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PUBLIC DEBT MANAGEMENT POLICY
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Annotatsiya. Mazkur maqolada Italy, Japan va Uzbekistan misolida fiskal barqarorlik hamda davlat qarzini 
boshqarish siyosatining nazariy asoslari va amaliy mexanizmlari qiyosiy tahlil qilingan. Tadqiqotda davlat 
qarzining uzoq muddatli barqarorligi, fiskal va monetar siyosat o‘zaro ta’siri hamda institutsional omillarning 
qarz dinamikasiga ta’siri baholangan. Rivojlangan davlatlar va rivojlanayotgan iqtisodiyot o‘rtasidagi tarkibiy 
farqlar yoritilgan. Tadqiqotda FTPL, Bohn yondashuvi, kointegratsion tahlil, Markov-Switching modellari, BOP 
tahlili hamda Threshold-SVAR modellari qo‘llanilgan. Natijalar fiskal barqarorlik nafaqat qarz hajmiga, balki 
institutlar sifati, siyosatlar uyg‘unligi va qarz tuzilmasiga ham bog‘liqligini ko‘rsatadi.

Kalit so‘zlar: fiskal barqarorlik, davlat qarzi, davlat qarzini boshqarish, fiskal siyosat, monetar siyosat, fiskal 
ustunlik, monetar ustunlik, byudjet taqchilligi, fiskal qoidalar, Italy tajribasi, Japan tajribasi, Uzbekistan tajribasi.

Аннотация. В данной статье представлен сравнительный анализ теоретических основ и 
практических механизмов обеспечения фискальной устойчивости и управления государственным 
долгом на примере Italy, Japan и Uzbekistan. Исследуются долгосрочная устойчивость государственного 
долга, взаимодействие фискальной и денежно-кредитной политики, а также роль институциональных 
факторов в динамике долга. Применены модели FTPL, подход Бона, коинтеграционный анализ, 
модели Markov-Switching, анализ платежного баланса и Threshold-SVAR. Результаты показывают, что 
фискальная устойчивость зависит не только от уровня долга, но и от качества институтов, координации 
политики и структуры долга.

Ключевые слова: фискальная устойчивость, государственный долг, управление государственным 
долгом, фискальная политика, монетарная политика, бюджетный дефицит, фискальные правила, опыт 
Italy, опыт Japan, опыт Uzbekistan.

Abstract. This article provides a comparative analysis of the theoretical foundations and practical 
mechanisms of fiscal stability and public debt management based on the cases of Italy, Japan, and Uzbekistan. 
The study evaluates long-term debt sustainability, fiscal-monetary interaction, and the role of institutional factors 
in debt dynamics. The research employs FTPL, the Bohn Approach, Cointegration Analysis, Markov-Switching 
Models, BOP Analysis, and Threshold-SVAR models. The findings indicate that fiscal stability depends not only 
on debt levels but also on institutional quality, policy coordination, and debt structure.

Keywords: fiscal stability, public debt, public debt management, fiscal policy, monetary policy, fiscal 
dominance, monetary dominance, budget deficit, fiscal rules, Italian experience, Japanese experience, 
Uzbekistan experience.

I N T R O D U C T I O N
Fiscal stability is one of the most important macroeconomic conditions ensuring the long-term sustainable 

functioning of public finances. It reflects the ability of the state to meet its financial obligations without 
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increasing inflationary pressures, constraining economic growth, or imposing an excessive tax burden on future 
generations. Fiscal stability is closely associated not only with fiscal discipline and acceptable debt levels, but 
also with the institutional quality of fiscal policy, the macroeconomic environment, and the balance between 
fiscal and monetary policies.

In recent decades, global financial crises, the COVID-19 pandemic, geopolitical tensions, and external 
economic shocks have led to a sharp increase in government expenditures. As a result, budget deficits have 
widened and the pace of public debt accumulation has accelerated in many countries. Under these conditions, 
contradictions between the short-term stabilizing objectives of fiscal policy and the requirements of long-term 
fiscal sustainability have intensified. Excessive public debt may increase inflationary risks, lead to higher interest 
rates, and crowd out private sector investment.

Italy and Japan are among the countries with the highest public debt burdens in the world. In Japan, 
the public debt-to-GDP ratio exceeds 200 percent, and the country has long relied on ultra-loose monetary 
policy, low interest rates, and domestic financial resources. While this approach has helped maintain financial 
stability in the short and medium term, it has also intensified long-term risks related to fiscal sustainability and 
demographic pressures. In Italy, following the COVID-19 crisis, the ratio of public debt to GDP reached 155.8 
percent, turning fiscal stability into a systemic challenge not only at the national level but also for the broader 
European Union area. Low economic growth and limited fiscal adjustment capacity have remained the main 
risk factors for Italy.

For developing countries, however, high public debt levels are associated with even greater risks. This is 
due to the limited depth of financial markets, high dependence on external financing, exchange-rate volatility, 
and institutional weaknesses, all of which significantly constrain fiscal stability. In the case of Uzbekistan, a 
substantial share of public debt originates from external sources, while a major part of debt obligations is 
denominated in foreign currency. In addition, balance of payments deficits increase the sensitivity of fiscal 
policy to external shocks. At the same time, the need to sustain economic growth creates complex policy trade-
offs for fiscal authorities.

The main objective of this study is to conduct a comparative analysis of the experiences of advanced 
and developing economies in ensuring fiscal stability and managing public debt, to identify their institutional 
differences, to examine the mechanisms of interaction between fiscal and monetary policies, and to develop 
practical and scientifically grounded conclusions for Uzbekistan. The relevance of this article lies in the fact 
that its findings may contribute to improving the public debt management strategy and ensuring long-term 
macroeconomic stability in Uzbekistan.

L I T E R A T U R E  R E V I E W
International scientific literature provides an important theoretical and empirical foundation for analyzing 

public debt sustainability, fiscal policy effectiveness, and debt management strategies.
Research on the maturity structure of public debt, particularly the study The General Equilibrium Effects 

of Fiscal Policy with Government Debt Maturation1, suggests that the short-term or long-term nature of debt 
significantly affects the overall macroeconomic impact of fiscal policy. The maturity composition of debt plays 
a crucial role in shaping interest-rate risk, refinancing risk, and fiscal stability. These findings are especially 
relevant in the cases of Italy and Japan. While Italy relies more heavily on medium-term bonds, Japan is 
notable for its extensive use of very long-term borrowing instruments, supported by large-scale purchases 
of government securities by the Bank of Japan. This case illustrates important differences in the fiscal risk-
management strategies of the two countries.

Studies on Italy reveal a complex historical pattern regarding the long-term sustainability of public debt. 
The article Deficit Sustainability and Fiscal Theory of the Price Level: The Case of Italy, 1861–20202 concludes that 
Italian fiscal policy has exhibited long-term Ricardian characteristics, meaning that primary surpluses tend to 
increase as public debt rises. However, the existence of fiscal-dominance episodes in certain periods indicates 
that, within the FTPL framework, the price level has at times been influenced by fiscal policy. These findings are 
further reinforced by the study A Wavelet Analysis of Italian Fiscal Sustainability3, which shows that fiscal reactions 
are unstable in the short run but positive and stable in the long run.

The article COVID-19 Crisis and the Public Debt Issue: The Case of Italy4, which examines the pandemic 
period, argues that fiscal expansion was necessary in Italy during COVID-19. At the same time, it emphasizes 
that new risks to debt sustainability emerged. However, the subsequent decline in Italian public debt during 

1	  https://www.sciencedirect.com/science/article/abs/pii/S0164070416301045
2	  https://link.springer.com/article/10.1007/s10663-023-09577-w
3	  https://link.springer.com/article/10.1186/s40008-019-0151-5
4	  https://mpra.ub.uni-muenchen.de/103997/
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2021–2024 indicates that some of these risks were partially mitigated.
Among the reviewed literature, institutional problems of fiscal management in Japan are also examined 

in depth. The article Why Japan’s Fiscal Consolidation Fails? identifies the structure of public administration, 
weak fiscal discipline, population aging, high social expenditures, and slow political decision-making as major 
obstacles to fiscal sustainability. This argument is complemented by the study Japanese Government Debt and 
Sustainability of Fiscal Policy5, which scientifically evaluates whether the country’s primary surplus response 
remains close to zero or negative.

In addition to the direct cases of Italy and Japan, the study Under the Veil of Uncertainty, based on the 
experience of Greece, analyzes the relationship between high debt levels and uncertainty, demonstrating that 
excessive debt increases the risk of macroeconomic instability as a broader phenomenon. Furthermore, the 
study Effectiveness of Fiscal Policy Measures in Different Public Debt Regimes6 provides empirical evidence that 
fiscal-policy effectiveness declines and fiscal multipliers weaken under high-debt regimes. This phenomenon is 
particularly relevant to Japan, where the public debt ratio exceeds 250 percent.

Overall, the reviewed literature comprehensively addresses the issues of fiscal stability in Italy and Japan 
through various methodological approaches and theoretical frameworks.

R E S E A R C H  M E T H O D O L O G Y
This study applies a combination of economic and macroeconomic analytical methods to assess fiscal 

stability, public debt sustainability, and the interaction between fiscal and monetary policies in developed and 
developing economies.

In the case of Italy, cointegration analysis was employed to examine the long-term relationship between 
public debt and the primary budget balance, thereby helping to determine the sustainability of fiscal policy.

For Japan, Markov-switching models were applied to identify changes in fiscal and monetary policy regimes 
and to assess their role in supporting fiscal stability under different macroeconomic conditions.

In the case of Uzbekistan, Balance of Payments (BOP) indicators were used to evaluate the sensitivity of 
public debt to external factors such as trade flows, remittances, and foreign-exchange earnings.

In addition, the Threshold-SVAR (T-SVAR) model was employed to analyze the impact of fiscal policy on 
economic growth under different levels of public debt, allowing an assessment of fiscal multipliers in low-debt 
and high-debt regimes.

Overall, this methodological framework provides a concise comparative theoretical and empirical 
assessment of fiscal stability based on the experiences of Italy, Japan, and Uzbekistan.

A N A LY S I S  A N D  R E S U LT S
The experience of Japan demonstrates that fiscal policy in the country has long maintained an “active” 

character, in which government spending and budget deficits have not been strictly constrained by debt levels. 
The government has systematically implemented large-scale fiscal stimulus measures to support economic 
activity and mitigate deflationary pressures.

By contrast, monetary policy has largely remained “passive,” with the Bank of Japan providing financial 
support to fiscal policy through low interest rates and large-scale purchases of government bonds.

Although this fiscal-monetary policy combination helped prevent financial crises and preserve 
macroeconomic stability in the short term, in the long run it caused public debt dynamics to approach an 
explosive trajectory.

Demographic aging, a shrinking labor force, and a slowdown in potential economic growth continue to 
place additional pressure on the fiscal stability of Japan (Table 1).

5	  https://www.sciencedirect.com/science/article/abs/pii/S0889158311000554
6	  https://www.researchgate.net/publication/383556095_Effectiveness_of_fiscal_policy_measures_in_different_public_debt_regimes
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Table 1
Volume, Composition, and Structure of the Public Debt of Uzbekistan in 2025, by Quarter7

№ Bullets

Year 2025

Q1 Q2 Q3

million 
dollar

As a 
Percentage 
of Total 
Public Debt

million 
dollar

As a 
Percentage 
of Total 
Public Debt

million 
dollar

As a 
Percentage 
of Total 
Public Debt

PUBLIC DEBT 42 598 100% 43 496 100% 43 969 100%
As a Percentage of 
GDP 33,60% 34,20% 32,30%

I EXTERNAL DEBT 35 569 83% 36 534 84% 36 721 84%
Percentage Ratio to 
GDP 28,00% 28,70% 27,00%

1.1.

fixed rate 19 755 46% 20 399 47% 20 352 46%

variable rate 15 674 37% 15 991 37% 16 075 37%

no interest 140 0% 144 0% 293 1%

1.2.

Denominated in 
National Currency 1 026 2% 1 047 2% 1 098 2%

Denominated in 
Foreign Currency 34 543 81% 35 487 82% 35 623 81%

1.3.

Short-term by 
Original Maturity 0 0% 0 0% 0 0%

Long-term Debt with 
Remaining Maturity 
of One Year or Less

104 0% 235 1% 332 1%

Long-term Debt with 
Remaining Maturity of 
More Than One Year

35 465 83% 36 300 83% 36 389 83%

II DOMESTIC DEBT 7 029 17% 6 962 16% 7 249 16%
Percentage Ratio to 
GDP 5,50% 5,50% 5,30%

2.1.

fixed rate 5 665 13% 5 575 13% 5 858 13%

variable rate 116 0% 93 0% 92 0%

interest payment 1 248 3% 1 293 3% 1 299 3%

2.2.

expressed in 
national currency 3 462 8% 4 061 9% 4 388 10%

denominated in 
foreign currency 3 567 8% 2 901 7% 2 861 7%

7	  Ministry of Economy and Finance of the Republic of Uzbekistan. Public Debt Information, 2025. Available at: https://gov.uz/en/imv/sections/
view/63904 (accessed: 28-04-2026).
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2.3.

short-term to the 
original term 1 056 2% 1 033 2% 1 000 2%

Long-term in 
terms of original 
repayment when the 
payment is due in a 
period of one year 
or less

1 728 4% 1 857 4% 1 964 4%

Long-term on the 
original payment 
period, when the 
payment is due in a 
period of more than 
one year

4 245 10% 4 072 9% 4 285 10%

Table 1 presents the dynamics and structural composition of the public debt of Uzbekistan for Q1–Q3 2025 
and reveals significant trends from the perspective of fiscal stability. According to the data, total public debt 
amounted to USD 42.6 billion in Q1-2025, while by Q3-2025 this figure had increased to USD 43.97 billion. 
At the same time, the ratio of public debt to GDP declined from 33.6 percent in Q1-2025 to 32.3 percent in 
Q3-2025. This indicates that, despite the increase in nominal debt, the debt burden remained relatively stable 
due to economic growth.

External debt occupies a dominant position in the composition of total public debt, accounting for 83–84 
percent of overall liabilities throughout all quarters. In Q3-2025, the volume of external debt reached USD 
36.72 billion, equivalent to 27 percent of GDP. Such a high share implies that the fiscal stability of Uzbekistan 
remains significantly dependent on external financial sources. At the same time, fixed-interest-rate obligations 
prevail within the structure of external debt, representing 46–47 percent of total external liabilities. This reduces 
short-term interest-rate risk, although it may increase the persistence of interest expenditures in the long run.

An analysis of the currency composition shows that 81–82 percent of external debt is denominated in 
foreign currency, whereas the share denominated in national currency remains around 2 percent. This situation 
increases the vulnerability of fiscal stability to exchange-rate fluctuations. In the event of depreciation of the 
national currency, the cost of servicing public debt may rise sharply and create additional pressure on the state 
budget.

With regard to maturity structure, the results indicate that the longer the maturity profile of public debt, the 
weaker the stimulating effect of fiscal expenditures on economic growth. One of the main explanations is that 
fiscal stimulus may crowd out private sector investment. More than 83 percent of Uzbekistan’s external debt is 
long-term, which may limit the effectiveness of future fiscal maneuvering.

Threshold indicators are also important for fiscal sustainability. While developed economies such as Italy 
and Japan are able to maintain high levels of public debt over extended periods, for developing countries such 
as Uzbekistan, exceeding the 60 percent debt-to-GDP threshold may lead to a decline in investor confidence, 
higher financing costs, and slower economic growth.

Empirical evidence further suggests that under a low-debt regime, the positive effect of fiscal expenditures 
on economic growth is approximately twice as high as under a high-debt regime. This finding confirms the 
importance of prudent fiscal policy for developing economies and the need to maintain public debt at sustainable 
levels.

C O N C L U S I O N S  A N D  R E C O M M E N D A T I O N S
This study provides important conclusions regarding fiscal stability and public debt management through a 

comparative analysis of the experiences of Italy, Japan, and Uzbekistan. The results indicate that fiscal stability 
depends not only on the volume of public debt, but also on the coordination of fiscal and monetary policies, 
institutional quality, economic growth, and the structure and maturity of debt obligations. Therefore, public debt 
sustainability is determined by a broader set of macroeconomic and institutional factors.

The experiences of Italy and Japan demonstrate that advanced economies are able to sustain high levels 
of public debt over long periods when supported by strong fiscal institutions, developed financial markets, and 
active monetary policy. However, the study also shows that weak economic growth and structural challenges 
may reduce long-term fiscal stability if necessary reforms are not implemented. In the case of Uzbekistan, fiscal 
stability is shaped by different conditions, particularly reliance on external debt, foreign-currency liabilities, and 
vulnerability to external shocks, all of which require a more cautious and nationally tailored fiscal approach.
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The comparative analysis confirms that the effectiveness of fiscal policy depends significantly on debt 
levels. Fiscal expenditures generate a stronger positive impact on economic growth under low-debt conditions, 
whereas high debt weakens fiscal multipliers and increases risks related to debt sustainability and the 
crowding-out of private investment. These findings underline the importance of maintaining prudent debt levels 
and strengthening fiscal resilience.

Based on the results, several policy recommendations may be emphasized, including the development of 
independent fiscal institutions, more prudent public debt management, the strengthening of flexible fiscal rules, 
the acceleration of structural reforms, and the improvement of systems for evaluating fiscal policy effectiveness. 
The implementation of these measures can contribute to stronger fiscal stability and support sustainable long-
term economic growth.
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