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AngjaTna 

baHKpoTTbik aleyeTin Oapbinita Te3 api jan AHBIKTay - Ke3 KeuIreH Ylibim ywin 

MaHbI3qbI Macele. [etenge ytibimga GanKportbik aleyeTiviH TeHreitin Tady Vin 

TYpIi aqicTep MeH Tacingep «xy3ere acbippityga. Anaiina. Oya Ka3zakctanaarni 

Karta emec. cededi Ka3zaxcranya OaHKporrsiK  6arsic esepinzeriqeit 

3epTreimereH. MuTerpaunsananraH agicHamMa - 3KOHOMUKAHBIH Keiidip 

epeKWesIKTepiMeH Kali MOJebiIH 3IKOHOMHKaHBIH KetiOip epeKUIeIKTepimMen eH 

KAKCbI KOATAHATBIHALIFBIH ail AaHbIKTayFa KeMekTeceTin Tocinzepzin Gipi, Bya 

3epTTeyae apTypii OaHKpOTTBIK MOeTbAepine  canbicTBIpMaZBI Ke3Kapac 

KOJMaHbI ob. KazakcTaHabiK yibiMwap Mbicambraga Altman, Springate, Zaveren 

mone Chesser Mojembiepi KapacTbippiiran. CasicTsipmMast KO3Kapac Oacka 

aMyUbl eswepie OaHKpOTTbIK MOeIbUepin 3epTTeyre Heri3zenren. byl 3eprrey 

Ka3aKCTaHIbiK YiibIMapbIHbIH OaHKpOTTbIK ayleyeTiH OapEinwa ja Oaranay yurin 

yarinepain Kalicbicbl aca MaHBbI3QbI eKeHIH aHBIKTayFa apnaran. Bepinrey 

3epTTeyueri Taiqay HoTWKellepi Ka3akcTanqarbl KOMNaHMaapaBIH HAKTbI 

MbICajIqapbiHa Heri3esIreH. 



AHHOTalHn 

Kak MOxHO CKopee HM TOUHee ONpeqenHTb noTeHIHaN OaHKpOTCTBa ABIIAeTCA 

CEPbe3HBIMBONPOCOM IA OOOH =OpraHu3aunN. 3a pydexomM BHeZpstotca 

pa3sIM4Hble ~MeTOAbI H MOAXOZbI, MO3BOMAOWIMe HaliTH ypoBeHb noTenuHana 

OaHKpOTCTBa B OpraHH3auiu. OfHako 06 9TOM Hemb3a cKa3atb B Kasaxcrane, 

MOCKOJIbKy OaHKpOTCTBO M3yYeHO He TaK, KaK B 3alaqHBIX cTpaHax. 

MuterpupopanHad MeTOJOIOra — 9TO OHH H3 crocoboB, KoTOpsIi Momoraet 

Oojee TOYHO oMpedesiTb, KaKad MOJesb JIyuWe MpuMeHseTca c HeKOTOpEIMU 

cneuH@HKawHAMH 9KOHOMHKH. B 3TOM HccCieqOBaHHH MpHMeHeH cpaBHUTenbuBiit 

MOZXOX pa3IM¥HbIX MoOesei OaHKpoteTBa. Mogeam Anbrmana, Cmpunreiita, 

3aprpena u Ueccepa paccMaTpHBaloTcs Ha IIpHMepe Ka3aXCTaHCKUX OpraHH3aunit. 

CpaBHHTesIbHbIii MOAXOZ OCHOBAH Ha MIpeAbIAYWIMX HCCeOBaHUAX MOTeNel OLeHKH 

6aHKpOTCTBa B JIPyrHX pa3BUBarollxca cTpanax. /JaHHoe HcceqOBaHNe MOcBaLeHO 

BbIACHeHHIO TOrO, Kaka M3 MOeseH HanOoslee aKTYAJIbHa JIA MAKCHMAJIBHO TOUHOT 

OUeHKH moTeHI[Mana OaHKpOTCTBa B Ka3aXCTaHCKMX opraHMsauuax. Pesynstatsi 

aHasIv3a B JaHHOM McCCJIe{OBaHHH OCHOBAaHBI Ha peasIbHBIX NpHMepax KOMMaHni B 

Ka3axcTauHe. 

Vi 



Abstract 

The indication of bankruptcy potential as soon and accurate as possible is a 

significant issue for any organization. Different methods and approaches dre 

implemented abroad that can find the level of bankruptcy potential in the 

organization. However, it cannot be said in Kazakhstan, since the bankruptcy is not 

as studied as it is in western countries. An integrated methodology is one of the ways 

that help more accurately determine which model is better applied with some 

specifications of the economy. In this study the comparative approach of different 

bankruptcy models is implemented. The model of Altman, Springate model, Zavgren 

and Chesser are reviewed on the sample of Kazakhstani organizations. The 

comparative approach is based on previous studies of bankruptcy assessment models 

in other developing countries. This research is dedicated to find which of models are 

the most relevant to assess bankruptcy potential in Kazakhstani organizations as 

accurate as possible.The results of analysis in this study are based on real cases of 

companies in Kazakhstan. 
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1. INTRODUCTION 

1.1. Research Background 

Number of researches was provided on studying an aspect of enterprise 

bankruptcy in developing countries. Enshassi, Al - Hallaq and Mohamed (2006) 

studied causes in business failures of developing countries.: Araujo, Ferreira & 

Funchal (2012) researched Brazilian case on the legal issues affecting the enterprise 

bankruptcy in developing countries. Anicshenko (2009) has studied Kazakhstani case 

of the impact of the financial crisis on banking system in Kazakhstan. In her article 
> 

influenced banking system has significant impact on bankruptcy of business in 

Kazakhstan. Altman & Hotchkiss (2005) provided a study on using Z-score as an 

indicator of company’s bankruptcy potential. That model of bankruptcy assessment 

spread in different organizations around the world. Nowadays it is one of the most 

effective indication methods with scientific excellence. 

1.2. Problem statement 

studies were dedicated to bankruptcy in Kazakhstan, its nature and 
Different 

rn economy of developing country such as Kazakhstan 
how it is conducted in mode 

2009), (Alimbetova, unknown year). However, the most common 
(Anicshenko, 

gerial finance in company is to find out bankruptcy potential in 
practice of mana 

different companies of Kazakhstan using typical model of Altman (1968). Since that 

there are different concepts that are 

he most accurate working int 

scientifically protected there is no evidence that 

Altman’s model is t he case of Kazakhstani companies. 

Research objective 

in goal of this study is to indicat 

elevant for Kazakhstani companies to more accurate predict 
The ma 

e which model of bankruptcy 

assessment is the most © 

ible through comparative description of financial 

the bankruptcy. This is poss 

iced by previous researches. The scope of activities is directed to 

analyses pract 

compare different mod els of insolvency assessment using cases of same. stack of 

I



companies. Comparative approach will be helpful to understand what model of 

assessment is more applicable for financial managers in Kazakhstan to provide a 

picture of bankruptcy potential in Kazakhstan, since it requires as accurate figuration 

as possible. 

1.3. Research question 

What is the most applicable bankruptcy assessment model for Kazakhstani 

companies? 

1.4. Research Gap 

Sahin & Altey (2011) used Z-score model of Altman to study the case of 

bankruptcy of different companies in Kazakhstan. Using the model, they could find 

an empirical valuation of solvency of different joint-stock companies in Kazakhstan 

with different field of activities. In their study all companies were local Joint-Stock 

Companies, however there are no implementation of comparative analysis on Limited 

Liability Partnership companies and Joint Stock Companies. 

1.5. Contribution 

The main contribution of this research is the practical appliance of the most 

accurate bankruptcy assessment methodology in bankruptcy assessment. The 

comparative approach in this research will be useful for financial managers to make 

forecasting a financial situation of a company in more accurate way especially in 

Kazakhstani companies. This study will foster the methodological knowledge of 

financial and risk management. It also can be a basis for further research in the field 

of bankruptcy assessment, financial management and risk management in 

Kazakhstan. 

l
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the economy. The goal at the meso-level is the development of regional, sectoral 

sectors in order to protect the interests of various territories. The objectives of the 

micro level are aimed at protecting the interests of creditors, business owners and 

other stakeholders. In Kazakhstan, there are phenomena of industrial decline. the 

economic crisis. the devaluation of the national currency, the tightening of credit 

conditions, which subsequently leads to financial instability Of organizations in 

various sectors (Alimbetova, uknown’year). | | 

To date, there are several models for calculating risks and predicting crisis 

situations that predict a state of bankruptcy. It is inherent for companies to meet 

different crises at different levels, respectively, there are differences in the 

assessment of crisis situations in different methods. However, any type of crisis can 

lead a company to absolute liquidation (Afonichkin & Zhurova, 2006). Taking 

measures to get out of the bankruptcy state of the organization are divided into 2 

types according to the deadline: 

¢ Operational - short-term measures for the immediate exit of the organization 

from the state of insolvency. 

° Strategic - long-term measures aimed at implementing the general concept of 

financial recovery and enterprise development in the long term. 

Regarding on the type of operational activities, the goals of different levels of 

management and relevance of the risk is also differentiated, so in regard of types 

bankruptcy can be real, technical, intentional and dummy. Real bankruptcy is 

published in the organization that has no ability anymore to conform its obligations, 

is not able to pay their loans, further its financial stability cannot be guaranteed and 

doesn’t have an ability toperform its economic activities, so it is stated that it is a 

bankrupt.Real bankruptcy can be prevented after some specific actions directed to 

raise company’s financial situation if these actions are donein relevant time The 

technical type of bankruptcy occurs when a company’ sinsolvent position happens due 

to the inability to pay money of debtor for a long period of time which amount is 

more than the number of total debts. Technical bankruptcy can be figured out when



the bankruptcy is transmitted to anyinstitution of crisis issues or crisis management 

departments, but it still can potentially be saved from bankruptcy condition. Fictitious 

or deliberate bankruptcy — occurred when a company currently has no ability to pay 

debts, so they announce bankruptcy in order to delay its obligations. So intentional 

fictious bankruptcy is a conscious management performance for any specific 

objectives of a company s management 

The full mechanism of procedures aimed at reducing the crisis situation of the 

company can be attributed to the bankruptcy system. The system of bankruptcy is a 

certain system of control, diagnostics and the adoption of measures for the possible 

protection of the financial fall of companies experiencing difficulties in paying debts 

to creditors (Iskakov & Seitova, 2016). 

Small and medium businesses are considered to be the most vulnerable to 

bankruptcy, in the absence of a large number of liquid assets for large sales. During 

the first quarter of 2018, 3.7 thousand business companies were liquidated (Table 1). 

This indicator exceeded 2.5 times the same period of the previous year. 

Table 2.1.1 Liquidated organizations for the first quarter of 2018 

Liquidated organizations 

Industry 2018/19 2017/18 | Increase 

legal entities 3678 | 1476 | 149,2% 

Business partnerships 3049 | 1153 | 164,4% 

State-owned enterprises 63 34 85,3% 

Joint — Stock companies 48 13 269,2% 

OO 518 276 87, 7% 
Other legal forms 

Retrieved from n the data of the Committee of Ministry of National Economy of 

the Republic of Kazakhstan 



The result of the influence of external and internal factors, the company loses 

its solvency on the property of the capital, namely the lack of cash. One of the most 

common causes of insolvency is the illiquidity of property companies, This 

phenomenon occurs when there is low demand or no demand for the goods sold by 

the enterprise. The reason for the illiquidity of a company's property may be the high 

book value of long-term property. such as a building, land, equipment and other. The 

nature of Kazakhstani bankruptcy is the classical common bankruptcy practice 

according to developing countries around the world. 

2.2 The essence of bankruptcy assessment 

The estimation of the bankruptcy potential in enterprises took a particular 

attention to perform ratio analysis starting from the middle of 20" century (Yadav, 

1986). Researches over different organizations in different countries have 

demonstrated the helpfulness of financial ratios in the insolvency forecasting. In the 

period of last decades, various of multivariate models for assessing the potential of 

bankruptcyhave been suggested, in relation with the features and specifics of learned 

samples. Requirements to constantly update methods of assessment is important, as 

factors and its nature that influence organizations variate over time. 

The implementation of bankruptcy assessment is significant function for 

people responsible for financial issues in an organization, but it can also be 

significant for groups of internal and external stakeholders. (Lifschutz and Jacobi, 

2010). Forecasting in advance the statement of bankruptcydoes make a sense in most 
times, however it is practiced that it is especially important during periods of 
financial difficulties and problems upcoming from economic macro factors 

(Diakomihalis, 2012). 

Previous study of Brindescu - Olariu (2016) provided through examples of 

around thousand Europeanentities and it was foundthat arrangement of solvency ratio 

accuracy is 67%. However, this number of precisions makes a significant space when 

errors occurs, so it is determined as satisfactory to state that bankruptcy prediction by 

6



ratio of solvency is still useful determination tool (Chung et al., 2008). Previous 

studieswere based on analysis with 588 insolvent companies as sample participants 

and 588 companies that have problems with solvency. The ideally accurate 

bankruptcy esteem was not considered for the whole population representatives that 

they got an annual level of bankruptcynot as same asit is really represented, and the 

model of assessment configurations were not performed. This research is directed to 

provide the most relevant method for assessing the bankruptcy potential in 

Kazakhstan based on the statistical models relevant for studying population. There 

are still various tools to assess the potential of bankruptcy, however, the proposed 

study methodologyis directed on the description of how accurate analyses of 

bankruptcy assessment for specific region, with minimum risk of error occurring in 

analysis, being at the same time relevant for all interested parties. Analysis resultsthat 

have been performed by analytical estimation based on the given study method is 

helpful in order to clearly understand what the right performance decision for 

financial managers either it can be a startup for further, more specific researches. 

Altman (1968) concluded three main terms to determine business failure are 

monetary unstability, indebtedness, and insolvency. As indicated by his study, 

financial disappointment underlies that consequences of rate of return on investment 

relative and consistently under gaining profit for similar turnovers, where 

indebtedness is identified with a circumstance in which an organization can't perform 

in the way to meet current obligations, imply the absence of liquidity (Gu and Kim, 

2006). However, bankruptcy is a harder position in which an organization is unable 

to pay its loan obligations, petitions for legal issue of court for review of its loans or 

liquidation of organizational assets. 

The empirical study of Stanisic, Mizdrakovic & Knezevic (2013) of the 

developing countries case state that the level of quality of bankruptcy prediction of 

originally developed models usually level down over time. Begley et al. (1996) 

provided a study of Altman's origin Z value model on the several sample and realized



that the model was not as accurate as when it was originally developed. The results of 

this study showed that errors exist in both case | whereas bankrupt firms were 

indicated as non-bankrupt and case II where non-bankrupt companies occurred as 

bankrupts and errors increased over time. Further they re-estimated coefficients based 

on 1980's sample but by applying such a model the average of the Type I and Type II 

error rates was not reduced compared to original model. Grice and Ingram (2001) 

implemented Altman’s bankruptcy prediction model and on over thousands sample 

provided repetitive approach to make the analysis more valid. They implemented 

both models to assess the bankruptcy of the sample and found that Altman’s model 

accuracy significantly decreased, and the original model cannot be implemented in 

valid way without re-assessment of Z value coefficients. The significant note was that 

the accuracy of implementation was larger for manufacturing companies rather than 

to non-manufacturing companies. 

An alternative way to assess bankruptcy of a company is to use market models. 

Even though market models are extremely often used by financial institutions, there 

is an absence of empirical studies that analyzes their accuracy compared to financial 

indicator-based models (Stanisic, Mizdrakovic & Knezevic, 2013). Agarwal & 

Taffler (2008) empirically examined the Z-value in the UK against the market model 

for usage of credit risk estimates and realized that traditional bankruptcy assessment 

models based on financial esteems even dominate market patterns in the considering 

potential bank profitability. Stanisic, Mizdrakovic & Knezevic (2013) did not use 

market models, due to specific interest in small and medium-sized enterprisés, which 
3 

make up about 99% of companies in Serbia and whose participation in the capital 

market is extremely rare. 

The foreign markets already have the special bankruptcy institutions that study 

problems of companies that meet insolvency. Kazakhstan has no similar entities that 

can work with local bankruptcy issues (Sahin & Altey, 2011). However, different 

industries meet increase in bankruptcy percentage (see table |). At the same time,



most of Kazakhstani organizations understand the tendency of economic macro 

factors shifting microenvironment of a company. That is why it can be relevant to 

keep the tendency on the different world markets that have practiced their own risk 

determining departments. If we consider the theoretical basis of bankruptcy issues of 

westem practice, currently it looks like more relevant than ever to develop caution 

systems in advance, that can be helpful to prevent or avert corporate fall, and which 

filter the selection of firms to collaborate with or invest in. 

The main parts of bankruptcy assessment models are based on the analysis of a 

stack of companies. taken from different industries, which stimulate a question of 

comparability of damp financial ratios of such companies and ways that they 

implement the assessment of insolvency (Garskaite, 2008). If industry turbulence 

factors are not considered, models of bankruptcy assessment do not perform well 

enough as variate industries are not similar in respect to fluctuations .of the 

environment of businesses. product life cycles length, capital tenseness and 

profitability (Ooghe & Spaenjers, 2009). 

Unstable financial data over time limit the ability of prediction of the models 

when implemented for different financial periods and business cycle phases. It 

happens due to the variate context of organizational behavior, performance and rates 

of success under different lifecycle periods. C onsidering the nature of bankruptcy, 

that is mentioned above companies meet failed, false and not accurate corporate 

bankruptcy prediction models (Stundziené & Boguslauskas, 2006). 

In some cases, failed bankruptcy models are formed due to fluctuating macro 

factors like economic failure in the country, natural disaster, etc. Fail in 

organizational bankruptcy assessment models is associated with not 

competentfinancial management inorganizational activities that ignore its prediction 

in time where it can be prevented(Mackevicius,Raksteliené, 2005). However, the 

responsibility spreads, when an organization goes bankrupt because of high-risk 

9



activities, deficient objectives, the absence of assessment in the changing financial 

circumstance, the careless corporate bankruptcy assessment (Rukinov, 2006) 

2.3. Bankruptcy assessment models 

A statistical model, like multiple discriminant analysis (MDA'), can be a more 

modern step up compared to an original analysis of coefficients for assessing 

bankruptcy in a singular industry (Gu, 2002). MDA that has been presented by 

Altman, was subsequently implemented to assess potential of the bankruptcy of 

companies by several researchers, including Begley et al. (1996), Beynon and Peel 

(2001) and others. 

Mackeviius and Silvanaviit (2006) provided a study of the implementation of 

five classic empirical statistic models: Altman’s which 1s directed on evaluating 

enterprises whose shares are listed on the stock exchange, Springate, Zaveren, 

Chesser and Taffler & Tisshaw. The formulated in their study the scientific 

statements regarding the bankruptcy prediction in the of linear discriminant analysis 

models (Altman, Springate, Taffler & Tisshaare) are relevant; bankruptcy assessment 

model calculated by the Chesser model was not accurate in overall entities; the 

Zavgren model is totally not relevant and has no excellence to predict bankruptcy in 

the sample 

Garékait (2008) studied the Altman, Liso, Taffler and Springate models in 

Lithuanian companies from a similar industry and found that the results of the 

models’ implementation match the real situation in the case of bankruptcy 

assessment. On the other hand, the research is not as accurate as to the excellence of 

the models; it is stated in her work that it is not recommendable to blindly apply each 

of the models and claim for their ability to asses bankruptcy in Lithuanian companies 

because the specification of both the country’s economy and the company’s field of 

activity must be taken into consideration. However, it is a relevant case, because 

analysis 1s a technique in statistics of multivariate discrimination between groups 

10 
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economics of Lithuania and Kazakhstan has similarities in the enterprise system even 

if other different factors are playing their roles. 

Kanapickien, Rudzionien, and Griauslyt (2008) provided a study of the 

application of six bankruptcy assessment models in Lithuanian organizations of 

different sizes. The list of models consists of: Altman, Tatfler & Tisshaw, Springate, 

Zavgren, and the ones which were studied by Marcinkevicius & Kanapickiene(2014). 

The conclusion was that the analyzed bankruptcy assessment models do not always 

accurately indicate the potential of bankruptcy. The most suitable models to assess 

bankruptcy is determined that one of Marcinkevicius & Kanapickiene among the 

group of medium and small organization and Altman's model among the group of 

large enterprises. 

Karaleviciene and Buzinskiene (2012) examined contemporary bankruptcy 

assessment models. From the empirical examination of several companies, the 

research results state that models that has been examined apart from models that has. 

been performed for European organizations, are appropriate for the assessment of a 

company’s financial situation and bankruptcy potential. The real picture appears, that 

the capability of the corporate liquidation to decide isn't sufficient to ascertain 

distinctive money related indicators (Mackevi¢ius and Silvanavicitité, 2006). To 

evaluate it as precisely as could be allowed and in increasingly target way, the money 

related exchanges of an association and monetary occasions, to consider the 

elements, giving the most critical effect to the organization's budgetary circumstance 

and execution, it is important to utilize a coordinated technique of chapter 1] 

appraisal. In previous studies (Ooghe and De Prijcker, 2007; Rugenyte et al., 2010) it 

is proposed that all assessment of bankruptcy models can be arranged into two 

noteworthy gatherings: old style measurable and man-made reasoning. 

1]
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financiers, investors, creditors and other participants of market who implement the 

prediction of further bankruptcy (Stundziene & Boguslauskas, 2006). 

Armeanu & Cioaca (2014) provided an empirical study of Romaninan capital 

market using Altman's original discriminant analysis model. Nevertheless, it is noted 

in their work that they strongly believe that this model can make errors in conclusion, 

because it was based on historical data, the likelihood that financial data may be the 

subject of financial fraud and creativity. Furthermore, the classification of the binary 

type for companies (as solvent or insolvent) does not take into account the occurrence 

of some temporary difficulties that can’ affect it in debt servicing, what does not 

actually mean that the company is insolvent. 

Linear discriminant analysis models are represented by Springate model, that 

includes four major financial indicators as variables (Mackevigius & Silvanaviéiite 
, by 

2006). If coefficient of Z value in Springate model is less than 0,862 — it can be stated 

that an organization has a risk of becoming a bankrupt. Nedzveckas (2003) applied 

the model for 40 entities acting in the similar industry (financially, by activity with 

considering of macro factor influences) and identified that bankruptcy could be 

determined with 92% excellently. However, later researchers provided an empirical 

evaluation that the accuracy of the model is only 83%.
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In Springate model the potential of bankruptcy is determined according to the 

break poi J or ak point of Z value. Here the bankruptcy is taken in more optimistic sense and is 

denominated as avoidable or unavoidable. So according to the Springate model if Z 

value is lower than 0, 862 the bankruptcy is unavoidable and accordingly vice-versa 

In order to calculate Z value in Springate model, the following information is needed: 

X1 = Operating capital/total assets 

X> = Earnings before interest and taxes/total assets 

X3 = Earnings before interest and taxes/total assets /short - term liabilities 

X4 = Net sales/total assets 

Whereas Z = 1.03X1 + 3,07X2 + 0,66X3 + 0,4X4 

Zaveren and Chesser model is designed to calculate logistic regression from 

components of financial statement and balance sheet. In terms of results of logistic > 

regression models, it will be shown if the company in the zone of risk or not. So, if Z 

value of logistic regression is more than 50% it will be concluded that probability of 

a company’s bankruptcy is high. 

Data required to implement Zavgren model are following: 

WhereasPp = 

X1 = Reserves/net sales 

X> = Short-term assets/reserves 

X3 = Cash/net profit 

X4 = Cash/short-term liabilities 

Xs = Operating capital/ (total equity-short-term liabilities) 

Xo = Long-term liabilities/ (total equity-short-term liabilities) 

X7 = Net sales/net profit 

1 

i+e72 

And P,- probability of bankruptcy; ¢= 2,71828; Z- linear analysis of the function. 

Data required to implement Chesser model of prediction are following: 

X1 = Cash/net profit 

X2 = Net sales/cash 

X3 = EBIT/net profit



X4 = Total liabilities/net profit 

Xs = Long-term assets/total equity 

Xo = Operating capital/net sales 

1 

1+e74 
Whereas Pz = 

And Pg- probability of bankruptcy: e= 2,71828; Z- linear analysis of the function. 

3.2. Research design 

This research has the descriptive nature that is directed to give a picture of 

what we have now in Kazakhstani financial situation. Description of concepts is 

helpful in order to understand actual financial regularity in Kazakhstan and more 

accurate predict the future of companies in Kazakhstan. 

The research will have the quantitative character since the nature of the topic 

has financial basics. Comparative framework that is taken as methodological basis in 

the given research requires data collected in figures and then calculations of 

requirable indicator. 

3.3. Sample design 

In order to implement the research methodology, it is needed to take 

Kazakhstani companies as a population. The sampling method is selected as a non- 

random opportunity sampling. Due to limitations in time, Kazakhstani organizational 

mentality that is strongly associated with accessibility to data, opportunity sampling 

is the only appropriate method for this research. 

Among 7 selected companies around Kazakhstan there will be companies that 

are currently in good conditions and far away from bankruptcy conditions. Also, 

there will be companies that have a risky situation now. Companies will be selected 

among LLP and public JSC from different industries what will give us know if some 

specifications of industries are significant or not through different bankruptcy 

potential models. 

3.4. Data gathering 

16



Required data will be collected from financial statements conducted by 

financial managers of Kazakhstani companies selected in the sample. The data will 

be retrieved from kase.kz. Information that is only requirable according to models in 

methodology will be taken. Since we need to check reliability of different models we 

need data from prévious years that have replication on current financial situations of 

companies. 

17



4. ANALYSIS 

4.1. Altman model 

The results of bankruptcy assessment analysis of financial indicators in last 

financial periods of selected companies by Altman Z coefficient model show that 

company A (Z value = 4.68) has low potential to become a bankrupt in near future. 

Selected failing companies D (Z value = 0.71) and company G (Z value = 1.07) have 

very high potential to become a bankrupt. However, Altman model also showed that 

Company B (Z value= 1.90), Company C (Z value = 2.09), Company E (Z value = 

2.10) and Company F (Z value = 2.12) still have potential to become bankrupt. 

Financial situation on Kazakhstan Stock Exchange shows that the last category 

doesn’t feel problems with bankruptcy and. they are able to pay their liabilities to 

shareholders. The bankruptcy assessment of selected companies that has been 

analyzedby the model of Altman can be rejected seems it cannot reflect the real 

financial situation of companies in Kazakhstan, and the results show the 

ineffectiveness of the Altman models to assess bankruptcy Kazakhstani companies. 

However, since there are some previous studies showing the relevance of Altman’s 

model, it can be admitted that assessment of companies’ bankruptcy by Altman has a 

relationship with acting industry and some macro factors that can shift results. 

Table 4.1.1. Altman bankruptcy assessment model implementation among 

companies in Kazakhstan 

: The calculation model taltman) 2 = 2.2X2 = 1,4%2 = 3,3X3 + 0,5X4 - X5. 

- Financial Ratios Company A Company B Company C Failing Company D Company E CompanyF Failing Company G 

:oyl  Goerat rg caital/total assets 3,29 942 C46 “0,39 0.84 0,08 “0.04 
2 y2 Sataired earn ces/total assets o42 624 C.G2 0,22 4.24 0.24 0,47 

- a1? Oi? 6.32 22 0,42 0.21 9,02 

sod Vise et value 5.70 3.45 C21 0.29 0,00080 124 6.64 

Net sees/total assets O42 a 0,33 0,23 3000178 9,46 0.02 
2 value 456 a7 2.10 2,12 107 
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4.3. Zavgren model 

According to implemented Zavgren model of bankruptcy assessment whereas 

company is stated as bankrupt if potential ratio is more than 50%, companies A, B, C. 

E and F have 100% potential of bankruptcy. Failing company D has result of 0,11%, 

that showing that company is far away from bankruptcy. Company G has the same 

result with companies A, B, C, E and. F and it is 100%. These results of linear 

regression model didn't reflect the real situation of real companies’ financial situation 

instead of failing company G. In this sense it can be stated that model is not relevant 

to assess bankruptcy in Kazakhstan by Zavgren model. 

Table 4.3.1. Zavgren bankruptcy assessment model implementation among 

companies in Kazakhstan 

The calculation model (Zavgren) Predictions Lél-e%z, ZEG.LINE = 1 SGK2 + 0 7ENE ROTA DdeNSs 2,35%5- G47 O24 

Financial Ratios Company A Company 8 Company C Failing Company ® Company & Company Failing Company G 

“ o.08 B02 0,08 a2S7 0,02 am 

O 18,28 193,02 9.03 327 346.76 

5 6.02 0.28 0,02 a 0°: 

Xo 

Nrt 
ne 

Ve 

«4 5.92 vcs oot 22 0.09 

5 Stes C4? 221 1.22 At4 C28 

x5 He 
: 20 

° etva 138 4,02 270 8 as9 

“9 Wes te ° a 
a -O,5 

x7 Net sales/n 
tabs 1.23 9,73 19 1.25 

“2value 
DARTS 323.3% 

“12.53 75,92 44.28 

, sot, 2 155 200: 

Bankruptcy probability proc. 

3 200% 

Very cE? very gs Very tg Very! Vee ié Very 3 

The probability of bare runlcy 485685" 

4.4. Chesser model 

Chesser model is one more linear regression model using different financial 

indicators than Zavgren model. Implementation of this model in Kazakhstani 

hat company A (0.00000000000006%), company B (0.004), 
companies showed t 

(0,0000000001%) and company F (0.27%) have 
company C (0.1%), Company E 
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very low potential to become a bankrupt. That is what real financial situation shows. 

However, results of failing company D (0.0041%) and failing company G 

(0,00000001%) show that these companies are also far away from bankruptcy what 

has no real reflection of current financial positions of companies in Kazakhstan. 

From this sense it can be stated that Chesser model like Zavgren model does not 

reflect the real financial situation and can be rejected to assess bankruptcy among 

Kazakhstani companies. 

Table 4.4.1. Chesser bankruptcy assessment model implementation among 

companies in Kazakhstan 

The celeulation model (Chesser) Prediction= titeesr: Ze -2,0434-5, 

Financiaf Ratios Company A Company 8 Company C 

xi Cashinet profit 6,02 0,35 0,32 0.02 

x2 f 42,42 3,25 5.37 72,42 

x2 
2,63 1,20 478 6,70 

xd it 10,42 3,20 4.868 485 

x5 , Long-ter’ assets/total equity 176 2,19 3.37 1,76 

xd Ciperating capitsl/net sales “4,56 2,87 438 20,84 

2 value 64.80 “18.83 -13,32 “28,65 

Bankruptcy probability pros. 0.90092099+2 0.00453 0,156 9,0941% 

Vary fow Very low 

The probability of bankruptcy e75e55729 Very iow Very low 
Very low 

Company F 

6.97 

1,04 

127 

277 

154 

9,37 

10.94 
0,278 

“+ Very low 

5,244 - 0.0052N2 + 6.8507K2 - 4,4009%4 - 0.07945- 0.2021K8 © 

Failing Company D Company é Failing Company-G 

0,01 

Very low



5. DISCUSSION 

After provision, structuring, summarizing and implementation of 

companies assessment of bankruptcy and theoretical model determination, it is stated 

that the statistical models are the most practiced, like logistic regression or linear 

discriminant analysis models for prediction of bankruptcy. Assessment models by 

artificial intelligence are compared with generally used statistics models, and they are 

absolutely modern and not studied sufficiently enough. so currently these models 

didn’t get spread scientific recognition and weren’t implemented enough in practical 

cases to make any specific conclusions.. Altman bankruptcy assessment model has 

received the biggest scientific recognition and acceptance;however. the assessmentis 

still shifted. Recent researchers had its rejection, different studies claim that it’s the 

only applicable model for assessment of bankruptcy in an organization, however it 

must be enveloped by adjustments of components” value. Previous researchers have 

studied different models of bankruptcy assessmentwhich are interpreted in various 

ways by different researchers, so it is complicated to strictly approve the actual 

appliance of the model implementation, since it is not enough understandable which 

numbers in the financial ratio are relevant. However, in this work it was found that 

more applicable for companies in Kazakhstan as actors in Springate model is 

developing economy. Since the economy has its specifications, regulations and other 

factors then Altman model may be not relevant for Kazakhstan. 

The comparative approach of the bankruptcy assessment models 

determinedthat four financial ratios which are the most significant in the prediction: 

working capital,assets ratio, PBIT and assets ratio, sales revenue and assets 
9 

turnoverand finallysales revenue and 

gnificant issue to estimatethe efficiency of how an 

monetary turnovers. Itstatesthat inthe 

assessment of bankruptcy, it 1s SI 

organization uses its assets to effectively providesales operations and make the profit 

for an organization. In some cases, authors use different ratios, but in general they 

want to estimate the same and relative part of assets profitability and their indicators 

of efficiency. In general, most of bankruptcy assessmenttechniques use similar 
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6. LIMITATIONS 

he main limitation occurred in this work is a critically low time resource si 
_ 

nce 

the topic is spread in differ | | 
pic is spread in different way. To assess the methodology in more valid and 

eliable way it is better to implement repetitive comparative analysis of different 

methods of bankruptcy assessment. 

The second critical limitation was the accessibility in collection of primary dat a 

for methodology implementati Lay: ; a 

oy il ntation. Kazakhstani organizational behavior is kind of 

close and afraid of competitive benchmark, so most of companies provide 

information only in confidential way. In most cases financial managers in Kazakhsta 
gels il n 

are not interested in scientific contribution, so they keep the data closed 

One more import 

tists. Most of researches in Kazakhstan 

e only that is made based on Altman’s model. However, the topic is 
> 

have accessibility in literature of different previous 

ant limitation was in the absence of similar studies of local 

scien 
were directed on the nature of the 

bankruptcy and th 

well enough studied abroad to 

practices that supported an absence of long-time data collection. 

7, FUTURE RESEARCH 

of the bankruptcy case in Kazakhstan still didn’t occurred on an 

The education 

above in this work, all of companies in Kazakhstan have 

appropriate level. As it said 

under the risk of ban 

kruptcy prevention. This research can be used as a basis for potential to be kruptcy, however there is no special institution 

that specialized on ban 

tial of creating this specified institution that will work 

further education of the poten 

ruptcy regulation in 

an be a basis for further detailed education of bankruptcy with the case of bank 
Kazakhstan. 

This research is also C 

n in the type of dee 

hes dedicated '0 bankruptcy forecasting in Kazakhstan and 
‘ssue in Kazakhsta 

per education of each model presented above. 

a lack of researc 
There is 

ical models to 
especially empit 

r calculating the forecast. As most educated and 

scientifically excellen 

7 Kazakhstani 
ec 

t that issue will be as less companies will be suffering from 

bankruptcy i 
onomy.-
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