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TRANSFORMATION OF THE MECHANISM OF TAX
REGULATION IN ORDER TO IMPROVE THE STANDARD
OF LIVING OF THE POPULATION

Tax regulation is a crucial factor in driving economic growth
and societal cohesion by effectively balancing fiscal responsibilities
and incentivizing behavior. The collection of financial resources
through taxation serves the dual purpose of meeting fiscal needs and
facilitating strategic goals in public financial management. In today’s
context, establishing a strong connection between tax regulation and the
improvement of living standards is essential.

Enhancing the framework of tax regulation mechanisms can
significantly impact socio-economic dynamics by ensuring taxation is
adaptable to evolving circumstances. Fiscal authorities must prioritize
improving the quality of tax administration and refining models for
managing state tax risks.

This article seeks to refine the mechanisms involved in shaping and
implementing tax regulation with the aim of improving living standards.

The study proposes that providing accessible and reliable information
about tax policies and budget allocations can foster greater societal tax
responsibility. Transparency in government spending helps alleviate
concerns about the prudent use of taxpayer funds, ultimately influencing
people’s livelihoods positively.

Keywords: tax regulation, standard of living, tax policy, taxes,
economic development, social stability.
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Introduction

Since gaining independence in 1991, Kazakhstan has demonstrated an
impressive growth trajectory. According to World Bank experts, in less than
two decades, the country has managed to achieve the status of an upper-middle-
income country.

It seems that the country’s fiscal system responds better to crisis situations,
but does not prove its full effectiveness during periods of stability. International
experts highly appreciated the decision of the Government of Kazakhstan to
include restrictions on the growth of costs, as it is easy to implement and control.
As practice shows, many European states and countries of the Organization for
Economic Cooperation and Development use this tool as a good addition to the
target indicator of non-oil deficit.

Numerous scholars are focusing on issues concerning the efficacy of
public administration, governmental trust, the anti-corruption drive, and their
repercussions on tax dynamics.

To gauge the transparency of governmental financial data, scholars employ
the Financial Transparency Index (GFS-Index), assessing the accessibility and
comprehensiveness of information pertaining to statistical data on public finance
conditions, aligning with global standards [1].

The identification of the impact of tax policy on the standard of living of the
population should be preceded by the definition of the essence of the tax policy
itself. The system of measures should be understood as those carried out by the
State in the field of taxes and taxation. Tax policy is also considered as a set of
economic, financial and legal measures of the state to form the country’s tax
system to meet the financial needs of the state, individual social groups of society,
as well as the development of the country’s economy through the redistribution
of financial resources [2]. It is meant as an integral part of the state’s economic
policy aimed at forming a tax system that ensures economic growth, promotes
harmonization of the economic interests of the state and taxpayers, taking into
account the socio-economic situation in the country. Generalization of the above
definitions makes it possible to define tax policy as a set of state actions based
on the mechanism of tax (as an economic category) and taxation (as a process) in
order to achieve economic and social goals.

Materials and methods

The study employs a systematic approach along with comparative analysis,
synthesis, logical reasoning, and scientific abstraction methods. Statistical analysis
techniques were utilized to examine shifts in tax policy and their effects on the
populace’s living standards.
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The construction of an empirical model will begin with the definition of
dependent and independent variables. The dependent variable will represent the
level of tax compliance in each country, which can be measured, for example, as
a share of tax revenues in GDP or as a percentage of declared taxes in relation
to total taxes.

The independent variables will include various indicators of tax regulation,
such as tax rates, tax benefits, administrative penalties, etc. Financial transparency
indicators such as the availability of financial statements, the degree of corruption
in the country, etc. will also be included. In addition, other socio-economic
parameters that may affect tax compliance will be considered, such as the level
of economic development, unemployment rate, education level, etc.

Next, a statistical analysis of the data will be carried out, including an
assessment of correlations between dependent and independent variables, as well
as the construction of a regression model. This model will allow you to determine
which factors have the greatest impact on the level of tax compliance in different
countries.

As a result, the empirical model will identify important patterns and factors
that determine the level of tax compliance, and provide a basis for developing
effective strategies to improve tax policy in various countries.

Results and discussion

As a separate component of the country’s tax policy, tax regulation should
be considered, which constitutes a purposeful influence of the state on economic
participants. The effectiveness and efficiency of tax policy in general and in
the sphere of regulating the standard of living of the population in particular is
evidenced by its effectiveness. At the same time, it is necessary to distinguish
between its economic and social components. The economic efficiency of a tax
policy is the ratio of its useful economic result (effect) to the cost of obtaining
it. The indicator of the social effectiveness of tax policy can be designated as the
ratio of the social effect of tax policy to the total expenditures of tax subjects on
improving the social sphere, which led to the achievement of this effect. Achieving
a high level of the latter is one of the main priorities of State policy. Based on the
above, the purpose of the article can be formulated as a justification of the system
of factors that determine the socio-economic effectiveness of state regulation of
the standard of living of the population using tax policy tools. The substantiation
of the essence of tax regulation of the standard of living of the population and its
main directions is shown in Figure 1 relations through means and instruments of
tax policy [3].
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Figure 1 — The essence and directions of tax regulation of the standard
of living of the population
Note: Compiled by the authors

Tax regulation has an impact on all components of the economic and social
spheres, one of which is the standard of living of the population. The specific
level of socio-economic efficiency is determined by a combination of factors.
By its essence, a factor can be defined as a condition, the driving force of any
process, phenomenon [4]. Some sources specify that the factor is the specified
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condition, the driving force that determines the nature of the phenomenon or its
individual features [5]. The modern economic encyclopedia characterizes a factor
as an essential circumstance in any process or phenomenon. Agreeing with the
above definition, a Large Economic Dictionary clarifies that a factor is an initial
component of something. A factor should be understood as a significant objective
causal phenomenon or process in production, under the influence of which the
level of its effectiveness changes. Therefore, a factor should be considered as any
phenomenon or process that affects the effective

Taking into account the above definitions, it is possible to characterize the
factors of socio-economic efficiency of tax regulation of the standard of living
of the population as factors manifested in a specific manifestation of the tax
mechanism and the taxation process characteristic of the country (Figure 2).

The socio-economic effectiveness of tax regulation of the standard of living
of the population is determined by the socio-economic climate in the country and
the conditions of taxation in particular. So, the more the country’s economy is
developed (economically) and is close to a socially oriented type, the more it is
socialized (which is impossible at a low level of economic development), the more
significant the issues of social development will occupy and, accordingly, the more
attention will be paid to the problems of social effectiveness of measures of state
regulation of the economy. Significantly lower rates of economic development
require a focus primarily on ensuring economic efficiency, a high level of which
(with a correspondingly high level of socio-economic development of the country)
in the future is the starting platform for improving the social effectiveness of
public policy.

253



TopaiireipoB yHHBepcuTeTiHiH Xadapmsbichl, ISSN 2710-3552  Dxonomuxanvix cepusi. Ne 2. 2024

Figure 2 — The system of factors of socio-economic efficiency of state
regulation of the standard of living of the population by means of tax policy
Note: Compiled by the authors

Citing statistical data on the low progressiveness of income indicators, it
can be noted that the revival of total tax revenues in Kazakhstan is currently at a
level below one (0.74). At the same time, the direct tax in Kazakhstan is one of
the least progressive. In addition, most tax collections in Kazakhstan do not keep
pace with the growth of gross domestic product (GDP), and productivity in value
added tax (VAT) lags behind.
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Table 1 — Tax and social payment rates for 2018-2024

Rate 2024 2023 2022 2021 2020 | 2019 2018
Corporate 20 % 20 % 20 % 20 % 20 % 20% 20 %
income tax
Individual 10 % 10 % 10 % 10 % 10 % 10 % 10 %
income tax
VAT 12 % 12 % 12 % 12 % 12 % 12 % 12 %
Social tax 9,5 % 9,5 % 9,5 % 9,5% | 9,5% 9,5 9,5 %

%
Social 3,5% 3,5% 3,5% 35% | 3,5% | 3,5% 3,5%
contributions

Note: Compiled by the authors

According to the review, social protection is one of the largest components
of the general state budget. It grew from 4.9 % of GDP in 20062009 to 5.5 % in
2018-2021. Targeted social assistance has the best results, as it brings the greatest
benefit to socially vulnerable segments of the population, which primarily affects
social indicators (Figure 3).

Figure 3 — Dynamics of changes in the main social indicators
for the period 2018-2024
Note: Compiled by the authors

The current income situation of the population has a negative trend. Despite
the constant positive dynamics of nominal incomes from 39.2 thousand tenge
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in 2010 to 152.5 thousand tenge in 2022, the growth rate of real incomes of the
population is decreasing (6.4 % in 2019, 4.3 % in 2020, 4.1 % in 2021, 3.5 % in
2022). This is due to a slowdown in economic growth (-2.5 % in 2020, 4.3 % in
2021, 2.7 % in 2022) and high inflationary pressures (7.5 % in 2020, 8.4 % in
2021, 20.3 % in 2022), which persisted in 2023. At the same time, it should be
particularly noted that food inflation is increasing and has a significant impact on
the solvency of the population.

The gap in GRP between the regions remains. For example, if in terms of
GRP in 2010, Almaty was 8.7 times larger than the North Kazakhstan region,
then in 2022 the gap was already 10 times larger. In terms of GRP per capita, the
gap in regional inequality is even more significant. For example, this indicator in
Atyrau region in 2022 was 17 times higher than in Turkestan region.

The methodology for assessing the socio-economic effectiveness of tax
regulation of the standard of living of the population should consist of several
successive stages, starting with determining the purpose and choosing the object of
regulation (a separate component, a side of the standard of living of the population)
and researching its condition and ending with- the account of certain performance
indicators, among which there must necessarily be a payback period for possible
budget losses (due to the provision of tax benefits to subjects of economic relations)
and a period for achieving the goals of tax regulation.

Taking into account the diverse array of factors impacting tax compliance, we
suggest developing a comprehensive model that integrates specific characteristics
of individual taxpayers and broader country-level variables [6]. To construct this
model empirically, we’ll proceed as follows: first, we’ll assess the variation in
the dependent variable on a national scale.

where

In this formula:

is dependent variable,

is average tax morale,

is an individual error.

Subsequently, the model may take the following form:

For=w, +wy, @+,
where

256



Becruuk Topaiirsipos yHusepcurera, ISSN 2710-3552 Oxonomuueckas cepus. Ne 2. 2024

Wy =HL 'a._.EI + ¥

The empirical model we’ve constructed involves a combination of variables
at both the individual and national levels. These variables, denoted as A and S
respectively, encompass various fiscal characteristics. By employing a multi-level
approach, we aim to uncover how different factors influence tax compliance. Our
model seeks to identify potential correlations, allowing us to determine whether
there’s a relationship between fiscal transparency and the prevalence of tax evasion.

To assess fiscal transparency, we’ll rely on the fiscal transparency index
[7], which relies on data from the International Monetary Fund’s annual Public
Finance Statistics (GFS).

Table 2 — Building an empirical model

Country The average GFS The level | Tax rev- | GDP per | Tax bur-
deviation Index | of corrup- | enues as | capita A4 | den AS
of tax morality | Al tion in the | % of GDP
B country | A3

A2

Turkey 9.7 66.67 0.05 20.38 10851.23 | 29.98

Finland 8.86 50 2.35 21.85 44280.48 | 36.17

Singapore 8.45 33.33 2.17 11.69 3811741 | 44.6

Norway 2.85 83.33 1.97 28.2 88519.09 | 95.67

India 7.97 27.78 -0.28 8.95 859.34 41.26

USA 9.12 54.89 1.28 9.43 47177.01 | 90.45

Japan 9.64 100 1.46 9.07 44970.74 | 46.04

China 8.91 5.56 -0.6 10.49 4142.04 27.79

Kazakhstan 8.41 33.33 -0.98 13.08 6107.71 45.18

South 7.61 33.33 0.13 14.17 7434.36 55.66

Africa

Tax revenues as a percentage of GDP typically exhibit growth as GDP increases.
Initially, this correlation seems logical, as a higher GDP enables the state to offer
more public goods to its citizens. As a result, when taxpayers perceive that taxes are
being used effectively, they are more likely to fulfill their tax obligations. However,
in situations where budgetary funds are utilized inefficiently, leading to the state’s
failure to deliver promised social benefits, there may be a paradoxical effect [8].

In our model, we observe a negative coefficient for budget transparency.
This indicates that as the transparency of budget spending increases, there is a
decrease in the average deviation from tax morality. In simpler terms, higher
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financial transparency is associated with greater adherence to tax obligations [9].
Transparency in budgetary matters plays a pivotal role in fostering a culture of
tax compliance and enhancing the government’s legitimacy.

Table 3 — Regression coefficients of the empirical model

# Variable Regression coefficient
1 B 0.7

2 Al -4.7025

3 A2 1.0235

4 A3 -2.5445

5 A4 -3.9001

6 AS - 1.4155

The relationship of the variable with undisclosed factors in our current model
shows a significant coefficient (0.7). This implies that not all factors accounted
for in our analysis affect tax morality.

As a result, the positive correlation between tax morality and budget
transparency suggests that taxpayers are less likely to resort to tax evasion when
they have clear information about how their taxes are utilized. This fosters a
collaborative spirit among stakeholders involved in the taxation process.

There are two main problems in Kazakhstan’s fiscal policy.

The first is stimulating demand without supply, which leads to an increase
in inflation and imports. It is necessary to stimulate production.

The second problem is the decrease in the share of tax revenues in GDP.

This suggests that the tax burden on businesses is reduced due to the constant
creation of benefits for the sector. From the point of view of stimulating business,
this may be good, but we see that it does not work for the better. Changing the
tax policy and the new tax code is absolutely the right decision. It is necessary to
completely change the tax structure and bring it in line with the standard of the
OECD countries. It is necessary to raise VAT, no matter how painful it may seem,
and introduce a progressive income tax system [10].

In order to increase efficiency and targeting, a mechanism is being introduced
for a proactive format of support for socially vulnerable segments of the population.
The measures developed are aimed at improving the level of well-being and quality
of'life in each region and for each citizen, increasing the involvement of the private
sector in the socio-economic development of the country, as well as improving
monitoring, increasing transparency and responsibility of public authorities.

Conclusion
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Taxation plays a pivotal role in shaping economic development and social
stability within society. It serves as a potent tool for regulating the flow of economic
activities and ensuring equitable distribution of resources among various segments
of the population. The implementation of tax policies relies on a complex network
of institutional mechanisms aimed at managing the redistribution of social wealth.

In light of globalization, there arises a pressing need to enhance the forecasting
and planning of tax policy measures. This entails developing robust frameworks
to anticipate and respond to the evolving dynamics of the global economy. By
bolstering the adaptability of tax regulation, policymakers can better align fiscal
policies with broader economic objectives.

To enhance tax regulation and optimize state budget revenues, it is
imperative to refine the quality of forecasting macroeconomic indicators and
revenue projections. This involves leveraging sophisticated analytical tools
and methodologies to accurately gauge economic trends and anticipate revenue
fluctuations. Additionally, efforts should be directed towards enhancing the
efficiency of tax collection mechanisms and implementing measures to curb tax
evasion and arrears.

A balanced tax policy is essential for fostering sustainable economic growth
and social welfare. It should be grounded in a systematic approach that considers
the interplay of various tax-related factors, including fiscal sufficiency, neutrality,
stability, and efficiency. By adhering to these principles, policymakers can ensure
that tax policies contribute positively to the overall development and stability of
the country.
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Hao2U 8 PA3HBIX POPMaAx, Ymo u obecneuusaemcsi PucKaibHou QyHkyuell.
Ilepsoouepednvim signsiemes gopmuposanue cmpamecuieckux yenet
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HA02080U NOAUMUKU 01 OOCMUNCEHUs yenell 20Cy0apCmeeHH020
Gunancosoco ynpasnenus. Heobxooumvim 6 axmyanbHbIX YCLo6UsX
AeIsIeMCA 0becneueHue 83aUMOCEA3U MENCOY HANO20BbIM Pe2yIUPOSaHUem
U NOBBIUUEHUEM YPOBHS JHCUIHU HACENEHUS.

HanvHeiiuiee paszsumue noioxceHull KacameibHo paspabomiu
MeXaHUu3Ma HAL0208020 Pe2yAUpPO8AHUA NO3B0IAUNM NOBbICUMD
cmenenb a0anmueHOCMU BIUAHUSL HANO2000N0MHCEHUA HA COYUATLHO-
IKOHOMUUECKYIO cpedy. BasicHvimu npuopumemamu O0esmenbHOCmu
DUCKATLHBIX OP2AHO8 ABIAIOMCSA YIYHUIEHUE KAYECHBEHHO20 YPOGHS.
MEXAHUBMA AOMUHUCTPUPOBAHUS HATIO208, YCOBEPULEHCIBOBAHUE MOOEU
20CYO0apCmEeHH020 HAI0208020 PUCK-MEHEONCMEHMA.

Lenvio cmambu sa61aemca co6epuleHCmEo8aHUe MexaHu3ma
hopmuposanusa u pearu3ayuy HaI0208020 PeYIUPOBAHUA COYUATLHO-
IKOHOMUHECKO20 PA3GUMUSL CIPAHDBL 8 YETAX NOBLIUEHUS YPOGHS HCUSHIL
HaceneHus.

Tunomesa uccnedo8anust 3aKI0OUAEMCsL 8 MOM, MO HATUYUEe NOTHOU U
00CMOBePHOU UHGDOPMAYLL O IPOBOOUMOLL HAIO2080UL NOIUMUKE, PACXO008AHUU
0100xCcemubix cpedcms 6ydem cnocobCcmeosams NOGbLIULEHUIO YPOBHS
HAI020601i OMBEMCMEEHHOCMU 8 0DWecmee, NOCKONbKY bojlee Npo3pauHast
UHpoOpMayus 8bizbI8AE MEHbUIE COMHEHU 8 PAYUOHATLHOM UCHOIb306AHUU
20Cy0apcmeom cpeocms HaAL020NIAMeNbWUK08 U COOMBEMCMBEEHHO
OMPANCAMBCS HA HCUSHU HACETCHUA.

Kniouegvie cnosa: nanocogoe pecynuposawiie, yposeHb HCUZHU,
HAN0208asi NOTUMUKA, HALO02U, IKOHOMUHECKOe pazeumue, COYUdIbHAs
cmadunbHOCM®.

*I". A. Maynenbepouesa’, JI. A. Omapbakueé’, U. M. Baybexosd’,
U. E. Kooicamkynosa’

12 «Typan» yuusepcuterti, Kasakcran PecryGiukacs!, AIMaTH K. ;
34 M. OyesoB arsiHmarsl OHTYCTiK Kaszakcran yHHBEpCHTETI,
Kazakcran Pecryomikacel, LIIBIMKEHT K.

05.04.24 x. 6acnara TYCTI.

01.05.24 . Ty3eTyaepiMeH TYCTI.

28.05.24 x. O6achII mIBIFapyFa KaObUIIAH/bL.
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KA3AKCTAHHBIH BIOI’KET-CAJIBIK CAJIACBIHBIH
AIIBIKTBIFBIH KAMTAMACBI3 ETY MOCEJIEJIEPI

Canvikmuly pemmey QUCKaIOblK dHCoHe bIHMALAHObIPY ULb
dyukyusanapoviy mene-menoizine KOJl JHCEmKizy apKblibl IKOHOMUKATBIK,
oamy MeH aleyMemmiK mypaKmsliblKmol KAMMAMACLL3 ememin Heeizel
¢daxmop 6onvin mabwvinadvl. Kapocel pecypcmapvl KOpiapblHbLH
HCUHAKMATY KO30epi PucKanovlK yHKYusMeH KaMmamacol3 emilemin
apmypai HelCAHOapOasvl canblKkmap boavin mabwiiadsi. Memaexemmix
KapocwliblK Oackapy MakcammapvlHa Ko JCemKizy YWiH Cauvlk
CAACAMbIHBIY CIMPAMESUSLIBIK MAKCAMMAPbIH KAILINMAacmulpy OipiHui
Kesexmezi Minoem 60vin mabwiiadsi. CanblKmvix pemmey MeH XaaAblKHblY
oMip cypy OeHeelliH apmmblpy apacbiHOazvl 03apa 6AUIaHbLCIbL
KamMmamacols emy 63eKmi scagoaunapoa Kaxcemmi 60avin maowiiaobi.

Canvikmulx pemmey memicin 23ipieyee Kamvicmol epexcenepoi 00aH
api Oambimy Canvlk CanyObll 2NeYMeMmiK-9KOHOMUKATLIK OPMAZA ICEPIHIY
betiimOeny Oapedicecin apmmuipyea MYMKIHOIK bepedi. Duckanovlk
opeanoap KvizMeminiy Mayvl30vl 6ACbIMObLIKMAPbL CALbIKMAPObl
IKIMUWIIIEHOIPY MemIiiHIY Cananvlk 0eH2eliiH JHCaAKCapmy, MemaeKemmiK
CANLIKMbIK, MIYEKeN-MEHEONCMEHTN MOOCIIH HCemInoipy 601bln madwvLiaowl.

Banmuiy makcamol xanvixmoiy omip cypy Oeyeeilin apmmuipy
Makcamovinoa enoiy aneymMemmiK-9KOHOMUKAAbIK OAMYbIH CATbIKMbIK
pemmeyoi Kaiblnmacmulpy JHCaHe iCKe acblpy memizin sceminoipy 60mvin
maowLIaobl.

3epmmey0diy cunomesacvl HCypeizinin HaAmKaH Caiblk Cascamol,
0100dcem Kapajicamuvll JHCYMcay mypaibl MOLbIK HCIHE CEHIMOI
aknapammoly 601ybl KO2AMOA&bl CANbIK JHCAYANKEPULTIZIHIY OeHeelil
apmmulpyza blKnanl emeoi, oUMKeHIi HeeYPIbIM AuUblK, AKNApam Caublk
meneywinepoiy Kapascamoli MemaeKemmiy Ymovlmovl nauoaianybiHd
KYMaH myevl30atiobl JcaHe MUuiCiHule XATblKmbvlY OMIpiHe acep emeoi.

Kinmmi cezoep: canvikmolx pemmey, emip cypy OeHeelli, canvlk
cascamvl, CAnbIKMap, SJKOHOMUKALLIK OAMY, d7IeYMEMmiK MYpaKmuLiblK.
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