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5. Public Finance of the Central Government

For the year of 2009, with central government revenue contracting by 5.3 percent while
expenditure increasing by 6.1 percent, overall 2009 central government finances turned to a

deficit of NT$162.0 billion, ending a streak of surpluses since 2006.

Significant Decline in Central Government Revenue

In 2009, central government revenue decreased by NT$87.4 billion to NT$1,553.5 billion. Tax
revenue reduced significantly by NT$191.3 billion, while the revenue from surpluses of public

enterprises and public utilities increased by NT$65.3 billion.

A closer look at the components shows that the two major sources of central government
revenue in 2009 contfinued to be tax revenue and surpluses of public enterprises and public
utilities, contributing to 67.7 percent and 20.5 percent, respectively, of the total revenue. The
decline in fax revenue was attributable to reduced enterprise earnings and individual income
amid the economic downturn, and the government's tax cufs to stimulate the economy. As

a result, income tax revenue fell to NT$576.9 billion and showed a record 23.2 percent decrease

Total Revenue and Expenditure of the Central Government

Unit: NT$ Billion
Fiscal Year*
2000 | 2001 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 |2009**
Total Revenue 2,0308 | 1,417.2]1,304.7 | 1,3209 | 1,368.2 | 1,4645 | 1,5646.4 | 1,6355 | 1,6409 | 1,653.5
(Ratio to GDP : %) 135 143 125 123 120 12.5 126 127 129 124
Total Expenditure 2,230.1[1,559.7 | 1,651.9| 1,618.1 | 1,5648 | 1,567.0 | 1,629.8 | 1,5520 | 1,617.7 | 1,7165
(Ratio to GDP : %) 14.8 16.7 149 151 13.8 13.3 125 120 12.7 13.7
Surplus/Deficit -1993 | -1425| -2472| -2972| -1966| -1025 16.6 834 232| -1620
(Ratio to GDP : %) -1.3 -14 24 -2.8 -1.7 -09 0.1 06 0.2 -1.3
Debt Repayment 1934 1222 565 46.5 56.1 64.1 650 60 65.0 650
Financing: 466.1| 2758 | 3027 | 3437| 2535| 1673 63.9 0 455| 2270
Debt Financing 466.1| 2758| 2444 3008| 2535| 1673 63.9 0 00| 1645
Surplus of Previous Fiscal Years 0 0 58.3 429 0 0 0 0 455 625
Memorandum:
Tax Dependency Ratio™**(%) 609 57.6 529 512 58.6 68.1 715 779 768 613
Debt Dependency Ratio™**(%) 209 17.7 167 18.6 162 107 42 0 0 9.6

Notes:*  Effective 2001, the calender year is adopted as the fiscal year. As a fransition, fiscal year 2000 begins
on July 1, 1999 and ends on Dec. 31. 2000.
The figures for the year 2009 are preliminary estimates.
*** Tax dependency ratio is defined as the ratio of annual tax revenue fo total government expeiditure.
**** Debt dependency ratio is defined as the ratio of annual issuance of government bonds and borrowing
from banks to total government expenditure.
Sources: 1. Directorate-General of Budget, Accounting and Statistics, Executive Yuan.
2. Department of Statistics, Ministry of Finance.
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I. Developments in the Real Economy

from the previous year. The revenue from estate and gift taxes fell by 25.9 percent in 2009 due
to lower tax rates. Business tax revenue declined by 8.4 percent from the previous year, despite

the government's shopping voucher scheme to boost consumption.

As tax revenue shrank and expenditure increased in 2009, the ratio of tax revenue to
government expenditure, an indicator of the tax dependency of central government finances,

dropped substantially to 61.3 percent from 76.8 percent in 2008.

Steady Increase in Central Government Expenditure

In 2009, central government expenditure reached NT$1,715.5 billion, an increase of NT$97.8
billion from the previous year. Of the increase, NT$43.2 billion was aimed at promoting economic
development via infrastructure projects such as mass rapid transit systems, railroads, flood
prevention and mitigation, and broadband networks. The second largest portion of the increase
went to social welfare, where a total of NT$22.2 billion bolstered the subsidies for low-income

employees and the labor insurance scheme.

In terms of share in total government expenditure, education, science and culture, and
social welfare were the top two categories, accounting for 19.0 percent and 18.7 percent,
respectively, followed by national defense with 17.0 percent. The share for economic development

as percentage of total expenditure rose to 14.3 percent from last year's 12.5 percent.

Total Revenue and Expenditure of the Central Government by Category

Unit: NT$ Billion
Fiscal Year
2000 2001 2002 | 2003 2004 | 2005 2006 2007 2008 | 2009*
Total Revenue 2,0308 | 1,4172|1,304.7 | 1,3209 | 1,3682 | 1,4645| 15464 | 1,6355| 1,6409| 1,653.5
Taxes 12807 | 8415| 820.1 8285| 9166| 1,067.8 | 1,0943 | 1,2087 | 1,2429| 1,051.6
Surpluses of Public Enferprises and Public Utilties 4424 | 3358 | 2507 3265 | 2822| 2434 289.1 2715| 2534| 3187
Fees, Fines and Indemnities 103.0 725| 1233 77.8 76.1 79.0 79.0 81.1 83.1 780
Revenues from Government-owned Monopolies 77.3 575 03 0 0 0 0 0 0 0
Proceeds fiom Sales of Properties and Recalled Capitol 884 809 739 657 703 526 585 51.3 400 537
Others 390 290 364 224 230 21.7 255 229 214 515
Total Expenditure 2,230.1(1,559.7 | 1,651.9| 1,618.1 | 1,5648| 1,667.0| 15298 | 16520 1,617.7| 1,7155
General Administration 2349 | 1670| 1623 167.3 | 1641 1655 167.3 168.2 1730| 1689
National Defense 3433 | 2377| 2252| 227.7| 2489| 2485| 237.1 2567 | 2824| 2912
Education, Science and Culture 367.6| 2572| 2670| 3002| 3021| 3015| 3031 3087 | 3104| 3265
Economic Development 3564 | 277.1| 2912| 2955| 2489| 2470 197.0 1933 | 201.3| 2445
Social Welfare 4110| 2933| 2622| 2844| 2798| 2857| 3033 305.1| 2984| 3206
Community Development & Environmental Profection 39.6 223 234 28.7 24.8 252 204 194 135 214
Retirement & Compassionate Aid 1954 | 1220 1243 12564 | 1231 1305 1347 134.6 1338| 1334
Interest Payments 2496| 151.2| 1522 1446 | 1271 1179 1252 1240 1174| 1168
General Subsidies and Other Expenditure 323 319 441 443 460 452 417 42.1 87.5 922

Note:* The figures for the year 2009 are preliminary estimates.
Sources: 1. Directorate-General of Budget, Accounting and Statistics, Executive Yuan.
2. Department of Statistics, Ministry of Finance.
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In addition to the general budget expenditures, the central government also set aside a
total of NT$234.9 billion as a special budget in the course of 2009, for plans to reenergize the
economy through programs or measures including the shopping vouchers, the expansionary

public spending scheme, as well as the Typhoon Morakot disaster relief and reconstruction efforts.

As a result, the ratio of central government expenditure to GDP rose from 12.7 percent in

the previous year to 13.7 percent, while the ratio of budget deficit to GDP was 1.3 percent.

Greater Demand for Debt Financing

The NT$162.0 billion fiscal deficit and the NT$65.0 billion debt principal repayment combined
to represent a need for the central government to finance NT$227.0 billion for 2009. Of this
amount, NT$164.5 billion was raised through issuing government bonds and borrowing from
banks, while the remaining NT$62.5 billion was financed with surpluses from previous fiscal years.
The debt dependency ratio, i.e. the ratio of annual government bond issuance and borrowing
from banks to total government expenditure, jumped to 9.6 percent in 2009, as opposed o

the two preceding years, when there was no demand for debt financing.

Considerable Increase in Debt Obligations

For the year of 2009, the central government was faced with a demand to finance not
only the general budget but also the special budget, both relying on government bond
issuance and borrowing from banks. Total outstanding debt of the central government increased
significantly by NT$358.3 billion over the previous year-end, amounting to NT$4,141.9 billion at
the end of 2009. Furthermore, the ratio of outstanding central government debt to GDP also

rose markedly from the previous year's 29.8 percent to 33.1 percent.

Public Debt of the Central Government

Unit: NT$ Billion

End of Fiscal Year
2000 | 2001 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009*

Outstanding Debt 2,450.1 [ 2,759.1|2,849.3 | 3,124.7 | 3,3622 | 3,550.1 | 3,623.5 | 3,720.5| 3,783.6 | 4,141.9
(Ratio to GDP : %) 24.1 27.8 274 29.2 29.6 30.2 29.6 288 29.8 33.1

Note: * The figures for the year 2009 are preliminary estimates.
Sources: 1. Directorate-General of Budget, Accounting and Statistics, Executive Yuan.
2. Ministry of Finance.



