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Abstract: This article explores the challenges of taxation in the digital economy with a specific focus 

on the Uzbekistan. The rapid growth of digital technologies, e-commerce, and cross-border online 

services has significantly complicated the functioning of traditional tax systems. The study 

highlights key issues such as the lack of physical presence of digital companies, difficulties in 

determining tax jurisdiction, and the risks of base erosion and profit shifting (BEPS). In the context 

of the Uzbekistan, these challenges are particularly important due to the ongoing digital 

transformation and economic reforms. The paper also analyzes recent policy measures, including 

the introduction of VAT on digital services, the expansion of electronic tax administration, and 

efforts to align national tax regulations with international standards proposed by the OECD. It is 

concluded that strengthening tax administration, enhancing international cooperation, and adopting 

advanced digital technologies are essential for improving tax compliance, increasing fiscal revenues, 

and ensuring sustainable economic development in the Uzbekistan. 
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Introduction 

In the 21st century, the rapid development of the digital economy has fundamentally 

transformed global economic systems, reshaping production processes, consumption patterns, and 

international trade. Digital technologies such as cloud computing, artificial intelligence, and big data 

have enabled businesses to operate across borders without physical presence. While this 

transformation creates new opportunities for economic growth, it also introduces complex 

challenges for national taxation systems[1]. 

These challenges are particularly relevant for the Uzbekistan, where comprehensive economic 

reforms and digital transformation policies have been actively implemented in recent years. Since 

2017, the government of Uzbekistan has prioritized the development of a digital economy, including 

the expansion of e-commerce, digital payment systems, and IT services. The introduction of 

electronic government platforms and online public services has significantly improved transparency 

and efficiency in public administration[2]. 

According to official data, the share of the digital economy in GDP is steadily increasing in 

the Uzbekistan, and the number of internet users and online transactions has grown rapidly. In 

particular, the development of IT parks and support for startups have contributed to the expansion 

of digital entrepreneurship. However, despite these positive trends, the national tax system is still in 
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the process of adapting to new economic realities. 

One of the key issues is the taxation of foreign digital companies providing services to local 

consumers without having a permanent establishment in the country. This creates difficulties in 

determining tax jurisdiction and leads to potential losses in state budget revenues. For example, 

global digital platforms can generate significant income from users in the Uzbekistan without being 

fully subject to local taxation. 

Another major concern is base erosion and profit shifting (BEPS), where multinational 

companies shift profits to low-tax jurisdictions. This practice reduces the taxable base and 

negatively affects fiscal stability. In response, international organizations such as the OECD have 

developed initiatives, including the global minimum tax rate of 15%, aimed at ensuring fair 

distribution of tax revenues[3]. 

In recent years, the Uzbekistan has taken steps to modernize its tax system, including the 

introduction of value-added tax (VAT) on certain digital services provided by foreign companies, 

as well as the digitalization of tax administration through online reporting and electronic invoicing 

systems. Nevertheless, challenges remain in ensuring effective enforcement, monitoring cross-

border transactions, and improving taxpayer compliance. 

Therefore, analyzing the challenges of taxation in the digital economy and developing 

effective policy solutions tailored to the conditions of the Uzbekistan is of great importance. 

Addressing these issues will contribute to increasing budget revenues, ensuring tax fairness, and 

supporting sustainable economic development in the digital era[4]. 

 

Literature Review 

The rapid expansion of the digital economy has introduced significant challenges to traditional 

taxation systems worldwide. According to estimates by the World Bank, the digital economy 

accounts for approximately 15–20% of global GDP, reflecting the increasing role of digital 

platforms, e-commerce, and online services in modern economic activity. This transformation has 

also affected developing economies such as the Uzbekistan, where digitalization is actively 

promoted as part of national economic reforms. In Uzbekistan, the legal framework governing 

taxation is defined by the Tax Code of the Republic of Uzbekistan, which was adopted in a new 

version in 2020 and is officially published through the LEX.UZ legal information system[5]. The 

Tax Code establishes general taxation principles, taxpayer obligations, and procedures for tax 

calculation and payment. One of the key reforms introduced in recent years is the application of 

value-added tax (VAT) to digital services provided by non-resident companies. 

According to official tax regulations aligned with the Tax Code, the VAT rate in Uzbekistan 

is set at 12%. Since 2020, foreign digital service providers supplying services to individuals in 

Uzbekistan are required to register for VAT purposes and comply with local tax obligations. This 

includes global companies such as streaming platforms, online advertising providers, and digital 

marketplaces. The principle of “place of consumption” is applied, meaning that services are taxed 

in the jurisdiction where they are consumed rather than where the provider is located[6]. 

Empirical data from Uzbekistan’s tax administration indicates that the number of foreign 

digital companies registered as VAT payers has increased significantly. By 2025, more than 70 

foreign digital companies had registered, generating over 120 billion Uzbek soums in tax revenues 

from digital services. This demonstrates the effectiveness of digital taxation mechanisms in 

expanding the tax base and increasing state budget revenues. 

The State Tax Committee of the Republic of Uzbekistan has played a key role in modernizing 

tax administration through digital tools. The implementation of electronic invoicing systems, online 

cash registers, and electronic tax reporting platforms has improved transparency and reduced 

opportunities for tax evasion. According to official and analytical reports, digital tax administration 

systems can improve tax collection efficiency by approximately 10–20%[7]. 

At the international level, the OECD has introduced the Base Erosion and Profit Shifting 

(BEPS) framework to address tax avoidance by multinational enterprises. A key component of this 

initiative is the global minimum tax of 15%, which has been agreed upon by more than 140 
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countries. This reform aims to ensure that multinational corporations pay a fair share of taxes 

regardless of where they operate. 

Further support for digital tax reform comes from reports by the International Monetary Fund, 

which indicate that countries implementing digitalized tax systems can increase tax revenues by 

approximately 10–25%. These findings highlight the importance of digital infrastructure in 

improving tax compliance and strengthening fiscal stability. In Uzbekistan, the digital economy is 

also expanding rapidly. Estimates suggest that sectors such as e-commerce and IT services are 

growing at an annual rate of approximately 15–25%. The increasing number of internet users, which 

has grown from around 20 million in 2017 to over 30 million in recent years, further supports the 

expansion of digital markets and creates new challenges for taxation policy[8]. 

In conclusion, the reviewed literature and empirical data indicate that Uzbekistan is actively 

adapting its tax system to the realities of the digital economy. The introduction of VAT on digital 

services, the registration of foreign digital companies, and the digitalization of tax administration 

represent important steps toward aligning national tax policy with international standards. At the 

same time, ongoing challenges such as profit shifting, jurisdictional complexity, and the need for 

further modernization of tax mechanisms remain relevant and require continuous policy 

development[9]. 

 

Materials and Methods 

 This study employs a qualitative research approach to analyze taxation challenges in the 

digital economy in the context of the Uzbekistan. The research is based on a doctrinal analysis of 

legal norms, primarily the Tax Code of the Republic of Uzbekistan, accessed through the LEX.UZ 

legal information system. 

The study uses descriptive and comparative methods. The descriptive method is applied to 

examine the current state of digital taxation in Uzbekistan, including VAT on digital services and 

the registration of foreign digital companies. The comparative method is used to relate Uzbekistan’s 

practices to international approaches, particularly the recommendations of the OECD regarding 

digital taxation and BEPS initiatives. 

In addition, secondary data and reports from institutions such as the World Bank and the 

International Monetary Fund are used to support the analysis of global trends and best practices in 

digital taxation. 

 

Results and Discussion 

The analysis of taxation in the digital economy in the context of the Uzbekistan demonstrates 

that the implementation of value-added tax (VAT) on electronic services provided by non-resident 

companies has significantly increased the country’s tax base and improved fiscal outcomes. Based 

on the provisions of the Tax Code of the Republic of Uzbekistan and official data published through 

LEX.UZ and the State Tax Committee, Uzbekistan has established a consumption-based taxation 

model for digital services, which aligns with international practices[10]. 

One of the most important findings is the steady growth in tax revenues collected from foreign 

digital companies. In the first half of 2025, a total of 72 foreign companies providing electronic 

services paid approximately UZS 78.2 billion in taxes to the state budget, representing a 42% 

increase compared to the same period in 2024. This indicates a rapid expansion of the taxable digital 

services market and improved compliance among foreign taxpayers[11]. 

Further data shows that by the end of 2025, the number of foreign companies registered as 

VAT payers in Uzbekistan increased to around 73–78 entities, depending on the reporting period. 

These companies include major global digital platforms such as Meta, Apple, and Google, which 

together account for the majority of tax revenues. For instance, Meta contributed about UZS 22.6–

35.2 billion, Apple about UZS 22.1–35.1 billion, and Google about UZS 19.4–31.2 billion, 

depending on the reporting period[12]. 

A more comprehensive dataset indicates that in 2025, total tax revenues from foreign digital 

services reached approximately UZS 181.3 billion, reflecting a 50% increase compared to 2024. 
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This growth demonstrates that digital taxation has become a stable and increasingly significant 

source of public revenue in Uzbekistan. Moreover, the total volume of digital services provided by 

foreign companies exceeded UZS 1.48 trillion in 2025, compared to approximately UZS 1.00 trillion 

in 2024, indicating a substantial expansion of the digital services market. 

The distribution of tax contributions among companies is highly concentrated. Data shows 

that more than 90% of total tax revenues are generated by the top ten foreign digital companies. 

This concentration reflects the dominance of major global platforms in Uzbekistan’s digital 

ecosystem and suggests that a small number of large players contribute disproportionately to the tax 

base[13]. 

From a legal perspective, the Tax Code establishes that foreign legal entities providing 

electronic services to individuals in Uzbekistan must register as VAT payers and submit tax reports 

on a quarterly basis, with payments due no later than the 20th day of the month following the 

reporting period. This provision ensures timely collection of taxes and reduces administrative 

delays. 

Another important result is the effectiveness of the “place of consumption” principle 

embedded in Uzbek tax legislation. Under this approach, digital services are considered to be 

supplied in Uzbekistan if the consumer is located within the country. This principle is determined 

based on indicators such as the user’s IP address, payment method, and residence. This mechanism 

allows Uzbekistan to tax cross-border digital services even in the absence of a physical presence of 

the supplier[14]. 

The digitalization of tax administration by the State Tax Committee of the Republic of 

Uzbekistan has also contributed to improved tax compliance. The implementation of electronic VAT 

invoicing systems, online reporting platforms, and automated monitoring tools has enhanced 

transparency and reduced opportunities for tax evasion. As a result, tax collection efficiency has 

improved, and the shadow economy related to digital transactions has been partially reduced[15]. 

In the broader international context, Uzbekistan’s approach is consistent with 

recommendations of the OECD regarding the taxation of the digital economy. The adoption of VAT 

on digital services aligns with global trends aimed at ensuring that digital businesses contribute 

fairly to the economies in which they operate. This is particularly relevant given that digital services 

can be delivered remotely without physical infrastructure, creating challenges for traditional tax 

systems[16]. 

Overall, the results indicate that Uzbekistan has made substantial progress in adapting its tax 

system to the digital economy. The combination of legislative reforms, digital administration tools, 

and international alignment has resulted in increased tax revenues, improved compliance, and a 

more structured regulatory environment for digital services. However, the continued growth of the 

digital sector suggests that further improvements will be necessary to maintain efficiency, address 

emerging challenges, and ensure long-term fiscal sustainability[17]. 

  

Conclusion   

The transition toward a digital economy has significantly transformed economic activities and 

posed new challenges for taxation systems worldwide. In the case of the Uzbekistan, the rapid 

growth of digital services, e-commerce, and cross-border online transactions has made it necessary 

to adapt the national tax framework to emerging realities. The analysis shows that Uzbekistan has 

already taken important steps in this direction by introducing VAT on digital services provided by 

non-resident companies and by modernizing its tax administration through digital tools. 

The current legal foundation, particularly the Tax Code of the Republic of Uzbekistan, 

provides a structured basis for regulating taxation in the digital environment. Through provisions 

implemented and accessible via LEX.UZ, the tax system has incorporated the principle of taxation 

based on the place of consumption, allowing the state to tax digital services consumed within its 

territory. This approach aligns with international practices and ensures that foreign digital 

companies contributing to the local market also participate in the tax system. 

Despite these achievements, several structural and operational challenges remain. One of the 
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key issues is the difficulty in determining tax jurisdiction in cross-border digital transactions, 

especially when services are provided remotely without a physical presence. Another challenge is 

the risk of base erosion and profit shifting, where multinational enterprises allocate profits to low-

tax jurisdictions, thereby reducing taxable income in the countries where actual economic activity 

takes place. These challenges require continuous improvement of both legal frameworks and 

administrative mechanisms. 

The role of the State Tax Committee of the Republic of Uzbekistan is crucial in addressing 

these issues through the ongoing digitalization of tax processes. The implementation of electronic 

invoicing, online reporting systems, and automated monitoring tools has improved transparency and 

reduced opportunities for tax evasion. However, further development of data integration systems 

and real-time monitoring capabilities is necessary to fully leverage the potential of digital 

technologies in tax administration. 

In terms of international alignment, Uzbekistan’s tax policy can benefit from closer integration 

with global initiatives led by the OECD, particularly the Base Erosion and Profit Shifting (BEPS) 

framework and the global minimum tax standards. Participation in such initiatives will help ensure 

consistency, reduce tax competition risks, and promote fair taxation of multinational digital 

enterprises. 

Additionally, strengthening cooperation with international financial institutions such as the 

World Bank and the International Monetary Fund can support Uzbekistan in adopting best practices 

in digital taxation, improving institutional capacity, and enhancing fiscal sustainability. These 

organizations emphasize that digitalization of tax systems can significantly increase efficiency, 

often leading to higher tax compliance and improved revenue collection. 

From a strategic perspective, further reforms should focus on enhancing legal clarity regarding 

digital services, expanding the scope of taxable digital activities, and ensuring that legislation keeps 

pace with technological advancements. At the same time, investments in human capital, technical 

infrastructure, and digital literacy within tax authorities are essential for effective implementation 

of these reforms. 

In conclusion, while Uzbekistan has made meaningful progress in adapting its tax system to 

the digital economy, continued efforts are required to address remaining challenges. A 

comprehensive approach that combines legal reform, administrative modernization, international 

cooperation, and technological innovation will be essential for ensuring an efficient, fair, and 

sustainable taxation system capable of supporting long-term economic development in the digital 

era.  
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