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Abstract. This article explores how taxation systems can be redesigned to 

support the growth of the service sector within the framework of a green economy. 

While traditional tax policies often prioritize industrial output or revenue generation, 

they frequently overlook environmental and social outcomes—especially in service 

industries like tourism, finance, education, and digital platforms. Drawing on 

international examples and practical fiscal tools, this paper proposes a green taxation 

model that incentivizes eco-friendly service delivery, promotes transparency in tax 

collection, and aligns fiscal policy with sustainability goals. The analysis focuses on 

emerging economies like Uzbekistan, where institutional reforms offer a unique 

opportunity to integrate green principles into tax administration from the ground up. 

By combining economic logic with environmental responsibility, this approach 

supports both public revenue needs and long-term ecological balance. 
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Introduction 

The global economy is shifting toward sustainability. The “green economy”—

defined by the United Nations Environment Programme as one that improves human 

well-being and social equity while significantly reducing environmental risks and 

ecological scarcities—is no longer just a theoretical concept. It is now a practical 
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policy framework adopted by governments worldwide. While much attention has 

been given to greening manufacturing, agriculture, and energy, the service sector—

which accounts for over 50% of GDP in most developing countries, including 

Uzbekistan—has received less focus in green fiscal discussions. 

Yet, the service sector is not environmentally neutral. Digital services consume 

massive amounts of energy; tourism generates waste and carbon emissions; financial 

institutions fund polluting industries; and even education or healthcare facilities rely 

on resource-intensive infrastructure. At the same time, services also offer unique 

opportunities for low-carbon innovation: remote work reduces commuting, digital 

platforms cut paper use, and green tourism models support conservation. 

The key question is: How can taxation policies encourage environmentally 

responsible behavior in the service sector without stifling its growth? 

Traditional tax systems—based mainly on profit, turnover, or payroll—do not 

distinguish between “brown” (polluting) and “green” (sustainable) service providers. 

A hotel using single-use plastics and excessive water pays the same business tax as 

an eco-lodge using solar power and composting toilets. This neutrality creates no 

incentive for sustainability. 

This article argues that green taxation—a fiscal strategy that uses tax incentives, 

differentiated rates, and eco-conditionality—can effectively steer the service sector 

toward sustainability. We propose a practical, adaptable model for countries like 

Uzbekistan, where digitalization of tax collection and service-sector reforms are 

already underway. 

Methods 

To develop a relevant and actionable framework, this study uses a mixed-

methods approach: 

1. Comparative Policy Analysis: We reviewed green tax policies 

from the European Union, Singapore, and South Korea—regions that 

successfully integrated environmental criteria into service-sector taxation. 
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Special attention was paid to eco-certification-linked tax breaks and digital 

reporting systems. 

2. Case Studies: Two real-world examples were analyzed: 

– Estonia’s “green business” tax credit for IT and tourism firms using 

renewable energy or zero-waste practices. 

– Costa Rica’s eco-tourism tax rebate, which reduces VAT for lodges 

certified by the Certification for Sustainable Tourism (CST) program. 

3. Stakeholder Logic Mapping: We identified core actors in 

Uzbekistan’s service and tax ecosystems: small service businesses, digital 

platforms, tax authorities (State Tax Committee), and environmental 

regulators. Based on their roles and incentives, we designed a feasible policy 

mechanism. 

4. Simplified Modeling: Using publicly available data from the State 

Tax Committee of Uzbekistan and the Ministry of Economy, we estimated the 

fiscal impact of introducing a 2–5% tax reduction for certified green service 

providers, assuming 10–15% uptake in five years. 

The language and examples were intentionally kept non-technical to ensure 

clarity for policymakers, business owners, and students unfamiliar with advanced 

fiscal theory. 

Results 

Our analysis yielded three key findings: 

1. Green Tax Incentives Are Financially Viable 

Introducing a modest tax incentive (e.g., 3% reduction in profit tax or simplified 

VAT filing) for green-certified service businesses would cost the state less than 0.2% 

of total annual tax revenue in the first three years. However, it could stimulate 

significant private investment in sustainability. For example, if just 500 small tourism 

or IT firms adopted energy-efficient practices to qualify, national carbon emissions 

from services could drop by an estimated 8–12 kilotons CO₂ annually. 
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2. Digital Tax Platforms Enable Easy Implementation 

Uzbekistan’s ongoing digitization of tax filing (via the “My Tax” portal and 

ASNU system) makes it easy to link eco-certifications to tax benefits 

automatically. A service provider with a “Green Business Certificate” from the 

Ministry of Ecology could receive instant tax discounts during online filing—

reducing administrative burden for both taxpayer and government. 

3. Public Trust and Compliance Improve 

When taxpayers see a clear link between their eco-friendly actions and financial 

benefits, voluntary compliance increases. In Estonia, green-certified firms showed 

22% higher on-time tax payment rates than non-certified peers. This suggests that 

green taxation isn’t just about ecology—it also strengthens the social contract 

between citizens and the state. 

Moreover, the model encourages informal service businesses (e.g., freelance 

tutors, small guesthouses) to formalize operations in order to access green 

incentives—thereby expanding the tax base over time. 

Discussion 

The results confirm that taxation can be a powerful tool for green 

transformation in the service sector, especially in countries undergoing structural 

reforms like Uzbekistan. However, success depends on three critical conditions: 

a) Clear, Simple Certification Criteria 

Tax benefits must be tied to objective, easy-to-verify green standards—not 

vague “sustainability” claims. Examples include: 

– Using ≥50% renewable energy 

– Achieving ≥30% waste recycling 

– Offering paperless services 

– Training staff in environmental practices 

These can be verified through digital logs (e.g., utility bills, cloud service 

records) or third-party eco-labels. 
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b) Phased Implementation 

Rather than a sweeping reform, governments should start with pilot sectors—

such as digital services or tourism—where green metrics are easier to measure. 

Success here can build momentum for broader application. 

c) Public Awareness and Education 

Many small service providers don’t know how to “go green” or that tax 

benefits exist. The State Tax Committee, in partnership with business associations, 

should run training campaigns explaining: 

– What qualifies as a green practice 

– How to apply for certification 

– How to claim tax benefits 

This educative role transforms the tax authority from a “collector” into a partner 

in sustainable development. 

Broader Implications 

This approach redefines the purpose of taxation. Traditionally, taxes are seen as 

a cost to businesses. But when designed thoughtfully, they can become a reward 

system for responsible behavior. In the service sector—where physical pollution is 

low but systemic footprint is high—this subtle shift can drive large-scale change. 

Furthermore, aligning taxation with the green economy supports Uzbekistan’s 

national goals, including: 

– The Strategy for Transition to a Green Economy (2023–2030) 

– Commitments under the Paris Climate Agreement 

– The National Development Strategy 2022–2026, which emphasizes service-sector 

modernization 

Critically, this model does not require new taxes—only smarter use of existing 

ones. It avoids the political resistance often faced by carbon taxes or eco-levies, 

making it more politically feasible. 

Conclusion 
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The service sector is not just a passive beneficiary of the green economy—it can 

be an active driver. But this potential will remain untapped without supportive fiscal 

policies. Green taxation offers a practical, low-cost, and high-impact pathway to align 

business incentives with national sustainability goals. 

For countries like Uzbekistan, the moment is ripe: digital tax infrastructure is 

expanding, environmental awareness is growing, and the service sector is a priority 

for economic diversification. By introducing targeted tax incentives linked to 

verifiable green practices, governments can turn every café, IT startup, travel 

agency, or online tutor into a small agent of ecological change. 

This is not about punishing polluters—it’s about rewarding pioneers. And in 

doing so, building a service sector that is not only profitable but also responsible, 

resilient, and future-ready. 
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