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THE FINANCIAL SELF-SUFFICIENCY OF THE WESTERN
KAZAKHSTAN REGIONS AND MECHANISMS OF THEIR SELF-
DEVELOPMENT

Zaure K. Chulanova — PhD in Economics, Leading Researcher, Institute of Economics CS MSHE
RK, Kazakhstan, e-mail: zaure.ch@mail.ru, ORCID ID: https://orcid.org/0000-0001-9333-7582;
Nursaule Zh. Brimbetova — PhD in Economics, Associate Professor, Leading Researcher, Institute
of Economics CS MSHE RK, Kazakhstan, e-mail: nbrimbetova@mail.ru. ORCID ID: https://orcid.
0rg/0000-0001-5009-8534.

Abstract. The article considers the issues of formation and assessment of financial
self-sufficiency of the Western region of Kazakhstan. Financial self-sufficiency is
crucial for effective territory management, as it directly influences the sustainable
development of regions. This development is contingent upon the financial security
of local enterprises that produce goods and services while relying on the resident
population as a source of labour resources.

Our proposed methodological approach to assessing financial self-sufficiency is
founded on the premise that a region’s financial security depends on the utilisation of
all available resources for the production process. We present an original calculation
of the index for the efficiency of industrial production development within a specific
territory. The justification of financial self-sufficiency is carried out in several stages:
first, we compile a Map of the Efficiency of Industrial Production Development in
Western Kazakhstan; second, we structure the distribution of financial resources in
the region; and third, we calculate an integral index to evaluate the financial position
of the regions using our unique methodology.

The advancement of methodological issues surrounding financial self-sufficiency
and regional autonomy, particularly in the context of ongoing economic reforms, is
designed to address the challenges of territorial development, which is predominantly
socially oriented and necessitates a balance of interests and sustainability.

Keywords: Financial Self-sufficiency, Western Kazakhstan, Self-development,
Taxation, Efficiency
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Annorauusi. Makanaga Kasakcranueiy bareic aiiMarbIHBIH KapKbUIBIK ©3iH-
031 KaMTaMachl3 €TyiH KaJlbINTacThIPY JKOHE Oaraniay Mocesenepi KapacThIPbIIFaH.
Kapxpiblk ©31H-031 KaMTaMachl3 €Ty ayMaKThl THIMJII OacKapy YILIIH eTe MaHbI3/bI,
OWTKEeHI O aliMaKTapAbIH TYPaKThl JaMybIHa Tikenel oacep ereni. by namy eHoek
pecypcTapbIHbIH K631 peTiHIe TYPaKThl TYPFBIHAAPFa CYHEHE OTHIPHII, Tayapyiap MeH
KBI3METTEPAl OHIIPETIH KePriTiKTI KOCIMOPBIHAAPABIH KapXKbUIBIK Kayircizirine
0aliTaHBICTHI.

Kapxpiblk ©3iH-631 KaMTaMachl3 eTyai OaraaynblH 0i3 YChIHFaH 9iCHAMAIIBIK
TOCLITI aMaKThIH KapKbUIBIK KAYIICI3/IIrT @HAIpic MpoIieci YIIiH 0apiblk Koiua 6ap
pecypcTapabpl naijanaHyra OalIaHBICTBI JIeTEH Heri3re OarbITTanraH. bi3 Oenrimi
Oip aymakTa ©HEPKICINTIK OHJIPICTI JaMBITYy TUIMJIUTITIHIH WHICKCIHIH 0acTarKbl
eceOiH ychiHAMBI3. KapKbUIbIK ©31H-031 KaMTamachl3 eTyldi Herizmey OipHere
Ke3CHJIEp/Ie KY3ere achIpbuiaabl: OipiHIiieH, bareic KasakcTaHaarbl @HEPKICINTIK
OHJIIPICTI JAaMBITY THIMIUITIHIH KapTachblH »acaiMbI3; CKIiHIIIJEH, aliMaKTarbl
KapiKbl pecypcTapbiH 0oyl KypbUTbIMAaHMBI3; YIIIHIIIIEH, Oiperei omicTeMeMisi
KOJIZIaHa OTBIPBIIN, alMaKTapIblH KapKbUIbIK JKaFaiiblH Oaranay YIIiH HHTErpajibl
WHJICKCTI ecenTenmis.

KapxpIiblk ©3iH-631 KaMTaMmachl3 €Ty MEH aiiMaKThIK aBTOHOMHSFa KaTBICTHI
oflicTeMeNiK MoceeNepAil allFa JKbIJKBITY, dCipece XY Pri3iiin )KaTKaH SKOHOMHKAaIIBIK
pedopmManap karaalblHIa, HETi3iHEH QJIeyMETTIK OardapliaHFaH >KoHE MY[Jeiep
Terme-TeHIIrT MEH TYPaKTBUIBIKTBI Ka)XeT €TETiH ayMakTBIK JaMy MAcCelelepi
LIenIyre apHaJFaH.

Tyiiin ce3mep: KapKbUIBIK ©31H-031 KamTaMachl3 eTy, barbic Kazakcran, e3iH-031
JIAMBITY, CaJIBIK cally, THIMJIUTIK.
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bpumo6eroBa H.XK. — x.5.H., goueHt, B.H.c., MHCcTUTyT 3K0HOMMKM KH MHBO PK, Anmatsl,
Kazaxcran, e-mail: nbrimbetova@mail.ru, ORCID ID: https://orcid.org/0000-0001-5009-8534.

AunHoTanus. B cratbe paccmarpuBaroTcsi BOPOCH (HOPMHUPOBAHUS M OLCHKH
(duHaHCOBOI camoo0becrieueHHOCTH 3amnaqHoro peruona Kazaxcrana. ®uHaHcoBas
CaMOJIOCTaTOYHOCTh PErHOHOB 3aHMMAeT IEHTPAIbHOE MECTO B YIPaBICHUH
TEPPUTOPHUSIMH, YCTOWYMBOE pA3BUTHUE KOTOPBIX 3aBUCHT OT (DUHAHCOBOH
00ECTIeYeHHOCTH HAaXOAALIMXCS TaM MNPEINPHUSITHH, MPOU3BOMSAIINX TOBaphl H
YCIIyTH, IIPOXKUBAET HACEIEHNE KaK HICTOYHUK TPYIOBBIX PECYPCOB.

[Ipennaraemplii HaMH METOJIMYECKHMH TOAXOJ K OICHKE (UHAHCOBOM
CaMo/IOCTaTOYHOCTH OCHOBBIBACTCS Ha TOM, 4YTO (puHAHCOBas 00ECHEUYEHHOCTD
MO00TO0 pPerruoHa 3aBUCHT OT TOTO, KaK OyAyT 3aJeldCTBOBAHBI BCE PECYPCHI IS
OCYIIIECTBJICHHS TPOU3BOJCTBEHHOTO TMpoliecca. Hamu mpencTaBieH aBTOPCKHA
pacuer wuHAEKca A(PQPEKTHBHOCTH PAa3BUTHUS TPOMBIIUICHHOTO TPOU3BOJICTBA
Ha KOHKpeTHOH Tepputopun. OOOcHOBaHWE (UHAHCOBOW CaMOJOCTATOYHOCTH
MIPOBEJICHO B HECKOJBKO IIIaroB: MEpBBIA IMar — 3TO cocTaBieHue KapTol
3¢ (HeKTUBHOCTH pa3BUTHS TPOMBIIIICHHOTO IPOU3BOICTBA 3amaHoro Kaszaxcrana;
BTOPOH mIar — CTPYKTYpUPOBAHME pachpeielicHuss (UHAHCOBBIX PECYpCOB
3amagHoro Kazaxcrana; TpeTuil mar — 3T0 pacdeT HHTErpajJIbHOI0 WHAEKCA OIICHKH
(PMHAHCOBOTO MOJIOKEHUSI PETHOHOB 110 aBTOPCKOW METOJIUKE.

PazpaboTka MeTOIOIOrHYECKHX BOTPOCOB (PMHAHCOBOM caM0OOOECTIeYeHHOCTH
U CaMOJIOCTATOYHOCTH PETHOHOB B YCIOBUSAX YIIIyOJeHHs pedOopMHUpPOBaHUS
9KOHOMHUKH HAIPaBJIEHO Ha pelIeHne 331a4 TePPUTOPHUATBHOTO PA3BUTHUS B CBSZU C
€ro NPerMyIIECTBEHHO COLMATbHOIN OpHeHTaInel, HE0OX0IUMOCTBIO O0eCTIeYeHHS
c6aIaHCUPOBAHHOCTH MHTEPECOB U yCTOMYNBOCTH.

KuroueBble ciioBa: (puHaHCOBasg caMOJ0CTaTOYHOCTb, 3amanHbelii Kazaxcraw,
caMopa3BUTHE, HAIOT000I0KEeHHE, Y(DPEKTUBHOCTD.

Introduction. The sustainable development of regions relies on the financial
security of enterprises situated within them, where goods and services are produced,
and where the population provides a source of labour. Financial self-sufficiency is
central to effective territorial management.

Kazakhstan has objective conditions that support the establishment of an efficient
financial mechanism for regional self-development. This mechanism is based on
stimulating economic structures, optimising local budget revenues, and providing
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effective targeted financial support for investment programmes and projects.
Regional self-development entails functioning based on local resource potential
while engaging with intra-regional structures, which enable the regions to meet their
economic and social needs fully. The concept of self-development has significant
financial implications, particularly concerning the relationships formed during the
production, distribution, and redistribution of financial resources. Consequently,
self-financing becomes an essential aspect of self-development, involving the
management of financial resources, the regulation of cash flows, and the influence
over the distribution of funds.

The economy of the West Kazakhstan region is characterised by its industrial
and agricultural focus. The industrial sector includes enterprises engaged in oil and
gas production, oil product processing, mechanical engineering, metallurgy, defense,
mining, as well as the clothing and food industries. Additionally, there are enterprises
involved in processing agricultural products, construction, and the production of
building materials, among others (Imashev, 2019).

West Kazakhstan region is one of the main donors to the National Fund and the
republican budget (in 2023, West Kazakhstan region’s share was 5.9%, 4th place in
the Republic of Kazakhstan). According to the results of 2023, the volume of tax
revenues to the National Fund and the republican budget amounted to 1,324 billion
tenge. At the same time, the volume of transfers received from the republican budget
(West Kazakhstan region is a subsidized region) is much smaller compared to other
regions, which does not allow us to fully resolve the region’s problematic issues. For
example, in 2023, West Kazakhstan region received transfers (from the Republic
of Belarus) in the total amount of 262.9 billion tenge, which amounted to 19.9% of
the volumes sent to the National Fund and the republican budget (the 15th indicator
among the regions of the Republic of Kazakhstan, in 2022 - 208 billion tenge, the
13th indicator, in 2021 - 171 billion tenge, the 14th indicator).

Financial support of regions, as one of the determining conditions of their self-
development, depends not so much on the distribution of budget funds between levels,
as on the filling of budgets. As experience shows, with excessively high levels of tax
rates, revenues to the state budget are narrowed, since in this case the possibilities for
the development of production are reduced, which leads to a reduction in its volume,
and along with this - the taxable base (Yaron and Manos, 2007).

The possibilities for the self-development of a region lie not in finding ways to
pump money into regional budgets, but in the growth of income of enterprises and
the population that form the taxable base. The higher these incomes are, the more
tax revenues to the budget can be collected at the same level of tax rates. Therefore,
the growth of taxable income of legal entities and individuals, subject to ensuring
the collection of taxes, leads to an increase in revenues to both the republican and
local budgets.

Materials and methods

The methodological approach we propose is based on the fact that the financial
security of any region depends on how all resources will be used to implement the
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production process. Since industrial enterprises in the industry structure largely
determine the tax base of the territory, then a correct assessment of the situation
here is the beginning of a methodological approach to financial self-sufficiency. In
this regard, we offer the author’s calculation of the index of efficiency of industrial
production development in a specific territory Kef:

Kef=m,1/1 I/Imim, (1)
LP P

where:

PoE — profit per industrial enterprise in the region, million tenge.

E — number of industrial enterprises operating in the territory, units.

LP — labor productivity in industrial sectors, million tenge/person.

VIP — volume of industrial production, billion tenge.

P — number of key personnel in the regional industry, people.

Justification of financial self-sufficiency, in particular, methodological approaches
to its assessment, is carried out in several steps:

- the first step is to compile a Map of the efficiency of industrial production
development in Western Kazakhstan;

- the second step is to structurize the distribution of financial resources in Western
Kazakhstan;

- the third step is to calculate the integral index for assessing the financial position
of the regions.

We used the author’s formula for the index of integrated assessment of the
financial position of regions (IF):

Ir Dr

IF = o ' Do’ 2)

where

Ir — income from sales of goods and provision of services per capita of the region,
million tenge/person;

Ic — income from sales of goods and provision of services per capita of the
republic, million tenge/person;

Dr — debt on obligations per capita of the region, million tenge/person;

Dc — debt on obligations per capita of the republic, million tenge/person.

When calculating the formula, it was taken into account that the real financial
position of the regions reflects the ratio of income to debt, adjusted for the average
republican level for these indicators. Methodological issues of financial self-
sufficiency and self-sufficiency of regions are aimed at solving the problems of
territorial development and ensuring a balance of interests and sustainability.

Results

The socio-economic development of Western Kazakhstan’s regions largely relies
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on the level of industrial production. This is measured by indicators such as the
profitability of enterprises within the area and labour productivity in specific regions.
Consequently, the factors contributing to the effectiveness of the core industrial
sector are identified, which in turn shape regional specialisation. This analysis is
based on the economic characteristics of the territories where both basic and local
industries have been identified.

Step one. Formation of the Map of the efficiency of the industry of Western
Kazakhstan.

Based on the calculation of the amount of profit per enterprise and the level of
labour productivity and profitability in industry (PT) over the past 5 years in four
regions (Aktobe, Atyrau, West Kazakhstan, and Mangistau), we have grounds to
draw up the Map of efficiency (Table 1).

Table 1 - Map of the industrial development efficiency in Western Kazakhstan

Profit per Labor productivity Industry
Regions of Western enterprise, in the industry, Profitability production
Kazakhstan million tenge | million tenge/person| level, % efficiency index,
(PoP) (PT) Kef
2018
Republic of Kazakhstan 682.6 42.9 35.9 16.0
1. Aktobe region 758.2 41.7 20.5 18.2
2. Atyrau region 9 744.7 248.3 87.1 39.2
3. West Kazakhstan region 12758 124.6 48.7 10.2
4. Mangistau region 1097.9 60.1 22.7 18.3
2019
Republic of Kazakhstan 513.7 45.8 32.7 11.2
1. Aktobe region 749.5 41.6 30.2 18.0
2. Atyrau region 8932.8 2620.6 82.8 3.4
3. West Kazakhstan region - 124.6 38.8 -
4. Mangistau region 1062.3 60.0 25.8 17.7
2020
Republic of Kazakhstan 335.1 43.3 15.8 7.7
1. Aktobe region 302.0 36.7 9.6 8.2
2. Atyrau region 2611.2 183.5 22.3 14.2
3. West Kazakhstan region - 101.3 6.3 -
4. Mangistau region 230.4 47.5 5.8 4.9
2021
Republic of Kazakhstan 203.8 60.6 33.4 3.4
1. Aktobe region 1166.7 52.5 46.3 22.2
2. Atyrau region 8650.1 126.2 165.6 62.1
3. West Kazakhstan region 1109.1 162.5 51.8 6.8
4. Mangistau region 1556.4 60.6 432.5 25.9
2022
Republic of Kazakhstan 909.8 77.4 28.0 11.8
1. Aktobe region 1229.6 63.7 33.2 19.3
2. Atyrau region 14070.9 449.2 73.1 31.3
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3. West Kazakhstan region 1796.1 220.5 69.1 8.1
4. Mangistau region 1077.4 68.6 18.5 15.7

Note: Calculated based on data “Regions of Kazakhstan in 2022». Statistical yearbook. — Astana,
2023.

Since Formula 1 uses key economic indicators (profit, industrial output) in
relation to constant factors of production (number of key personnel in the industry of
the regions, number of enterprises in the territory), through which the cost indicators
are weighed, the resulting indices make it possible to compare situations between
regions on a time scale (2018-2022). Using the efficiency coefficient (Kef), trends in
industrial development in the regions of Western Kazakhstan were identified, which
turned out to be quite unpredictable.

Aktobe region

In 2018-2019, Kef was slightly higher than the national average, and by 2020, the
Kef value had decreased.

Such jumps are due to the fact that in 2018-2022:

- the number of enterprises increased by 85 units;

- the volume of industrial production increased, but did not have a linearly positive
effect on profits from core activities;

- the number of key personnel was stable.

The growth in industrial production with a stable number of employees led to
increased productivity, and therefore to an increase in the population’s income.
This position in the development of industrial production is supported by a certain
dynamism in the level of profitability: 2018 - 46.3%, 2019 - 30.2%, 2020 - 9.6%,
2021 - 46.3%, 2022 - 33.2%.

Conclusion: in the development of the Aktobe region, there is a full basis for
financial security and self-sufficiency.

Atyrau region

For 2018-2022, the number of enterprises in the territory increased by 36 units.
However, by 2020, the volume of industrial production had significantly decreased,
which reduced the amount of profit from core activities by 3 times; consequently, the
efficiency ratio became equal to 14.2 instead of 39.2 in 2018.

For all regions of Western Kazakhstan, 2020 was unsuccessful in all respects.
But by 2021-2022, the economic situation of the region had changed so much that
all indicators levelled out to a high level of profitability (73.1%) and efficiency ratios
(31.3). This created sustainability in regional development.

West Kazakhstan region

For 2019, the situation at industrial enterprises was unprofitable to ensure the
development of the region. It was difficult for the region to get out of such a minus
in financial resources. The implementation of the correct regional policy allowed the
region to reach the level of 2018. However, the flood conditions that have arisen will
negatively affect financial self-sufficiency.

Mangistau Region
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The region is a donor to the republican budget. The indicators of effective
industrial development are dynamic and of a fairly high level, with the exception of
2019, when the profit per enterprise decreased by 4 times; the efficiency coefficient
(Kef) also decreased by 4 times. The current situation in industry, as the basic sector
of the region, contributes to the formation of its own funds, and therefore, financial
self-sufficiency.

Thus, the algorithm for calculating the efficiency coefficient (Kef) is the
mechanism for identifying and assessing the factors and indicators of the financial
solvency of the industrial sector.

The second step is structuring the distribution of financial resources.

Efficient management of economic and social processes in the region primarily
pursues the tasks of creation, i.e. the transition to an active policy of regional
development and investment stimulation. In this regard, it is important to monitor the
movement of investments in fixed capital, primarily the ratio of own and available
funds (Table 2).

In the Aktobe region over the past five years, the ratio between own and available
funds has changed from 70.2%: 29.8% to 86.4%: 13.6%. This shows that the
region has sufficient opportunities for self-development, which is confirmed by the
efficiency coefficient calculated to assess the development of industry in the region.
At the same time, budget funds tend to decrease from 12.4% to 8%, in particular,
local budget funds have turned out to be very changeable.

For the Atyrau region, as an absolute donor of the republican budget, a high share
of own funds was characteristic (90.3% in 2018, 92.2% in 2019, 85.4% in 2020), but
by 2022 the share of all of them had sharply decreased, while borrowed funds had
increased. This financial situation can be explained by the fact that the volume of
industrial production has increased significantly with relative stability in the number
of production personnel. Ultimately, the current situation was reflected in the growth
of labour productivity and, along the chain, at the level of quality indicators in the
region’s economy. Unresolved social problems also affected the ratio of own and
available funds.

The West Kazakhstan region, as part of a large region, occupies a relatively stable
position in the distribution of financial resources. The amounts of bank loans and
borrowed funds are moderate; budget funds are significant. Thus, available funds are
within 11.1% - 24.2%.

Financial and budgetary methods in this area are currently the main ones in
the management of territorial development (Table 2). However, there are some
distortions in the relationship between local and republican budgets, especially in
terms of delimitation of expenditure powers related to ensuring social protection.
Transferring expenses to local budget accounts does not yield positive results, since
they are not provided with the necessary finances.
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Table 2 — Distribution Structure of Financial Resources for the Development of Western Kazakhstan

Regions, in %

Regions of Western | Investments Including
Kazakhstan in fixed Budget funds Own funds | Bank | Borrowed
capital | Republican | Local budget loans funds
budget
2018
Republic of 100.0 6.8 5.9 73.2 6.3 7.8
Kazakhstan
Aktobe region 100.0 6.0 6.4 70.2 3.3 14.1
Atyrau region 100.0 0.8 1.2 90.3 1.6 6.1
West  Kazakhstan 100.0 8.2 5.4 85.3 1.0 0.1
region
Mangistau region 100.0 6.2 2.3 81.3 2.3 7.9
2019
Republic of 100.0 6.7 5.4 78.0 33 6.6
Kazakhstan
Aktobe region 100.0 6.4 4.1 72.8 1.6 15.1
Atyrau region 100.0 0.8 1.9 92.2 2.7 2.4
West  Kazakhstan 100.0 4.8 3.7 88.9 2.1 0.5
region
Mangistau region 100.0 2.6 5.4 80.2 2.1 9.7
2020
Republic of 100.0 7.2 11.9 68.8 2.3 9.8
Kazakhstan
Aktobe region 100.0 6.0 8.1 76.1 2.0 7.8
Atyrau region 100.0 2.2 2.9 85.4 0.1 9.4
West  Kazakhstan 100.0 6.4 12.8 75.8 1.4 3.6
region
Mangistau region 100.0 2.1 9.2 80.8 1.9 6.0
2021
Republic of 100.0 6.4 9.3 70.7 2.6 11.0
Kazakhstan
Aktobe region 100.0 5.5 3.2 83.1 0.8 7.4
Atyrau region 100.0 1.2 4.5 76.4 0.2 11.7
West  Kazakhstan 100.0 10.6 7.3 76.2 2.1 3.8
region
Mangistau region 100.0 3.0 5.8 86.0 2.5 2.7
2022
Republic of 100,0 7.4 8.1 73.2 32 8.1
Kazakhstan
Aktobe region 100,0 4.6 3.4 86.4 0.4 5.2
Atyrau region 100,0 1.7 1.7 78.9 3.7 14.0
West  Kazakhstan 100.0 10.4 3.7 82.9 0.6 24
region
Mangistau region 100.0 3.8 3.9 90.8 0.7 0.8
Note: Calculated based on data from “Regions of Kazakhstan”. Statistical Yearbook. — Astana, 2023
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Table 3 - Ratio of Own and Available Funds in the Local Budgets of Western Kazakhstan Regions

2018 2019 2020 2021 2022

Republic of Kazakhstan | 73.2:26.8 78.0:22.0 | 68.8:31.2 | 70.7:29.3 73.2:26.8
Aktobe region 70.2 :29.8 72.8:27.2 | 76.1:239 | 83.1:169 | 86.4:13.6
Atyrau region 90.3:9.7 92.2:17.8 85.4:14.6 | 76.4:23.6 78.9:21.1
West Kazakhstan region | 85.7:14.7 88.9:11.1 75.8:24.2 | 76.2:23.8 82.9:17.1
Mangistau region 81.3:18.7 80.2:19.8 | 80.8:19.2 | 86.0:14.0 90.8:9.2
Note: Calculated based

on data in Table 2

In the structure of the distribution of financial resources of Mangistau region,
own funds significantly prevail within 80.2-90.8%. According to these figures, it can
be judged that there are opportunities for financial self-sufficiency in the region. The
amount of budget funds is limited within 7.7-11.3%, while the largest part is made
up of local budgets, which are intended for the social sphere and for management.
Borrowed funds have sharply decreased from 9.7% to 0.8%, which is a sign of
financial stabilization. Secondly, own revenues began to provide minimum social
standards.

Thus, the main link in the financial mechanism of self-development of the region
is not so much the distribution, budgetary, and tax relations between the republic,
regions, districts, and cities, but rather financial incentives and levers that contribute
to the growth of production and an increase in the income of economic entities in
the region.

In particular, tax breaks for business entities, which initially lead to a decrease in
tax revenues to the regional budget but contribute to an increase in production and
income growth, are an effective financial mechanism for self-development, since the
increasing income subsequently serves as a source of investment in production and
cash receipts to budgets at all levels.

Imperfect accounting of interregional differences leads to significant shortcomings
in budget equalisation, thereby resulting in unjustified provision of objectively
necessary financial assistance to regions. The tasks of equalising the levels of
economic development of regions by their budget security are now becoming
especially relevant.

One of the possible areas for improving the financial support system may be the
introduction of standards for spending financial resources at the level of regions of
the republic that are adequate to the current situation, on the basis of which it would
be possible to more fully take into account interregional differences. In accordance
with the factors of production development, an algorithm for managing regions is
built, which means systematicity in managing labour, natural, and financial resources.

In our opinion, the main thing in the assessment methodology is the correct
choice of a set of indicators that quite realistically represent the financial position of
the region. First of all, we are talking about the own incomes of regions of different
levels, permanently assigned in whole or in part to the relevant budgets, with the
exception of financial assistance. It is quite legitimate to define the own incomes of
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regions as the amount of money generated by the profit of the real sector operating in
the territory, budget financing, and various forms of lending. «Financial assistance»
is not included in the concept of «own revenues» of the region, since it is not
predetermined by the nature of the target purpose of the region’s financial resources.
The amount of own revenues shows the level of funds that are managed by state and
local government bodies.

Step three. The true financial position of the regions can be assessed by selecting
appropriate indicators and using them in relative terms. We propose using indicators
such as «income from the sale of goods and provision of services» and «debt on
obligations» for an integrated assessment of the financial position of the regions,
measuring these indicators against the population in the study area.

It is reasonable to assume that the real financial position of the regions is reflected
in the ratio of income to debt, adjusted for the average national level for these
indicators. To determine the impact of debt on the financial position of the region,
it is advisable to represent its change using an index (Formula 2). Table 4 presents
creative indicators that characterise the financial position of the regions of Western
Kazakhstan.

Table 4 — Creative Indicators Characterizing the Financial Situation of Western Kazakhstan Regions

Regions/areas [2018 [2019 2020 [2021  [2022
Income from sales of goods and provision of services per capita, million tenge/person
Republic of Kazakhstan 0.7 0.7 0.7 0.7 0.8
1. Aktobe region 0.9 0.8 0.6 0.8 0.8
2. Atyrau region 1.1 1.1 0.9 1.0 1.1
3. West Kazakhstan region 0.2 0.3 0.2 0.3 0.2
4. Mangistau region 0.8 0.9 0.7 0.8 0.8
Debt on obligations per capita, million tenge/person
Republic of Kazakhstan 2.6 2.8 2.9 3.2 3.9
1. Aktobe region 3.5 3.4 3.4 3.9 3.8
2. Atyrau region 9.5 11.2 12.8 13.6 13.8
3. West Kazakhstan region 1.3 1.3 1.3 1.2 1.5
4. Mangistau region 3.2 2.7 2.3 2.0 2.2
Note: Calculated based on data from “Regions of Kazakhstan”. Statistical Yearbook. — Astana, 2023

The data in Table 4 indicate that the income generated from the sale of goods and
provision of services, when assessed on a per capita basis, is significantly lower than
the outstanding debt obligations, which tend to accumulate annually. Consequently,
the annual income does not suffice to cover the growing internal regional debts,
adversely impacting the financial position of these regions. The calculation of the
index for the integral assessment of financial position reveals that, in some regions,
income is primarily allocated to servicing accumulated debts rather than investing
in economic development. Refer to Table 5 for the relative index of the integral
assessment of the financial position of the regions of Western Kazakhstan.
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Table 5 — Assessment of the Financial Situation in the Regions of Western Kazakhstan: Relative
Index Integral Analysis, in percentage points

Regions/areas 2018 2019 2020 2021 2022
Republic of Kazakhstan 1.000 1.000 1.000 1.000 1.000
1. Aktobe region 0.95 0.94 0.73 0.93 0.03
2. Atyrau region 0.74 0.39 0.29 0.33 0.39
3. West Kazakhstan region 0.58 0.93 0.64 1.11 0.66
4. Mangistau region 0.93 1.34 1.27 1.81 1.79
Note: Calculated and compiled
based on the data in Table 4

For example, in the Aktobe region, the positive trend was interrupted in 2020,
but subsequently the situation straightened out, although the amount of debt did
not decrease, another factor played a role here, perhaps the stability of labor
productivity. The financial situation of the Atyrau region is so contradictory that the
donor position of the region does not solve the problems of agricultural development,
infrastructure provision, ecology and, most importantly, the social sphere. Such a
chain of phenomena in the regional economy leads to disproportions between the
development of specialization industries, service industries and the social sphere.

Consequently, in the Atyrau region there are problems of instability in regional
development. The priorities in solving the problems of the region are improving the
standard and quality of life of the population and creating a favorable ecological
environment. The synchronously deteriorating financial situation of the West
Kazakhstan region is due, first of all, to low per capita income and, at the same
time, relative to other regions, a low level of debt. The improvement of the situation
in the region is connected with the intensive development of local industries (not
basic ones), which will provide the tax base of local budgets and the comprehensive
development of the territory. A very favorable financial situation is developing in
the Mangistau region, due to consistently high per capita incomes and per capita
debts below the national average. However, such a high integrated assessment of the
financial situation does not quite reflect the budgetary differences at the local level.
In this regard, it is legitimate to focus on the problems of budgetary equalization in
the methodological approaches to financial self-sufficiency.

Discussion

Inaccurate accounting of interregional differences results in significant
shortcomings in budget equalisation, leading to the unjustified provision of
essential financial assistance to certain regions. The need to equalise the levels of
economic development across regions based on their budgetary security is becoming
increasingly important. One potential direction for enhancing the financial support
system is the introduction of standards for spending financial resources at the regional
level within the republic, which would adequately reflect the current situation and
allow for a more comprehensive consideration of interregional disparities.

According to Ignatieva et al. (2017), two key components contribute to the self-
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development of a region: the total resources available for development and the
region’s ability to utilise them effectively to meet the needs of the local population.
From the perspective of a region’s self-development strategy, it is crucial to
accurately assess the components of economic potential quantitatively and to select
optimal indicators that reflect this potential (Fedolyak, 2017). The overall potential
of a region comprises its private potential, calculated based on indicators that
characterise it. A primary element of this overall potential is the financial potential,
which is determined by indicators that most fully represent the region’s financial
state (Vasilieva et al., 2015).

In economic science, there exist various perspectives on the essence, content,
and composition of the financial mechanism. Some researchers define the financial
mechanism as a collection of financial instruments, levers, forms, and methods used
to regulate economic processes (Medeiros, 2024), while others view it as a complex
of organisational, economic, and legal measures aimed at regulating a country’s
financial system. A more comprehensive definition is that the financial mechanism is
a set of elements, forms, methods, and instruments for the formation and utilisation
of financial resources and both public and private economic income, designed to
ensure the full functioning of the financial system and the implementation of the
financial policy of the state, regions, and economic entities (Chen, 2021).

According to Gbohoui et al. (2019) in order to accelerate the socio-economic
development of the region and achieve an “economic breakthrough,” regional
authorities must identify specific financial instruments that can impact enterprises,
government agencies, financial and credit institutions, and regional budgetary
authorities. We believe that the regional financial mechanism constitutes an
integrated system of elements and links, characterised by distinct forms and means
of forming and using regional financial funds. Although each element and link
operates relatively independently, they are interconnected and interdependent. This
interrelationship necessitates continuous coordination among the components of
the regional financial mechanism to ensure the effective functioning of the regional
financial system (Svisheva, 2019).

According to the research conducted b Bird (2011), fiscal decentralization is
of great importance for achieving financial self-sufficiency. Among the benefits of
decentralised management, Thyssen (2003), Martinez-Vazquez and McNab (2005)
highlight the enhanced efficiency in the provision of public goods as a significant
argument in favour of decentralisation.

Oates (1972) notes that fiscal potential is a key factor in assessing a region’s
financial independence. This indicator is frequently used to evaluate investment
attractiveness. For instance, in the methodology employed by the Expert RA rating
agency to assess a region’s investment appeal, financial potential is defined by the
size of the tax base, the profitability of enterprises, and the income of the population
(Igoninna, 2015).

Given that self-development is the most vital sustainable asset for any region, it
is essential to differentiate between the movement towards self-development and the
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attainment of self-development goals (Molchanova, 2013). Therefore, it is advisable
to examine not only the trends in the development of reference parameters for self-
development but also the absolute values of these criteria in comparison to those
of socio-economic systems that have already achieved self-development (Giraev,
2019). Today, the most crucial strategic goal for societal development is to enhance
the quality of life for the population, as this directly reflects the effectiveness of
the state’s socio-economic policies (Chulanova, 2022). The criteria for developing a
human-oriented paradigm for can serve as useful standards for this analysis (Figure).

Competitiveness of the country and regions in the
global economy

f

Increase in labor productivity

Investments in
improving the quality
of life (including the T
creation of high-paying

) Strengthening the economy
jobs) innovativeness
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self-development and innovation

v

Figure - Criteria for the formation of a human-oriented paradigm of economic development in
interconnection

Conclusion

The methodological issues surrounding financial self-sufficiency and regional
self-sufficiency, in the context of deepening economic reform, are aimed at addressing
the challenges of territorial development, particularly given its predominantly
social focus and the necessity of balancing interests and sustainability. The regional
economy must be as effective, efficient, and dynamic as possible to independently
meet the social needs of the population.

To propose approaches for developing expenditure standards for financial
resources, it is essential to adhere to general principles of an organizational and
economic nature:

—  Financial support from the republican budget should be allocated based on
consistent proportions of underperformance across all regions.

—  The amount of financial support should consider the natural, climatic, and
socio-economic characteristics that necessitate expenses above or below the average
republican level.

—  The subjective factor must be excluded from the provision of financial
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support, and central intervention in regional authorities’ competencies should be
minimized. To establish the criterion of financial self-sufficiency, it is necessary to
identify and calculate the following system of indicators to be used by government
bodies:

—  The volume and dynamics of actual budget potential in real terms (where
budget potential refers to the possible real volume of income and the actual volume
of expenses provided).

—  The degree of mobilization of the budgetary and tax potential (i.e., the ratio
of the specified budgetary and tax potential to the potentially available budgetary and
tax potential in the region).

—  The primary budgetary and tax losses and reserves of the region.

—  The volume of financial resources in the region and the measures for their
mobilization (determined based on the balance of financial resources).

—  Factors influencing the growth of budgetary and tax potential, along with
their implementation in the medium-term and long-term financial and economic
policies of the country and regions.

—  Integral indicators for assessing the economic potential of the region, with
an emphasis on its self-sufficiency and self-development.
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