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CHANGES AND PROBLEMS IN BUDGETATY SYSTEM
OF THE REPUBLIC OF KAZAKHSTAN

Abstract. At this moment the government budget plays an important role in political life of the countries.
Practically there is no modern state in the w orld in which creation of the government budget and its forming aren't
considered as obligatory. Thus, the State budget is one of the most significant signs of the state.The government
budget means comparison of the planned revenues and expendituresfor a certain year. This budget gives the
overview of the available public funds and their planned use. The budget is fundamentals of the state financial
economy. In it plans or policy of the government are shown in an expense type and income.In the Republic of
Kazakhstan the Budget code of April 24, 2004 was accepted. This code entered general functions of the budget
system and the principles of the budget legislation RK. Therefore studying of the budget system, its mechanism and
use in practice has special relevance.On January 1, 2018 the budget system of the Republic of Kazakhstan has
considerable change. From the moment of adoption of law "About the budget system" in the Republic of Kazakhstan
4 levels of the government budget came into force.

Key words:political life, revenues and expenditures, Budget code, budget system,problems of the government
budget and budget system.

There is no doubt that the most important and main function of the economic policy of Kazakhstan is
defining goals, which is based on macroeconomic policies controlled by government action that is aimed
at regulating the economy in order to maintain the pace of its full employment growth, curb inflation and
solving the major problems of national policy. Budget financing is the way to help with the development
of certain sectors of economy and creating preconditions for the emergence of new industries and modern
technology. During the period of independent development the Kazakhstan budget system has undergone
significant changes.

The first law “On the Budget System” stipulated the principles of the budget system, regulated the
preparation procedures, budget reviewing and approving system, as well as implementation and its
monitoring. New concepts were introduced: governmental grants, aid grants, transfers of authority, state
guarantees, loans, borrowing and debts, government and local executive power stocks. Legally, public
revenues are divided into national taxes, dues and fees, payments, local rates and charges [1].

The distribution of revenues between the government and local budgets by types of income was
conducted; government functions, funded respectively from the government and local budgets, were
distinguished. In 2005, The Budget Code was created and, nowadays, it is a single law governing all
financial procedures, starting from budgeting processes and ending with implementation and control. In
the budget code, the new principles of the budget system were laid down and pre-existing principles of
budget planning and approach to build revenue and expenditure budgets of all levels were radically
revised [2].

In the Republic of Kazakhstan the government budget plays an important role in life of the whole
country.
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This budget has 4 functions:

1) Administrative function which allows to learn the current situation of the subject which it treats
and to plan future activities;

2) Political function - the instrument of control of activities of the executive authority;

3) Legal function is the legislative tool which legally connects activities of public administration in
the sense that the legislature authorizes the executive authority to manage the state money, the amounts
allocated in the budget designate limits in which administrative activities shall be performed; [3]

4) At last, the economic function is more important, the role of a public sector in a national economic
system is more active (assignment does specific interventions and projects possible).

The budget of the State which is made of income - generally taxes - and expenses depends on work of
Parliament and the Government.

The head department of financial accounting works in the Ministry of national economy of RK and in
the Ministry of Finance of RK. There is a support and check from parliament and the government in
policy, processes and the budget liabilities which they realize. The main institutional objective is
"ensuring the correct planning and strict management of the state resources". Accounting of financial
accounting is fixed, and eventually the report of just last year is published every year: records, exits,
balance [4].

The calculation of the future financial results of performance of the segments is associated with
solving of two problems. The first is to answer the question: whether or not overhead costs will be
allocated between segments? If yes, then, in accordance with which procedure will this be? In our view
the optimal and only true solution cannot be proposed here. Each distribution model is a compromise,
effecting positively on the interests of one segment and infringing upon the rights of another one. In
addition, the indirect cost allocation obscures the real results of the business segments operation. In this
regard, we believe that overhead costs should not be distributed but covered with a total marginal income
earned by the segments.

The second problem is a choice of methods for assessing the results of the segments that are at the
beginning or in the middle of the process chain. It can be solved by the use of transfer pricing. In addition,
the planned revenues and expenditures of segments, and therefore, the final plan of profits and losses
depend on the order of recognition of expenses and income in the administrative account. All these issues
should be dealt with in the accounting policy developed for the purposes of management accounting, and
they, as it was noted earlier, do not always comply with the external accounting policies. Thus, the
operating budget development allows anticipating financial results before the beginning of the activities of
the organization’s various segments. This is an important difference between the budgeting and business
planning: while at the stage of business planning the responsibility for the results of the organization is on
its management, budgeting involves the delegation of this responsibility to the heads of the individual
entrepreneurship segments. This fact allows considering budgeting through the prism of planning
segments of the commercial organization, defining it as a process of developing cost estimates for the
individual business segments.

The budget can be developed on an annual basis (by month) and on the basis of continuous planning
(when during the 1 quarter estimate for the 2 quarter revised, and the estimate of the 1 quarter of next
yearis developed, i.e. all the time the budget is projected for the year ahead). Due to the unstable economic
situation in the country the terms of budgeting in most of Kazakhstan’s organizations are significantly
lower than in the countries with developed market economies: maximum a year, most often a quarter or a
month

The main problem of the government budget RK is Financial and economic function of the
government budget. It consists in comparing planned costs and the planned revenues of the state. Each
question shall be covered respectively with high income. At the same time, as a rule, there is no
assignment of separate income to certain expenses. As a rule, all income is intended for a covering of all
expenses.

In practice even compensation of the planned income and expenses is problematic because resource
requirement considerably exceeds the tax revenues, charges, fees, the Profit of the state entities and also
from the profit of National Bank. Equalization of the planned public expenditures on income can be
performed only due to economy of means, i.e. due to reducing the planned expenses or increase in income
(first of all, increases in taxes) and also due to increase in a national debt. Increase in taxes is possible only
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because of already high loadings of management. Expense reduction is, as a rule, unpopular and politically
difficult. Therefore gaps in a covering are, as a rule, closed by borrowing [5].

Economic and socio-political function of the government budget is performed when the means
necessary for goal achievement of economic and social policy are a part of the established budget. For
example, the purposes of an income redistribution, policy of economic stimulus, environmental policy etc.
concern them. Now in Kazakhstan it becomes more difficult to provide money for achievement of such
purposes as means of the state are substantially connected among themselves because of a heavy public
debt, the high cost of the state apparatus.

Administrative Function: the state budget is generally divided into different departments or ministries
of the state (economy, environment, defence, labour, etc.). Detailed plans of the departments subordinated
to ministries are based on this division. Thus, the budget serves financial management of our authorities,
Departments and other public institutions. According to the solution of the budget each body receives the
determined, fixed means. Use of means is, as a rule, strictly appointed. Thus, the funds allocated for
particular purposes can't be used for accomplishment of other tasks. This system has that advantage that
thus any use of means by the separate authorities and Departments is excluded. But at the same time it has
a shortcoming that the separate authorities have no or have no flexibility. Thus, department can't just use
the means saved in one place. This system often leads to the fact that once approved means will be spent
completely even if it wouldn't be necessary. Besides, temporary use of the separate amounts substantially
is offered. Thus, the adopted budget regulates nature, amount and terms of use of public funds [6].

From the moment of adoption of law "About the budget system" in the Republic of Kazakhstan 4
levels of the government budget came into forceon January 1, 2018 :

1) Republican budget

2) Regional budget, City budget of republican value, Budget of the capital city

3) Budget of the area, Budget of the cities of regional value.

4) the Budget of the rural district, village, settlement, city of district value[7].

Last level implies 2 stages:

1) Servicing of devices head of rural districts with population more than 2000 people in bodies of
treasury since January 1, 2018.

2) Since 2020 everywhere.

"Since January 1, 2018, the local government budget as the 4th level of the state budget has been
introduced in 1062 rural districts with a population of more than 2 thousand people, and from January 1,
2020, it will be introduced everywhere," said the minister of national economy Timur Suleymenov [8].

The revenue sources of the LSG budget will consist of tax revenues (individual income tax from
incomes not levied from sources of payment, personal property tax, transport tax from individuals and
legal entities, land tax from individuals and legal entities to land settlements, etc.) and non-tax revenues
(income from property lease (rent) of state property, income from the sale of communal property,
voluntary fees of individuals and legal entities, fines, May of governors for administrative offenses
provided for "On Administrative Offenses' Code of the Republic of Kazakhstan).

"Expenditures are determined at the level of spending in the Budget Code of 19 directions of the
village akim's expenses: preschool education and training, landscaping and planting of settlements,
construction, reconstruction, repair and maintenance of roads, organization of water supply to settlements
and others," the minister said.

The main feature of the Law is the mandatory participation of the local community in the
management of the budget process and the municipal property of local government.

The law provides for a mechanism for controlling the spending of budget funds by monitoring the
implementation of the budget of the rural district by a commission of the local community from among the
participants in a meeting of the local community.

Thus, mechanisms are provided for planning and controlling budget expenditures taking into account
the interests of the local community.

As the Minister of Finance noted in his speech, the basic characteristics of the project are determined
in accordance with the Concept of a new budget policy and the forecast of socio-economic development
until 2022.

Thus, the structure of budget revenues has changed qualitatively in the context of conservative
forecasts.
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According to B. Sultanov, the volume of non-oil revenues in 2018 will amount to 5 271.4 billion
tenge, which is 19.3% higher than the plan for the current year [9].

Modernization of the country's economy, stabilization of internal and external macroeconomic
situation and improvement of tax administration were the main factors of growth.The volume of oil
revenues to the budget was reduced compared to the current year by 1,901.3 billion tenge due to:

e A phased reduction of the guaranteed transfer and a refusal to attract a targeted transfer from the
National Fund;

e Decrease in the amount of revenues from ETP due to the adjustment of the oil price from $50 to
$45 per barrel.

In addition, the Minister noted that the cost optimization has been carried out, while the draft budget
ensures the implementation of all tasks assigned to the Government:

e The development of human capital through the strengthening of the social orientation of
expenditures and the fulfillment of all previous commitments;

e Technological modernization and digitization of the economy, development of the agricultural
sector, transport and logistics infrastructure;

o Ensuring the defense capability and security of the state.

B. Sultanov said that the expenditures of the republican budget in 2018 will amount to 9 217.9 billion,
which is also higher than the plan of the current year for 134.6 billion tenge.

"In the structure of expenditures, the social sector accounts for the largest share or 44.5%, which
increased by more than 400 billion tenge, compared to the current year," B. Sultanov emphasized.

Thus, the main component of growth is the increase of pensions and aids for the birth of children,
including as a result of the revision of the structure of the subsistence level and the procedure for assigning
pensions.

The development of the real sector of the economy in 2018 provides 1.4 trillion tenge. The decrease
in expenses in comparison with the current year is due to two main factors:

e Change in the sources of funding for programs from a targeted transfer from the National Fund to
non-oil revenues;

e Forecasts of the development of budgetary funds of the current and next year by the subjects of
the quasi-public sector.

Continue of the program "NurlyZhol", the expenditures in the amount of 512.6 billion tenge, of
which for 2018 - 243.3 billion tenge were provided.

It is proposed to send 208.8 billion tenge to the Housing Construction Program "NurlyZher", of which
125.2 billion tenge - for 2018.

According to the program for the agro-industrial complex development for 2018, 195 billion tenge is
provided for measures to increase the availability of financial services (subsidies), the development of
water management and veterinary medicine, and the provision of phytosanitary security.

For the implementation of the second stage of the State program of Industrial and Innovative
Development, expenditures in the total amount of 232.9 billion tenge, of which 76.1 billion for 2018 are
provided.

In 2018, 292.6 billion tenge will be allocated for the development of transport infrastructure.

To ensure the defense capability and security of the state, protection of law and order and
maintenance of internal stability, expenditures in 2018 will amount to 1 088.9 billion tenge.

As noted by B. Sultanov, the deficit of the republican budget has been reduced relative to GDP from
1.1% in 2018 to 1.0% in 2019-2020, which will allow keeping the volume of public debt at a moderate
level.

It is necessary to improve the system of performance assessment for local authorities, since currently
existing assessment systems are not intended to encourage an achievement of high results. The
development of the budget process, in accordance with the emerging requirements in the methodology and
practice of budget management, indicate the need for further improvements in the legislation of the
Republic of Kazakhstan. Parallel to this are some issues which require further development. For example,
up to the present moment, the common evaluation of budget use is based rather on the development of the
budget than on the results achieved [10].
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Significant amounts of non-targeted use of the budget suggest that they require improvement and
amendment to the articles in the Budget Code, defining the concept of the budget offense article and key
responsibilities for them, as well as the respect of the budget legislation requirements by all participants of
the budget process.

A.B. Oai6exosa’, )K.H.Epmmsonaz, I'.E.Tanan6aesa’

TaH Iy OJIMKACHI bl MUHUCTPJIITIHIH, « bl aKaIEMUSCHD) TaH TaH;
'Kazakcrau Pecniy6iukacs: Kapsx crpuirinin, «Kapxsl akagemusce» AK, Acrana, Kazakcran;
ZKOprIT Arta areianarsl Kpi3sutiopaa MmemniekerTik ynuBepeureTi, Kpissutopaa, Kasakcran

KA3AKCTAH PECITYBJINKACBIHBIH
BIOJKETTIK )KYHAECIHIH ©3TEPICTEPI MEH MOCEJEJEPI

AnHoTtamus: Kazipri yakpITTa MEMJIEKETTIK OIODKET eNAEpHiH CascH ©MipiHAe MaHBI3IBl PO aTKapaabl. OeMue
OIO/PKETTey JKOHE OHBIH KAIBINTACYBl MIHAETTI AN eCeNnTeIMEHTIH NYHHe JKY3iHAe Ka3ipri 3aMaHFbl Oipae-0ip MeMIIeKeT XKOK.
Oceblnaiiina, MEMIIEKETTIK OI0/KET — MEMJICKETTIH MaHBI3ABI Oenrinepiniy Oipi. MeMiekeTTik OI0KeT JKOCIapiIaHFaH KipicTep
MEH IIBIFBICTapIbI OSNTii Oip KBUIFA CaNBICTBIPYABI Oinnipeai. Byt OromKeT KOIKeTIMII MEMIIEKETTIK Kapa)xaTKa LIOIyAbl XKaHe
oJIapIpl MAaKCaTThl MaiJanaHyIsl KaMTaMackl3 eTelli. BlomKkeT MEeMIICKeTTIK Kap)kKbl SJKOHOMHUKACBHIHBIH HEri3i OOJIBIT TaObUIa bl.
Onjga yKiMeT »Kocrmapiiapbl HeMece casicaThl IIBIFBIHIAP MEH Kipictep TypiHae kepinic Tabamsl. Kazakcran PecrnyOmukaceiina
Bromxer kozaekci 2004 xbutrbl 24 coyipae Kabbuiianpl. byt kogekce OromkeT xyieciniy xaimsl GyHKUUsIIapbiH jxoHe Kasakcran
PecrryOnukaceiHBIH OOKETTIK 3aHHAMACBIHBIH KaFuganapblH eHri3ai. COHIBIKTaH, OIODKETTIK JKYHEHI 3epreney, OHBIH
MEXaHM3Mi XOHE TdKipuOene maiiianaHy epeKile MaHbBIBUIBIK Oonbim Tadbutazel. 2018 KbuiablH KaHTapblHIa Kasakcran
PecrryGuukaceiHbIH  OIO/DKETTIK KyHeci aWTapibIKTail esrepni. Bromker »xyiteci Typanmsl 3aH KaObUITaHFaH COTTEH OacTamm
Kazakcran Pecry0OnmkackiHna MEMIIEKETTIK OI0/KETTIH TOPT JeHreli KyIIiHe eH .

Tyiiinai ce3mep: cascu emip, KipicTep MeH HIBIFBICTap, BrompkeT komekci, OI0KETTIK XKyle, MEMIIEKETTIK OIO/DKET KoHe
OFOJDKETTIK XKYite Macerenepi.

A.B. Ouai6exosa’, )K.H.Epﬂmlsosa2, I'.E.Tanan6aesa’

'AO «Dunancosas axagemus» Munuctepersa dusancos Pecriy6mukn Kazaxcran, Acrana, Kasaxcran;
*Ke3ptopauHckmii locymapersennbiii Yuusepenter nm. KopksiT Ata, Keeiopaa, Kasaxcran

W3MEHEHMS M ITPOBJIEMbBI B BIO)KETHOM CUCTEME PECITYBJIUKH KASAXCTAH

AHHOTammsi: B Hacrosimiee BpeMsi TOCYZAapCTBEHHBIH OIO/DKET WrpaeT BaXKHYIO pOJb B IOJUTHYECKOH IKM3HH
ctpan. IIpakTudecku HET HU OJHOTO COBPEMEHHOTO TOCYIapCTBa B MUPE, B KOTOPOM COCTaBIIEHHE IOCyAapCTBEH-HOro bromkera
u ero (GopMHpPOBaHME HE CUUTAIOTCS 00s3aTenbHBIMU. Takum oOpazom, ['ocOromker sBiIseTCS OAHUM M3 Hanbojee 3HAYUMBIX
MpPU3HAKOB rocyzaapcTsa.l’ocymapcTBeHHBIN OIOMKET O3HAa4YaeT CONMOCTABICHHE 3aIUIAHMPOBAHHBIX IOXOIOB M PACXOJIOB Ha
OIpeeNeHHbIH To. JlaHHbIH OI0/PKET JaeT 0030p MMEIOIIUXCS FOCYIapCTBEHHBIX CPEACTB M UX IUIAHHPYEMOTO HCHOJIB30BAHMSI.
Bromxer sBISeTCS OCHOBOW TOCYJapCTBEHHOH ()MHAHCOBOW SKOHOMHKH. B HeM IUIaHBl WM TOJIHWTHKA IIPAaBUTEILCTBA
HPOSIBIISIIOTCS B BHJE pacxooB U 10xo10B.B PecryOmmke Kazaxcran Opu1 npunaT broukeTHsit kogeke ot 24 anpens 2004 roxa.
Jlanublii komekc BBen oOme (yHKIUHM OIOUKETHOW CHCTEMBI M NPHMHLMIBI OlomkeTHoro 3akoHonarensctBa PK. ITostomy
n3y4yeHue OI0KETHOH CUCTEMBI, €€ MEXaHH3Ma M HCIIOIb30BaHUs B IPAKTHKE MMeeT 0co0yto akTyanbHocTh.B stHBape 2018 rona
OromxerHas cucrema Pecy6nuku Kazaxcran 3HaunTensHo u3MeHmIach. C MOMEHTa IPUHATHUS 3aKkoHa «O OI0KETHON cHCTeMe)
B PecniyGnuke Kazaxcran BcTynuiu B cuily 4 ypoBHS TOCyIapCTBEHHOTO OIOKETA.

KnioueBble c/10Ba: MONMUTHYECKAs JKU3HB, JHOXOABI M pacxoisl, BIo/pKeTHBIM Kojekc, OI0MKeTHas cucTeMa, MpOOIIeMEI
TOCYIapCTBEHHOTO OI0KeTa 1 OFOJKETHOH CHCTEMBI.
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