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ABSTRACT

This article deals with the problem of salary structure optimization in business sector
organizations in Kazakhstan, there is discussing relevant aspects of optimizing the remuneration
structure based on the need to construct modern tariff systems as the basis for salary formation.
Based on the analysis of foreign experience, specific proposals have been developed to improve
legislation and apply modern tariff models of remuneration. An analysis of statistics data shows
that in almost all types of economic activity there is a tendency towards an increase in the share
of tariff rates in the average salary. Distinctive features can be found in the dynamics of the
studied indicator in different regions of the Republic of Kazakhstan. In all of the country’s
regions, there is a tendency towards an increase in the share of payment at tariff rates and
official salaries in the general payroll fund. An illustrative example of constructing tariff scales
is presented in a suitable table form. The conducted research proves that grading remuneration
systems contradicts the current labor legislation of the Republic of Kazakhstan. Therefore, it
seems objectively necessary to introduce the relevant amendments to the current labor
legislation. This will strengthen the incentive role of the fixed (relatively guaranteed) part of the
salary based on the establishment of fair pay for workers of various professional qualification
groups.
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INTRODUCTION

The issues of effective salary formation play an important role in the management system
of business sector organizations at all stages of the economic development of the Republic of
Kazakhstan. The remuneration rate, being one of the defining performance indicators, largely
characterizes the state of development of the economy and social-labor relations. Remuneration
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provides basic attraction to an employee to perform job efficiently and effectively as well as
leads to employee motivation. Salaries constitute an important source of income for employees
and determine their standard of living. Salaries affect the employee’s productivity and work
performance. Thus, the amount and method of remuneration are very important for both
management and employees. Today the problem of salary structure optimization is acute in
Kazakhstan as there is a need to find balance between employer’s profit and employee’s
compensation for qualified work. In the conditions of developing economy of Kazakhstan, there
is a constant need to find new models of balance and mutually beneficial cooperation.

The effectiveness of remuneration management largely depends on the balance of its
structure. This problem was addressed by many foreign and domestic researchers who offered
various approaches to optimizing the payment structure (Dai et al., 2015; Chemmanur et al.,
2013; Connelly et al., 2016; John et al., 2014; Ton, 2014; Bereshev, 2010). In this regard, the
study of the question of which salary structure most interest employees in achieving better job
performance is of particular relevance.

LITERATURE REVIEW

The problem of salary structure optimization in business sector organizations is relevant
for present scientific world related to the problems of labor legislation and accounting. The
problems of salary are regarded in different contexts: 1) management team incentive (Dai et al.,
2015; Connelly et al., 2016; John et al., 2014); 2) general paradigm of human capital
(Chemmanur et al.,, 2013); 3) company management mechanisms (Ton, 2014); 4) technical
issues (Bereshev, 2010; Tsymbalyuk, 2018).

Cokyasar et al. (2019) considers the core aspects of theoretical salary administration while
complying with the recent competitive working environment. A mathematical optimization
approach that recognizes the significance of performance and potential to future promotions of
employees is proposed in the research. This approach helps to find the optimal salary increase
amounts and to set an advantageous schedule for salary increases. Liu & Ma (2018) present a
model of salary optimization based on the experience of Chinese private enterprises; the model
emphasizes enterprise welfare, defines salary objectives, attaches importance to special talents
and pays attention to fairness. Osborn (2017) presents some generalized approach that employs
nonlinear modeling in order to accommodate acceleration of executive salaries while minimizing
discretization and market fit errors, and includes asymmetric loss functions based in
experimental psychology to explore optimization of net value to the organization.

The scientists pay attention that in developed countries, there is currently a tendency
towards an increase in the scale of time-based remuneration forms, as well as systems of
payment for knowledge and competence, which objectively serves as a prerequisite for
increasing the share of guaranteed payment in the total amount of salaries. The decisive role in
the development of such trends is played by the acceleration of scientific and technological
progress in recent years, as well as the need to ensure product competitiveness in the market. The
widespread use of automated, hardware, conveyor processes has a significant effect on reducing
the ability of workers to influence the number of products, as this is already determined by the
technology and rhythm of production. At the same time, there is a significant increase in the
requirements for workers’ knowledge and competencies in terms of complying with the
parameters of technological processes and improving product quality.
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MATERIALS AND METHODS

The salary structure in Kazakhstan consists of the following main components: payment at
tariff rates, piece rates and official salaries; additional payment for abnormal working
cconditions (adverse working conditions, work in overtime, on holidays and weekends, etc.);
incentive payments, including bonuses, rewards, incentive benefits and allowances. The Labor
Code of the Republic of Kazakhstan established that the salary system should provide a share of
the basic salary of at least 75%, excluding lump sum incentive payments (The Labor Code of the
Republic of Kazakhstan, 2015). The law also provides an explanation of what this indicator is. It
is understood as a relatively fixed part of the salary, including payments at tariff rates, piece
rates, official salaries, as well as payments under sectorial agreements, collective and (or) labor
contracts of a permanent nature, provided for by the labor legislation of the Republic of
Kazakhstan (The Labor Code of the Republic of Kazakhstan, 2015).

The analysis shows that in recent years there has been a tendency towards an increase in
the share of guaranteed payment in average employee earnings (shows in Figure 1).

2013 2017
10.1% 51%

3.2%

69.5% 72.8%
salaries accrued at tariff rates and official (basic) salaries

incentive pavments

compensation pavments related to working hours and working conditions

pavment for non-worked time

other accrued monetary amounts

FIGURE 1

THE STRUCTURE OF THE PAYROLL FUND IN THE REPUBLIC OF KAZAKHSTAN
Note. Calculated by the authors based on data from (Statistical Compilation, 2018)

The studied salary structure characterizes the trends occurring in general for all types of
activities in the Republic of Kazakhstan. At the same time, the requirement of objectivity puts
forward the need for a more detailed study of the dynamics of this indicator in terms of economic
activities and regions of the country.
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RESULTS AND DISCUSSION

An analysis of statistics data shows that in almost all types of economic activity there is a
tendency towards an increase in the share of tariff rates in the average salary. The exceptions are
agriculture, forestry and fisheries, as well as wholesale and retail trade, car and motorcycle
repair. At the same time, the largest growth of this indicator was recorded in transport and
warehousing, the energy sector and the mining industry. The differences both in the absolute
values of the share of salaries at tariff rates and official salaries in the average salary structure
and in the rates of its growth are largely determined by the payroll management policy provided
for in sectorial agreements and the ability of enterprises to provide an acceptable salary structure
for employees (Shows in Table 1).

Table 1
THE SHARE OF PAYMENTS AT TARIFF RATES AND OFFICIAL SALARIES IN THE AVERAGE
SALARY IN TERMS OF ECONOMIC ACTIVITIES
2013 2015 2017 2017 to

2013
For all types of activities 69.5 71.0 72.8 +33
Agriculture, forestry and fisheries 86.1 84.5 84.6 -15
Industry 59.9 61.3 62.9 +3.0
including:
Mining and quarrying 54.9 56.3 58.3 +34
Manufacturing industry 63.4 65.0 66.2 +28
Electricity supply, gas and steam supply, air | 63.8 66.5 68.3 +45
conditioning
Construction 80.6 81.8 82.6 +2.0
Wholesale and retail trade, car and motorcycle repair 76.6 73.2 76.0 -0.6
Transport and warehousing 57.4 61.4 62.4 +5.0
Informatization and communication 65.5 66.2 67.7 +2.2
Financial and insurance activities 65.9 67.5 68.7 +2.8
Note. Calculated by the authors based on data from Statistical Compilation (2018)

Some distinctive features can be found in the dynamics of the studied indicator in
different regions of the Republic of Kazakhstan (Shows in Table 2).

Table 2
THE SHARE OF PAYMENTS AT TARIFF RATES IN THE AVERAGE SALARY IN
KAZAKHSTAN’S REGIONS
Regions 2013 2015 2017 2017 to 2013
The Republic of Kazakhstan 69,5 71,0 72,8 +3,3
Akmola region 74,7 76,6 76,9 +2,2
Aktobe region 66,4 68,0 69,9 +35
Almaty region 79,5 80,0 80,8 +1,3
Atyrau region 72,1 70,4 75,1 +3,0
West Kazakhstan region 72,3 77,0 73,2 +0,9
Zhambyl region 72,7 76,0 76,7 +4,0
Karaganda region 65,5 68,1 68,5 +3,0
Kostanay region 69,8 70,8 72,4 +2,6
Kyzylorda region 54,5 56,7 59,2 +4,7
Mangistau region 63,0 63,2 64,0 +1,0
South Kazakhstan region 73,1 74,6 75,4 +2,3
Pavlodar region 65,8 68,3 69,0 +3,2
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North Kazakhstan region 72,4 75,1 74,8 +24
East Kazakhstan region 65,7 67,5 69,2 +35
Astana city 69,8 70,9 73,9 +4,1
Almaty city 70,2 74,8 78,1 +79
Note. Calculated by the authors based on data from Statistical Compilation (2018)

As can be seen, in all of the country’s regions there is a tendency towards an increase in the
share of payment at tariff rates and official salaries in the general payroll fund. At the same time,
one can note the unevenness of such an increase. While in the cities of Almaty and Astana, as
well as in the Kyzylorda region, the growth of this indicator amounted to 7.9%, 4.1% and 4.7%,
respectively (which is higher than the average republican level), in the West Kazakhstan,
Mangistau and Almaty regions it constituted 0.9%, 1.0% and 1.3% respectively. Such
differences can be explained by a different Sectoral structure of production. Nevertheless,
attention should be paid to the low level of tariff payment prevailing in the Kyzylorda and
Mangistau regions (59.2% and 64%, respectively).

It should be noted that the establishment of specific tariff rates for manual workers and
official salaries for non-manual workers depends on their qualifications and the complexity of
work performed, determined on the basis of the above-mentioned rating and skills guides.

National legislation features in the field of remuneration should take into account the fact
that, by defining the "Rules of the game" in terms of establishing the complexity of work and the
qualifications of workers, the state provides almost complete freedom for business entities in
determining the payroll amount according to these parameters. In other words, employers
independently or together with representatives of workers (trade unions) set specific values of
tariff rates and official salaries, including the size of the tariff rate of the first category. The
latter, in accordance with the law, should not be lower than that established in the sectoral
agreement concluded between the authorized representatives of workers and employers with the
participation of state authorized bodies. The sizes of rates and salaries, as a rule, are reflected in
tariff scales and official salary schemes. An illustrative example of constructing tariff scales is
shown in Table 3.

Table 3

AN EXAMPLE OF CONSTRUCTING A TARIFF SCALE OF WORKERS (ARBITRARY FIGURES)
Tariff category 1 2 3 4 5 6 7 8
Inter-category - 0.2 0.2 0.2 0.2 0.2 0.2 0.2
coefficients
Tariff coefficients | 1.0 1.2 1.4 1.6 1.8 2.0 2.2 2.4
Tariff rates, | 50.0 60.0 70.0 80.0 90.0 100.0 110.0 120.0
thousand tenge
Note. Constructed by the authors

The basis for establishing the values of tariff rates and official salaries is the complexity
of work performed and the qualifications of workers determined on the basis of the parameters
reflected in the above-mentioned rating and skills guides. These guides are legislative in nature
and are mandatory for practical use.

In recent years, the so-called grading remuneration systems have become widespread. They
are usually based on the application of analytical methods for evaluating the occupations and
positions of manual and non-manual workers. The essence of these methods consists in
identifying the degree of the complexity and responsibility of work in terms of points based on
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special techniques (Tsymbalyuk, 2018). Moreover, in this case, it is the complexity of work that
is evaluated, not the worker holding the corresponding occupation or position.

A comparative analysis conducted between the system of salaries at tariff rates (official
salaries) and the grading system indicates that there are a number of similarities between them.
Firstly, both systems involve establishing the level of the complexity and responsibility of work
performed. Secondly, the complexity and responsibility of work is directly related to the
qualification level of the employee applying for the corresponding position (occupation). Finally,
both systems establish the level nature of remuneration.

Along with common features, the remuneration systems under consideration have certain
differences. First of all, it should be noted that the parameters for determining the complexity of
work performed and the level of qualification in the Republic of Kazakhstan are established by
law. Proceeding from this, the rating of work is carried out centrally on the basis of the approved
rating and skills guides. The grading remuneration systems are developed taking into account the
characteristics of each particular enterprise. In addition, as noted, graded salaries require the
establishment of a point for each occupation (position), which is not the case with the system of
salaries at tariff rates and official salaries. In other words, graded remuneration provides
scientifically grounded inter-category and inter-duty (inter-grade) ratios in the remuneration of
employees of various categories.

Following from the above discussion, one can note that the grading remuneration systems
to the greatest extent ensure fair salaries within each particular enterprise. However, the problem
is that their use contradicts the current labor legislation of the Republic of Kazakhstan.
According to the Labor Code of the Republic of Kazakhstan, the complexity of work and the
qualifications of workers can be determined only on the basis of professional standards, and in
their absence — on the basis of the Unified Rating and Skills Guide for Jobs and Occupations of
Manual Workers, the Job Evaluation Catalogue of Posts of Top Managers, Experts and
Employees, the rating and skills characteristics of manual workers’ occupations and the standard
qualification characteristics of non-manual workers’ positions (The Labor Code of the Republic
of Kazakhstan, 2015) As can be seen, the current legislation does not imply (but rather prohibits)
the use of other methods for evaluating the level of the complexity of work and the qualifications
of workers, including methods for constructing the grading remuneration systems.

In this regard, it seems objectively necessary to introduce the relevant amendments to the
current labor legislation, allowing the application of modern analytical, scientifically grounded
methods for establishing the level of the complexity and responsibility of work performed in the
practical activities of business sector organizations. Such a measure will make it possible to
strengthen the incentive role of the fixed (relatively guaranteed) part of the salary based on the
establishment of fair pay for workers of various professional qualification groups.

CONCLUSIONS

Therefore, it can be argued that increasing the share of the guaranteed part of the salary
(tariff rates, official salaries, grades) in the total income of workers, along with its variable part,
which means bonuses, rewards and other incentive payments, objectively contributes to the
achievement of optimal labor results in market conditions. At the same time, the legislative
regulation of the salary structure in Kazakhstan raises certain doubts. As noted above, the
country’s labor legislation established a limitation according to which the relatively guaranteed
part should constitute at least 75% of the average salary. In this case, it testifies to the non-
market nature of the established legislative norm.
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Given the contractual nature of the “Salary” category, there is every reason to argue that
the establishment of such criteria should be collective-contractual in nature. In other words, it
seems more justified that such limitations should be reflected in sectoral agreements on social
partnership as a result of reaching appropriate agreements between partners. In addition, such
agreements can reflect almost all the most important parameters of remuneration.
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