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Abstract: The rapid expansion of digital economic activity has generated significant
challenges for conventional tax systems worldwide, and Uzbekistan is no exception. This article
examines the evolving landscape of digital economy and e-commerce taxation in Uzbekistan over
the period 2021 2025, drawing on official statistical sources and fiscal reports. By analyzing
growth trends in e-commerce turnover, tax revenues attributable to the digital sector, and the
legislative frameworks governing digital taxation, the study reveals a consistent expansion in both
market size and fiscal contribution, albeit with structural gaps in enforcement, registration
compliance, and cross-border digital service taxation. The findings suggest that while progress has
been considerable, sustainable fiscal integration of the digital economy demands strengthened tax
administration capacity, harmonized VAT treatment of foreign digital services, and enhanced data-
sharing mechanisms between platform operators and tax authorities.
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INTRODUCTION

The relationship between taxation and digitalization has emerged as one of the most
consequential debates in contemporary fiscal policy. As commerce increasingly migrates to online
platforms and digital services transcend national boundaries, conventional tax
frameworks designed largely for brick-and-mortar transactions with clear jurisdictional
attachments struggle to capture the full scope of economic value generated. For emerging
economies undergoing concurrent liberalization and digital transformation, this challenge assumes
particular urgency, demanding not only legislative innovation but also fundamental reconsideration
of administrative capacity. Uzbekistan presents a compelling case study in this regard. Over the
five years from 2021 to 2025, the country witnessed an extraordinary acceleration in its digital
economy, propelled by rising internet penetration, an expanding fintech ecosystem, the
liberalization of the payments sector, and a cohort of legislative reforms aimed at formalizing and
incentivizing e-commerce activity. The State Statistics Committee documented a more than six-fold
expansion in measured e-commerce turnover during this period, while the Tax Committee
simultaneously implemented a series of measures to improve digital-sector compliance and broaden
the taxable base.

This article seeks to provide a rigorous, evidence-based assessment of how Uzbekistan has
navigated the taxation of its digital economy and e-commerce sector between 2021 and 2025.
Drawing on official data from the State Statistics Committee (stat.uz), the Tax Committee
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(solig.uz), and the legislative corpus archived at lex.uz, the analysis proceeds in four substantive
stages: a review of the international scholarly literature on digital taxation; an empirical
examination of sectoral growth trends and fiscal outcomes; a critical appraisal of Uzbekistanfil
legislative and administrative responses; and a set of evidence-informed policy recommendations.

As the OECDJ#l foundational assessment of digital economy tax challenges established, the
central problem is not merely definitional but fundamentally structural in nature. In the words of
this landmark policy document [1]. This structural dimension is acutely felt in Uzbekistan, where
the boundaries between formal and informal digital commerce remain poorly delineated, and where
the administrative infrastructure for monitoring platform-mediated transactions is still under
development. The study aims to contribute to the growing but still limited body of research on
digital governance in Central Asia, while offering transferable insights for comparable transitional
economies.

LITERATURE REVIEW

The scholarly examination of digital economy taxation has evolved considerably over the past
two decades, shaped by the accelerating pace of technological change and the growing fiscal
implications of platform-based commerce. Early contributions focused primarily on jurisdictional
ambiguity that is, the question of how states could assert taxing rights over transactions lacking
clear geographical anchoring. Over time, the literature has broadened to encompass questions of
VAT design, corporate tax reform, economic efficiency, and the governance of platform economies.

Varian (2010) offered a foundational theoretical account of how computer-mediated
transactions differed structurally from conventional exchanges, not merely in medium but in market
architecture. His framework highlighted the fundamental challenge this poses for traditional tax
measurement [2]. This insight proved seminal for subsequent discussions of how corporate income
taxes, originally designed to capture returns from fixed capital investment, could be adapted for
asset-light digital business models whose primary inputs data, algorithms, and user
engagement carry no conventional balance-sheet valuation.

The question of value-added taxation received careful treatment from Keen and Mintz (2004),
who examined the economics of VAT registration thresholds and their implications for small and
medium-sized enterprises operating across multiple jurisdictions. Their core insight on threshold
design remains directly applicable to e-commerce markets [3]. The policy dilemma whether to
enforce threshold rules strictly, thereby imposing compliance costs on small operators, or to raise
thresholds, thereby forgoing revenue is one that Uzbekistanl Tax Committee has confronted
repeatedly since 2021, particularly given the large population of micro-sellers operating through
social media and messaging platforms.

Bauer, Lee-Makiyama, van der Marel, and Verschelde (2014) extended the analysis to
encompass the costs of regulatory divergence and data localization in the digital economy, using
cross-country evidence. Their findings on the economic costs of inconsistent treatment are
particularly pertinent for a small open economy like Uzbekistan [4]. Their findings are directly
relevant to Uzbekistanid situation, where the government has sought to balance aspirations toward
digital sovereignty with the practical necessity of remaining attractive to foreign digital service
providers.

The OECDR Base Erosion and Profit Shifting (BEPS) initiative brought unprecedented
multilateral attention to digital tax avoidance, yet conceptual disagreements persisted. Devereux
and Vella (2018) provided a rigorous theoretical critique of both destination-based and origin-based
approaches to taxing digital multinationals. They identified the foundational tension in international
digital taxation as follows [5]. Their analysis was instrumental in shaping the Pillar One and Pillar
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Two frameworks that now constitute the emerging international standard, and it informs
Uzbekistan ongoing engagement with those mechanisms.

The International Monetary Fund (2019) contributed a comprehensive policy assessment of
corporate taxation in the global digital economy, with particular attention to the differential
vulnerability of lower-income countries. The Fundfi central warning about unilateral measures
bears direct relevance to Uzbekistani policy choices [6]. The Fundid estimates indicated that
developing economies, which typically rely more heavily on corporate income tax as a share of
GDP, face proportionally greater exposure to revenue erosion through digital profit-shifting than do
their advanced counterparts a concern germane to Uzbekistan as it seeks to attract technology
investment from both regional and global sources.

Finally, Agrawal, Gans, and Goldfarb (2018) approached the digital economy from an
economic-technological perspective, examining how artificial intelligence and machine learning
were reshaping the cost structure of decision-making across virtually every productive sector. Their
characterization of the Al-driven economy is especially relevant to tax compliance monitoring [7].
While their primary focus was on productivity and market structure rather than taxation, this
characterization of the Al-driven economy has important implications for tax base measurement
and for the capacity of authorities to monitor compliance in increasingly algorithm-mediated
markets.

Taken together, this body of literature converges on several themes directly applicable to the
Uzbek context: the importance of VAT system design for e-commerce compliance; the risks of
jurisdictional arbitrage for cross-border digital services; the institutional capacity requirements for
effective digital tax administration; and the need for internationally coherent frameworks that
protect small economies from competitive distortions.

RESEARCH METHODOLOGY

This study was conducted using both qualitative and quantitative methods. Various
methodological approaches were employed to evaluate the taxation of the digital economy and e-
commerce, as well as to analyze emerging trends, key challenges, and potential policy responses in
Uzbekistan.

ANALYSIS AND RESULTS

E-Commerce Market Development in Uzbekistan, 2021 2025:

The growth of Uzbekistanfi e-commerce sector over the 2021 2025 period can only be
described as transformative. From a relatively modest base in 2021, when total measured e-
commerce turnover stood at approximately 3.2 trillion Uzbek soums, the market expanded to an
estimated 21.3 trillion soums by 2025 representing a cumulative increase of approximately 565
percent over five years. The State Statistics Committee characterized this expansion in its official
statistical digest as follows [8]. This trajectory far outpaced nominal GDP growth and reflected the
combined effect of increasing internet and smartphone penetration, the proliferation of digital
payment infrastructure, and a supportive regulatory environment. Table 1 presents the key
indicators of this expansion as documented by official sources.

Table 1.
E-Commerce Market Development Indicators in Uzbekistan, 2021 2025
Yea Coml:;l-erce Annual Registered Internet Share
r Turnover Growth E-Commerce Penetration  in Retail
Rate (%) Entities (units) (%) Trade (%)

(trillion UZS)
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Yea Com}:;l_erce Annual Registered Internet Share
T e G Bl Rt e
(trillion UZS)

2021 3.2 473 1,850 55.2 2.1
2022 5.7 78.1 2,340 60.8 3.4
2023 9.4 64.9 3,120 66.5 5.2
2024 14.8 57.4 4,280 72.3 7.8
2025 21.3 43.9 5,650 77.1 10.4

Several observations are warranted. First, the peak growth rate recorded in 2022 a remarkable
78.1 percent reflected not merely genuine market expansion but also a significant formalization
effect: as the Tax Committee intensified its registration drive, transactions that had previously been
invisible to official measurement entered the statistical record. Second, the deceleration observed
from 2022 to 2025 should not be read as market saturation but as the natural statistical tendency of
large bases to produce lower percentage increments even as absolute volumes continue to grow
substantially. Third, the steady rise in registered e-commerce entities from 1,850 in 2021 to 5,650
in 2025 indicates genuine improvements in formalization.

Fiscal Contribution of the Digital Sector:

The expanding e-commerce market has generated progressively larger fiscal flows, although
the share of digital sector taxes in total revenues, while growing, remains modest relative to the
sectorfil economic weight. The Tax Committeef annual revenue reports characterize this
trajectory in the following terms [9]. Table 2 synthesizes the fiscal data available from the Tax
Committee for the 2021 2025 period, disaggregating total tax revenues, digital sector contributions,
and the VAT component derived from e-commerce and digital services specifically.
Table 2.

Tax Revenue Contributions from the Digital Sector in Uzbekistan, 2021 2025

2021 124.7
2022 168.4 1,520 0.90 610 .
2023 2146 2,480 1.16 980 ,
2024 2673 3,840 1.44 1,520 . Ok
2025 318.5 5,620 176 2,280 . =

Three analytically significant patterns emerge from these data. First, total digital sector tax
revenues grew from 890 billion soums in 2021 to 5,620 billion soums in 2025 a 531 percent
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increase substantially outpacing both nominal GDP growth and the rate of increase in total tax
revenues. Second, the share of digital sector taxes in total revenue rose from 0.71 percent in 2021 to
1.76 percent in 2025, though this ratio remains strikingly low given the sectorfil expanding share in
overall economic activity. Third, the VAT component grew from 340 billion to 2,280 billion soums,
accounting for approximately 40 percent of total digital sector tax revenues by 2025, reflecting the
successful implementation of VAT on digital services supplied by foreign providers.

Graphical Analysis of Key Trends:

Figure 1 below visualizes the joint trajectory of e-commerce turnover and digital sector tax
revenues over the 2021 2025 period. The dual-axis chart reveals a consistent co-movement
between market growth and fiscal contribution, with the gap between the two measures narrowing
gradually over time a pattern that suggests improving tax compliance ratios as the legal and
administrative framework has matured. The steepening of the tax revenue curve after 2022 suggests
that the legislative changes introduced in that year produced measurable fiscal returns within a
relatively short implementation horizon.

Legislative and Regulatory Framework:

The fiscal outcomes documented above were shaped by a sequence of legislative and
regulatory interventions that substantially redefined the taxation of digital commerce in Uzbekistan.
The foundational policy impetus derived from the Presidential Decree PF-5992 of April 28, 2020,
which established the Digital Uzbekistan 2030 strategy. The decree articulated the dual mandate of
the digital economy/il fiscal governance as follows [10]. Building on this mandate, the Tax Code of
Uzbekistan was amended in 2022 to introduce a supplier registration model for foreign providers of
electronic services. Under this model, non-resident digital service providers including
multinational streaming platforms, cloud computing services, and application distributors were
required to register with the Tax Committee, charge VAT at the standard rate of twelve percent on
services supplied to Uzbek consumers, and remit collected amounts through a dedicated online
portal. Subsequent reforms in 2023 and 2024 extended the scope of digital transaction reporting,
introduced mandatory use of electronic receipts for online retailers, and established interoperability
requirements between e-commerce platforms and the Tax Committeel electronic monitoring
system.

In 2026, further amendments to the Tax Code introduced a tiered tax treatment for digital
marketplace participants based on their annual turnover. Additionally, the Ministry of Finance
announced an initiative to align Uzbekistanfi§l digital taxation framework with the OECD Pillar
Two minimum tax rules. These developments signal a sustained commitment to progressive fiscal
integration of the digital economy.

CONCLUSION

This article has examined the taxation of Uzbekistankl digital economy and e-commerce
sector across the 2021 2025 period, situating empirical findings within the broader international
literature on digital fiscal policy. The evidence assembled from official sources points to a picture
of substantial progress overlaid by persisting structural challenges. On the positive side, the growth
of the e-commerce market from 3.2 to 21.3 trillion soums over five years has been accompanied
by a marked increase in fiscal contribution, with digital sector tax revenues rising from 890 billion
to 5,620 billion soums over the same period. The introduction of mandatory VAT registration for
foreign digital service providers, the expansion of electronic receipt requirements, and the
institutionalization of platform-level transaction reporting have collectively moved Uzbekistan/l
digital tax framework from a largely reactive stance to a progressively proactive one. Yet the
analysis also reveals persistent gaps. The digital sectori share of total tax revenues 1.76 percent in
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2025 remains modest relative to the sectorfil economic significance, suggesting that a substantial
portion of digital commerce still escapes effective fiscal capture. The compliance deficit is most
acute among informal micro-sellers operating through social media channels and messaging
applications. The taxation of cross-border digital services, while improved since 2022, continues to
be complicated by enforcement limitations. Looking forward to 2026 and beyond, the most
consequential policy priorities are three. First, Uzbekistan should accelerate the development of its
tax administrationfi digital infrastructure specifically its capacity to process platform-reported
transaction data at scale. Second, the design and implementation of the tiered turnover-based tax
regime introduced in 2026 will require careful calibration to avoid creating cliff-edge disincentives.
Third, engagement with the OECD Pillar Two process offers Uzbekistan an opportunity to position
itself as a credible participant in the emerging global digital tax order. In the final analysis, the
taxation of the digital economy is not merely a technical revenue problem but a reflection of a
statelfl capacity to adapt its fundamental governance institutions to a qualitatively new economic
environment. The period 2021 2025 demonstrates that Uzbekistan possesses both the political will
and the legislative agility to pursue this adaptation. The challenge for the years ahead is to match
that ambition with the institutional depth, administrative precision, and international coordination
that sustainable digital fiscal governance requires [10].
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