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The study of the impact of tax administration on the balance of the state
budget of the Republic of Kazakhstan is an urgent and important task that
helps to optimize budget processes, ensure economic stability and promote
the sustainable development of the country. In recent years, the Republic of
Kazakhstan has faced the problem of a budget deficit due to the instability of
world prices for oil and other economic forces. A study on the impact of tax
administration will help identify problem areas and suggest measures to im-
prove the balance of the budget and eliminate the deficit. Effective tax ad-
ministration ensures revenue stability, which allows the government to plan
and implement social programs, infrastructure projects and other important
initiatives, helping to attract investment, develop entrepreneurship and over-
all economic growth. The aim of the study is to analyze the impact of tax ad-
ministration on the balance of the state budget in the context of the country's
economic development.

INTRODUCTION

The state budget, being the main means of mobilizing and spending state resources, gives political
power a real opportunity to influence the economy, finance its restructuring, stimulate the development of
priority sectors of the economy, and provide social support. With the help of the budget, the state combines
the centralized and local interests of the regions through the distribution of taxes, budget subsidies, trans-
fers, and as an economic document, the budget reflects the political and social dynamics of society. The
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influence of macroeconomic aspects on the formation of the budget of the Republic of Kazakhstan is ob-
vious, since the economic significance of the budget lies, first of all, in the fact that it affects social and
economic processes through the system of income (taxes), the volume and direction of financial resources
- business activity, employment, market capital equipment and consumer goods, the volume of the gross
national product. The study of the impact of tax administration on the balance of the state budget of the
Republic of Kazakhstan is of high relevance for several reasons:

A. Economic stability is manifested in the fact that tax revenues are the main source of financing for
the country's budget. Effective tax administration ensures revenue stability, which allows the government
to plan and implement social programs, infrastructure projects and other important initiatives. In turn,
economic stability contributes to attracting investment, developing entrepreneurship and overall economic
growth. The relationship between these factors is expressed in the following aspects:

— income growth - economic stability contributes to economic growth and an increase in total income,
which, in turn, increases tax revenues to the budget. In a stable and growing economy, tax revenues
from businesses and individuals are also on the rise, helping to improve the balance of the budget;

— reducing the budget deficit. During periods of economic growth and high stability, the government can
receive more tax revenue, which reduces the need for borrowed funds and reduces the debt burden
on the budget;

— stimulating investments - attracting investors who see prospects for the development of their busi-
nesses in the country. This contributes to an increase in investment and the creation of new jobs,
which, in turn, increases tax revenues to the budget;

— improvement of tax discipline. During periods of prosperity, companies and citizens are more likely to
comply with tax laws and obligations, which contributes to increased collections to the budget;

— effective management of resources and their distribution in accordance with the priorities of the coun-
try. This contributes to more efficient tax administration and a more balanced use of public funds.

B. The budget deficit arises from the instability of world oil prices and other economic factors. A study
of the impact of tax administration will help identify problem areas and propose measures to improve the
balance of the budget and eliminate the deficit. A budget deficit in tax administration can occur for various
reasons:

— Insufficient tax revenues. When the economy is not growing or growing slowly, tax revenues can be
reduced due to low business activity and lower business profits and personal income, which can lead
to budget deficits as the state receives less money from taxes;

— imbalance of the tax system. If the tax system is inefficient or unfair, it may not generate sufficient tax
revenue. For example, tax rates that are too high or the wrong tax breaks can result in companies and
individuals paying less taxes than they should under an optimal tax system;

— insufficient efficiency of tax administration. If the tax authorities fail to collect taxes efficiently, for ex-
ample, due to corruption, lack of automation or incorrect recording of tax liabilities, this can lead to
budget losses.

A budget deficit in tax administration can create problems for public finances and the economy as a
whole. It can lead to an increase in government debt, inflation, and a reduction in social programs and
investments. Therefore, effective tax administration and a stable tax system are important aspects for
ensuring the financial stability of the state.

C. Increasing the efficiency of tax collection helps to reduce unjustified losses and leakages in the
budget, as well as provide the government with additional resources for the implementation of priority
projects and programs.

D. The relevance of the study is also related to the need to reduce the tax burden on businesses and
citizens. This can be implemented through various measures aimed at reducing tax rates, providing tax
incentives or reducing the number of tax liabilities. Reducing the tax burden can have several goals:
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— encouragement of entrepreneurship and investment. Reducing tax rates or providing tax incentives
can encourage entrepreneurs and companies to increase investment in the economy. This can help
create new jobs and stimulate economic growth;

— Improving the business climate. Lower tax rates and a simplified taxation system can make the busi-
ness environment more attractive to entrepreneurs and investors. This can attract more foreign invest-
ment and promote local business development.

— support for small and medium businesses. Reducing the tax burden for small and medium-sized en-
terprises can help them survive and thrive in the market, especially during periods of economic insta-
bility

— promoting social justice: Reducing the tax burden on the poorest segments of the population can help
improve their economic situation and reduce social inequalities.

However, reducing the tax burden can also affect government revenues and its ability to provide social
programs and infrastructure. Therefore, it is important to find a balance between reducing the tax burden
and ensuring sufficient tax revenues to ensure the financial sustainability of the state. Effective tax admin-
istration also plays a key role in ensuring a balance between tax revenues and government budget expend-
itures.

E. Innovative development contributes to stimulating innovative development in the country. For ex-
ample, significant tax incentives for investment in research and development, development of new tech-
nologies or cleaner production can help attract new investment and develop modern industries. Thus, the
study of the impact of tax administration on the balance of the state budget of the Republic of Kazakhstan
is an urgent and important task that will help optimize budget processes, ensure economic stability and
promote the sustainable development of the country (Zhidebekkyzy et al., 2022; Zhidebekkyzy et al.,
2023).

1. LITERATURE REVIEW

Over many stages of state development, as well as historical aspects in different countries, the same
economic policy did not always lead to the same results, which ranged from serious successes and pros-
perity to failures and collapses of social reproduction. The most influential works on political economy, a
later and economic theory, such as, Magazzino C. (2012), Barbiero O. (2013) paid due attention to the
issues of economic growth, since the development of the economy is designed to ensure an increase in
living standards with a constant population growth and, accordingly, the participation of the state. Nigo A.
and Gibogwe V. (2023a, 2023b) studied the relationship between financial efficiency and economic growth
and found a positive link based on a strong governance, rule of law, and property rights protection which
are vital for encouraging efficient financial intermediation and investment.

In the context of the country's economic development, Azam M. et al. (2014) reveled that the presence
of institutional investors, such as pension funds and insurance companies, can play a significant role,
these entities often have long-term investment horizons, which can stabilize the market and promote cap-
ital formation. Public services affect most people in developed and emerging economies on a daily basis,
as there is practically no area of our lives that is not affected in some way by public services. Therefore,
knowledge of strategies to improve their performance is central to the good of society. A group of leading
scholars, Walker, R. M., Boyne, G. A. and Brewer, G. A. (2010), address some of the most pressing issues
in public administration, political science, and public policy in a systematic review of the research literature
on public administration and the performance of public institutions. It is an important resource for public
administration researchers, policy makers and practitioners who want to understand the state of affairs in
this area and the challenges they face.

According to Sri Rahayu, Yudi & Rahayu Collins, G. Ntim (2020), the total socio-economic effect from
the implementation of government programs, which is achieved through structural changes in the econ-
omy, can be used as an indicator of effectiveness. At the same time, government spending can be consid-
ered as long-term investments. Government performance can be measured in various ways, including eco-
nomic development and the growth of new businesses and new jobs (Ruzzene, 2016), GDP, poverty and
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economic independence (Hutapea & Widyaningsih, 2017). Alternatively, you can also use results-oriented
approaches such as value for money or efficiency, efficiency, economic performance and financial perfor-
mance (Basri & Nabiha, 2014; Sutopo et al., 2017). Sutopo B., Wulandari T.R., Adiati A.K., Saputra D.A.
(2017) describe the audit of the effectiveness of the use of public resources as a modern form of financial
control, which allows you to review the validity and rationality of the use of budgetary funds. According to
Semenenko A.M. (2019), in order to improve the process of carrying out activities aimed at coordinating
and cooperating with regard to the inefficient use of state resources in order to prevent violations at an
early stage, state audit is necessary. Pavlyukova A.O., Lozitskaya O.l. (2018) they believe that focusing on
the final recipient, improving information interaction, applying a risk-based approach, focusing on the anal-
ysis of the organization and functioning of the financial management of control objects are quite debatable
issues when setting the task of improving state financial control, each of which requires a deeper study.

The system for evaluating the activities of state bodies as a whole contributes to the improvement of
internal processes in them, organizational development and growth in the efficiency of their activities (Ka-
poguzov & Suleimenova, 2017). The state forms and corrects budgetary relationships, directions and chan-
nels of budgetary flows, thereby influencing the processes of budgetary relations. It changes the principles,
methods, methods of formation of budget revenues and expenditures, ensuring the regulation of the coun-
try's budget system (Shkolnyk et al., 2021; Sun et al., 2023; Yin et al., 2023). It becomes especially im-
portant to realize that the basic principles of the state budget policy are formed precisely at the republican
level. To this end, when using a combination of various financial instruments, the distribution of state
revenues is carried out between subjects of the same level, and between the center, regions and local
authorities. Their application is aimed at equalizing the levels of budgetary security and, accordingly, budg-
etary sustainability.

For example, fiscal and monetary policy as one of the tools of macroeconomic regulation, by increasing
taxes, the state increases the burden on the business sector and the population, thereby changing the
standard of living of the population or certain groups of the population. Reducing or raising taxes is used
as a mechanism for regulating a certain area of economic activity. And an increase in spending on educa-
tion and medicine will lead to an increase in the standard of living of the population, the level of education
and healthcare. However, such a connection is manifested under the condition of efficient spending of
budgetary funds and the absence of corruption.

When determining the forms of regulation of interbudgetary relations, the tax potential of each level
of budgets, the results of assessing the objective budgetary needs of the regions, budgetary norms and
uniform standards for providing public services to the population of the regions are taken into account.
The complex goal of budgetary management in Kazakhstan is to establish clear links between strategic
plans and budgetary processes. The considered directions and instruments of budgetary policy influence
on macroeconomic stability allow us to speak about their close relationship and multiple-valued impact on
economic processes, which raises the question of the consistency and priorities of budgetary policy, the
need for the integrated use of various tools for its implementation, coordination with the monetary and
tariff policy of the state (Khanafina, 2016; Ashirbekova et al., 2023).

2. MATERIALS AND METHODS

Tax administration plays an important role in ensuring the balance of the state budget. Effective tax
administration enables the government to collect sufficient revenues to fund various programs and ser-
vices, as well as pay government obligations. At the same time, poorly organized tax administration can
lead to budget deficits, insufficient revenues and inefficient use of public resources. The impact of tax
administration on the balance of the state budget can be viewed from several points of view (Figure 1).

Analyzing Figure 1, it should be noted that effective tax administration systems provide stable and
stable tax revenue streams, which contribute to a balanced budget and ensure the financial stability of the
state. When taxes are collected accurately and on time, the government can receive sufficient revenue to
finance its programs and projects. This helps to maintain a balanced budget and avoid deficits, which
contributes to the stability of the economy.
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Good tax administration helps fight tax evasion and tax evasion, which increases the amount of tax
revenue collected and prevents damage to the budget. When tax revenue is collected effectively and in
sufficient volume, the government can more effectively finance various programs and projects aimed at
development the economy and the social sector. For example, the government may set tax rates that en-
courage investment, promote job creation, or support certain industries. This allows the government to
actively participate in the formation of economic policy and ensure its balanced development.

The impact of tax administration on the balance of the state budget

——» Collection of tax revenues Tax administration affects the efficiency and accuracy of tax reve-
nue collection

Good tax administration helps fight tax evasion and tax evasion.
—» Fighting tax evasions This allows to increase the amount of collected tax revenues and
prevent damage to the budget.

L Efficiency of spending Tax administration can also affect the efficiency of spending
budget funds budget funds

Effective tax administration promotes transparency in the tax col-
— Transparency and trust lection system and builds trust among taxpayers

Figure 1. The impact of tax administration on the balance of the state budget

Source: Compiled by the author

Effective tax administration promotes transparency in the tax collection system and builds trust with
taxpayers, which can lead to greater self-discipline in paying taxes and reduce the likelihood of violations,
which has a positive impact on the budget. When tax rules are clear and predictable, investors are more
likely to invest in the country's economy, which contributes to the growth of investment and economic
development.

A well-organized tax administration helps to reduce the tax burden for entrepreneurs and innovative
companies. This can stimulate entrepreneurial activity, promote the development of new technologies and
innovations, which contributes to economic growth.

In general, a well-functioning tax administration plays a critical role in ensuring the balance of the state
budget and the sustainable economic development of the country. This allows the government to effec-
tively plan and implement its budgetary obligations, maintain economic stability and ensure the well-being
of citizens, and also contributes to the sustainable development of the economy, attracting investment,
supporting entrepreneurship and social infrastructure, which in turn contributes to the stability and pros-
perity of the country.

State budget revenues in 2022 increased by 10.4%, while revenues to the budget revenue increased
sharply in the last quarter, and the size of the transfer from the National Fund to the state budget, on the
contrary, was at the minimum level for 2022. At the same time, state budget expenditures in 2022 in-
creased by 29.7% qoq, while the size of the budget deficit expanded immediately by 1.6 trin. tenge (Figure
2).
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Figure 2. State budget revenues by quarters

Source: Compiled by the authors https://halykfinance.kz/

After two quarters of contraction, in 4 quarter 2022, state budget revenues excluding transfers from
the NF increased immediately by 21.3% qoq (+10.4% qoq including transfers from the NF), and in annual
terms their growth amounted to 30.7%. In general, in 2022, state budget revenues excluding transfers
from the NF increased by 38.1% yoy to 15.7 trillion, while the growth rate was more than twice as high as
in 2021 (+16.4%). Both tax and other payments contributed to the acceleration of budget revenue dynam-
ics in 4 quarter 2022. Thus, tax revenues increased by 19% q/q (+31.2%), while other non-tax revenues
increased by 63.2% q/q (+24.6%). The improvement in budgetary indicators occurred against the back-
drop of an acceleration in economic growth from 2.5% yoy in 2022 to 3.2% in 2022 due to an increase in
oil production and output dynamics in certain sectors of the republic.

A significant improvement in budget parameters in 2022. contributed to a record increase in oil reve-
nues. In addition, against the backdrop of a favorable external price environment and the expansion of the
fiscal impulse, the economy of the republic in 2022. maintained a relatively high growth momentum, which
also had a positive impact on the budget revenues, which increased by 27.8% y/y compared to the expan-
sion of expenditures by 19.9% y/y. (Figure 3).

30
18 20
12 11 3
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-10
2017 2018 2019 2020 2021 2022

Figure 3. State budget revenues for 2017-2022, T trillion.
Source: Compiled by the authors https://halykfinance.kz/
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Assessment and forecasting of macroeconomic stabilization parameters and their reflection in the
budget policy of Kazakhstan plays an important role for the subsequent obtaining of predictive estimates
of indicators of economic activity and inflationary processes, which allows assessing the impact of changes
in tax policy on economic growth, pricing and is taken into account when making decisions in the field of
monetary - credit policy.

In recent years, Kazakhstan has experienced a number of economic shocks that have seriously af-
fected the budget and depleted the reserves of the National Fund. Among tax revenues in 4th quarter 2022
"distinguished" CIT. State budget revenues from CIT, after declining in the second and 3d quarters, in-
creased by 83.7% q/q and by 17.8% y/y. As a result, over the past 2022, CIT payments increased by 40%
to almost 4 trillion, demonstrating a record growth rate since 2005. As a result, the share of revenues from
this type of tax in the structure of all tax revenues to the state budget reached 26.7% (26.4% in 2021)
(Figure 4).

1400
1200
1000
800
600
400
200

0
1 quarter 22 2 quarter 22 3 quarter 22 4 quarter 22

ECIT VAT IIT + Social tax International trade NDPI Others

Figure 4. Tax revenues by quarters
Source: Compiled by the authors https://halykfinance.kz/

Such dynamics of CIT tax revenues was facilitated by the increased revenues of the raw materials
sector and the continued positive dynamics of the republic's economic growth above 3% y/y. The pace of
value added tax revenues remained uneven throughout the year. After a 12.4% decrease in the second
quarter, its receipts increased by 34.4% in the third quarter, but in 4t quarter 2022 the growth dynamics
slowed down to 3.3%. Total VAT receipts for 2022 amounted to 4.2 trillion, having increased by 50.5% y/y,
and the share of receipts in the structure of all tax revenues was at the level of 28.5% compared to 26.2%
in 2021.

Receipts of taxes and other obligatory payments from taxpayers to the budget are made through sec-
ond-tier banks by sending electronic payment messages, which are sent to the Treasury Committee
through the KISC payment system with the amounts of payments reflected in the TSA (Single Treasury
Account). In the Treasury Committee, the Payment Transactions Department accepts payments, exports
them to the IISK, and the Revenue Accounting Department carries out a further procedure for distribution
between budgets (Figure 5).

It should be noted that the above-planned volume of tax revenues to the budget in 2022 formed
thanks to the VAT. The amount of VAT receipts on domestically produced goods amounted to 1.6 trillion (1
trillion in 2021), while VAT receipts on imported goods amounted to 2.6 trillion (1.8 trillion in 2021). It
should be noted that the increase in budget revenues from the import of goods in 2022 occurred due to
an increase in their imports by almost 20% compared to 15% in 2021.

About 30,000 payments are made daily, on average, 30,000 receipts are received daily from the Ka-
zakhstan Interbank Settlement Center.
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The influence of the financial mechanism on the economy and the social sphere is carried out, on the
one hand, through the structure of the financial mechanism and the focus of its various parts on solving
specific problems and achieving a real effect, on the other hand, through the number of financial resources
generated in economic entities and the state and directed to satisfy the needs of society, the result of
which is the level of GDP, as well as other financial indicators.

The relationship of budget administration with the financial system of the Republic of Kazakhstan is
an important aspect of public finance management and ensuring the financial stability of the country.
Budget administration covers the processes of formation, execution and control over the implementation
of the budget, and the financial system of the Republic of Kazakhstan includes all financial institutions,
mechanisms and tools that ensure the functioning of the country's financial system. The main aspects of
the relationship between budget administration and the financial system of the Republic of Kazakhstan:

— Formation of the budget. Planning and budgeting is carried out taking into account the financial capa-
bilities of the country. Budget revenues and expenditures are determined on the basis of economic
analysis and forecasts of the country's financial condition. This takes into account tax revenues, sub-
sidies, credit resources and other sources of financing.

— Budget execution. State revenues and expenditures are executed through the financial system of the
Republic of Kazakhstan. Funds received for budget execution can be kept in accounts with the central
bank or commercial banks, which allows to effectively manage cash flows and ensure timely financing
of government programs and projects.

— Control and audit. Budget administration includes control over the use of public funds and audit of
financial transactions. This ensures transparency and efficiency of financial processes in the budget
execution system.

— Interaction with the banking system. The financial system of the Republic of Kazakhstan includes
banks that act as intermediaries between the public sector and the population. Various budget pro-
grams and social benefits can be implemented through banking services, which facilitates and accel-
erates the distribution of funds and ensures their availability to citizens.

— Public debt management. The financial system plays a key role in public debt management. Budget
administration takes into account payments on public debt and ensures its sustainability, minimizing
the risks of overpayments and late payments.

In general, effective interaction between budget administration and the financial system of the Re-
public of Kazakhstan plays an important role in ensuring the financial stability of the country, sustainable
economic development and social security of the population.

The stability of the country's economic growth, first of all, is manifested with the help of such indicators
as GDP, GNP. In this regard, the author determined the forecast values of the GDP of the Republic of
Kazakhstan for 2023 using a trend-seasonal model that will indicate the influence of the seasonal factor
- the seasonal component, the results of which indicate minor changes, but, nevertheless, with a certain
increase.

Let us determine the forecast values of the GDP of the Republic of Kazakhstan for 2023; for this, it is
advisable to apply the trend-seasonal model. Since the influence of the seasonal factor can be traced in
the dynamics of GDP, namely, in the fourth quarter of 2022, this indicator is higher than in the rest, then
when forecasting, it is necessary to take into account the influence of the seasonal component. At the
same time, the amplitude of seasonal fluctuations in our case tends to increase, therefore, for the forecast,
we will apply a multiplicative model, which is built by multiplying the components (Figure 5).
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Figure 5. Amplitude of seasonal GDP fluctuations in average annual prices, billion tenge

Source: Compiled by the authors http://www.stat.gov.kz

3. APPLICATION FUNCTIONALITY

The time series equation, taking into account seasonal fluctuations, is represented by the formula:
Y=T-S-E@1)

where:

Y- time series level

T - trend component

S - seasonal component
E - random component.

The construction of a multiplicative model is reduced to the calculation of the values of T, S and E
based on the actual indicators for the previous period, namely quarterly indicators of GDP volumes.

The forecasting process includes the following steps:

— Alignment of the original series by the four-term moving average.

— Calculation of the values of the seasonal component S.

— Removal of the seasonal component S from the initial levels of the series and obtaining leveled data (
T-E).

— Analytical alignment of levels (T - E )and calculating T values using a linear trend equation.

— Calculation of the values obtained from the model (T - E).

— Error scoring to determine how well the model fits the original data.

— Building a forecast taking into account seasonal fluctuations.

Based on this plan, the seasonal components for each month were calculated (Table 1).
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Table 1. Quarterly seasonal component

Quarter number Seasonal component
1 Quarter 0,969
2 Quarter 0,998
3 Quarter 0,956
4 Quarter 1,076

Source: Compiled by the authors

Next, a linear trend equation is constructed:
T =2095,061+ 28,032t

To assess the quality of the constructed model, the sum of squared absolute errors was calculated
R* = 0,96, which indicates that the multiplicative model explains 96% of the total variation in the levels
of the time series.

Forecast values of GDP are determined as the product of the trend T and seasonal S components. To
calculate the values of the trend component, the serial numbers of the quarters of the lead period were
substituted into the linear trend equation. The resulting forecast values of GDP in 2023 are presented in
Figure 6.

4425446

4047,701

3902,936 3907,49

1 quarter 2 quarter 3 quarter 4 quarter
Figure 6. Forecast values of GDP by production method in average annual prices for 2023

Source: Compiled and calculated by the authors

In recent years, Kazakhstan has implemented significant and interrelated reforms in the field of public
financial management. These reforms have been carefully considered and have resulted in significant im-
provements, bringing the country's public financial management system closer to international standards,
in particular the budgetary management principles of the Organization for Economic Co-operation and De-
velopment (OECD). The most important changes have taken place in the following areas:

— Linkage between government strategic plans and spending programs has become stronger.

— Clear fiscal rules have been established to ensure long-term fiscal sustainability and create reserves
for possible economic crises.

— Parliament is actively involved in the annual budgeting process, and the budget committee plays a key
role in ensuring that sectoral committees participate in budget review in line with OECD best practice.

— Budget transparency has improved significantly and citizens have more opportunities to participate in
the budget decision-making process. This was achieved by the introduction of the Open Budgets online
portal and the creation of public councils.
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— Kazakhstan moved to accrual accounting in line with international standards, which improved the qual-
ity and transparency of public finances.

In general, thanks to these measures, Kazakhstan was able to improve its public financial manage-
ment system, bringing it closer to international standards and ensuring a more open and efficient budget
process.

CONCLUSION

Tax administration, the balance of the state budget and the system of public financial management
are closely related and are important components of the financial stability and effective functioning of the
state.

— Taxadministration refers to the management of a country's tax system, including the collection, control
and accounting of tax revenues. It plays a key role in providing the financial base of the state, since
taxes are the main source of government revenue. Improving tax administration allows you to increase
the collection of tax revenues, minimize tax evasion and reduce administrative costs. This improves
the efficiency of the public financial management system and ensures the sustainability of the budget.

— The balance of the state budget means that the state revenues are sufficient to cover the costs. This
is important for financial stability and avoiding budget deficits when spending exceeds income. In the
event of a deficit, the state may face the problem of increasing public debt or reducing the quality of
public services provided. A balanced budget ensures financial stability and the ability of the state to
fulfill its obligations to society.

— The public financial management system includes the processes of planning, execution, control and
audit of public financial operations. It ensures efficient and effective use of public resources, transpar-
ency in financial processes and reporting, and control over budget funds. A well-organized and efficient
public financial management system contributes to achieving financial stability, improving the quality
of life of the population and the economic development of the country.

The interaction of these three aspects plays a decisive role in ensuring the stability of the financial
system of the state, the efficient use of resources and the achievement of social and economic goals. A
balanced budget, efficient tax administration and a well-organized public financial management system
contribute to the sustainable development and prosperity of the country.
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