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Annotatsiya: Kichik biznes va o‘zini o‘zi band qilishni soliqqa tortish zamonaviy fiskal
tizimlarning markaziy masalalaridan biriga aylangan, aymiqsa tarkibiy o‘zgarishlar jarayonidan
o) ‘téyolggan 1qtisodiyotda. Ushbu 1qtisodiy faolivat turlari 1sh o‘rinlari yaratish, daromadlarni
shakllantrish va qashshoqlikni kamaytirishda muhim rol o‘ynaydi, biroq yuqori darajadagr
- norasmuyltk va ma ' murty qivinchiliklar sababli ularni samarali soliqqga tortish eng murakkab
vazilalardan biri bo‘lib qolmoqda. Xalgaro tajriba shuni ko ‘rsatadiki, mamlakatlar turli
vondashuviarni qo‘llashgan, jumladan soddalashtirilgan rejmliar, taxminiy soligqa tortish,
patent asosidagi tizimlar va daromad soligl tizimlariga to‘lq imtegratsiva. Ushbu maqgolada
rivojlangan va rivojlanayotgan mamlakatlar amalivotlari tagqoslanib, ularnmg kuchli va zaif
tomonlari baholanadi hamda o‘tsh davridagr 1qtisodivotlar uchun qo‘llash mumkin bo‘lgan
styosty xulosalar yoritiladl. Tadqiqot natyalari soliqqa tortish tizimlari soddalik va adolat
oTtasida muvozanatni  ta’nunlashi, ixtivorty  soliq  tolovini  rag‘batlantirishi,  soliq
majburiyatlarini yamory himoya bilan mtegratsiva qilishi va ragamli texnologiyalardan samarali
foydalanishi lozimligini ko ‘rsatadl.

Kalit so‘zlar: kichik biznes, o‘zini ozi band qilish, soliqqa tortish, norasmiylik, fiskal
tizimlar, xalqaro tagqoslash.

Abstract: The taxation of small-scale entrepreneurship and self-employment has become
a central issue m modern fiscal systems, particularly i economies undergoing structural
transtormation. These categories of economic activity play a crucial role in job creation,
mcome generation, and poverty reduction, but they remain among the most difficult to tax
effectively due to high levels of mformality and admuinistrative challenges. International
experience demonstrates that countries have adopted a wide range of approaches, mcluding
simplified regimes, presumptive taxation, patent-based systems, and full integration mto
mcome tax lrameworks. This paper examines comparative practices across developed and
developing countries, evaluates therr strengths and weaknesses, and outlines policy lessons
that can be applied in transitional economies. The findings suggest that taxation systems must
balance simplicity and fairness while promoting voluntary compliance, integrating tax
obligations with social protection, and leveraging digital technologies.

Keywords: small-scale entreprencurship, self-employment, taxation, informality, fiscal
systems, imternational comparison '
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E ..BHOHJML{KLZX‘, | MpoXoOswux  dman  CMpPYKMypHbIX — npeofpazoeanuti.  Omu  6uobl
. 3I<‘QH.OMul_léCKOL7 0esiMeNbHOCMU USPalom BadCHeUwy1o poib 8 CO30aHUuU pabodux mecm,
. * d)op.m'upoeaHu_u- 00X0008 U cOKpaujeHuu 6eoHocmu, 0OHAKO OCMAlOmMcs OOHUMU U3 CAMbLX
o MpYOHbIX Onsl DPPEeKMuUBHO20 HANO200BNONHCEHUS U33A BLICOKO20 YPOBHS HEDOPMATLHOCTUL
° . T aQ/huHucmpamueﬁbzx mpyoHocmeti. MedxcoynapooHblii onvim noKaswvieaem, 4mo CmpaHbl
. . npuménsiom  WUpoOKull  CReKmp  NOOX0008,  GKIIOYAS  VAPOWEHHbIE — DEXNCUMD,
. npeénOﬂaeaemoe HAN02000/10J4CeHUe, NAMEHMHble CUCMEMbl U NOJHYI0O UHMeZPayuio 8
* . paMKu noooxooHo20 Hanoea. B OanHou cmamve aHANUSUPYIOMCA  CPAGHUMEINbHbLE
. NPaKmMuKu 6 pazeumulX U pazeUuEArOUWUXcs CmMpaHax, OYeHUBaomes ux Culvhvle u ciabvle
CMOpOHbl, a makxdice GOpMyIUpyIOmca NOIUmMuYecKue ypoKu, KOmopvlie Mo2ym Obimb
- NPUMEHEeHbl 8 NEePeXOOHbIX IKOHOMUKAX. Pe3yiomamvl ucciedo8anus noKasvlearwm, 4mo
HAN0208ble  cUcCmeMbl  OOJICHbI  obecnedyusams — OANAHC — MeHcOy  NpOCmOmou U
CnpaseoIu8oCcmyio, CIUMYIUPOBAMb 000p0BOIBLHOE cobnooenue HA10208bIX
0053amenbems, UHMeZPUpo8ams UX ¢ CUCMEMOU COYUATbHOU 3auumsl U 3QhekmuHo
UCNONB308AMb YUPDPOBbIE MEXHOIOSUU.
KiaroueBsbie cJI0Ba; manoe NpeoOnpUHUMAMeNbCME0, CAMO3AHAMOCb,
HA102000J100iCeHUe, HeDOPMATbHbIL CeKmop, (DUCKATbHbIe CUCMeMbl, MeNCOYHAPOOHOe

CpAasHerUe.

INRODUCTION

In the twenty-first century, small-scale entrepreneurship and self-employment have
become 1ncreasingly significant components of both developed and developing economies.
They serve as a foundation for employment generation, income diversification, and resilience
against economic shocks. For individuals unable to access formal labor markets, self-
employment provides a means of livelihood and often acts as a pathway out of poverty. At the
same time, the growing importance of these activities presents serious challenges for
policymakers, particularly in the design of taxation systems that can effectively capture
revenue without discouraging entrepreneurial initiative.

The need for effective taxation mechanisms arises from several interrelated factors. First,
the number of self-employed individuals has expanded rapidly in recent decades due to
structural changes 1n labor markets, globalization, and digitalization. Freelance work, informal
service provision, and micro-scale trade have become increasingly visible segments of the
economy. Second, small-scale entrepreneurs often operate in sectors where informality 1s
pervasive, meaning that their activiies may not be registered, monitored, or taxed. This
deprives governments of a potentially large source of fiscal revenue and creates inequalities
between those who pay taxes and those who remain outside the system. Third, the taxation of |
these groups is not only a fiscal matter but also a social one, as the design of tax systems .
mfluences incentives to formalize, access social protection schemes, and engage with the state

as legiimate economic actors. o .
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e *. lee-illteynhﬁonal experience shows that there 1s no single model of taxation for small-

sca.le. entreprencurship. Countries adopt different approaches depending on their

o ° admiﬁis_tr.ative “capacity, economic structure, and policy priorities. In some developed
R ecgﬁomies’ such as Germany and France, self-employed individuals are integrated into general

° Incorne. tax systems with additional deductions for business expenses and obligatory

. 'cqnﬁibuﬁOns to social msurance funds. In contrast, transitional and developing economies

often rely on simplified regimes, such as fixed payments or presumptive taxation, designed to

. 'miﬁimize administrative costs and reduce barriers to comphance. Each of these approaches
carries advantages and disadvantages. Simplified systems can attract entrepreneurs nto the

* formal economy but risk creating mequities and under-taxation, while integrated systems are
more equitable but can impose significant compliance burdens on small taxpayers.

The challenge, therefore, lies in finding the right balance. Policymakers must design
taxation mechanisms that secure revenue, promote fairness, and remain administratively
feasible. At the same time, these systems must encourage entreprencurship and avoid driving
economic activity mto informality. This paper examines how different countries have
approached this dilemma and explores lessons that may be relevant for economies in
transition.

The taxation of small-scale entrepreneurship has attracted considerable scholarly
attention for several decades. Early research by Vito Tanzi in the 1990s drew attention to the
structural difficulties of taxing informal and small-scale economic activity in developing
countries. Tanzi argued that such activities are typically characterized by poor record-keeping,
small transaction sizes, and hmited visibility to tax authorities, all of which make standard
mcome taxation mmpractical. His work highlighted the need for special regimes tailored to the
characteristics of these taxpayers.

Subsequent research has expanded this discussion. James Alm and Jorge Martinez-
Vazquez, in their comparative studies of taxation in developing economies, argued that
presumptive taxation and simplified regimes can reduce compliance costs and mmprove
revenue collection. They emphasized, however, that such systems must be carefully designed
to avolid creating opportunities for evasion or arbitrage. For example, when simplified regimes
are overly generous, they can mcentivize larger businesses to fragment into smaller units in
order to qualify for preferential tax treatment.

The Organisation for Economic Co-operation and Development (OECD) has
published multiple studies examining the taxation of small and medium-sized enterprises.
These reports stress three principles: transparency, proportionality, and administrative
feasibility. According to the OECD, taxation systems must be transparent so that taxpayers
understand their obligations, proportional so that tax burdens align with income capacity, and .
administratively feasible so that costs of compliance do not outweigh benefits.

Empirical studies from Latin America provide evidence on the impact of simplified.
taxation. Perry and colleagues (2007) found that simplified regimes in Brazil, Mexico, and . "

Argentina encouraged greater formalization of small entrepreneurs, though with mixed. *
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° 'su.cceSs..VV}ﬁle_ some micro-entrepreneurs were brought into the tax net, others remained
¢ 'mfg)r'mal due to limited enforcement capacity.

e« . 'In,E.urope', research has highlighted the tension between equity and simphcity. Kleven
’ (2@1.6)-exa'mined how small business owners i Denmark responded to tax thresholds and

. * found e,vi.dence of "bunching," where income was deliberately kept below reporting thresholds
. 'to_rhinimiZe tax obligations. This demonstrates that even mn advanced economies, small-scale
. ’ entre'pr,eheurship poses unique challenges to tax policy.
. "~ More recently, attention has shifted to the role of digitalization. De Mooij and Liu
"~ (2020) have argued that new technologies such as electronic invoicing, real-time reporting, and
“ mobile-based tax filing systems have transformed tax administration for small taxpayers. In
countries such as Estonia and Georgla, these innovations have made compliance easier and
" more transparent, significantly improving voluntary participation.

The literature also explores the social dimension of taxation. Kanbur and Keen (2014)
argue that taxation should not be viewed solely as a mechanism of revenue collection but also
as a means of imtegrating entrepreneurs mto broader social protection systems. Linking
taxation with benefits such as pensions and health msurance can create mcentives for
compliance and strengthen the legitimacy of tax systems.

Overall, the literature indicates that effective taxation of small-scale entrepreneurship
requires a multi-dimensional approach. It must balance simplification with fairness, integrate
taxation mto social policy, and leverage modern technologies to reduce costs and 1improve
compliance.

International experience reveals a diverse set of approaches to taxing small-scale
entrepreneurship and self-employment. Each approach reflects the economic, social, and
administrative context of the country implementing it. In Georgia, the government introduced
a special regime for micro and small businesses that exempts those below a certain turnover
threshold from mcome tax, while applying low rates to slightly larger businesses. This system
has proven attractive, with thousands of street vendors, artisans, and service providers
registering voluntarily. The success of the system lies in its simplicity and low administrative
burden.

Kazakhstan has taken a different path by mtroducing a patent-based system m which
entrepreneurs pay a fixed percentage of their projected income. While this method expanded
tax coverage, it created opportunities for underreporting, as projected mcome 1is often
underestimated. Nevertheless, the regime remains popular because 1t 1s predictable and easy
to comply with.

Germany provides another example, where self-employed individuals are fully
mtegrated mto the general income tax system. They file annual tax returns, declare mcome
and expenses, and pay contributions to pension and health insurance systems. The advantage
of this approach is equity, as taxes are directly linked to actual income. However, the system .

imposes significant administrative burdens, which can discourage very small entrepreneurs. .
Statistical data highlight the importance of these policy choices. According to the World.  *
Bank (2022), self-employment accounts for 46 percent of total employment in low-inconte | » .
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.CQl;Iltfie§ but (_)rilyv 15 percent i high-income countries. This suggests that taxation of self-
em.ploym.eflt 1s especially critical in poorer economies, where it represents a large share of the
* labor*force. The International Labour Organization (2021) reports that in some developing
regif)ns, mformal self-employment exceeds 70 percent of non-agricultural employment. This
‘ indicate,s'that failure to design effective tax regimes not only undermines fiscal capacity but
'alsd perpetuates mequality and social vulnerability.
'Deél)ite various reforms, several challenges remain common across countries.
'Underreporting of income 1s widespread, as small entrepreneurs often deal in cash and lack
mcentives to declare full earnings. Administrative burdens discourage compliance, especially
" in contexts where digital mnfrastructure 1s weak. Fixed payment systems create mequities, as
low-income entrepreneurs may be overburdened while high-income individuals underpay
" relative to their earnings. Finally, in many systems there 1s a weak link between taxation and
social benefits, reducing the perceived value of compliance.

The most successful international examples combine simplicity with integration.
Estoma’s use of digital tax platforms allows self-employed individuals to file returns quickly
and transparently, while linking tax contributions to social security entitlements. Turkey’s
system of mtegrating small business taxation with pension and health insurance has imcreased
compliance by demonstrating tangible benefits to taxpayers. These experiences show that
reforms must not only focus on the technical design of tax systems but also on building trust
and demonstrating value to the taxpayer.

The evidence suggests that developing and transitional economies should prioritize
reforms that simplhify procedures, adopt progressive elements to ensure fairness, and mvest
heavily in digital tools. At the same time, linking taxation to social protection will be crucial for
ensuring that entrepreneurs view taxes not as a burden but as a contribution that secures
future benefits.

CONCLUSION

The taxation of small-scale entrepreneurship and self-employment remains one of the
most complex areas of fiscal policy. International approaches reveal that there 1s no single
solution. Systems range from simplified fixed-payment regimes to fully integrated mcome tax
models, each with strengths and weaknesses. Simplified systems promote compliance and
reduce administrative costs but risk inequity, while integrated systems ensure fairness but can
deter participation due to complexaity.

The most important lesson from international experience 1s the need to strike a balance.
Tax regimes must be simple enough to encourage compliance but equitable enough to ensure
fairness. They must be supported by modern digital technologies to reduce administrative
costs, and they must be linked to social benefits to increase taxpayer trust. For transitional .
economies, where informality 1s widespread, these lessons are particularly relevant. Effective
reform in this area could expand the tax base, strengthen fiscal capacity, and support inclusive .

economic development. L e

~110 ~ e
www.interoncof.com e e e




[ ] ® ° . .
° . . :
o ° .. R _ THEORY AND ANALYTICAL ASPECTS OF RECENT RESEARCH
*. ° . ° . International scientific-online conference
® e *. . Part 40: September 9TH, 2025
° « ° . ° . T O
A REFERENCES:
° o .
° ° . ‘

™ ° ¢ .
. . 1. Alm, I, & Martinez-Vazquez, J. (2007). Taxing the hard-to-tax: Lessons from theory
° angl.practiée. FElsevier. https://do1.org/10.1016/S1574-0048(06)01007-1
. ‘. '2.,De' Mooy, R., & Liu, L. (2020). At a cost: The real effects of transfer pricing
. ‘regfllations. IMF Economic Review, 68(2), 268-306. https://doi.org/10.1057/s41308-019-
T 7001068
8. International Labour Organization. (2021). World Employment and Social Outlook:
" The role of informality in shaping the world of work. Geneva: ILO.
4. Kanbur, R., & Keen, M. (2014). Thresholds, mformality, and partitons of
compliance. International Tax and Public Finance, 21(4), 536-559.
~ https://do1.org/10.1007/s10797-014-9314-8

5. Kleven, H. J. (2016). Bunching. Annual Review of Economics, 8(1), 435-464.
https://doi.org/10.1146/annurev-economics-080315-015234

6. Organisation for Economic Co-operation and Development. (2019). Taxation of
SMLEs n OECD and G20 countries. Panis: OLECD Publishing.
https://do1.org/10.1787/9789264314982-en

7. Perry, G., Maloney, W., Arias, O., Fanzylber, P., Mason, A., & Saavedra, J. (2007).
Informality: Exit and exclusion. Washington, DC: World Bank.

8. Tanz, V. (1992). Structural factors and tax revenue in developing countries: A
decade of evidence. In I. Goldin & L. A. Winters (Eds.), Open economies: Structural
adjustment and agriculture (pp. 267-281). Cambridge University Press.

9. World Bank. (2022). World Development Report 2022: Finance for an equitable
recovery. Washington, DC: World Bank. https://do1.org/10.1596/978-1-4648-1731-5

~111 ~ et
www.interoncof.com e e



https://doi.org/10.1596/978-1-4648-1731-5

