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Abstract. State budget sustainability is one of the fundamental prerequisites for 

maintaining macroeconomic stability, promoting sustainable economic growth, and ensuring 

effective public administration. In the context of increasing global economic uncertainty, 

governments face significant challenges in balancing fiscal discipline with socio-economic 

development objectives. This study examines the impact of macroeconomic factors on budget 

sustainability and analyzes the role of fiscal and tax policies in strengthening the resilience 

of public finances. The research explores the interrelationship between economic growth, 

inflation, public debt, tax revenues, budget deficits, and government expenditures. Special 

attention is paid to the effectiveness of fiscal policy instruments in mitigating fiscal risks and 

maintaining long-term budgetary equilibrium. The findings suggest that prudent fiscal 

management, diversification of revenue sources, enhancement of tax administration, and 

countercyclical fiscal policies contribute significantly to improving budget sustainability. The 

study concludes that an integrated approach combining macroeconomic stability and effective 

fiscal governance is essential for ensuring sustainable public finance management in 

developing economies. 
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Introduction 

The sustainability of state budgets has become a critical issue for governments worldwide, 

particularly in the aftermath of global financial crises, economic recessions, and external 

shocks. Budget sustainability refers to the government's ability to maintain fiscal operations 

without creating excessive debt burdens or jeopardizing future economic development. Sound 

budget management plays a crucial role in ensuring social welfare, economic stability, and 

public confidence in government institutions. 

Macroeconomic conditions significantly influence fiscal performance. Economic growth 

affects tax revenues, while inflation impacts public expenditures and debt servicing costs. 

Likewise, unemployment, exchange rate fluctuations, and external economic shocks can alter 

budgetary outcomes. Therefore, understanding the relationship between macroeconomic 

variables and fiscal policy is essential for designing effective public finance strategies. 

This study aims to analyze the role of macroeconomic factors and fiscal policy 

mechanisms in ensuring state budget sustainability and to identify policy measures that 

enhance fiscal resilience. 
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Literature Review 

The concept of fiscal sustainability has been extensively studied by international 

organizations and scholars. According to the International Monetary Fund, fiscal 

sustainability exists when a government can maintain its current spending and taxation 

policies without risking insolvency or default. Similarly, the World Bank emphasizes the 

importance of prudent debt management and efficient public expenditure systems. 

Research by economists such as Robert Barro and Olivier Blanchard highlights the 

significance of economic growth and fiscal discipline in maintaining sustainable public 

finances. Contemporary studies indicate that countries with diversified tax systems and strong 

fiscal institutions tend to demonstrate higher levels of budget sustainability. 

Furthermore, empirical evidence suggests that countercyclical fiscal policies help mitigate 

the negative effects of economic downturns and improve fiscal resilience during periods of 

uncertainty. 

Methodology.This study employs a qualitative and analytical research approach. 

Comparative analysis, institutional assessment, and synthesis methods are utilized to examine 

the relationship between macroeconomic indicators and fiscal sustainability. The study also 

reviews international experiences and theoretical frameworks related to public finance 

management. 

The key indicators analyzed include: 

• Gross Domestic Product (GDP) growth; 

• Inflation rate; 

• Public debt level; 

• Budget deficit; 

• Tax revenue performance; 

• Government expenditure efficiency. 

Results and Discussion. Economic growth serves as the primary driver of fiscal 

sustainability. Higher GDP growth increases tax revenues through expanded economic 

activity and employment generation. Sustainable growth enhances government capacity to 

finance public services without excessive borrowing. 

However, growth-dependent fiscal systems may become vulnerable during economic 

downturns. Therefore, governments should diversify revenue sources and strengthen fiscal 

buffers to withstand cyclical fluctuations. 

Inflation affects both revenue and expenditure components of the budget. Moderate 

inflation may temporarily increase nominal tax revenues. Nevertheless, persistent inflation 

raises public expenditure obligations, including wages, pensions, and social transfers. High 

inflation can also increase borrowing costs and undermine fiscal credibility. Consequently, 

maintaining price stability through sound monetary and fiscal coordination is essential for 

budget sustainability. Public debt remains a critical determinant of fiscal sustainability. 

Excessive borrowing can create long-term fiscal risks by increasing debt servicing obligations 

and limiting future policy flexibility. Effective debt management requires: 
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• Maintaining prudent debt-to-GDP ratios; 

• Diversifying borrowing instruments; 

• Extending debt maturities; 

• Enhancing transparency in debt reporting. 

Governments with sustainable debt frameworks are better positioned to absorb economic 

shocks and maintain fiscal stability. 

An efficient tax system is fundamental to budget sustainability. Tax policy should balance 

revenue generation with economic competitiveness and social equity. 

Key priorities include: 

• Broadening the tax base; 

• Reducing tax evasion; 

• Digitalizing tax administration; 

• Improving compliance mechanisms; 

• Supporting formal economic activity. 

Modern tax administration technologies significantly contribute to increased revenue 

collection and reduced administrative costs. 

Fiscal policy plays a strategic role in ensuring sustainable public finances. Governments 

must carefully balance expenditure commitments with available revenues. Countercyclical 

fiscal policies allow governments to support economic activity during recessions while 

accumulating reserves during periods of economic expansion. Such approaches reduce fiscal 

vulnerabilities and contribute to long-term budget stability. Moreover, performance-based 

budgeting and medium-term fiscal planning improve expenditure efficiency and 

accountability in public finance management. Based on the analysis, the following measures 

are recommended: 

1. Strengthen medium-term fiscal frameworks. 

2. Improve tax administration through digital technologies. 

3. Diversify sources of budget revenue. 

4. Enhance public expenditure efficiency. 

5. Maintain prudent public debt management policies. 

6. Develop fiscal risk assessment mechanisms. 

7. Promote transparency and accountability in budget management. 

8. Strengthen coordination between fiscal and monetary authorities. 

Implementation of these measures can significantly improve budget sustainability and 

support long-term economic development. 

Conclusion: State budget sustainability is closely linked to macroeconomic performance 

and the effectiveness of fiscal policy. Economic growth, inflation control, public debt 

management, and efficient tax systems constitute the core determinants of fiscal stability. 
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Sustainable public finance management requires a comprehensive approach that integrates 

fiscal discipline, macroeconomic stability, and institutional effectiveness. 

The study demonstrates that well-designed fiscal and tax policies not only enhance budget 

sustainability but also contribute to broader socio-economic development objectives. For 

developing economies, including Uzbekistan, strengthening fiscal governance and improving 

public financial management remain essential priorities for achieving sustainable economic 

growth and long-term fiscal resilience. 
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