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ABSTRACT

As economic reforms in Uzbekistan deepen, the scale of the shadow economy and
its integration into the formal sector are becoming increasingly important. This
article analyzes the concept of the shadow economy, its formation factors, and its
manifestations in the conditions of Uzbekistan. The main goal of the study is to
assess the effectiveness of tax policy measures implemented by the state to reduce
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the size of the shadow economy and identify ways to improve existing mechanisms.
Methodologically, the article studied dynamic changes based on statistical analysis,
tax revenues, and official employment indicators. Also, the practical results of
formalization strategies were assessed through an analysis of regulatory legal acts
adopted during 2017-2024. According to the results, measures such as reducing cash
turnover, simplifying tax benefits, and introducing electronic invoices played an
important role in reducing shadow activity. However, the share of informal labor in
small businesses still remains high.

AHHOTAIUA

[To mepe yrayOneHuss sKOHOMUYECKMX pedopM B Y30eKUCTaHE BO3pacTaeT
3HaY€HHE MaclTaba TEHEBOW SKOHOMHUKHU U €€ HHTETpalui B POPMaIIbHBIN CEKTOP.
B naHHOIl cTaThe aHAIM3UPYETCS IOHATHE TEHEBOM SKOHOMHUKH, (AKTOpPbI €€
GopMUpOBaHUA U TPOSBIEHUS B YcHoBUAX Y30ekucraHa. OCHOBHasl LEJb
UCCIIEIOBaHUSI — OLEHUTh dS(PPEKTUBHOCTH MEp HAJOTOBOW MOJUTHUKHU,
peann3yeMbIX TOCYyAapCTBOM JJI COKPAIICHUsS pa3MEpPOB TEHEBOM 3KOHOMHKH, a
TAaK)K€ BBIIBUTb IyTH COBEPIICHCTBOBAHUS CYUIECTBYIOIIMX MEXaHU3MOB.
MeTo10I0THYEeCKN CTaThd ONMUPAETCS HA TMHAMHYECKHI aHadu3 CTATUCTHYECKHUX
JAHHBIX, HAJOTOBBIX MOCTYIUICHMM M TOKaszarened OQPUIMANIbHOW 3aHSITOCTH.
[TpakTHueckue pe3ysbTaThl CTpaTeruii popManu3alii OLEHUBAIOTCS Yepe3 aHaIu3
HOPMAaTUBHO-IIPABOBBIX aKTOB, NpUHATHIX B niepuoj 2017-2024 rogos. I1o uroram
UCCIIEIOBaHMSI MEpbl, TaKWe KaK COKpAIIeHHE HAJIMYHOrO 000poTa, yHpOIlEeHHE
HAJIOTOBBIX JIbIOT U BHEJAPEHHE AJIEKTPOHHBIX CUETOB-(AKTYp, ChITPAIX BAKHYIO
pOJIb B CHIP)KEHUH TEHEBOM aKTUBHOCTU. OHAKO 10751 He(OPMaIbHOM 3aHIATOCTHU B
MaJjioM OM3Hece MO-MPEKHEMY OCTAETCSI BBICOKOM.

Key words: Shadow economy, tax policy, formalization strategies, legalization, tax
administration, informal employment, digital economy.

KiroueBble cj0Ba: TeHeBas HKOHOMMKA, HAJOTOBas IOJIMTHKA, CTpaTeruu
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3aHATOCTb, HU(POBAs FKOHOMUKA.
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INTRODUCTION

The shadow economy refers to the aggregate of economic activities that operate
outside official statistics and legal regulation in any country. In the context of
Uzbekistan's economic modernization, features characteristic of the informal

sector—especially in the service, trade, and construction industries—have become
pressing issues. The shadow economy leads to a decrease in state budget revenues,
an increase in informal employment, and a decline in economic efficiency. In recent
years, serious reforms have been initiated in Uzbekistan’s tax policy to address this
issue systematically. This article provides an in-depth analysis of these
developments.

MAIN PART

The shadow economy is considered one of the major obstacles to effective economic
governance. It results in declining state revenues, reduced reliability of economic
indicators, shrinking formal employment, and weakening of the social protection
system. In Uzbekistan, the shadow economy is particularly widespread in small and
medium enterprises, services, trade, construction, and transport sectors. This
situation is mainly driven by the following factors:

1.  High tax burden and a complex tax reporting system;
2. Insufficient financial literacy among the population;
3. Widespread informal labor without employment contracts;

4. High levels of cash circulation and limited availability of digital payment
systems.

The Government of Uzbekistan is addressing these problems through several
strategic directions:

Digitalization and automation: Expansion of cashless transactions through tax
reporting systems, cash registers, electronic VAT (E-NDS), e-invoices, and QR code
control mechanisms. These tools are primarily being used in trade and food service
sectors to detect and reduce hidden turnover.
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Simplification of tax policy: In recent years, simplified tax systems have been
introduced for legal entities and individuals, including the “unified land tax,” fixed
payments, and special regimes for family businesses. This has enabled
formalization, particularly among populations in remote areas.

Incentivizing the transition of informal employment into the formal sector: The
implementation of the “labor record book,” electronic employment contracts, and
the reduction of the “unified social payment” rate have encouraged the creation of
formal jobs.

Strengthening administrative and criminal accountability: Sanctions have been
intensified against entrepreneurs operating without official registration, and specific
punitive mechanisms have been introduced for tax evasion.

Information and awareness campaigns: Systematic educational campaigns have
been conducted to inform the public about the importance of paying taxes, the
security of digital payments, and social protection systems. In particular, campaigns
have been launched to formalize youth and women’s entrepreneurship. All these
measures are creating a foundation for the reduction of the shadow economy.
However, certain challenges remain: tax burdens are still relatively high for small
businesses; in some regions, technological infrastructure is insufficient for full
digitalization; and certain segments of the population continue to engage in informal
activities out of necessity. Therefore, formalization should not rely solely on
punitive measures, but must also involve social incentives, easing procedures, and
legal guarantees. International experience also shows that an inclusive tax system,
simple registration procedures, and a reliable legal framework are effective tools in
reducing the shadow economy.

RESULTS
The following table reflects the effectiveness of measures taken against the shadow
economy and the expansion of the tax base in Uzbekistan from 2017 to 2023:
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The current table indicates that in recent years, the growth of formal employment
and a sharp increase in tax revenues have led to a reduction in the size of the
shadow economy. In particular, the introduction of the electronic invoicing system,
E-VAT, and the digitalization of payments through cash registers have yielded
significant results.

Figure 1. Tax Base and Formal Employment Indicators (2017-2023)!

Year Tax revenues Number of official Share of Share of the shadow
(trillion soums) positions (million) informal economy (estimated, %
workers (%) of GDP)
2017 38,4 4,5 53,2 45,1
2019 64,1 5,6 48,9 38,7
2021 96,2 6,4 41,3 30,5
2023 1427 7,1 35,6 26,3
DISCUSSION

The main challenges in combating the shadow economy in Uzbekistan include low
levels of public trust, uneven distribution of the tax burden, and bureaucratic
obstacles. The simplification of unified tax rates and the clearer definition of tax
residency have encouraged businesses to operate formally. Additionally, the
introduction of an electronic employment contract registration system and the
reduction of social tax rates have played a positive role. However, many small
enterprises and family businesses are still forced to evade taxes, indicating the need
for more inclusive approaches in legislation.

CONCLUSION

The reduction of the shadow economy is one of the key outcomes of Uzbekistan’s
current economic policy. However, this process is not yet complete. As identified in
this article, simplifying tax policy, promoting digitalization, and increasing financial

' Source: State Tax Committee of the Republic of Uzbekistan, World Bank, open statistical data
from the Ministry of Economy and Finance.
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literacy are essential factors in raising the level of formalization. Moreover, the
population engaged in the informal sector should be provided with opportunities to
register through simplified formal registration systems. A balanced combination of
legal, social, and technological measures is crucial in the fight against the shadow

economy.
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