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Abstract 
 

The article explores the role of electronic tax systems in the modern economy and examines the 

strategic benefits they provide for the government, businesses, and society. Today, many countries 

are digitalizing their tax administrations, which helps reduce administrative costs and simplifies filing 

and payment procedures. An electronic tax system is an integrated platform that allows taxpayers to 

submit declarations online, track their liabilities, make payments electronically, and perform various 

related operations digitally. In Azerbaijan, services such as electronic filing through the e-Taxes 

portal, the e-invoice mechanism, personal taxpayer account management, and registration of POS 

terminals and cashless cash registers are widely implemented. The adoption of this system strengthens 

tax culture, reduces bureaucratic paperwork, and enables tax authorities to direct their resources 

toward higher-risk cases. Digital tools also enhance transparency and contribute to reducing the 

informal economy. Using examples from leading countries such as Estonia, as well as statistical 

evidence from Azerbaijan, the article analyzes the impact and advantages of expanding digital tax 

services. 
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Elektron vergi sisteminin rolu və strateji üstünlükləri 
 

Xülasə 
 

Məqalədə elektron vergi sistemlərinin müasir iqtisadiyyatda oynadığı rol araşdırılır və onların 

dövlət, biznes subyektləri və cəmiyyət üçün yaratdığı strateji üstünlüklər təhlil edilir. Bu gün bir çox 

ölkələr vergi idarəetməsini rəqəmsallaşdırır və bu proses inzibati xərclərin azalmasına, 

bəyannamələrin təqdim edilməsi və ödəniş prosedurlarının sadələşdirilməsinə xidmət edir. Elektron 

vergi sistemi vergi ödəyicilərinə bəyannamələri onlayn şəkildə təqdim etməyə, öhdəliklərini 

izləməyə, ödənişləri elektron qaydada həyata keçirməyə və digər əlaqəli əməliyyatları rəqəmsal 

formada icra etməyə imkan verən inteqrasiya olunmuş bir platformadır. Azərbaycanda e-Taxes 

portalı vasitəsilə elektron bəyannamələrin göndərilməsi, e-qaimə mexanizmi, vergi ödəyicisinin şəxsi 

kabineti və POS terminallarının, eləcə də nağdsız kassa aparatlarının qeydiyyatı kimi xidmətlər geniş 

şəkildə tətbiq olunur. Bu sistemin tətbiqi vergi mədəniyyətini gücləndirir, bürokratik sənəd 

dövriyyəsini azaldır və vergi orqanlarına resurslarını daha yüksək riskli sahələrə yönəltməyə imkan 

verir. Rəqəmsal alətlər həmçinin şəffaflığı artırır və qeyri-rəsmi iqtisadiyyatın azaldılmasına töhfə 

verir. Estoniya kimi aparıcı ölkələrin təcrübəsi və Azərbaycanın mövcud statistik məlumatları 

əsasında məqalədə rəqəmsal vergi xidmətlərinin genişləndirilməsinin təsirləri və üstünlükləri təhlil 

olunur. 

Açar sözlər: elektron vergi sistemi, rəqəmsal vergi xidmətləri, vergi inzibatçılığı, şəffaflıq və vergi 

nəzarəti, rəqəmsal iqtisadiyyat, qeyri-rəsmi iqtisadiyyatın azaldılması
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Introduction 
 

One of the defining features of the global economic landscape of the twenty-first century is the 

unprecedented expansion of digitalization worldwide and its pervasive integration into nearly all 

spheres of public administration. The rapid advancement of artificial intelligence technologies, the 

growing capacity to collect and process big data, the formation of cloud-based infrastructures, the 

widespread use of automated management systems, and the proliferation of electronic platforms have 

collectively transformed the socio-economic governance model of states. Compared with previous 

periods, this model has acquired an entirely new structural and functional character. The impact of 

these transformations is felt most strongly in the field of tax administration, as the tax system 

constitutes the foundation of fiscal stability, represents a key indicator of economic activity, and 

serves as one of the most sensitive interfaces between the state and the business community (Aliyev, 

2020). 

With the expansion of the digital economy, the era in which economic activity was confined to 

physical, real-world spaces has come to an end. Today, transactions take place on virtual platforms, 

in electronic commerce environments, across digital service markets, and through cross-border online 

operations—developments that challenge the capabilities of traditional tax administration. Oversight 

mechanisms based on paper documentation and physical inspections cannot keep pace with the scale, 

speed, and diversity of digital transactions, while newly emerging digital gaps create unprecedented 

opportunities for the shadow economy. Such conditions compel governments to modernize their tax 

administration systems and replace outdated approaches with more agile, transparent, and functional 

models (Deloitte Insights, 2022). 

Research 

The emergence of electronic tax systems is a direct response to these challenges. These systems 

bring together a wide range of functions—from the registration of taxpayers and electronic 

submission of tax declarations to online payment processing, electronic invoice circulation, the 

operation of online cash registers, and the digitalization of monitoring and audit procedures. The 

electronic approach enables real-time data exchange and allows the consolidation of information from 

all economic actors within a unified digital database. Consequently, the electronic tax system is not 

merely a technological innovation; it represents a new paradigm that fundamentally reshapes the 

conceptual framework of public financial oversight (European Commission, 2021). 

International experience demonstrates that the implementation of electronic tax systems 

fundamentally enhances the quality of tax administration. In a digital environment, the influence of 

the human factor is significantly reduced, the number of subjective decisions declines to a minimum, 

and all procedures are carried out in a standardized and transparent manner. In many developed 

countries, the introduction of electronic declaration services has led to a substantial reduction in 

technical errors encountered in tax reports and has considerably shortened the processing time 

required for submitted declarations. At the same time, audits are selected automatically on the basis 

of risk-based control mechanisms, which eliminates human intervention and ensures a more objective 

and logically grounded application. As a result, the audit process becomes more targeted and is 

conducted with a higher degree of accuracy (EY Global, 2020). 

The effects of an electronic tax system extend far beyond administrative efficiency. This system 

fundamentally transforms the communication model between the state and the business community. 

Taxpayers can complete all procedures—including document submission, notifications, and account 

management—through electronic taxpayer portals, digital notifications, and electronic document 

circulation, without the need for in-person visits or physical paperwork. This eliminates time losses 

and significantly reduces corruption risks by minimizing direct contact with administrative bodies. 

At the same time, the digital approach improves taxpayer awareness, enhances public outreach and 

education efforts, and raises the overall quality of services provided (INTOSAI, 2020). 

The digitalization of public administration is not limited to a single domain; rather, it reshapes the 

entire architecture of governance. The tax system occupies a particularly strategic position within this 

transformation, as a substantial portion of real-sector economic activity is reflected directly through 



ELMİ İŞ Beynəlxalq Elmi Jurnal. 2025 / Cild: 19 Sayı: 12 / 164-170 ISSN: 2663-4619 

SCIENTIFIC WORK International Scientific Journal. 2025 / Volume: 19 Issue: 12 / 164-170 e-ISSN: 2708-986X 

166 

tax platforms. Tax data serve as one of the most immediate and reliable sources for illustrating the 

scale of commercial turnover, the income levels of the population, shifts in production structures, the 

performance of the service sector, investment flows, regional economic activity, and the dynamics of 

the shadow economy. For this reason, the electronic tax system plays an indispensable role in 

economic policy planning, analytical decision-making, and the optimization of public governance. 

The establishment and advancement of the electronic tax system in the Republic of Azerbaijan 

has become one of the leading state strategies of the past decade. As a result of extensive economic 

reforms implemented during this period, tax services have been fully transitioned to digital 

foundations, and a wide range of tools—such as electronic tax declarations, electronic invoices, 

online cash registers, integration with the myGov platform, taxpayer personal accounts, and numerous 

other services—have been introduced. These reforms have made a significant contribution to 

improving the efficiency of the business environment, reducing the scale of the shadow economy, 

increasing transparency, and optimizing tax collection. Azerbaijan’s achievements in the field of 

electronic taxation have been positively recognized at the international level and have been presented 

as a model of exemplary practice (INTOSAI, 2022). 

All of these factors demonstrate that electronic tax systems have evolved beyond mere technical 

mechanisms and have become one of the core pillars of contemporary economic governance. The 

requirements of the digital era necessitate equipping tax systems with more sophisticated algorithms, 

data analytics tools, artificial intelligence–driven management models, and automated instruments 

that enable real-time monitoring. A scientific examination of the essence, economic impacts, strategic 

significance, and national specifics of Azerbaijan’s electronic tax system carries substantial 

theoretical and practical importance. 

The Introduction section of this article is intended to explain the driving forces behind the 

emergence of electronic tax systems, their importance within the broader process of global digital 

transformation, and the qualitative improvements they bring to tax administration. The subsequent 

sections will explore these issues in greater depth, providing a comprehensive analysis of the 

functional structure of electronic tax systems, their economic impact mechanisms, strategic 

advantages, and the distinctive features of Azerbaijan’s experience (International Monetary Fund 

(IMF), 2018). 

The Essence of the Electronic Tax System and Its Development Trends 

The essence of the electronic tax system is shaped by the comprehensive integration of digital 

technologies into tax administration processes. In modern tax governance, digital transformation does 

not merely signify the replacement of traditional documents with electronic versions; rather, it entails 

the collection, storage, systematization, analysis, and use of all data generated within tax relations 

through digital platforms for decision-making purposes. This approach aims to ensure flexible 

management of information flows, optimize interactions between taxpayers and state institutions, 

identify tax risks at earlier stages, and enhance the overall efficiency of tax collection (Mammadova, 

2021). 

The emergence and development trends of electronic tax systems are closely linked to global 

economic processes. Due to digitalization, the scale, diversity, and speed of economic operations have 

increased significantly, and economic activity has expanded into new domains such as electronic 

commerce, digital services, virtual currencies, online platforms, and cross-border digital transactions. 

Under these conditions, traditional models of tax administration have lost their capacity to adequately 

respond to the expanding digital economy. At the same time, the analysis and management of large 

volumes of data have become a fundamental pillar of decision-making in modern states. Since the tax 

system is one of the most data-intensive fields, electronic transformation has emerged as a natural 

necessity. Furthermore, the growing demands for transparency, accountability, and operational 

efficiency in public administration have been reflected in the structure of electronic tax systems, 

making this approach a defining element of contemporary governance (International Monetary Fund 

(IMF), 2021). 
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The adoption of the electronic tax system has also brought fundamental changes to taxpayer 

identification and registration mechanisms. While the traditional registration model relied on the 

physical submission of numerous documents and time-consuming procedures, the digital model 

enables fast and reliable identification through e-government platforms. Electronic signatures, 

biometric verification, and digital authentication tools provide a robust technological foundation for 

transparent and efficient taxpayer registration (OECD, 2019). 

One of the core components of electronic tax administration is the electronic declaration system, 

which ensures the submission of all taxpayer information in digital form and significantly reduces 

errors arising from human intervention. Processing tax declarations electronically shortens the time 

required for their review, improves the accuracy of statistical data, accelerates the identification of 

risk indicators for audit procedures, and enhances the flexibility of fiscal governance. This approach 

also eliminates time losses for taxpayers and makes access to tax services more convenient. 

The full implementation of electronic document circulation constitutes another important 

dimension of the system. Electronic invoices, digital contracts, electronic receipts, and digital 

accounting forms enhance the quality of tax control, ensure the completeness of databases, and 

provide tax authorities with extensive opportunities for real-time analysis. This approach also plays 

a critical role in limiting the shadow economy, as every digital transaction leaves a trace in the system, 

making concealment significantly more difficult (Ministry of Digital Development and Transport of 

the Republic of Azerbaijan, 2021). 

The most advanced stage in the development of electronic tax systems involves the application of 

artificial intelligence–based algorithms and automated risk assessment models. Contemporary tax 

data flows are so extensive that they cannot be fully processed by human capacity. Artificial 

intelligence systems can analyze hundreds of thousands of transactions within a very short period, 

identify inconsistencies, and automatically select priority areas for audit. This capability transforms 

tax control from a reactive, post-audit model into a proactive and preventive system of governance. 

For all these reasons, the electronic tax system is no longer merely a set of digital services; it 

represents a new governance architecture that functions as an integral pillar of public administration 

and one of the essential components ensuring the functionality of the modern economy (OECD, 

2020). 

Mechanisms Through Which the Electronic Tax System Influences the Modern Economy 

The impact of the electronic tax system on economic processes is multidimensional, playing a 

pivotal role both in ensuring macroeconomic stability and in improving the business environment at 

the micro level. The system’s primary economic influence stems from its ability to manage 

information flows in a timely, accurate, and transparent manner. Since tax relations function as the 

“circulatory system” of the economy, their digitalization enables the state to monitor all stages of 

economic activity with far greater clarity (Ministry of Economy of the Republic of Azerbaijan, 2022). 

Digitalization primarily enhances fiscal transparency. Conducting transactions on digital 

platforms ensures more precise calculation of public revenues and expenditures. Increased 

transparency strengthens public trust in government and creates a more predictable and lower-risk 

economic environment for both domestic and foreign investors. The reduction of discretionary 

interference limits opportunities for corruption and minimizes existing loopholes for tax evasion. 

Another significant impact of the electronic tax system is the optimization of tax collection. 

Digital monitoring algorithms gather real-time information about taxpayers and analyze it 

comprehensively. Unlike traditional audit mechanisms, the system can simultaneously assess risk 

levels across all economic entities and detect potential violations at an early stage. This leads to higher 

tax revenues, strengthened budget discipline, and enhanced financial stability (PwC Global, 2020). 

One of the most important economic effects of the electronic tax system is the substantial 

reduction of the shadow economy. Electronic invoicing, automated control mechanisms, online cash 

registers, and digital registration tools make it increasingly difficult to conceal transactions. The 

digital footprint of each operation restricts the maneuvering space for illegal activity and contributes 

to a fairer distribution of the tax burden (OECD, 2021). 
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Furthermore, the electronic system fosters the formation of a modern governance model in state–

business relations. Electronic services minimize the need for entrepreneurs to visit tax authorities in 

person, streamline bureaucratic procedures, and reduce the operational costs of businesses. 

Consequently, the business climate becomes more favorable, taxpayer satisfaction increases, and 

overall economic activity expands (Shahbazov, 2022). 

In conclusion, the electronic tax system becomes an integral component of economic governance 

and significantly enhances the effectiveness of fiscal policy. 

Strategic Advantages of the Electronic Tax System and Its Impact on Governance 

The strategic advantages of the electronic tax system play a decisive role in shaping long-term 

economic governance strategies. Digital tax administration is not merely the automation of 

administrative procedures; it also represents the application of contemporary analytical methods in 

decision-making and risk management. The system lays the foundation for the development of 

intelligent platforms within economic governance (World Bank, 2020). 

The primary strategic advantage of the electronic tax system lies in its creation of the basic 

infrastructure required for the digital economy. The information frameworks of various state 

institutions—customs, statistics, social protection, employment, business registration, and others—

are closely interconnected with the electronic database of the tax system. This integration transforms 

tax data into a central informational resource for public administration and enables more accurate 

strategic planning (State Tax Service of the Republic of Azerbaijan, 2023). 

Another major strategic advantage is the adoption of a risk-based approach in tax control. 

Whereas inspections were previously conducted largely through subjective selection, the electronic 

system automatically identifies risks using a wide range of indicators. The analysis of factors such as 

turnover dynamics, financial stability, transaction patterns, sector-specific features, and international 

economic linkages enhances the objectivity of audits and ensures more efficient allocation of 

administrative resources (Tapdıqov, 2019). 

The accessibility of electronic services is also a key component of the system’s strategic 

advantages. Taxpayers can carry out all procedures online, eliminating time losses, reducing costs, 

and avoiding the need to visit physical service centers. As a result, public trust in government 

institutions increases, while transparency and citizen satisfaction improve. 

In addition, digital analytics enhances the quality of governmental decision-making. The 

processing of big data, economic modeling, and automated risk assessment tools enable the 

formulation of more optimal fiscal policies. This, in turn, contributes to strengthening the state’s 

economic security. 

Azerbaijan’s Experience and the Development of Digital Tax Administration 

In the Republic of Azerbaijan, the digitalization of the tax system has become one of the central 

directions of economic reforms in recent years. The expansion of the e-government platform has 

facilitated the full transition of tax services to a digital environment, leading to the implementation 

of several fundamental innovations. One of the most significant among these is the electronic 

declaration system. The submission of declarations in digital form has minimized time and resource 

losses for taxpayers while substantially improving the accessibility of tax services. 

A crucial component in reinforcing Azerbaijan’s digital tax administration is the full 

implementation of the electronic invoicing system. Electronic invoices make it possible to establish 

a complete digital trace of commercial transactions, enable transparent monitoring of the circulation 

of goods and services, and enhance the effectiveness of tax control. This approach also plays a vital 

role in preventing informal economic activities. 

Online cash registers—another important component of the electronic tax system—have greatly 

strengthened transparency in the retail sector. The real-time transmission of data from these devices 

to the tax authorities has made the concealment of cash transactions considerably more difficult and 

has helped ensure the completeness of tax accounting. 

One of the major achievements of the digital reforms is the creation of the taxpayer’s electronic 

cabinet. The electronic cabinet provides a fast, secure, and transparent communication channel 



ELMİ İŞ Beynəlxalq Elmi Jurnal. 2025 / Cild: 19 Sayı: 12 / 164-170 ISSN: 2663-4619 

SCIENTIFIC WORK International Scientific Journal. 2025 / Volume: 19 Issue: 12 / 164-170 e-ISSN: 2708-986X 

169 

between taxpayers and government institutions. Through this platform, taxpayers can monitor their 

obligations, receive electronic notifications, submit declarations, and access their tax histories at any 

time (World Bank, 2022). 

Overall, the outcomes of these reforms show that Azerbaijan is among the countries in the region 

implementing one of the most advanced digital tax administration models. The continuation of the 

digitalization process will contribute to enhancing the country’s economic competitiveness, 

strengthening fiscal stability, and aligning public governance with modern international standards. 

 

Conclusion 
 

The contemporary global economic environment has compelled governments to reconsider 

traditional approaches to tax administration. Digital transformation extends beyond mere 

technological modernization and introduces substantial changes to the institutional framework of 

public governance. As in other areas of state administration, digitalization in the tax system has 

generated new requirements and increased the need for adaptation. The implementation of an 

electronic tax system has effectively addressed these demands by enhancing the efficiency of tax 

administration and ensuring that economic activities are managed in a more transparent, supervised, 

and analytically grounded manner. 

Research demonstrates that the electronic tax system optimizes all stages of tax administration 

and significantly improves the quality of interactions between the state and business entities. 

Digitalization of the entire process—from taxpayer identification and registration to declaration 

submission, payment, monitoring, and audit—ensures transparency, accessibility, and streamlined 

service delivery. At the same time, electronic information flows enable tax authorities to build 

extensive data repositories, process this information using analytical tools, and apply risk-based 

monitoring with higher accuracy. Consequently, tax revenues increase, fiscal stability is strengthened, 

and the financial risks faced by the state are reduced. 

The multifaceted impact of the electronic tax system on the economy further underscores its 

strategic importance. Digitalized tax oversight plays a critical role in reducing the size of the shadow 

economy, as the existence of complete digital footprints makes it significantly more difficult to 

conceal informal activities. This leads to a more equitable distribution of the tax burden, healthier 

competitive conditions, and broader utilization of formal economic mechanisms by businesses. 

Moreover, digital analytics, big data processing, and artificial intelligence applications contribute to 

the development of economic policy on a more scientific basis, enabling precise forecasting of 

economic processes and facilitating optimal decision-making. 

The reforms implemented in the Republic of Azerbaijan in the development of the electronic tax 

system show that a consistent and targeted approach has made a substantial contribution to the 

establishment of a modern tax ecosystem in the country. The introduction of electronic declarations, 

the e-invoice system, online cash registers, the electronic taxpayer portal, and digital audit 

mechanisms has transformed Azerbaijan’s tax administration into one of the leading models in the 

region. As a result, tax governance has become more transparent, predictable, and business-oriented. 

Nevertheless, certain areas require continued attention to ensure the sustainable development of 

the electronic tax system. Key priorities include strengthening information security, expanding the 

application of artificial intelligence and big data technologies, improving integration between tax data 

and other state digital platforms, enhancing taxpayers’ digital literacy, and optimizing services 

through more flexible operational models. 

In conclusion, the electronic tax system is an indispensable component of modern economic 

governance. Beyond increasing tax revenues, it contributes to economic transparency, enhances the 

efficiency of public administration, and supports the sustainable development of socio-economic 

systems. As digital transformation continues, the electronic tax system will remain one of the 

foundational pillars of future economic models and will further reinforce its decisive role in the state’s 

fiscal policy. 
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