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MECHANISMS OF THE IMPACT
OF STATE BUDGET REVENUES
AND EXPENDITURES ON
ECONOMIC GROWTH

Sheraliyev Nurbek Jumanazarovich
Independent Researcher at Tashkent State University of Economics

Abstract. The article examines the mechanisms through which state budget revenues and expenditures influence the
dynamics of economic growth. The study highlights the importance of fiscal policy in ensuring macroeconomic stability,
stimulating investment activity, and improving social welfare. Particular attention is given to the structure and efficiency
of public spending, tax policy, and the balance between consumption and development-oriented expenditures. Based on
the analysis of Uzbekistan’s fiscal indicators and international experience, recommendations are provided to enhance
the effectiveness of budget management and strengthen the role of the state budget in achieving sustainable economic
growth.

Key words: fiscal policy, budget revenues, public expenditures, economic growth, macroeconomic stability, investment,
Uzbekistan.

Annotatsiya. Maqolada davlat budjeti daromadlari va xarajatlarining igtisodiy o‘sish jarayonlariga ta’sir ko‘rsatish
mexanizmlari tahlil gilingan. Tadgiqotda fiskal siyosatning makroigtisodiy barqgarorlikni ta’minlash, investitsiya faolligini
rag‘batlantirish hamda ijtimoiy farovonlikni oshirishdagi o‘rni yoritilgan. Aynigsa, budjet xarajatlari tuzilmasi, soligqa oid
siyosat hamda iste’mol va rivojlanish xarajatlari o‘rtasidagi muvozanat masalalariga alohida e’tibor qaratilgan. O‘zbekiston
fiskal ko‘rsatkichlari va xalgaro tajriba asosida budjet boshqaruvi samaradorligini oshirish hamda bargaror igtisodiy
o'sishni ta’'minlashda davlat budjetining rolini kuchaytirishga doir takliflar ishlab chigilgan.

Kalit so‘zlar: fiskal siyosat, budjet daromadlari, davlat xarajatlari, iqtisodiy o‘sish, makroiqtisodiy barqarorlik, investitsiya,
O‘zbekiston.

AHHOTauus. B ctaTtbe ncenenyrTca MexaHu3mMbl BO3ENCTBUS LOXOAOB U pacxopoB rocyaapcCrtBeHHoOro OromxeTa Ha
ANHAMUKY 3KOHOMUYECKOro pocTta. PaccmoTtpeHa ponb uckanbHOM NONUTUKK B obecneyeHumn MaKpO3KOHOMUNYECKOMN
cTabunbHoCTY, CTUMynnpoBaHun WHBECTULIMOHHOWM aKTUBHOCTW M MOBbILLEHNM coLmanbHoro énarococtosiHus. Ocoboe
BHMUMaHMe yaeneHo CTPpyKType U ahPEeKTUBHOCTMN OHOMKETHbIX pacxo4oB, HaroroBon NOSIMTUKE U COOTHOLLEHWUIO Mexany
I'IOTp66VITeJ'IbCKVIMVI 1 passuBaloWMMK pacxogamu. Ha ocHoBe aHanmsa duckanbHbIX Mokasatenemn Y3bekncraHa u
MeXAyHapoaHOro onbiTa npeanoXeHbl pekoMeHgaunn no noBbILLEHUHO AP PEKTUBHOCTMU GrooKETHOMO ynpasrneHuna u
YKpensieHno ponmn rocygapCTtBeHHOro OromkeTa B obecneyeHmmn yCTOVI‘-WIBOFO 9KOHOMUMYECKOro pocta.

KnitoueBble crioBa: dmckanbHasi monuTuka, OoxoAbl OGwoaxeTa, rocyaapCTBEHHble pacxofbl, SKOHOMUYECKUM POCT,
MaKpO3KOHOMMUYECKas CTabUINbHOCTb, MHBECTULMK, Y30EeKNCTaH.

In a market economy, the state budget serves as one of the main financial mechanisms for implementing
national economic policy. It functions as a key instrument for managing economic development, supporting the
social sector, improving infrastructure, and ensuring fiscal stability. Through the budget, the state redistributes
resources, maintains balance among economic sectors, and stimulates macroeconomic growth.

In recent years, one of the priorities of Uzbekistan’s economic policy has been ensuring transparency in
the budget process, expanding the revenue base, and increasing the efficiency of expenditures. As President
Shavkat Mirziyoyev has emphasized, “The openness and efficiency of the budget system are not only
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requirements of financial management but also a powerful driver of accelerated economic growth.” Therefore,
a scientific analysis of the mechanisms through which state budget revenues and expenditures influence
economic growth remains a pressing theoretical and practical issue.

Budget revenues are primarily formed from taxes, customs duties, income from state property, and
other obligatory payments. A well-designed tax policy is a fundamental mechanism for ensuring sustainable
economic growth. Excessively high taxes reduce economic activity and encourage the migration of capital to
the informal sector. Therefore, simplifying the tax system, reducing the tax burden, and broadening the tax base
can positively influence economic growth.

Stable growth in tax revenues strengthens fiscal sustainability, enabling the state to finance priority
economic sectors, expand social programs, and improve infrastructure. Thus, the amount and quality of budget
revenues constitute the financial foundation necessary for economic development. Steady growth in revenues
is closely linked with an increase in gross domestic product, an improved investment climate, and expanded
economic activity.

In Uzbekistan’s experience between 2017 and 2024, the gradual liberalization of the taxation system
significantly stimulated economic activity. In particular, the corporate income tax rate was reduced from 20%
to 15%, and the personal income tax rate was reduced from 22% to 12%. As a result, tax revenues did not
decline; on the contrary, due to the expansion of production and the tax base, budget revenues increased. This
demonstrates the effectiveness of fiscal policy as a mechanism for stimulating growth.

State budget expenditures represent the total funds allocated to develop economic sectors, support the
social sphere, and ensure national security. The impact of expenditures on economic growth directly depends
on their composition and efficiency. Capital expenditures (for infrastructure, production, and innovation)
have a strong positive impact on growth because they expand production capacity, increase employment,
and generate a multiplier effect. Conversely, excessive consumption expenditures may reduce efficiency and
intensify inflationary pressure.

According to the theory of the fiscal multiplier, an increase in government spending raises aggregate
demand, which in turn increases production and employment. As incomes grow, a portion of these returns
to the budget in the form of taxes. Thus, government spending creates a self-financing cycle that promotes
economic growth.

In Uzbekistan, to improve the efficiency of budget expenditures, a performance-based budgeting system
was introduced in 2020. This system allows the evaluation of expenditures in each sector according to clear
performance indicators, ensures the targeted spending of budget funds, and reduces corruption risks. As a
result, the impact of each unit of budget expenditure on economic growth is increasing.

Abalanced formation of state budget revenues and expenditures is one of the main conditions for economic
growth. Insufficient revenues lead to a budget deficit, which in turn increases public debt, inflationary pressure,
and economic instability. Therefore, Uzbekistan has introduced a medium-term budget planning system to
ensure fiscal stability. Within this system, budget forecasts are developed for a three-year period and aligned
with macroeconomic growth scenarios.

Maintaining an optimal level of budget deficit, ensuring that public debt does not exceed 40% of GDP, and
forming budget reserve funds all help sustain fiscal stability. Moreover, conducting fiscal policy on anti-cyclical
principles — expanding expenditures during downturns and reducing them during growth periods — helps
stabilize the overall economy.

In recent years, Uzbekistan has implemented large-scale reforms to digitize the budget process and
enhance transparency. Through the “Open Budget” portal, citizens can review budget projects and vote for
local initiatives to be financed. This not only increases public participation but also strengthens oversight of
government expenditures. As aresult, the targeted and efficient use of budget resources has improved, corruption
risks have decreased, and the efficiency of resources directed toward economic growth has increased.

Furthermore, analyzing budget data using artificial intelligence and implementing “smart budgeting”
systems open a new stage in public financial management. These processes ensure real-time monitoring of
state resources and allow for timely adjustments to economic policy.

The experience of developed countries shows that the impact of budget revenues and expenditures on
economic growth depends on effective management and fiscal discipline. For instance, in Germany, South
Korea, Canada, and Sweden, the state budget system ensures economic stability through long-term planning,
performance-oriented expenditures, and effective tax incentives. Uzbekistan is also moving in this direction —
developing fiscal policy based on strategic planning, introducing digital control systems, and aligning public
spending with measurable outcomes.

The mechanisms through which state budget revenues and expenditures affect economic growth are
complex yetinterrelated. The expansion of the revenue base strengthens fiscal sustainability, while the efficiency
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of expenditures determines the quality of economic growth. Therefore, it is advisable to improve fiscal policy in
the following directions:

« simplify the taxation system and stimulate investment activity;

« direct budget expenditures toward efficiency and finance priority sectors;

« strengthen fiscal discipline and maintain public debt at an optimal level;

« further develop the “Open Budget” system and expand public oversight;

* broadly introduce “smart budgeting” mechanisms based on digital technologies.

Thus, the mechanisms of the impact of state budget revenues and expenditures on economic growth are

not merely instruments of financial management but essential guarantees of economic stability, social well-
being, and innovative development.
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