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ANALYSIS AND EVALUATION OF THE EFFECTIVENESS
OF TAX ADMINISTRATION DURING THE CRISIS COVID 19

Abstract. State revenue is an important instrument of any government's fiscal
policy because it supports government spending on key social and economic areas.
Tax revenues received by the state come from direct taxes levied on the income and
savings of individuals and legal entities, on goods and services produced, as well as
from a number of other indirect measures to increase tax collection.

The article considers the scientific and theoretical foundations and the role of
tax administration, including, on the one hand, the procedure for collecting taxes
to the budget and providing public services by tax authorities, on the other hand,
methods and measures of preventive and control and coercive nature in settling
tax liabilities. The government of Kazakhstan needs to fulfill its growing social
obligations with limited, or as in the recent COVID-19 pandemic that caused the
global crisis, declining revenue streams. To improve the fiscal situation, the main
priority is optimal tax legislation, backed by appropriate administrative policies and
strategies to maximize tax collection.

Since tax collection, for objective reasons, enters high risk areas of lack of
effective public administration, auditing the effectiveness of tax administration plays
an important role in the field of public sector audit.

Key words: COVID 19, tax administration, tax administration efficiency,
revenue, budget expenditure.
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COVID 19-TAFIAPBICHI KE3IHJETT CAJIBIKTBIK
OKIMILLIEHIPYIIH TUIMILTITTH TAJIJIAY 7KOHE BAFAJIAY

AnHoTamus. MeMJIeKeTTIK KIpicTep Ke3-KeJNr'eH YKIMETTIH (HCKaIbIK
casicaTbIHBIH MaHbBI3/Ibl Kypajibl OOJIbIN TaObLIaAbl, OUTKEHI OJ1 HETi3r1 9JISyMETTIK
JKOHE 9SKOHOMMKAJIBIK OaFbITTaparbl MEMJICKETTIK IIBIFBIHAAPIBI  KOJIANIbI.
MemJieKeT ajaThlH CaJbIKTHIK TYCIMJEP JKeKe JKOHE 3aHbl TYJIFaNap/blH KipicTepi
MEH XMHAKTapblHaH, OHIPIITeH Tayapiiap MEH KbI3METTEPJICH aJbIHATHIH TiKeleH
CaJIBIKTApJIaH, COHJAM-aK CaNBIKTAPIbIH XHHATYBIH apTTHIPY JKeHiHzaeri Oipkarap
Oacka J1a s)xaHama mapajapaH Kei TyCeIl.

Makanana, Oip *arblHaH, OFOJDKETKE CaJIbIK XKUHAY JKOHE CaJIbIK OPTraHIapbIHbIH
MEMIIEKETTIK KBI3MET KOPCETY TOPTiOiH, eKiHIII KaFbIHAH, CAJIBIK MiHJCTTEMEJIepiH
perTeyneri eckepTy JKoHe OaKbulay-MoKOYpJIey CHIAThIHIAAFbl OicTep MeH
apaiapabl KAMTUTBIH CaJIBIKTBIK OKIMIIIICHAIPY/IiH FHUIBIMU-TEOPHUSIIBIK HET131epi
MeH peJii KapacTeipbiirad. KP YkiMmeri anemaik faraapbicTbl TybiHaaTkan COVID-19
KOPOHABHPYC IMaHJACMUSICHIMEH IIEKTEIITCH HEMEeCe TaslyJlaFbl JKaFiaiiarbiian,
Ta0bIC aFbIHIAPBIHBIH KbICKAPY YKaFIalbIH/Ia 6CIIT KeJIe )KaTKaH QJICyMETTIK MiHCT-
TEMeNIepli OpbIHAAybl KakeT. DUCKAIIBIK JKarJaibl KakcapTy VIIIH HEerisri
0achIMIIBIK THICT1 OKIMILIIIK CasiCaTIIeH JKOHE CaJIbIK )KUHAYIIbI OapbIHIIA apTTHIPYFa
OaFbpITTaIFAaH CTpATETUsIapMEH OCKITUITGH OHTAWJIBI CaJbIK 3aHHAMAChl OOJIBII
tabbuiaabl. OObEKTHBTI cedenTep OOWBIHIIA CANBIK XKHHAY THIMJIII MEMIICKETTIK
Oackapy/blH OoJIMay KayIliHIH KOFaphl cajlaChlHa KiPETIHIIKTEH, CAJIBIKTBIK OKiM-
MIUICHIPY THIMIUTITIHIH ayJuTi MEMJICKETTIK CEKTOPJbIH ayJuTi caJlachIHIa
MaHBI3JIbI POJI aTKAPAJIbI.

Tyiiin ce3gep: COVID 19, canbIKThIK 9KIMIIUICHIIPY, CANbIKTHIK OKIMIIiJICH-
JUPYIIH THIMIUTIC, OIOKETTIH KipicTepi, HIBIFBICTAPHI.
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AHAJIN3 1 OHEHKA YO®EKTUBHOCTHU HAJIOT'OBOTI'O
AIMUHUCTPUPOBAHMUS B HIEPUO/ KPU3UCA COVID 19

AnHoTanus. J[oXo/bl rOCyAapCTBa SBJISIFOTCS BYKHBIM HHCTPYMEHTOM (DHCKaIb-
HOM TOJIMTUKK JIO00TO TPaBUTENBCTBA, ITOCKOIBKY OHA MOAACPKHUBAET TOCY-
JTApCTBEHHBIE PAacXObl Ha KIFOUYEBHIE COIIMAIbHBIE M SKOHOMUYECKHE HANPaBICHUSI.
HanoroBeie mocTyruieHusi, modydaeMble TOCYyJapCTBOM, IMOCTYMAIOT OT MPSIMBIX
HAJIOTOB, B3MMAaEMBbIX C JIOXO/IOB U HAKOIUICHUN (DU3MUECKHUX U FOPUINYCSCKUX JIHII,
C TIPOM3BEICHHBIX TOBAPOB U YCIYT, a TAaKXKe U3 psAla IPYrMX KOCBEHHBIX MEp IO
MOBBIIIEHHIO COOMPAEMOCTH HAJIOTOB.

B crarbe paccMOTpeHBI HAay4HO-TEOPETHUYECKHE OCHOBBI U POJIb HAJIOTOBOTO
aJIMUHHCTPUPOBAHMS, BKIIIOUAIOIIEE, C OJHOH CTOPOHBI, TOPSJOK cOOpa HAJIOTOB
B OIO/DKET M OKa3aHUs rOoCyJapCTBEHHBIX yCIyT HAJIOTOBBIMH OpraHaMH, C JIPyroi
CTOPOHBI — CTIOCOOBI ¥ MEPHI MPEAYIPEAUTETHHOTO U KOHTPOJIBHO-TIPUHYAUTEIHHOTO
XapakTepa B YperyJMpPOBaHUSIX HAJOrOBbIX 00s3aTenbeTB. [IpaButenbetBy PK
HEOOXOMMO BBITIOJIHSTH PACTYIIHE COIATIbHBIE 00513aTeIbCTBA [TPU OTPAaHHYCHHBIX,
WU KaK B HEJaBHEM IOJIOKEHUH ¢ maHaemMueit koponasupyca COVID-19, Bei3BaB-
IIEr0 MHUPOBOM KPHU3UC, COKPAIIAIOMIMXCS MOTOKaX MOXOA0B. Jlmst ymydimeHus
(bucKaIbHOM CUTYallM OCHOBHBIM IPUOPUTETOM SBIISIETCA ONTHUMAJILHOE HAaJIOTOBOE
3aKOHO/ATENIbCTBO, MOIKPEINIEHHOE COOTBETCTBYIOIIEH aIMUHUCTPATUBHOM MONH-
TUKOH W CTpaTerusiMu, HallpaBJICHHBIMU Ha MAKCUMH3aLIUI0 cOOpa HAJIOTOB.

ITockonbky cO0p HATOTOB MO OOBEKTUBHBIM MPUYNHAM BXOAHUT B 0OJIACTH BBICO-
KOTO pHCKa OTCYTCTBHSI 3()()EKTHBHOTO TOCYIapCTBEHHOTO YIPABICHUS, aYyTUT
3G PEKTUBHOCTH HAJIOTOBOTO aMUHUCTPUPOBAHUSI UTPACT BAKHYIO POJIb B 00IAaCTH
ayJUTa rocy1apCcTBEHHOTO CEKTOpa.

Kirouessbie ciioBa: COVID 19, HanoroBoe aiMUHHCTpUpOBaHHE, 3P HEKTHBHOCTD
HaJOTOBOTO aJIMUHUCTPUPOBAHUS, IOXO/IbI, PACXO/IbI OIO/KETA.

Introduction. In the structure of republican budget revenues, the main components
are tax revenues and receipts of transfers, the total share of which over the past seven
years has averaged 96.6% and at the end of 2021 almost reached 98% (Beisenova et
al., 2020).
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Tax receipts assume more than half of the republican budget revenues. Their share
in the structure of republican budget revenues from 2015 to 2021 averaged 56.1%.
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Figure 1. Dynamics of tax revenues to the national budget for 2015 - 2021, billion tenge
Note - developed on the basis of the source (Regulatory Resolution of the Accounts Committee for
Control over Execution of the Republican Budget, 2016)

It should be noted that in the dynamics there is a period of reduction of tax
revenues, which coincides with the period of slowdown of economic growth of
the country, associated with the global economic crisis caused by the pandemic
COVID-19 in 2020. The share in taxes declined, which is due to the increase in
transfer receipts during this period and, consequently, an increase in their share.
(Regulatory Resolution of the Accounts Committee for Control over Execution of
the Republican Budget, 2020).

The marked pre-pandemic period saw steady economic growth, with an average
annual growth rate of gross domestic product exceeding 14%. Between 2015 and
2019, tax revenues increased 2.1 times from 3,332.9 billion tenge to 6,835.5 billion
tenge with an average annual growth rate of revenues of 19.8%.

8 000,0

7000,0 o * Other tax payments
6 000,0 .
5 000,0 . ™ Excises
4000,0 Bl
3000,0 ]
2000,0 Receipts for the use of natural
1 000,0 and other resources
0,0
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Figure 2: Dynamics of tax revenues to the national budget by type of tax for 2015 - 2019,
billion tenge
Note - (Regulatory Resolution of the Accounts Committee for Control over Execution of the
Republican Budget, 2020).
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Research Material and methods. The methods used are general scientific and
special, such as: a system analysis method; content analysis method; comparative
analysis method; analysis and synthesis method; system approach method.

Results and discussions. There was a slight change in the structure of tax
revenues, shown in Figure 5, namely the excess of the share of revenues from value
added tax over corporate income tax. Thus, value-added tax receipts were 39.8% in
2021 and corporate income tax receipts were 29.7%. This change in the structure
of tax revenues is explained by the reduction of the tax burden on the non-resource
sector of the economy (National Audit Office of Lithuania: Strategic Study of the
Tax System, 2018).

On the instructions of the Head of the State, the Government took measures
concerning taxation and tax policy. Table 1 shows the measures to support taxpayers
during the pandemic, which relate to taxes paid to the national budget.

Table 1 - Measures to support taxpayers during the pandemic

Type of tax Tax exemption Subject Tax Relief period
The right to exceed Mining (except for those
the amount of actually extracting hydrocarbons),

Corporate income tax calculated CIT for 2020 over | mining and metallurgical |01.01.2020 —
the amount of calculated enterprises included in 31.12.2020
advance payments by not the list for monitoring of
more than 33%. large taxpayers

Persons importing goods

VAT on domestically The rate of 8% included in the list of 27.03.2020 —

produced goods socially important food 01.10.2020

products

Excise duties on Producers exporting

gasoline (except for gasoline (excluding jet

. . . . 27.03.2020 -
aviation gasoline) and | Exemption from payment fuel), diesel fuel
. 31.12.2020
diesel fuel sold for
export
Resident taxpayers of the
VAT for non-resident | Exemption from payment Srfg ;gbeltlfici?lfalii?srs};tg:r 2}?3;858
transport activities
Importers of spare
parts for aircraft
VAT on imported Exemption from payment (engines, power units, 01.06.2020 —
goods heat exchangers, radio 31.12.2020
altimeters, radars, sensors,
housings)
Mining (except for those
Amount of refund of ex.trjacting hydrocarbqns),
. T mining and metallurgical |01.06.2020 —
VAT excess VAT in a simplified L ;
o enterprises included in 31.12.2020
procedure up to 80% the list for monitoring of
large taxpayers
Note —(Audit Conclusion from Audit No 18/07, 2018), (6Presidential Decree No. 1445, 1978)
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The pandemic, which caused a decrease in business activity and taxpayers'
profitability, caused a 23% drop in monthly tax revenues to the national budget from
April to December 2020 on average compared to the same period of the previous year.

Compared to 2020, an increase in taxes was recorded. Due to dependence on the
level of world commodity prices that are highly volatile due to favorable conjuncture
on global financial markets, increase of tax proceeds for 2021 by 26.6% or KZT 1
482.1 bn as compared with the previous year is observed.

As of the end of 2021, the republican budget received 7,057.9 billion tenge in the
plan for 6,913.8 billion tenge in taxes, thereby exceeding the pre-pandemic level of
receipts by 3.3%. The sum of overfulfilment of the plan made up 144,1 billion tenge
or execution of the plan made up 102,1%. (ASEANSAI Research Project Report on
Revenue Audit, 2016), (The National Assembly of the Socialist Republic of Vietnam,
Law No. 81/2015).

Table 2 - Execution of tax revenues of republican budget in 2021, billion tenge

Tax revenues Plan Fact | % of performance | Deviation from the plan
Total tax revenues 6913,8(7057,9 102,1% 144,1
Corporate income tax 1870,212095,8 112,1% 225,5
Value added tax 3036,1 |2 807,7 92,5% -228.4
Taxe?s on int§mationa1 trade and 1344.4| 14830 110,3% 138.6
foreign operations
Receipts from the use of natural and 487.0 | 4952 101,7% 8.2
other resources
Excise taxes 116,9 | 111,3 95,2% -5,6
Other tax receipts 59,2 65,0 109,8% 5,8

Note — (HM Revenue & Customs, The tax gap and compliance yield — what they are and how they
relate, 2021), (National Audit Office of the United Kingdom, Report by the Comptroller and Auditor
General, HM Revenue & Customs 2020-21 Accounts, 2021)

The largest over-fulfillment was demonstrated by corporate income tax, which
came in at KZT 2,095.8 billion under the plan of KZT 1,870.2 billion, exceeding the
plan by 112.1%. In comparison with 2020, the income increased by 533.7 billion
tenge or growth rate of 34.2%. Increase of revenues for 2021 compared to the
previous year is mainly connected with increase of prices for main export items.

State Revenue Bodies on an ongoing basis is working to improve the administration
of value added tax by making changes in tax legislation that involves transparency
in the procedure for tax authorities to refund value added tax, as a result of which
the rate of refund of value added tax to taxpayers from the budget will improve
significantly.

According to the current legislation accelerated refund of value added tax from
the budget without a tax audit is made to large taxpayers, which are in tax monitoring,
as well as commodity exporters and producers of their own production, which are
in the list approved by the authorized bodies. The simplified refund procedure takes
fifteen days (Resolution No. 141 "On measures to implement Presidential Decree
No. 287, 2020), (Law of the Republic of Kazakhstan, 2020).
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Figure 3. Structure of tax revenues to the national budget in 2021.
Note — (Statistical reporting data of the State Revenue Committee of the Ministry of Finance of

the Republic of Kazakhstan), (Conclusion to the Report of the Government of the Republic of
Kazakhstan on the execution of the national budget for 2020, 2021).

The share of value added tax in the total tax revenue structure for 2021 decreased
by 5.6% compared to 2020. The share of corporate income tax increased by 1.7%.
The share of taxes on international trade and foreign transactions increased by 4.4%.

Based on the above analysis, we can conclude that the share of value added tax
and corporate income tax prevails in the structure of tax revenues. The insufficiently
diversified structure of tax revenues predetermines greater exposure of budget
revenues to external shocks and shocks.

In order to provide greater protection against potential shocks, a diversified
structure of tax revenues should be sought.

Steady increase in the share of transfers to the republican budget strengthens
the dependence of execution of the revenue part of the budget on the indicators of
financial and economic performance of oil sector organizations, which, in its turn,
depends to a high degree on the situation on the world markets of raw materials.
In addition, a steady increase in transfer revenues increases the risk of reducing
incentives for improving tax collection from non-oil sector organizations.

According to the results of 2021 in the context of economic sectors, the largest
specific weight of tax revenues of the republican budget (26%) falls on the enterprises
of the mining industry. Thus, dependence of the budget on the conjuncture on the
raw materials markets and trends of development of this sector of the economy are
the determining factors of formation of the republican budget revenues.

The systematic problem of planning and execution of the budget is under- and
over-payment of tax revenues.

Arrears in tax revenues to the republican budget as of January 1, 2021 amounted
to 113,6 billion tenge, having decreased by 50,9 billion tenge or 31% as compared to
the analogous period of 2020.

The main share of arrears is formed by the value added tax and corporate income
tax.
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Figure 4: Dynamics of tax arrears to the national budget for 2018 - 2021.
Note — (Sembieva et al., 2019).

It should be noted that the analysis of the level of arrears during 2020 showed
a pronounced tendency of decrease in the indicators of arrears on the dates of the
reporting period, with its subsequent growth, that is, on each reporting date the level
of arrears systematically decreases significantly compared to the date of the month
preceding the reporting one.

The next problem is the growth of overpayment of corporate income tax arising
at the expense of paid advance payments. For years there is an uneven receipt of
taxes to the budget. The main receipts are in November and December of the fiscal
year. For example, in November 2021 the tax receipts to the republican budget were
1.6 times more than the average monthly tax receipts for that year and amounted to
965.9 billion tenge (Sembieva et al., 2019).

Conclusion. Analysis of the causes and conditions contributing to violations
showed that the desire of state revenue authorities to reduce the amount of arising
on the reporting dates under- and overpayment of tax revenues to the republican
budget through unreasonable actions leads to manipulation and pseudo-reduction of
the balance of under- and overpayment.

Reductions in budget revenues have a tremendous impact on the nation's
fiscal policy and development program. Such reductions, especially as a result of
tax evasion, cannot be detected solely by the tax authorities. Thus, the Accounts
Committee at the level of the State Revenue Committee and the audit commissions
at the level of territorial departments and state revenue offices play an important
role in identifying and eliminating declining tax revenues. Audit of efficiency of
tax administration by external state audit bodies is necessary as a third-party lever
in increasing tax revenues and control of state revenue bodies in fulfilling their
obligations on effective administration of tax system.

There are problems and shortcomings in the tax administration system, such
as errors and shortcomings in the tax revenue forecasting process, problems in the
rehabilitation and bankruptcy processes, stable discrepancies in the "mirror statistics"
with China, etc.
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It is recommended to fix in the Tax Code of the RK the concept of "tax potential"
used in tax administration, different from the already used concept for the purposes
of inter-budgetary equalization, which will mean the maximum amount of tax
payments to be received under the current budget and tax legislation of the Republic
of Kazakhstan. The central authorized state and budget planning authorities are
proposed to assess the compliance gap and the gap in tax expenditures (benefits) in
relation to the main types of tax payments.

It is recommended that tax authorities use advanced analytics to combat overdue
tax returns and in the collection of tax arrears. In recent years, coinciding with a
significant increase in data, OECD tax authorities have begun using a range of
techniques to identify proactive and reactive actions to help taxpayers meet their
obligations. Advanced analytics are increasingly being used as a tool to help combat
the shadow economy.
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