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The article discusses the foreign experience of efficient use of tax incentives and the prospects 

of their application in the practice of Uzbekistan. Moreover, the article is devoted to the 

consideration of the methods for determining the effectiveness of tax incentives. Furthermore, 

the article proposes to develop some other measures aimed at promoting the economic growth 

and improving the business environment of Uzbekistan.  
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INTRODUCTION 

Effective use of tax incentives by foreign countries varies depending on factors such as their 

tax policy, economic conditions, and political environment. In particular, tax incentives in 

current operations are emerging as an effective tool for governments to promote certain 

behaviors or industries, such as investment in renewable energy, research and development, or 

small businesses. 

However, the success of tax incentives largely depends on their design and implementation. In 

some cases, poorly designed tax incentives can have unintended consequences, such as creating 

loopholes or distorting market preferences. In addition, it is important to regularly evaluate and 

adjust tax incentives to achieve the set goals. 

 

Literature Review 

If we focus on the research papers of economists who have conducted research within the topic, 

we can see how much work has been done in this regard. For example, Thuronyi and Sharma 

(2021) have investigated various approaches to designing tax incentivess for infrastructure 

investments across countries and provide recommendations for effective design. This is 

consistent with the findings of Turner and Singh (2021), who have analyzed the economic 

impact of the New Markets Tax Incentive in the United States and found that targeted tax 

incentives can be effective in stimulating investment and creating jobs in disadvantaged 

communities. 

The research conducted by Gupta and McKenzie (2022) provides evidence that tax incentives 

can create jobs for companies in developing countries, which supports Bartik’s (2011) 

argument that state and local tax incentives can stimulate economic growth. However, as noted 
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by Hall and Van Reenen (2009), efficiency of tax incentives for the research and development 

is still uncertain and requires further evaluation.  

In addition, Nunnenkamp et al (2015) argue that assessing the impact of tax incentives in 

developing countries is complex and requires careful consideration of contextual factors. 

Dynarski (2017) emphasizes the importance of designing tax incentives for higher education 

in a way that provides accessibility and affordability for all students. 

Redoano and Mirou (2021) examine the effectiveness tax incentives on R&D in a number of 

countries and have revealed that the effect of tax incentives on R&D spending is positive and 

significant. This finding complies with the results of Ark and Timmer (2022), who believe that 

fiscal incentives for investment and R&D in the Netherlands make a positive impact on the 

company’s behavior and innovation. 

Chetty & Saez, (2010) have considered the design of optimal tax policy in the presence of 

private insurance markets. The authors have found that a combination of income taxes and 

private insurance subsidies can improve welfare outcomes and mitigate market failures. 

Gentry (2010) argues that incentives have a significant impact on homeownership rates and 

housing prices, but incentives may be directed toward higher income households.  

Slemrod, & Wilson, (2011) compare the cost of capital in different countries and examine the 

impact of tax policies on investment decisions. The authors find that tax reform can make a 

significant impact on the cost of capital and that there is considerable variation in the 

effectiveness of tax incentives for investment across countries. 

From the opinion of Graham et al. (2021), using a quasi-natural experiment to estimate the 

employment impact of business tax reform in China highlights the importance of rigorously 

estimating tax incentives. This is consistent with the argument by Rodríguez-Pose and 

Comptour (2021) that more systematic and robust methods are needed to assess the 

effectiveness of tax incentives in attracting foreign direct investment. 

Heath and Mvukiyehe (2022) use a randomized experiment to measure the efficiency of tax 

incentives for small businesses in Ghana and find that tax incentives make a positive impact 

on business performance.  

This research paper highlights the importance of rigorous evaluation methods in determining 

the effectiveness of tax incentives, as Bell and Weitzman (2021) noted in their article on 

designing effective tax incentives for investment and innovation. They argue that a key 

challenge in designing efficient tax incentives is identifying appropriate evaluation methods to 

accurately measure the impact of incentives.  

Van der Wouden et al. (2021) assess the effectiveness of tax incentives at the company level 

in the Netherlands and find that these incentives have a positive effect on investment and 

employment. This view complies with the results of Falk et al. (2021), who has reviewed the 

literature on the effectiveness of financial incentives for research and development and find 

that such incentives can stimulate innovation and economic growth. 

Hien and Hang (2021) discuss the methods for determining the efficiency of tax incentives for 

sustainable forest management in Vietnam, emphasize the importance of rigorous impact 

assessment, and use relevant indicators to assess program effectiveness. This approach is 

consistent with the findings of Carbonnier (2021), who have used a difference-in-differences 
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methodology to assess the impact of the tax incentives reform in France and have found that 

the program makes a positive impact on companies’ investment and employment decisions. 

 

Analysis and Results 

Currently in international experience there are several basic methods for determining the 

effectiveness of tax incentives, in particular: 

 

Cost-benefit analysis:  

This approach involves weighing the costs and benefits of a tax incentive program to determine 

whether it is appropriate. Costs may include foregone income, while benefits may include 

increased economic activity or job creation. 

A cost-benefit analysis considers the costs of a tax incentive program, including lost revenue 

from tax incentives, administrative costs, and any unintended negative consequences. The 

benefits of the program are also depicted in terms of quantifiers, which may include increased 

economic activity, job creation, or other positive effects.  

After the costs and benefits are calculated, they are compared to determine the feasibility of 

the tax incentive program. If the benefits exceed the costs, then the program can be considered 

effective. If the costs outweigh the benefits, the program may need to be revised or changed. 

It should be noted that cost-benefit analysis for tax incentive programs can be complicated 

because some incentives, such as increased economic activity or job creation, can be difficult 

to attribute to the tax incentive program alone. In addition, some tax incentives may have 

broader social benefits that cannot be easily quantified, such as encouraging charitable giving 

or supporting research and development. Despite these difficulties, cost-benefit analysis can be 

a useful basis for evaluating the effectiveness of tax incentive programs. 

 

Randomized Controlled Trials (RCTs):  

Similar to medical trials, randomized controlled trials involve randomly assigning participants 

to receive or not receiving a tax incentive and then comparing the results between the two 

groups. 

In the Randomized Controlled Trials, participants are randomly assigned to either a treatment 

group that receives a tax credit or a control group that does not receive a tax credit. Outcomes 

of interest, such as changes in economic activity or job creation, are measured for both groups. 

By comparing outcomes between treatment and control groups, researchers can isolate the 

impact of the tax incentive program from other economic factors that may influence outcomes. 

This allows researchers to determine whether or not a tax incentive program is effective in 

achieving its intended goals. 

RCTs represent a powerful technique for determining the effectiveness of tax incentives 

because they enable researchers to control for confounding factors that may affect the results. 

However, holding RCTs can be expensive and time-consuming, and may not be possible for 

all types of tax incentives. Furthermore, RCTs may not be generalizable to other contexts 

because the impact of a tax incentive program may depend on specific local conditions or 

industry peculiarities. Despite these limitations, RCTs can provide valuable insights into the 

effectiveness of tax incentive program 



European Journal of Economics, Finance and Business Development 
ISSN (E): 2938-3633 
Volume 1, Issue 1, April 2023 

85 

 

Quasi-experimental methods:  

Quasi-experimental methods represent another technique that can be used to determine the 

efficiency of tax incentives. These methods involve comparing the results of a group that 

received tax incentives with the results of a similar group that did not receive tax incentives, 

isolating the effects of the tax incentive program. 

One of the common quasi-experimental methods is the difference-in-differences analysis (DD). 

The DD method involves comparing the change in outcomes over time for a group that received 

a tax incentive to the change in outcomes over time for a similar group that did not receive the 

tax incentive. By comparing changes in outcomes between the two groups, researchers can 

isolate the effects of the tax incentive program from other factors that may have influenced 

outcomes. 

Another quasi-experimental method is regression discontinuity design (RDD). A RDD 

involves defining a boundary point for eligibility for a tax incentive program, such as a certain 

income threshold or number of employees. The results are compared for companies just above 

and below the cut point, where companies on either side of the cut point are similar in all other 

respects. By comparing the results of the two groups, researchers can estimate the impact of 

the tax incentive program.  

Quasi-experimental methods are less expensive and time-consuming than randomized 

controlled trials, and they may be more appropriate for certain types of tax incentive programs. 

However, these methods are not as powerful in controlling for confusing factors as RCTs, and 

they may be more vulnerable to selection bias if the groups being compared are not truly 

similar. Despite these limitations, quasi-experimental methods can provide valuable insights 

into the effectiveness of tax incentive programs. 

 

Case studies  

Involve examining individual cases of tax incentive programs to determine their impact. 

Although these studies may not be generalizable to other contexts, they may provide valuable 

insights into how specific programs work.  

Case studies typically involve interviews with the parties concerned (stakeholders), review of 

program documents, as well as the analysis of economic data to understand the impact of a tax 

incentive program. Case studies provide detailed information on how tax incentive programs 

operate and help identify factors that contribute to program success or failure. 

However, case studies may not be representative of a wider population of companies or regions, 

and may be subject to heterogeneity in data selection or interpretation. In addition, case studies 

may not be able to detect the causal effect of a tax incentive program because they do not 

include a comparison group. 

Despite these limitations, case studies can act as a useful supplement to other methodologies 

for assessing the effectiveness of tax incentive programs and can provide valuable insights into 

the mechanisms by which these programs operate. 

 

Survey Research:  

Survey research can be used to determine the opinions of taxpayers and businesses regarding 

tax incentives, as well as their perceptions of the effectiveness of such programs. A survey 
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study involves collecting data through questionnaires or interviews with a representative 

sample of companies or individuals who receive a tax incentive program. 

Survey research can provide quantitative data on the impact of a tax incentive program as well 

as qualitative insights into the experiences of program recipients. Surveys can be designed to 

obtain information on a range of outcomes, such as investment, job creation or changes in 

productivity. 

One of the advantages of survey research is that it can be conducted relatively quickly and at a 

lower cost than other methodologies such as randomized controlled trials or case studies. In 

addition, surveys can collect large amounts of data from a diverse group of program recipients. 

However, surveys where respondents may not accurately report their experiences or outcomes 

may also result in non-response, making certain groups less likely to respond to the survey. In 

addition, surveys may fail to detect the causal effect of a tax incentive program because they 

do not include a comparison group. 

Despite these limitations, survey research can be a useful tool for determining efficiency of tax 

incentive programs, especially when used in conjunction with other methodologies such as 

quasi-experimental methods or case studies. 

 

Conclusion and Proposals 

In conclusion, it can be said that there is no single technique for determining efficiency of tax 

incentives. Each technique has its own strengths and limitations, and the appropriate technique 

depends on the research question, data availability and the context in which the tax incentive 

program operates. In addition, assessing efficiency of tax incentives can be difficult due to the 

complexity of tax systems and the difficulty of disentangling the effects of specific programs 

from other economic factors. Nevertheless, the use of a combination of methodologies helps to 

provide a more complete picture of the efficiency of tax incentive programs. 

In general, the choice of methodology for determining the efficiency of tax incentives should 

be based on a careful consideration of the research question, the availability of data, and the 

strengths and limitations of each technique. 

Many countries around the world have used tax incentives to achieve various economic and 

social goals. For example, some countries offer tax incentives to attract foreign direct 

investment and support small and medium-sized enterprises. Other countries use tax incentives 

to encourage energy efficiency or environmental sustainability. 

Currently tax incentives have been widely introduced as part of the economic reforms 

implemented in our country to attract investments and improve the business environment. The 

government has introduced various tax incentives, such as lower tax rates for certain industries, 

tax benefits for small and medium businesses, and tax holidays for new enterprises. Moreover, 

nowadays the government is carrying out extensive reforms on its effectiveness. 

However, prospects for using tax incentives in Uzbekistan depend on various factors, including 

the efficiency of the tax system, the level of corruption, and political stability in the country. 

In order to ensure the successful implementation of tax incentives, Uzbekistan needs to 

strengthen the tax administration, raise transparency and predictability of the tax system. The 

government must also solve the problems related to corruption and ensure a stable political 

environment that promotes economic growth and attracts foreign investments. 
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In conclusion, foreign experience of effective use of tax incentives demonstrates that they can 

be a useful tool for promoting an economic growth and achieving various social and 

environmental goals. However, effectiveness of tax incentives depends on their design and 

implementation, as well as on specific country conditions.  

In addition to tax incentives, several other measures should be developed that can be considered 

to promote an economic growth and improve business environment in Uzbekistan, and in this 

regard, in our opinion, the following proposals are to be implemented: 

Simplification of regulations: Uzbekistan should simplify its regulatory framework in order to 

reduce the administrative burden and facilitate activities of enterprises. This could include 

streamlining licensing procedures, reducing red tape and increasing transparency in regulatory 

enforcement. 

Improving infrastructure: Uzbekistan can invest in infrastructure development to support 

economic growth, such as improving transportation networks, expanding telecommunications 

infrastructure, and increasing access to energy and water resources. 

Support for entrepreneurship: Uzbekistan can develop entrepreneurship by providing financial 

opportunities for startups and economic entities, improving access to information and 

technologies, as well as creating a favorable environment for business incubators. 

Investing in education and human capital: Uzbekistan can invest in education and training 

programs to develop a skilled and educated workforce, which will help attract and retain 

businesses and promote an economic growth.  

Promoting international trade: Uzbekistan can promote international trade by reducing trade 

barriers, negotiating trade agreements with other countries, and promoting export-oriented 

industries. 

By implementing these measures, Uzbekistan can create a more favorable environment for 

business and investors, help economic growth and improve the general living standards of 

citizens. Definitely, as we mentioned above, it is possible to achieve these achievements only 

by putting into practice the most fruitful learning of the international experience.  
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