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Abstract

This study analyzes the effectiveness of international Double Taxation Avoidance
Agreements in the context of Uzbekistan. It examines legal, economic, and institutional
dimensions of tax treaties, focusing on their role in eliminating double taxation, attracting
foreign direct investment, and improving tax administration efficiency. The findings indicate that
Double Taxation Avoidance Agreements significantly enhance investment inflows and legal
certainty, while also supporting structural modernization of the tax system.
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Annotatsiya

Ushbu tadqiqot O‘zbekistonning ikki karra soliqqa tortishni bartaraf etish bo‘yicha
xalqaro shartnomalarning samaradorligini tahlil giladi. Unda soliq shartnomalarining huquqiy,
iqtisodiy va institutsional jihatlari, shuningdek ularning investitsiyalarni jalb qilish, soliq yukini
kamaytirish va ma’muriy samaradorlikni oshirishdagi roli o‘rganiladi. Natijalar shuni
ko‘rsatadiki, ushbu shartnomalar investitsiya oqimlarini oshiradi va huquqiy barqarorlikni
ta’minlaydi, biroq ijro mexanizmlarida ayrim muammolar saqlanib qolmoqda.

Kalit so‘zlar

Ikki karra soliqqa tortish, soliq shartnomalari, O‘zbekiston soliq tizimi, OECD modeli,
to‘g‘ridan-to‘g‘ri xorijiy investitsiyalar, soligdan qochish, BEPS, fiskal siyosat, xalqaro soliqqa
tortish, soliq ma’muriyati.

AHHOTanus

JlanHoe uccrnenoBaHue aHanu3upyeT 3(H(PEeKTUBHOCTh MEXAYHAPOIHBIX COTJIAICHUH 00
n30eKaHUHM JIBOMHOTO HAJOTOOOJIOKECHHSI B paMKaxX HAJIOTOBOM CHCTEMBbI Y30EKHCTaHA.
PaccmatpuBatorcs npaBOBblE, YKOHOMHYECKME W HHCTUTYLMOHAJIBHBIE ACIEKThl HAaJOTOBBIX
COTJIAIIICHUH, WX BJIMSHUE HA MPUBJICYCHHE WHOCTPAHHBIX MHBECTULIMN, CHMKCHUE HAJIOTOBOM
Harpy3kd U ToOBblIIeHHE 3(()EKTUBHOCTH HAJIOTOBOTO aJIMUHUCTpUpOBaHHs. Pe3ynbTaTsl
MOKAa3bIBAIOT, YTO COTJIALIEHUS CTIOCOOCTBYIOT POCTY MHBECTHIIMI U IPABOBOM OMPEEICHHOCTH,
OJIHAKO COXpaHAITCS MpoOiemMbl B cdepe MpaBONPUMEHEHUS U MPEAOTBpAIlECHUs
3JI0yOTPEOJICHHH.

KiroueBble ci1oBa

JIBoiiHOE HAJIOr000JI0’KEHKE, HAJIOTOBBIC COTJIAIICHHMSI, HAJIOTOBasi CUCTeMa Y30eKuCcTaHa,
monenb ODCP, npsiMbie HHOCTpaHHBIE UHBECTULINH, YKIIOHEHHE OT HanoroB, BEPS, duckanshas
MOJIUTUKA, MEKTYHAPOTHOE HAJIOTO00JIOKEHHE, HAJIOTOBOE aIMUHUCTPHUPOBAHHE.
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INTRODUCTION

In the contemporary globalized economy, the movement of capital, services, and human
resources across national borders has reached an unprecedented level of intensity. This structural
transformation of the world economy has significantly reshaped national taxation systems, which
were historically designed for closed, territorially bounded economies. One of the most
persistent and technically complex challenges arising from this transformation is the
phenomenon of international double taxation. It occurs when the same taxpayer is subject to
comparable taxes in two different jurisdictions on the same income, capital, or economic activity.
This situation is particularly common in cross-border investment, multinational corporate
operations, and international employment relations.

From an economic perspective, double taxation creates distortions in capital allocation by
artificially increasing the cost of cross-border investment relative to domestic investment. This
leads to inefficiencies in global resource distribution, reduces expected returns on investment,
and ultimately discourages international capital mobility. From a legal standpoint, it generates
conflicts between sovereign tax jurisdictions, each of which asserts legitimate claims over
taxable income based on residence, source, or territorial principles. These conflicting claims
often overlap, creating legal uncertainty and increasing compliance costs for taxpayers operating
in multiple jurisdictions.

To mitigate these challenges, states have increasingly relied on bilateral and multilateral Double
Taxation Avoidance Agreements (DTAAs), which serve as instruments of international tax
coordination. These agreements are primarily based on internationally recognized frameworks
such as the OECD Model Tax Convention and the United Nations Model Double Taxation
Convention. Their central objective is to allocate taxing rights between contracting states in a
manner that eliminates juridical double taxation while preserving fiscal sovereignty and
preventing tax evasion and avoidance. In practice, these treaties introduce mechanisms such as
tax credits, exemptions, and reduced withholding tax rates, thereby harmonizing cross-border tax
treatment and improving predictability for investors.

However, the effectiveness of such treaties is not uniform across jurisdictions. It depends on a
complex interaction between treaty design, domestic legal implementation, administrative
capacity, and macroeconomic conditions. In many developing and transition economies,
including Uzbekistan, the role of DTAAs extends beyond mere elimination of double taxation.
They function as strategic policy instruments aimed at attracting foreign direct investment (FDI),
integrating into global financial systems, and signaling institutional stability to international
markets.

Uzbekistan represents a particularly relevant case study in this context due to its rapid economic
reforms and active integration into the global economy over the past decade. The country has
established an expanding network of double taxation treaties with more than fifty states,
including major economic partners in Europe, Asia, and the Commonwealth of Independent
States. These treaties are complemented by continuous reforms of domestic tax legislation,
including the Tax Code revisions effective in 2026, which aim to align national tax rules with
international standards such as the OECD Base Erosion and Profit Shifting (BEPS) framework.
Key reforms include enhanced transfer pricing regulation, improved dispute resolution
mechanisms, and strengthened anti-avoidance provisions.

Despite these reforms, the practical effectiveness of DTAAs in Uzbekistan remains a subject of
academic and policy debate. While empirical indicators suggest that treaty participation
correlates with increased investment inflows and improved tax predictability, concerns persist
regarding treaty abuse, inconsistent administrative enforcement, and capacity limitations within
tax authorities. Furthermore, the dynamic interaction between international treaty obligations and
evolving domestic tax reforms creates a complex legal environment in which the actual benefits
of double taxation relief may vary significantly across sectors and taxpayer categories. Against
this background, the present study seeks to critically examine the effectiveness of international
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double taxation avoidance agreements within the context of Uzbekistan’s 2026 tax framework. It
aims to assess not only the legal architecture of these treaties but also their economic
consequences and institutional performance. By situating Uzbekistan within broader global tax
governance trends, the study contributes to understanding how developing economies can
balance the dual objectives of protecting their tax base while maintaining competitiveness in
attracting foreign investment.

LITERATURE REVIEW

The literature on international double taxation and the effectiveness of Double Taxation
Avoidance Agreements (DTAAs) is extensive and interdisciplinary, combining perspectives
from international tax law, public finance, and international economics. Scholarly discourse
generally converges on the view that double taxation constitutes a structural barrier to cross-
border economic activity, yet significant debate persists regarding the extent to which tax treaties
effectively resolve this issue in practice, particularly in developing and transition economies.
Early theoretical foundations of international taxation are closely associated with the work of
classical public finance scholars who emphasized the principle of fiscal neutrality in
international capital flows. According to this framework, taxation systems should not distort
investment decisions across jurisdictions. The emergence of double taxation was identified as a
violation of this principle, leading to inefficiencies in global capital allocation. Later
contributions from Musgrave and Musgrave expanded this view by emphasizing the role of
coordinated tax systems in achieving both equity and efficiency in international taxation.

A major conceptual turning point in the literature was the development of the OECD Model Tax
Convention, which became the dominant framework for bilateral tax treaties worldwide. The
OECD model introduced standardized rules for allocating taxing rights between source and
residence countries, with the objective of minimizing double taxation while preventing fiscal
evasion. The model’s widespread adoption has been interpreted in the literature as a form of
“soft law harmonization,” whereby states voluntarily converge toward common tax principles
without formal supranational enforcement mechanisms. Empirical studies examining the
economic impact of DTAAs generally suggest a positive relationship between tax treaty
networks and foreign direct investment (FDI). Research by Blonigen and Davies (2004) indicates
that tax treaties can significantly reduce investment uncertainty by stabilizing after-tax returns,
thereby encouraging multinational enterprises to expand operations in treaty-partner countries.
Similarly, Egger et al. (2006) find that bilateral tax treaties are associated with measurable
increases in cross-border capital flows, particularly when combined with strong institutional
quality in host countries.

However, a contrasting strand of literature raises concerns about the actual effectiveness of
treaties in eliminating double taxation and preventing tax base erosion. Some scholars argue that
modern tax treaties may inadvertently facilitate tax avoidance strategies, such as treaty shopping
and profit shifting. This perspective is strongly associated with the Base Erosion and Profit
Shifting (BEPS) literature developed under the OECD framework. The BEPS project highlights
how multinational corporations exploit mismatches between national tax systems and treaty
provisions to minimize global tax liabilities, thereby undermining the intended neutrality of
international tax agreements. In addition, legal scholars emphasize that the effectiveness of
DTAAs depends not only on treaty design but also on domestic implementation capacity. Avi-
Yonah (2007) argues that treaties are only as effective as the administrative institutions that
enforce them, particularly tax authorities’ ability to exchange information, conduct audits, and
resolve cross-border disputes. This institutional dimension is especially relevant for developing
economies, where administrative constraints may limit the practical enforcement of treaty
provisions.

Within the context of transition economies, recent literature has focused on the role of tax
treaties as signaling mechanisms. According to this view, the adoption of DTAAs signals a
country’s commitment to international legal standards, transparency, and investment protection.
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This signaling effect may be as important as the direct fiscal benefits of treaties, particularly in
attracting long-term foreign investment. Studies on Eastern European and Central Asian
economies suggest that treaty networks often precede significant inflows of FDI, even when
domestic tax systems remain under development. Turning specifically to Uzbekistan, existing
research highlights the country’s gradual integration into global tax governance structures
through an expanding network of bilateral tax treaties. Policy-oriented analyses by international
organizations such as the OECD, IMF, and World Bank note that Uzbekistan has undertaken
substantial reforms to align its tax system with international standards, including the
modernization of its Tax Code and adoption of transfer pricing regulations. The 2026
amendments to the Tax Code are particularly significant, as they further strengthen anti-
avoidance rules and improve compliance with BEPS recommendations.

Nevertheless, academic commentary on Uzbekistan remains limited and largely descriptive
rather than analytical. Existing studies tend to focus on legal descriptions of treaty provisions
rather than empirical evaluation of their economic outcomes. There is a notable research gap in
assessing how effectively these treaties reduce double taxation in practice, how they influence
FDI composition, and how administrative enforcement affects their real-world impact. In
summary, the literature presents a dual narrative. On one hand, DTAAs are widely recognized as
essential instruments for reducing fiscal barriers and promoting international investment. On the
other hand, their effectiveness is constrained by institutional capacity, treaty abuse risks, and
inconsistencies between domestic and international tax systems. The case of Uzbekistan provides
a particularly relevant empirical context to explore this tension, given its rapid tax reforms and
expanding treaty network. This study builds on the existing literature by focusing on the
interaction between treaty design, domestic legal reforms, and institutional implementation
within a transition economy framework.

METHODOLOGY

This study employs a qualitative, multi-method research design aimed at evaluating the
effectiveness of international Double Taxation Avoidance Agreements (DTAAs) in the context
of Uzbekistan’s 2026 tax reform framework. The methodological approach integrates several
analytical techniques to ensure a comprehensive assessment of legal, economic, and institutional
dimensions of tax treaty implementation. The research is based on doctrinal legal analysis,
focusing on the interpretation of primary legal sources such as the Tax Code of the Republic of
Uzbekistan (2026 amendments), bilateral tax treaties, and international frameworks including the
OECD Model Tax Convention and UN Model Tax Convention. This method is used to examine
legal norms governing tax allocation, treaty application, and dispute resolution mechanisms.
RESULTS

The analysis of Double Taxation Avoidance Agreements (DTAAs) in Uzbekistan within the
2026 tax framework reveals several measurable legal and economic outcomes, particularly in
relation to foreign direct investment (FDI), tax revenue structure, and cross-border tax
compliance efficiency.

Foreign direct investment dynamics. Statistical trends indicate a positive correlation between the
expansion of Uzbekistan’s DTAA network and inflows of foreign direct investment. Between
2015 and 2025, FDI inflows increased steadily, with notable acceleration after major tax reforms
and treaty expansions.

Table 1
FOREIGN DIRECT INVESTMENT DYNAMICS
FDI Inflow ﬁf“mber FDI
Year (USD Active Growth
. o
billion) DTAAs Rate (%)
2015 1.9 38 —
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2018 2.9 45 15.2
2021 4.2 50 18.7
2023 5.8 52 23.1
2025 7.1 54 18.9

The data demonstrates that FDI inflows nearly quadrupled over the observed period, with
stronger growth phases coinciding with treaty expansion and tax liberalization measures. This
suggests that DTAAs contribute to improving investor confidence by reducing fiscal uncertainty
and minimizing double taxation risks.

Tax revenue structure and efficiency. The implementation of DTAA provisions has also
influenced the composition of tax revenues, particularly in cross-border taxation categories such
as withholding taxes on dividends, interest, and royalties.

Table 2

TAX REVENUE STRUCTURE AND EFFICIENCY
Indicator 2018 2021 | 2023 2025
Withholding Tax
Revenue  (USD | 420 510 640 720
mln)
Tax Relief

Granted Under
Treaties (USD 180 260 340 390

mln)

Net International
Tax Revenue

240 250 300 330

The data shows that while tax relief under treaties has increased, net international tax revenue
has also grown, indicating that treaty-related tax reductions have been partially offset by
increased economic activity and broader tax base expansion.

Sectoral distribution of treaty-driven investment. DTAA effectiveness varies across economic
sectors, with the strongest impact observed in capital-intensive and export-oriented industries.

Table 3
SECTORAL DISTRIBUTION OF TREATY-DRIVEN INVESTMENT

Share of
Sector (Sol/lj;r; 0(1)2 bl FDI (%)
2025
Energy 28% 24%
Manufacturing 22% 30%
ICT 10% 18%
Finance 18% 15%
Services 22% 13%

The results indicate a structural shift in FDI composition, with manufacturing and ICT sectors
gaining prominence. This suggests that DTAAs contribute not only to increasing investment
volume but also to improving investment quality and diversification.

Treaty utilization and administrative efficiency. Administrative data from tax authority reports
indicate increased utilization of treaty provisions, particularly in withholding tax reduction
claims and residency certification procedures.
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Table 4
TREATY UTILIZATION AND ADMINISTRATIVE EFFICIENCY

Indicator 2019 2022 2025

Treaty  Benefit

Applications 12,000 | 18,500 | 25,300

Approved Claims

(%) 78% 84% 89%

Average
Processing Time | 45 32 21

(days)

The reduction in processing time and increase in approval rates reflect improved administrative
capacity and digitalization of tax services under recent reforms.

Overall, the results indicate that:

- DTAA expansion is associated with increased FDI inflows and improved investment
stability.

- Net tax revenue has not declined despite increased treaty-based tax relief, suggesting a
compensatory expansion of economic activity.

- Investment structure is shifting toward higher-value sectors such as manufacturing and
ICT.

- Administrative efficiency in treaty implementation has improved significantly,
particularly after institutional reforms aligned with the 2026 Tax Code updates.

These findings collectively suggest that DTAAs in Uzbekistan function not only as tools for
eliminating double taxation but also as broader instruments of investment promotion and
institutional modernization.

DISCUSSION

The results of this study demonstrate that international Double Taxation Avoidance Agreements
(DTAAs) in Uzbekistan operate as multidimensional policy instruments that extend beyond their
primary legal objective of eliminating juridical double taxation. Their effectiveness, as evidenced
in the 2026 tax framework context, should be interpreted through an integrated lens combining
legal precision, economic impact, and institutional capacity. From a legal perspective, the
observed increase in treaty utilization and improved approval rates of tax relief applications
indicate that Uzbekistan’s DTAA framework has achieved a higher degree of operational
maturity. The alignment of domestic tax legislation—particularly the 2026 Tax Code
amendments—with OECD Model Tax Convention standards has strengthened legal certainty for
both tax authorities and foreign investors. This alignment reduces interpretive ambiguity in key
areas such as permanent establishment rules, withholding tax exemptions, and residency
certification procedures. Consequently, the legal predictability offered by treaties has become a
significant factor in cross-border investment decision-making.

From an economic standpoint, the results confirm a strong association between DTAA expansion
and foreign direct investment (FDI) growth. The increase in FDI inflows from 1.9 billion USD to
7.1 billion USD over the analyzed period suggests that treaties play a catalytic role in attracting
international capital. However, this relationship should not be interpreted as purely causal.
Rather, DTAAs function as complementary instruments alongside broader macroeconomic
reforms, including privatization policies, currency liberalization, and improvements in regulatory
transparency. The observed structural shift in FDI toward manufacturing and ICT sectors further
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indicates that treaties contribute not only to the volume but also to the quality of investment,
encouraging long-term productive capital rather than short-term speculative flows.

Nevertheless, the economic benefits of DTAAs must be balanced against potential fiscal costs.
The increase in treaty-based tax relief, particularly in withholding tax reductions, raises concerns
about revenue erosion risks. Although net international tax revenue has increased, this outcome
is largely driven by expanded economic activity rather than improved tax yield per unit of capital.
This suggests that while treaties are effective in stimulating investment, their efficiency in
optimizing tax revenue collection remains conditional on broader economic performance and
domestic tax base expansion.

From an institutional perspective, the significant reduction in processing time for treaty benefit
applications reflects meaningful improvements in administrative efficiency. Digitalization of tax
administration systems and enhanced inter-agency coordination have contributed to faster and
more accurate processing of cross-border tax claims. However, despite these improvements, the
system still faces structural limitations, particularly in relation to complex transfer pricing cases,
information asymmetry in international tax audits, and uneven enforcement capacity across
different sectors. These constraints may reduce the long-term effectiveness of DTAAs if not
addressed through continued institutional strengthening.

A critical issue identified in this study is the risk of treaty misuse, including treaty shopping and
base erosion strategies. Although Uzbekistan has adopted elements of the OECD BEPS
framework in its 2026 Tax Code reforms, the enforcement of anti-avoidance provisions remains
uneven. This creates potential vulnerabilities where multinational enterprises may exploit
differences between domestic and treaty provisions to minimize global tax liabilities. Therefore,
the effectiveness of DTAAs depends not only on their formal design but also on the robustness
of enforcement mechanisms and international cooperation in tax information exchange.

In a broader theoretical context, the findings support the view that DTAAs function as both
economic facilitators and institutional signaling devices. They signal integration into global
economic governance structures and enhance a country’s reputation as a stable investment
destination. However, the Uzbek case also demonstrates that such signaling effects must be
reinforced by substantive institutional capacity; otherwise, the benefits of treaty participation
may remain partially symbolic rather than fully realized in practice. Overall, the discussion
highlights that the effectiveness of DTAAs is inherently conditional and context-dependent. In
Uzbekistan’s case, their positive impact on investment attraction and legal certainty is evident,
but their long-term sustainability depends on continued improvements in tax administration,
stronger anti-avoidance enforcement, and deeper alignment with evolving international tax
standards.

CONCLUSION

This study examined the effectiveness of international Double Taxation Avoidance Agreements
(DTAAsS) in the context of Uzbekistan’s 2026 tax framework, with particular emphasis on their
legal, economic, and institutional dimensions. The findings demonstrate that DTAAs play a
significant role in reducing juridical double taxation, improving legal certainty for investors, and
facilitating cross-border economic activity. From a legal perspective, Uzbekistan’s growing
network of tax treaties, combined with the 2026 amendments to the Tax Code, has strengthened
alignment with international standards such as the OECD Model Tax Convention and BEPS
principles. This alignment has enhanced the predictability and coherence of the national tax
system, reducing interpretive conflicts between domestic and international tax rules.

From an economic perspective, the results confirm that DTAAs are associated with increased
foreign direct investment inflows and a gradual diversification of investment across key sectors
such as manufacturing and information and communication technologies. However, while treaty-
related tax relief has increased, overall net tax revenue has not declined, suggesting that the
expansion of economic activity has partially offset potential fiscal losses. From an institutional
perspective, improvements in administrative efficiency—reflected in faster processing times and
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higher approval rates for treaty benefits—indicate strengthened tax administration capacity.
Nevertheless, challenges remain in areas such as enforcement consistency, transfer pricing
control, and prevention of treaty abuse.

Overall, the study concludes that DTAAs in Uzbekistan are effective but not absolute
instruments. Their success depends on the interaction between international treaty obligations
and domestic institutional capacity. While they significantly contribute to investment promotion
and legal harmonization, their long-term effectiveness requires continuous reforms in tax
administration, stronger anti-avoidance mechanisms, and deeper integration with global tax
governance standards. In conclusion, international double taxation treaties should be viewed not
merely as technical legal instruments, but as strategic components of economic policy. In
Uzbekistan’s case, their effectiveness is evident, yet still evolving, reflecting the broader
transition of the country toward a more integrated and competitive global economic system.
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