administration functions and
to develop a conceptual model of such enhance-
ment for the social protection sector of Kazakhstan.
Three research tasks follow from this purpose: first,
to analyse the dynamics of the non-state segment in
the delivery of social protection services in 2020-
2024 on the basis of official statistics; second, to
identify, through comparative analysis, the elements
of international outsourcing models that are trans-
ferable to Kazakhstani conditions; third, to integrate
the results into an author’s conceptual model that
links the institutional environment, the contracting
mechanism and efficiency outcomes. The working
hypothesis is that outsourcing raises the efficiency
of public administration functions selectively — in
respect of measurable, contractible services and in
the presence of developed contract management —
rather than universally.
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Literature review

The theoretical foundations of public sector
outsourcing were laid within three complementary
research traditions. The doctrine of New Public
Management legitimised the separation of the pur-
chaser and provider roles and the introduction of
market-type mechanisms into public administration
(Hood, 1991). The property rights and incomplete
contracts approach explained why private owner-
ship generates stronger incentives for cost reduc-
tion but may weaken incentives for non-contractible
quality: when quality cannot be fully specified in a
contract, the private provider economises precisely
on those dimensions that the contract does not cap-
ture (Hart et al., 1997; Shleifer, 1998). Transaction
cost economics, in turn, shifted attention from the
make-or-buy dichotomy to the costs of govern-
ing the contractual relationship itself (Williamson,
1979). Brown and Potoski (2004) operationalised
this insight for the public sector by showing that the
outcomes of contracting depend on the maturity of
the market for a given service and on the ability of
the public purchaser to manage that market.

The empirical literature accumulated over the
past two decades has substantially qualified the ear-
ly optimism. The systematic review by Petersen et
al. (2018), covering studies published between 2000
and 2014, found that average cost savings from con-
tracting out are modest, tend to decline over time
and are markedly lower for social services than for
technical ones. The distinction between technical
and social services proved to be one of the most
robust findings of the field: for services with easily
measurable outputs, competition disciplines provid-
ers, whereas for human services the informational
asymmetry between purchaser and provider persists
after the contract is signed (Petersen et al., 2015;
Andersson et al., 2019). Consistent with this, Dahl-
strom et al. (2018) demonstrated on European re-
gional data that citizen satisfaction with outsourced
services is higher only where the quality of the pub-
lic bureaucracy that manages the contracts is itself
high — outsourcing does not substitute for adminis-
trative capacity but presupposes it.

Recent research on quasi-markets in social care
has sharpened the warnings. A systematic synthesis
of provider and commissioner experiences conclud-
ed that competitive tendering under austerity pushes
providers towards cost-cutting behaviour that un-
dermines service quality and workforce stability
(Bach-Mortensen & Barlow, 2021). An observa-
tional study of the English National Health Service
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associated the growth of for-profit outsourcing with
an increase in treatable mortality rates (Goodair &
Reeves, 2022), and a subsequent policy analysis
found little evidence that the declared objectives
of a decade of health and social care outsourcing
in England had been achieved (Bach-Mortensen et
al., 2024). At the same time, the literature records a
pragmatic rather than ideological response of gov-
ernments to such failures: municipalities in the Unit-
ed States re-internalise services when markets are
thin and contract monitoring is costly, treating in-
sourcing and outsourcing as reversible instruments
of the same management toolkit (Warner & Aldag,
2021). Survey evidence likewise shows that citizens
differentiate their preferences by service complex-
ity, supporting private delivery of simple services
and public delivery of complex human services (Pi-
atak & Jensen, 2024). Under budgetary constraints,
outsourcing is also valued as an instrument of conti-
nuity and resilience of public service delivery, pro-
vided that the purchaser retains core competences
(Aragdo & Fontana, 2022; Sakib et al., 2023).

Research on Kazakhstan has addressed adja-
cent questions but has not yet produced an inte-
grated assessment of outsourcing in social protec-
tion. An (2014) reconstructed the adoption of the
Law on Special Social Services as a case of policy
translation, showing that the very idea of purchas-
ing social services from non-state providers entered
Kazakhstani legislation through the interaction of
the government, domestic NGOs and transnational
organisations. Janenova and Kim (2016) analysed
the one-stop-shop reform as an example of service
delivery innovation in a transitional administrative
context and highlighted the tension between ambi-
tious service standards and implementation capacity.
The most recent empirical work documents the in-
stitutionalisation of state-NGO interaction and iden-
tifies the state social order as its principal financial
channel, while pointing to the persisting asymmetry
of this partnership and the weakness of outcome-
based evaluation (Bokayev et al., 2026). Within the
Kazakhstani economic literature, attention has also
turned to analytical instruments for assessing the ef-
fectiveness of government programmes (Doskeyeva
et al., 2026), which creates a methodological bridge
to the present study.

The review reveals a twofold research gap. In-
ternationally, the evidence on outsourcing effects is
rich but centred on mature quasi-markets; its impli-
cations for young provider markets of the Kazakh-
stani type are rarely drawn out. Domestically, the
available studies describe individual mechanisms —

the state social order, special social services, admin-
istrative service delivery — but do not connect them
into a single model that would specify when and
how the transfer of functions raises the efficiency of
public administration. Closing this gap defines the
contribution of the present article.

Methodology

The research design combines three methods,
each corresponding to one research task. The first
is statistical trend analysis of the development
of the non-state segment in social protection for
2020-2024. The information base comprises of-
ficial data of the Bureau of National Statistics of
the Agency for Strategic Planning and Reforms of
the Republic of Kazakhstan, administrative data of
the Ministry of Labour and Social Protection of the
Population on registered providers of special social
services, and budget reporting on the state social
order (Bureau of National Statistics, 2026). Six
indicators were selected: budget expenditures on
social assistance and social security; their share in
total budget expenditures; the number of registered
providers of special social services; the number of
non-state providers among them; the share of spe-
cial social services delivered by non-state provid-
ers; and the volume of financing allocated through
the state social order. For each indicator the com-
pound annual growth rate (CAGR) over the period
was calculated, which allows the pace of marketi-
sation to be compared with the pace of growth of
the sector as a whole.

The second method is a criteria-based compara-
tive analysis of international models of social ser-
vice outsourcing. Four countries were selected on
the basis of two considerations: the presence of a
long-established and well-documented contract-
ing system, and institutional diversity sufficient to
span the main models described in the literature —
the English commissioning-based quasi-market, the
Nordic municipal model with free provider choice,
the American performance-contracting model and
the South Korean model of digitally integrated ser-
vice delivery. The comparison was structured along
three dimensions: the dominant institutional mecha-
nism, the safeguards used against quality erosion,
and the lessons transferable to Kazakhstan given the
current maturity of its provider market.

The third method is an expert assessment of
alternative delivery modes using a weighted inte-
gral efficiency index. Twelve experts — officials of
central and local executive bodies responsible for
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social protection, heads of non-state providers and
academic researchers — scored in-house provision
and outsourced provision of social protection ser-
vices against six criteria on a five-point scale. The
criteria and their weights, established by the ranking
method with subsequent normalisation, were: cost
efficiency (0.22), service quality (0.20), accessibil-
ity and coverage (0.18), controllability and contract
management burden (0.15), maturity of the provid-
er market (0.13) and manageability of social risks
(0.12). The integral index for each delivery mode
was computed as

E=2X(w xs), (D)
where E is the integral efficiency index of a deliv-
ery mode; w; is the weight of the i-th criterion; s; is
the mean expert score of the delivery mode against
the i-th criterion. The internal consistency of expert
judgements was verified using Kendall’s coefficient
of concordance W, computed separately for each
delivery mode; its significance was tested by the >
criterion (%> = m(n — 1)W, where m = 12 experts,
n = 6 criteria, df = 5). The dispersion of scores is re-
ported as the standard deviation (SD); a coefficient
of variation below 25% was taken as evidence of
homogeneous expert opinion on a criterion. To test
the robustness of the integral index to the weighting
scheme, a sensitivity analysis was performed under
three alternative scenarios: equal weights for all cri-
teria; a £10% shift of each weight in the direction
least favourable to outsourcing, with subsequent re-

Table 1

normalisation; and a governance-priority scenario in
which the weights of the three governance-related
and the three production-related criteria are inter-
changed. Finally, the method of structural-logical
modelling was used to synthesise the statistical,
comparative and expert results into a conceptual
model. Two limitations of the design should be ac-
knowledged: the shortness of the statistical series,
which reflects the recency of the legal institution-
alisation of outsourcing in the social sphere, and the
inherent subjectivity of expert scoring, mitigated but
not eliminated by the concordance check. Both limi-
tations are taken into account in the interpretation
of results, and the quantitative estimates presented
below should be read as indicative rather than de-
finitive.

Results and discussion

Dynamics of the outsourcing environment in
Kazakhstan’s social protection. The starting point
of the analysis is the scale of the sector itself. Over
2020-2024 budget expenditures on social assistance
and social security grew from 3.6 to 5.8 trillion
tenge, i.e. at a compound annual rate of 12.7%, and
their share in total budget expenditures increased
from 27.4% to 29.1% (Table 1). The fiscal weight of
the sector explains why even a moderate improve-
ment in the efficiency of its administration translates
into substantial absolute savings, and why social
protection was chosen as the pilot field for the legal
institutionalisation of outsourcing.

Selected indicators of the social protection system and its non-state segment in Kazakhstan, 2020-2024

Indicator 2020 2021 2022 2023 2024
Budget expenditures on social assistance and social
security, KZT trillion 3.6 41 4.6 32 >8
Share o‘f somai expenditures in total budget 274 279 283 238 291
expenditures, %
Registered providers of special social services, units 812 861 934 1015 1102
of wh}ch non-state providers (NGOs and private 214 751 300 361 498
organisations), units
Sharg of spoecml social services delivered by non-state 12.4 14.6 16.9 192 213
providers, %
Financing allocated through the state social order, 249 8.4 336 398 465

KZT billion

Note: Compiled by the authors based on data of the Bureau of National Statistics (2026) and the Ministry of Labour and Social

Protection of the Population of the Republic of Kazakhstan.
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Three features of the observed dynamics de-
serve emphasis. First, the non-state segment is
growing faster than the sector as a whole: the num-
ber of non-state providers of special social services
doubled over five years (CAGR of 18.9%), and the
financing distributed through the state social order
grew at 16.9% annually — in both cases outpacing
the 12.7% growth of total social expenditures. The
share of special social services delivered by non-
state providers consequently rose from 12.4% to
21.3%, or by 8.9 percentage points. In other words,
marketisation in Kazakhstani social protection
is no longer an experiment but a stable structural
shift.

Second, the composition of the non-state seg-
ment remains skewed towards non-governmental
organisations financed through the state social or-
der, while genuinely private, for-profit providers
concentrate in a narrow range of standardisable
services — home care, employment promotion, re-
habilitation equipment. This composition mirrors
the contractibility logic established in the literature:
providers enter first where outputs are measurable
and payment can be linked to them (Andersson et
al., 2019). The outsourcing of employment services
to private employment agencies, directly provided
for by the Social Code, follows the same logic, since

Table 2

placement outcomes are verifiable (Social Code of
the Republic of Kazakhstan, 2023).

Third, the expansion of financing has not been
accompanied by an equivalent development of con-
tract management. Interviews conducted during
the expert survey indicate that monitoring by local
executive bodies remains predominantly documen-
tary; outcome-based evaluation and beneficiary sat-
isfaction measurement are applied irregularly. This
asymmetry — fast growth of the contracted-out seg-
ment against slow growth of the capacity to man-
age it — constitutes the central risk identified by the
present analysis, and it is precisely the configura-
tion against which the international literature warns
(Dahlstrom et al., 2018; Bach-Mortensen & Barlow,
2021).

International experience and its adaptation. Out-
sourced production has long ceased to be marginal
in developed administrative systems: across OECD
countries roughly a third of government expen-
ditures is executed through the purchase of goods
and services from non-state actors, which makes the
quality of contracting a system-level determinant of
public administration efficiency (OECD, 2023). The
comparative analysis summarised in Table 2 covers
four countries whose institutional trajectories brack-
et the design choices available to Kazakhstan.

International models of social service outsourcing and lessons for Kazakhstan

Dominant institutional

Countr; .
y mechanism

Safeguards against quality erosion Transferable lessons for Kazakhstan

Commissioning-based quasi-
United Kingdom market; competitive tendering
of health and social care

Independent inspectorates; provider
rating systems; market oversight

Do not scale outsourcing faster than
oversight capacity; collect baseline

schemes data before transferring a function

Municipal contracting with
free choice of provider for the
citizen

Denmark

High bureaucratic quality of
purchasers; uniform national service

Citizen choice disciplines providers
only where standards and information

standards for users are in place

Performance contracting;
competition of for-profit and
non-profit providers

United States

Payment linked to verified outcomes;
reversibility (re-municipalisation) as
a managed option

Treat insourcing and outsourcing
as reversible tools; retain in-house
capacity as a benchmark

Digitally integrated one-stop
delivery with private execution
of standardised services

South Korea

Centralised e-monitoring of
transactions and service-level

Digital monitoring compensates for
limited local inspection resources;

indicators suits Kazakhstan’s e-government base

Note: Compiled by the authors based on (Petersen et al., 2018; Warner & Aldag, 2021; Bach-Mortensen et al., 2024, Janenova &

Kim, 2016)

Two conclusions follow from the comparison. The
first concerns sequencing: in all four systems the ef-
fectiveness of outsourcing was determined not by the
share of services transferred but by the order in which

the elements of the mechanism were built. Where
oversight institutions preceded large-scale contracting,
as in the Nordic model, quality effects were neutral
to positive; where contracting outran oversight, as in
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parts of the English social care market, quality erosion
followed (Bach-Mortensen et al., 2024). The second
conclusion concerns reversibility: mature systems treat
the boundary between in-house and contracted provi-
sion as adjustable, re-internalising services when mar-
kets thin out (Warner & Aldag, 2021).

Table 3

Expert assessment of delivery modes. The in-
tegral efficiency index computed by formula (1) is
presented in Table 3. Outsourced provision received
a higher aggregate score (3.68 against 3.44 for in-
house provision), but the structure of the gap is more
informative than its size.

Expert assessment of in-house and outsourced provision of social protection services (five-point scale)

In-house provision, Outsourced provision,

Criterion Weight, w; s (SD) 5 (SD) Difference

Cost efficiency 0.22 3.1(0.51) 4.2 (0.58) +1.1
Service quality 0.20 3.4 (0.52) 3.8(0.62) +0.4
Accessibility and coverage 0.18 3.0 (0.60) 4.1(0.51) +1.1
Controllability, contract management burden 0.15 3.9 (0.51) 3.2(0.72) -0.7
Maturity of the provider market 0.13 3.6 (0.67) 2.9 (0.67) -0.7
Manageability of social risks 0.12 4.0 (0.43) 3.3 (0.65) -0.7
Integral index E 1.00 3.44 3.68 +0.24
Kendall’s W - 0.61 0.67 —

¥ (df=5)p - 36.6; p <0.001 40.2; p <0.001 -

Note: Calculated by the authors on the basis of the expert survey (n = 12); SD — standard deviation of individual expert scores;

W — Kendall's coefficient of concordance

The concordance of expert judgements was ac-
ceptable for both modes: W = 0.61 (3> = 36.6; p <
0.001) for in-house provision and W = 0.67 (3> =
40.2; p < 0.001) for outsourced provision, which
allows the aggregated scores to be interpreted as a
consensus rather than a random average. The stan-
dard deviations do not exceed 0.72 points (coeffi-
cient of variation 11-23%), i.e. opinions were homo-
geneous on every criterion. The largest dispersion is
observed for the controllability and market maturity
of outsourced provision (SD =0.72 and 0.67), where
the assessments of officials and non-state providers
diverge most — a sign that the governance-related
criteria are exactly the point of contention in the Ka-
zakhstani quasi-market.

The advantage of outsourcing is generated en-
tirely by two criteria — cost efficiency and accessibil-
ity — where non-state providers benefit from flexible
staffing, lower overheads and proximity to benefi-
ciaries. On the three governance-related criteria —
controllability, market maturity and social risk man-
ageability — in-house provision retains a consistent
advantage of 0.7 points. The expert assessment thus
reproduces, on Kazakhstani material, the central
finding of the international literature: outsourcing is

84

not a uniformly superior delivery mode but a trade
of production efficiency for governance complex-
ity (Petersen et al., 2018; Piatak & Jensen, 2024).
It follows that the aggregate gain of 0.24 points is
conditional — it materialises only if the governance
disadvantages are actively compensated, and it can
turn negative where they are ignored.

Robustness of the expert assessment. The sen-
sitivity analysis (Table 4) shows that the direction
of the result is stable under moderate changes in the
weighting scheme but reverses when governance
criteria are prioritised.

Under equal weights and under a =£10% adverse
shift the advantage of outsourced provision narrows
but remains positive, so the baseline conclusion
does not depend on the precise weights assigned by
the experts. However, when the three governance-
related criteria receive the highest weights, in-house
provision becomes preferable; the break-even point
lies at a combined weight of governance criteria
of approximately 0.55, against 0.40 in the baseline
scheme. Together with the dispersion pattern noted
above, this formalises the conditional nature of the
outsourcing advantage: it holds for a purchaser that
prioritises production efficiency and possesses ad-
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equate contract management capacity, and is for- The conceptual model. The synthesis of the sta-
feited where controllability and risk management  tistical, comparative and expert results is presented
dominate the decision — precisely the configuration  in Figure 1 in the form of a three-level conceptual
described in the literature on human services (Pe-  model of outsourcing-based enhancement of public
tersen et al., 2018; Dahlstrom et al., 2018). administration functions in social protection.

Table 4
Sensitivity of the integral efficiency index to the weighting scheme

Weighting scenario In-house, E Outsourced, E Difference
Baseline (expert-derived weights) 3.44 3.68 +0.24
Equal weights (w; = 1/6) 3.50 3.58 +0.08
+10% shift unfavourable to outsourcing 3.47 3.63 +0.16
Governance-priority weights 3.56 3.49 —-0.07

Note: Calculated by the authors on the basis of Table 3

Figure 1
Conceptual model of enhancing the efficiency of public administration functions through outsourcing in the social protection sector

r ~
LEVEL I. INSTITUTIONAL AND LEGAL ENVIRONMENT
Social Code of the RK ¢ state social order ¢ public procurement rules ¢ standards of special social services
. J
LEVEL II. ORGANISATIONAL AND ECO*OMIC MECHANISM OF OUTSOURCING

e ~

Diagnostics of functions: Selection of delivery mode: Contracting:

separation of core (sovereign) in-house / outsourcing to competitive selection, service

and supporting functions; private providers and NGOs / standards, KPI system,

contractibility assessment mixed (quasi-market) model financing per capita / per service
_ J

A
s N
Monitoring and evaluation: Risk management:
cost per beneficiary, coverage, quality audit, provider failure, cream-skimming, loss of
beneficiary satisfaction surveys competences, contract enforcement risks
\ l l J
s )
LEVEL III. EFFICIENCY OUTCOMES OF PUBLIC ADMINISTRATION FUNCTIONS
lower unit costs * wider coverage and accessibility ¢ higher service quality * concentration of state bodies
on core functions ¢ development of the market of social service providers ¢ growth of public trust

v
(

< LFeedbat:k loop: adjustment of standards, tariffs and the list of outsourced functions

Note: Developed by the authors
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The model integrates three levels connected by
direct and feedback links. The first level is the insti-
tutional and legal environment — the Social Code,
the legislation on the state social order, public pro-
curement rules and the standards of special social
services — which defines the admissible forms of
transfer and the guaranteed volume of services.
The second level is the organisational and eco-
nomic mechanism, consisting of three sequential
blocks: diagnostics of functions, in which sover-
eign functions are separated from supporting ones
and the contractibility of each candidate function
is assessed; selection of the delivery mode among
in-house, outsourced and mixed quasi-market ar-
rangements; and contracting proper, including
competitive selection of providers, service stan-
dards, a key performance indicator system and per-
capita or per-service financing. The intermediate
contour of monitoring and risk management trans-
forms contract execution data — unit costs, cover-
age, quality audit results, beneficiary satisfaction
— into management information and tracks the spe-
cific risks of contracted provision: provider failure,
cream-skimming of less costly beneficiaries, loss
of in-house competences and enforcement weak-
nesses. The third level fixes the target efficiency
outcomes: lower unit costs, wider coverage, higher
service quality, concentration of state bodies on
core functions, development of the provider mar-
ket and growth of public trust. The feedback loop
returns evaluation results to the institutional level,
where standards, tariffs and the very list of out-
sourced functions are adjusted — including, where
necessary, the re-internalisation of a function.

The novelty of the model relative to existing
treatments is threefold. First, it embeds the contract-
ibility test at the entry point of the mechanism, which
prevents the transfer of functions whose outcomes
cannot be specified and verified — the configuration
in which the literature records the largest quality
losses (Hart et al., 1997; Andersson et al., 2019).
Second, it makes monitoring and risk management
a permanent intermediate contour rather than a ter-
minal stage, reflecting the finding that the benefits of
outsourcing are conditional on continuous purchaser
capacity (Dahlstrom et al., 2018). Third, it treats the
boundary of the outsourced segment as adjustable
through the feedback loop, institutionalising revers-
ibility in line with the pragmatic practice of mature
systems (Warner & Aldag, 2021). For the practice
of Kazakhstani executive bodies, the model pro-
vides a decision sequence that can be directly trans-
lated into methodological recommendations for line
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ministries and akimats, and its indicator contour is
compatible with the analytical instruments for pro-
gramme effectiveness assessment discussed in the
national literature (Doskeyeva ef al., 2026; Bokayev
et al, 2026).

Conclusion

The study set out to substantiate the conditions
under which outsourcing enhances the efficiency
of public administration functions and to formalise
these conditions in a conceptual model for the social
protection sector of Kazakhstan. Three results were
obtained. First, the statistical analysis showed that
the non-state segment of Kazakhstani social protec-
tion is expanding faster than the sector itself: over
2020-2024 the number of non-state providers of
special social services grew at 18.9% annually and
financing through the state social order at 16.9%,
against 12.7% growth of total social expenditures,
so that the non-state share of special social servic-
es reached 21.3%. Marketisation has thus become
a structural feature of the sector, which makes the
quality of its governance a first-order question of
public administration efficiency.

Second, the comparative and expert analyses
converged on the same conclusion: the advantages of
outsourcing are real but selective. The expert assess-
ment recorded a superiority of outsourced provision
on cost efficiency and coverage and its inferiority
on controllability, market maturity and social risk
manageability, yielding a conditional aggregate ad-
vantage of 0.24 points of the integral index. The ex-
pert judgements were statistically consistent (Kend-
all’s W = 0.61-0.67, p < 0.001), and the sensitivity
analysis confirmed that this advantage is robust to
moderate changes in criteria weights but reverses
when governance criteria are prioritised. Interna-
tional experience demonstrates that this conditional
advantage is realised where oversight precedes scale
and where the boundary of the contracted segment
remains reversible, and is forfeited where contract-
ing outruns the capacity to manage it.

Third, the article proposes a three-level con-
ceptual model that links the institutional environ-
ment, the organisational-economic mechanism of
contracting and efficiency outcomes through a per-
manent monitoring contour and a feedback loop.
The model’s practical value lies in its decision se-
quence — contractibility diagnostics, mode selec-
tion, contracting, monitoring, adjustment — which
can serve as the basis for methodological recom-
mendations to central and local executive bodies on
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the further transfer of social protection functions to
the competitive environment.

The limitations of the study — the short statisti-
cal series and the indicative character of expert es-
timates — define the directions of further research:
econometric evaluation of the effects of outsourc-
ing on the cost and quality of specific services as
longer data series accumulate, and piloting of the
proposed model in selected regions with subse-
quent assessment of its impact on beneficiary out-
comes.
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