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ffifi% - OECD iEMERTHRE B &R ETa
Recent Developments in Budgeting and Public Expenditure

Thank you Mr. chairman. Good morning ladies and gentlemen. It" s a
great pleasure to join the Asian SBO this year. First of all, I would like
to thank Thailand for hosting this meeting every year, and I am also
grateful to OECD, especially toMr. Blondal and Mr. Blazey, for organizing
this regional forum, which gives us a great opportunity to exchange views
and hear opinions from other Asian countries. [t s my honor to have this
opportunity to report on the recent fiscal development of Taipei.

After 3 years of struggling with Covid, we have removed all the
preventive restrictions early this year. Since Taipei has never imposed
any large-scale lockdown during the pandemic, we have successfully
maintained a growing economy and has kept small deficits. Fortunately,
we turned into surplus in 2022.

However, like other countries, we have faced multiple pressures on
the spending side in recent years. These pressures mainly come from
demographic transition. Firstly, our population shrank in 2020 for the
first time. The government has rolled out a series of measures focusing
on encouraging fertility. The spending on these measures has grown by
nearly 250% in 6 years.

Secondly, 1t 1s expected that we are going to entered a super-aged
society by 2026. The government has continued to raise budget for
healthcare and long-term care. These are the most pressing areas in our

budget over the past few years.
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In addition to that, in order to enhance the resilience of our Labor
Insurance, the government has started to use general budget to support
the 1nsurance fund. The spending has grown more than 5 times in 5 years,
and accounts for over 4% of our total budget in 2024.

To strike a balance between spending priorities and fiscal
sustainability, we have 1imposed strict spending control measures.
Furthermore, our budgets are constrained by two strict fiscal rules on
public debt and borrowing, which have effectively limited the
government’ s expenditures and deficits. Over the past 3 years, central
government has managed to keep the debt-to-GDP ratio between 26% to 28%.
Looking forward, we will continue to control the expenditures in order
to ensure fiscal sustainability.

Finally, Mr. Chairman and delegates of Asian SBO, I thank you again
for your patience and kind attention. With that, I look forward to the
presentations and discussions today and tomorrow, and I wish this forum

a great success. Thank you.

Empowering budget communication
In order to enhance public understanding on the government s fiscal
situation and 1ts budgets, and to ensure the fiscal transparency, we
regularly release all kinds of detailed fiscal data of the budgets and
financial statements on government websites. Besides, we have also
developed an open data portal to provide time series fiscal data, in the

hope that fiscal informationwill be used by the academics for their public
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finance analyses.

The government also sets up a National Debt Clock, which provides
information on the central government's debt, including long-term,
short-term, and average debt per person, on a monthly basis. In the Budget
Statement, we have not only provided the budget arrangement of key
policies, but disclosed future contingent obligations on pension schemes
and social insurances to identify long-term fiscal risks.

In addition, according to the Fiscal Discipline Act, the government
1s required to point out the year inwhich 1t will reach a balanced budget,
as well as the necessary fiscal measures to be taken. All the information
and plans should be published online to the public. In 2020, We have set
up a goal to achieve a balanced budget in 2030, while we successfully
strike a balance 1n 2022, which 1s 8 years earlier than expected.

Taiwan 1s a democratic society. Our people love to discuss what the
government has done and what the government should do. Fiscal
consolidation 1s one of the i1ssues that often draws much of the public
attention. And most importantly, people in Taiwan tend to support prudent
fiscal policies and strict debt management, which encourages the
government to undertake policies in favor of fiscal transparency and

sustainability.

Reprioritization to strengthen fiscal sustainability
In recent years, like other countries, we' ve been facing multiple

spending pressures from similar challenges such as aging population, zero
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emission, defense and inflation. Our budget has grown by over 28% in 2022
compared with that in 2019, which has brought tremendous pressure on the
expenditure side. However, driven by strong economic development during
the pandemic, tax revenues have also skyrocketed by 37% 1n the same period,
which enable the government to arrange the budgets i1n key policies
accordingly without resorting to expenditure reduction measures.

Taipei has a strong commitment to maintaining stable budget deficits
within economic cycles. Our budgets are constrained by two strict fiscal
rules on public debt and borrowing. Firstly, the outstanding debt at all
levels of government should not exceed 50% of GDP. Secondly, the annual
borrowing should not exceed 15% of expenditure. These two debt management
provisions limit the scale of expenditure and the growth of the deficit.
Over the past 3 years, central government has managed to keep the ratio
of outstanding debt to GDP between 26% and 28%.

We also have a strong record of keeping expenditures low by imposing
strict spending control measures, such as spending reviews on a regular
basis and a top-down median-term expenditure framework to control over
the aggregate expenditure. That is why the central government s
expenditures have remained at a similar level innominal terms for 10 years

from the Global Financial Crisis in 2009 to the outbreak of COVID in 2020.
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