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Abstract

Ongoing economic reforms in Uzbekistan have stimulated sustainable and balanced
development by supporting private entrepreneurship, improving living standards,
and ensuring macroeconomic stability. A crucial component of this progress is the
modernization of the revenue system of the state budget. This article examines the
effects of budget revenue structures on socio-economic development, emphasizing
the need for regional financial independence, effective tax administration, and the
integration of international best practices. It also explores the role of tax risk
assessment systems and inter-budgetary distribution in achieving greater economic
efficiency and fiscal sustainability.

Keywords: state budget, tax policy, fiscal decentralization, socio-economic growth,
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The transformation of Uzbekistan’s economy is progressing under large-scale
reforms aimed at achieving macroeconomic stability, fostering entrepreneurship,
and enhancing the quality of life. Central to these developments is the need to
strengthen the revenue system of the state budget. A well-structured and transparent
fiscal policy underpins the country's development goals by enabling stable funding
for public services, infrastructure, and social programs. At the heart of these reforms
lies the challenge of enhancing both the efficiency and equity of tax collection while
empowering regional authorities to manage and mobilize their own financial
resources.

In line with the country's ongoing decentralization and modernization agenda, state
budget revenues must reflect a balance between national fiscal responsibilities and
regional socio-economic needs. The evolving principles of equality, justice,
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efficiency, and economic competitiveness now shape Uzbekistan’s tax policy, while
ideas of financial independence and institutional strengthening shape the distribution
and management of public funds at local levels [1].

Numerous scholars have contributed to the understanding of tax policy and state
budget revenue systems. According to Lars P. Feld and Friedrich Schneider,
decentralization in tax rate determination at the local level is essential for the
effective financing of public services. Salvatore Bimonte and Arsenio Stabile
emphasize the crucial role of local municipalities in collecting property taxes and
fees, warning of potential mismatches between fiscal and urban policy if these
responsibilities are poorly executed [2].

In Uzbekistan, national economists such as T. Malikov, N. Khaidarov, and Sh.
Toshmatov have analyzed the formation and distribution of state revenues, stressing
the importance of aligning inter-budgetary transfers with regional capabilities. AX
Islamkulov advocates for a clearly defined framework for central and regional
budget powers to ensure revenue stability and effective expenditure management.
U.A. Berdieva further suggests that strong tax ethics, legal stability, and effective
benefit allocation are prerequisites for high collection rates [3].

It 1s widely recognized that tax potential analysis is a core tool for guiding fiscal
strategies. This includes empowering local authorities with tax benefit decision-
making rights, introducing standardized reporting protocols, and strengthening data
consolidation systems.

This study is based on a synthesis of literature, policy analysis, and practical insights
into the fiscal reforms and taxation systems of Uzbekistan. The qualitative
assessment includes policy documents from the State Tax Committee, economic
reform strategies, and relevant academic findings. Emphasis is placed on the
introduction of automated tax risk analysis systems, the development of local tax
infrastructure, and international comparisons to identify best practices in budget
revenue structuring [4].

1. Tax Risk Management and Automated Analysis Systems

Recent reforms introduced an automated system for tax risk analysis through the
State Tax Committee’s digital platform [5]. This system enables the classification of

436 |Page



+%; E CONF SERIES

E CONF SERIES

International Educators Conference
Hosted online from Toronto, Canada
Website: econfseries.com 7™ June, 2025

businesses into high, medium, and low-risk groups, based on a scoring mechanism

that analyzes:

« Recurrence of tax arrears;

« Delayed reporting;

o« Sharp revenue fluctuations;

« Income discrepancies relative to invoice volumes;

« Cash flow inconsistencies;

« Absence of registered accountants.

This risk-based classification guides the degree of regulatory oversight. High-risk

entities undergo full audits, medium-risk entities are subject to desk reviews, while

low-risk firms are facilitated under a “green corridor” model with minimal oversight

[6].

2. Innovations in Taxpayer Incentives

Since January 1, 2022, Uzbekistan’s tax system has introduced several incentive

mechanisms to improve compliance and stimulate fiscal transparency:

o A 1% cashback on purchases registered via the Tax mobile application;

« Whistleblower rewards amounting to 20% of fines for tax violations;

o Requirements for integrating online payment systems into the tax authority's
information system,;

« Equipment subsidies and tax deductions for businesses adopting certified fiscal
equipment.

These measures aim to digitize tax administration, reduce shadow economic activity,

and increase public trust in the system [7].

3. Inter-Budgetary Distribution and Regional Fiscal Independence

Uzbekistan has taken strategic steps to improve local budget independence. The

equitable allocation of tax revenues and identification of additional income sources

are critical to financing socio-economic projects at the regional level. According to

President Shavkat Mirziyoyeyv, current local budgets are insufficient to support long-

term regional development. Therefore, mechanisms have been introduced to reassess

inter-budgetary revenue sharing based on the economic potential and development

needs of each region.
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Professor Sh.A. Toshmatov emphasizes that reforming the distribution of tax
revenues is essential for motivating local governments to maximize collections. He
advocates for evaluating regional tax capacity and adjusting fiscal policies
accordingly. This requires a better alignment between the responsibilities and fiscal
powers of local administrations [8].

A robust state revenue system is foundational for socio-economic development. In
Uzbekistan, this is increasingly being realized through digital innovation,
institutional reform, and policy adaptation. The use of automated risk assessment
tools has helped streamline tax inspections and improve the targeting of fiscal audits.
Simultaneously, incentivizing compliance through modern technologies and legal
benefits is reshaping public attitudes toward taxation.

Moreover, decentralization through enhanced regional fiscal autonomy allows for
better-tailored development strategies and helps reduce reliance on central transfers.
However, this transformation must be approached cautiously. International
experience shows that ineffective adaptation of local tax systems can lead to
inequities, increased burdens on low-income groups, and administrative
inefficiencies [9].

Therefore, an integrated approach that considers local tax culture, administrative
capacity, and economic diversity is essential. Uzbekistan’s shift toward modern,
technology-driven, and regionally adaptive fiscal policy sets an example for
transitioning economies seeking balanced growth and macroeconomic resilience
[10].

Uzbekistan's efforts to modernize its state budget revenue system mark a critical step
toward achieving sustainable socio-economic development. Through enhanced tax
risk management, fiscal decentralization, and digital innovation, the country is
fostering a more transparent and effective public finance structure. Strengthening
local budgets, improving tax compliance, and ensuring an equitable distribution of
fiscal resources will not only support regional development but also contribute to
the national goal of economic modernization and social equity. Continued research,
policy refinement, and institutional strengthening are vital to sustaining these gains.
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