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2. Objective 4. Top down

economic expenditure
assumptions ceilings

1. Clear 3. Multi-
fiscal annual

objectives expenditure
baselines

5. Regular
spending
reviews

7. Consider
all
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budget

6. Informed
spending
decisions

9, Line
ministries
as partners

8. Budget
transparency

10. Budget
oversight

Mote: Principles relating to medium-term budget frameworks are highlighted in grey.
Source: OECD Spending Better Framewaork, 2022
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Future of Public Spending: Ensuring Fiscal Sustainability amid

Multiple Challenges

In recent years, like other countries, we' ve been facing multiple
spending pressures from similar challenges like defense, aging
population, zero emission, and inflation. Our budget has grown by over
28% 1in 2022 compared with 2019, which has brought tremendous pressure

on the expenditure side.

However, driven by strong economic growths during the pandemic,
tax revenues have also skyrocketed by 37% in the same period, which
enable the 2022 Budget to return to balance after fiscal expansion

caused by the Covid.

Looking forward, some of those spending pressures remain in the
near future. For example, the defense budget. Given the special
relation and heightening tension with China, we are in strong need of
maintaining sufficient self-defense capabilities. The defense budget
has grown by over 50% in the past 5 years. Even so, China' s defense
budget is still more than 10 times as large as ours. We' 11 have to
continue to reinforce our military readiness as long as China continues

to view Taiwan as part of i1ts own territory.
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Secondly, Taiwan currently has the lowest birth rate over the
world, standing at only 1.08. Our population in 2020 shrank for the
first time in history due to a rapid fall in the number of births. The
government has rolled out a series of measures focusing on encouraging
higher fertility. The spending on these measures has grown about six-

fold in 6 years.

Thirdly, our country became an aged society in 2018 and 1s expected
to enter a super-aged society by 2026. To build an elderly-friendly
and supportive environment, the government continues to allocate funds.

The relevant spending has grown by over 66% in 5 years.

In terms of climate change, our government has just declared to
achieve net-zero emissions by 2050. The budget on clean energy
increased by over 70% in 2023. Even though that we are at the early
stage of this process, I believe Taiwan will continue to move forward
and put more public resources to deal with greenhouse emissions. That
will be the most fast-growing area in our budgets over the next 5 to

10 years.

Finally, to stabilize the inflation, the government decided to
temporarily freeze electricity price and subsidize the losses of power

supply company caused by the natural gas price spike during the past
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one year. That policy alone has cost us 6% of the budget in 2023 (at
the amount of 6.6 billion USD). It’ s expected to cost at least 3% in
2024 (the total amount contribute in the field will be at least about
$3.3 billion USD). However, the result turns out pretty well. The CPI
was controlled at 2.95% in 2022, and this year, it s expected to be

around 296.

Our government has a strong commitment on supporting fiscal
discipline. We had maintained balanced budgets for 5 consecutive years
before the pandemic. Even in the pandemic years, the deficits were
well controlled at 1.4% of GDP in 2020, 0.7% of GDP in 2021, and
returned to surplus in 2022. The debt to GDP ratio stays at 26%, 2

percentage points lower than the pre-Covid level.

And we’ d like to share how medium-term programming budgeting
system works in Taiwan. We contribute more on program reviewing than
spending reviewing. Ministries should propose material projects which
are going to implement, and all of which should be reviewed by the
Executive Yuan and relevant authorities, and budget department 1s one

of the reviewing agencies participating at very beginning stage.

In the medium-term programming budgeting system, we emphasize an

approved project 1s a prerequisite for budget, and both projects and

17



budgets need to be reviewed by specialized agencies to prevent
unlimited expansion of funding need. Also, annual reviews of project
performance and budget allocation are conducted, and the result would

feedback to improve the budget prioritization.

Furthermore, Due to the culture of our country, citizens generally
support cost-saving measures and strict debt management policies, which
compel the governing authorities to constantly pursue fiscal balance

to ensure long-term fiscal sustainability.
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Green Budgeting: Achieving Impact

First of all, we’ d like to thank you for the invitation to the
meeting, and regarding Green Budgeting, we would also like to refer

our efforts in this field.

Even though we haven’ t developed credible tools such as green
budget tagging or green budget statement, we have announced to achieve
net-zero emissions by 2050. Additionally, we have had a whole chapter
in our budget statement, specifying the measures to reduce carbon
emission. In our 2023 budget, 1t 1s expected to devote over 2 billion

USD on reduction of carbon emission, which is 74% higher than 2022.
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