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For 2002,the central government slightly reduced expenditure compared with the previous
year. Yet, the decline in tax revenue, as well as the decrease in income from selling shares of
public enterprises and dividends from public enterprises caused central government revenues

to drop and led to a widened deficit of NT$246.9 billion.

Mild Decrease in Central Government Revenue

Central government revenue declined by 7.90 percent to NT$1,305.3 billion in 2002, mainly

owing to the decreases in tax revenue and surpluses of public enterprises and public utilities

Broken down by revenue category, tax revenue and surpluses of public enterprises and
public utilities still constituted the two major revenue pools for the central government, which

respectively accounted for 62.82 percent and 19.32 percent of total revenue in 2002. Beginning

Total Revenue and Expenditure of the Central Government
Unit: NT$ Billion

Fiscal Year*
1993 1994 1995 1996 1997 1998 1999 2000 2001 | 2002**
Total Revenue 8342 | 9005| 9374| 9968|1,0252|1,2515]|1,2286|2,0308|1,417.2|1,3053
(percent of GDP %) (14.85) | (14.55) | (1393) | (1359) | (12.85) | (14.42) | (13.44) | (14.11) | (14.91) | (1341)
Current Revenue 7988 | 8664 | 9133| 9628|1,0030|1,2008|1,147.1|1,9581|1,347.3|1,2386
Capital Revenue 354 341 241 340 222 50.7 815 727 69.9 66.7
Total Expenditure 9785 | 9728| 9657|1,0049|1,0514|1,0831|1,1640|2,230.1|1,559.7|1,5522
(percent of GDP %) (17.42) | (15.72) | (14.35) | (13.70) | (13.18) | (1248) | (12.74) | (15.50) | (16.41) | (15.95)
Current Expenditure 6930| 7041| 7388| 8083| 8765| 8970| 9158|1,7955]|1,236.7|1,1836
Capital Expenditure 2855 | 2687 | 2269| 1966| 1749| 186.1| 2482| 4346| 3230| 3686
Surplus/Deficit -144.3 -72.3 -283 -81 -262| 1684 646 | -1993| -1425| -2469
(percent of GDP %) (-257) | (-117) | (-042)| (-0.11)| (-0.33) 194 071 (-1.38) | (-150) | (-2.54)
(percent of Total Expenditure %) [(-14.75) | (-7.43) | (-293) | (-0.81) | (-249) | (1555) | (5.55)| (-894)| (-9.14) |(-15.91)
Debt Repayment 526 514 310 80.2| 1004 | 1039| 1180| 1934 | 1222 554
Financing: 1969 | 1237 751 958 | 126.6 499 566 | 466.1| 2758| 3023
Issuance of Government Bonds 1628 | 1082 751 958 | 1173 499 566 | 466.1| 2758| 2444
Surplus of Previous Fiscal Years 341 155 — — 93 - — = 579
Memorandum:
Debt Dependency Ratio** (%) 1664 | 1112 778 953| 1116 461 486| 2090, 1768| 1575

Notes: * Effective 2001, the calender year is adopted as the fiscal year. As a transition, fiscal year 2000 begins
on July 1,1999 and ends on Dec. 31, 2000, while the other fiscal years prior to 2000 run from July 1 of
the preceding year to June 30 of the designated year.

** The figures for the year 2002 are preliminary estimates, while the figures for the preceding years are
audited numbers.

*** Debt dependency ratio is defined as the ratio of annual isuance of government bonds to total gov-
ernment expenditure.

Sources: Directorate-General of Budget, Accounting and Statistics, Executive Yuan.

Department of Statistics, Ministry of Finance.
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in 2002, monopoly gains on tobacco and alcohol, a major part of government revenue in the
past, were phased out following Taiwan's entry into the WTO. Instead, a new tax was imposed
on tobacco and alcohol. However, tax revenue still regressed slightly by 2.55 percent in 2002
due to a 29.05 percent drop in business income tax in line with the gloomy business climate
a year earlier. The surpluses of public enterprises and public utilities significantly slackened by
249 percent as the sales of government-owned stocks passed its peak, and dividends from
public enterprises decreased after privitization. Revenue from fees, fines, and indemnities
sharply increased by 70.07 percent due to the huge licensing fees of NT$49 billion for operating

3G telecommunications services.

Slight Decline in Central Government Expenditure

Central government expenditure amounted to NT$1,552.2 billion in 2002, a slight decline
of 0.48 percent over the previous year. Among the components, current expenditure contracted
by 4.29 percent to NT$1,183.6 billion, mainly owing to the shrinkage of government subsidies
to the loss of the farmers' insurance program and to the civil servant's pension plans. Capital
expenditure substantially grew by 14.12 percent to NT$368.6 billion, reflecting the government's
continuous efforts to implement the "Plan for National Development in the New Century" and

policies aiming to promote public investment to boost the economy.

Total Revenue and Expenditure of the Central Government by Category
Unit: NT$ Billion

Fiscal Year*
1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 |2002**
Total Revenue 8342 | 9005 | 9374 | 996.8/1,0252|1,251.5| 1,2286| 2,030.8|1,417.2|1,305.3
Taxes 557.1| 6156 | 7057 | 706.1| 749.1| 8588| 7729|1,280.7| 8415| 820.0
surpluses of Public Enterprises and Public utiities | 146.3 | 1553 | 1139 | 151.6| 1495| 2399| 284.1| 4424| 3358 2522
Fees, Fines and Indemnities 212 212| 250 319 327 349 29.1| 1030 725| 1233

Revenues from Government-owned Monopolies 404 | 421 399 364 378 374 35.9 773 575 03
Proceeds from Sales of Properties and Recalled Capital 488 | 417 314 40.7 311 60.5 919 884 809 739

Others 205| 246 215 301 250 202 147 390 290| 356
Total Expenditure 9785 | 9728 | 9657 |1,004.9|1,051.4|1,083.1| 1,164.0| 2,230.1| 1,559.7|1,552.2
General Administration 986| 944| 931| 1048| 1080| 1127 1346| 2349| 1670 1623
National Defense 2535 | 2425| 2341 | 2441| 2534| 2571| 2632| 3433| 237.7| 2252
Education, Science and Culture 1569 | 1586 | 156.6| 166.6| 1749| 1848| 2027| 3676| 2572 2671
Economic Development 1871 | 1720 1371 | 1242| 1138| 1265 1725| 3564| 2771| 2912
Social Welfare 899| 910 1342| 1437 1500| 1502 1576 4110| 2933| 2624
Community Development & Environmental Protection 265 292 24.8 19.8 58 15.8 19.2 39.6 223 234
Pensions & Survivors' Benefits 885| 934| 956| 1086| 1395 1398 1293| 1954| 1220 1243
Interest payments 39.7| 553| 567 612| 589 635 80.3| 2496| 1512 1522
Others 379 | 364| 332 319 376 327 46 323 319| 441

Notes: * Effective 2001, the calender year is adopted as the fiscal year. As a transition, fiscal year 2000 begins
on July 1,1999 and ends on Dec. 31, 2000, while the other fiscal years prior to 2000 run from July 1 of the
preceding year to June 30 of the designated year.

**The figures for the year 2002 are preliminary estimates, while the figures for the preceding years are
audited numbers.

Sources: Directorate-General of Budget, Accounting and Statistics, Executive Yuan.

Department of Statistics, Ministry of Finance.
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Broken down by expenditure category, spending on economic development commanded
the largest share of total central government expenditure, with the reading steadily rising from
the previous year's 17.77 percent to 18.76 percent in 2002. This reflected the government's
continuous efforts to implement stimulative economic policies. The central government's
spending on social welfare had displayed in an upward trend and accounted for the largest
share of overall government expenditure in the previous two years. However, in 2002 the
spending fell by 1054 percent compared with the previous year, due to the government's
efforts to enhance the farmers' insurance program's auditing procedures, thus reducing the
need for government subsidy. Moreover, with the higher base of the corresponding period of
the previous year due to the disbursement of pension fund subsidies, the share of social welfare
in total central government expenditure declined from 2001's 18.80 percent to 16.91 percent

in 2002.

The scale of public expenditure of the central government, as measured by the ratio of
central government expenditure to GDP, declined to 15.95 percent in 2002 from the previous
year's 16.41 percent due to the decrease in social welfare expenditure. During the same time,
the ratio of fiscal deficit to GDP leaped from 9.14 percent in 2001 to 15.91 percent as a result

of the shrinkage of government revenues.

Increasing Demand for Debt Financing

In 2002, principal repayment of central government debt dropped significantly from the
previous year because NT$195.9 billion of it was transferred to the government debt management
fund under the ministry of finance. However, the central government's demand for debt
financing climbed to NT$302.3 billion in 2002 from the preceding year's NT$264.7 billion due to
the widening annual fiscal deficit. Of this amount , NT$244.4 billion was raised through issuing
government bonds and the remaining NT$57.9 billion was appropriated from surpluses of the

previous years.

Soft Increase in Debt Obligations

The amount of bond issues of the central government in 2002 totaled NT$244.4 billion,
causing the outstanding debt of the central government to reach NT$2,898.4 billion at the end
of 2002. The ratio of central government outstanding debt to the average of annual GNP in
the preceding three years stood at 30.11 percent, which was still below the ceiling of 40

percent in accordance with the Public Debt Law.
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Public Debt of the Central Government

Unit: NT$ Billion

End of Fiscal Year*

1993 1994 1995 1996 1997 1998 1999 2000 2001 ([2002***
Outstanding Debt 800.2| 916.6| 1,103.6|1,226.6| 1,385.2| 1,384.8| 1,3354| 2,478.0| 2,8080| 2,8984
(percent of 3-year-averaged GNP %) | (17.07)| (17.65)| (19.21)| (19.49)| (20.19)| (1857)| (1650)| (27.74)| (29.89)| (30.11)
(percent of GDP %) (14.24)| (14.81)| (16.40)| (16.73)| (17.36)| (15.95)| (14.61)| (25.64)| (29.54)| (29.78)
Government Bonds 7046 | 7814| 9443 |1,0280| 1,1443| 1,093.1| 1,0400| 1,3779| 1,719.1| 1,971.1
(percent of GDP %) (1254)| (1262)| (14.03)| (14.02)| (14.34)| (1259)| (11.38)| (14.26)| (18.08)| (20.25)
Borrowing from Banks 956 | 1352 1593| 1986 2409, 2917 2954 | 1,100.1|1,0889 9273
(percent of GDP %) (1.70)| (219)| (237)| (271)] (3.02)| (336)| (323)| (11.38)| (11.46)| (9.53)

Notes: * Effective 2001, the calender year is adopted as the fiscal year. The fiscal year 2000 begins on July 1,1999
and ends on Dec. 31, 2000, while the other fiscal years prior to 2000 run from July 1 of the preceding
year to June 30 of the designated year.

** Effective 2000, the figure is the average GNP of the three preceding calendar years, while those for the
other years prior to 2000 are computed with the three preceding fiscal years.
***The figures for fiscal year 2002 are preliminary estimates, while the figures for the preceding years are

audited numbers.
Source: Ministry of Finance.

Debt dependency, as measured by the ratio of debt proceeds to total central government
expenditure, continued to trend down to 15.75 percent in 2002 from 2001's 17.68 percent. The
decrease was mainly attributable to the setup of the government debt management fund in

late 1999 that shared the responsibility of principal repayment. Coupled with appropriating

surpluses in the previous years, the debt dependency ratio persisted to decline.



