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Since the Asian economic crisis, Governments in
Asia and the Pacific have managed to improve
their fiscal positions significantly. In 1998, for
the region as a whole the annual budget deficit
as a proportion of GDP was 7.2 per cent, but
by 2007 this had come down to 0.9 per cent.

Across Asia and the Pacific many countries
have improved their fiscal positions, particularly
during the past couple of years — reducing deficits
to less than 1.0 per cent of GDP, levels not seen
since the early 1990s. They have done so largely by
steadily boosting government revenue while keeping
government expenditures stable, so the gap between
the two has narrowed. Between 2006 and 2007, the
fiscal situation remained unchanged in all
subregions, except South-East Asia which went from
a surplus of 0.2 per cent to a deficit of 1.7 per cent.

Compared with the difficult situation in 1998
following the Asian crisis, the 2007 fiscal situation
represents a major improvement. In East and North-
East Asia, governments managed to boost their
revenues and restrain expenditures. As a result,
between 1998 and 2007 they cut their fiscal deficit
from 8.4 to 0.6 per cent of GDP. Other subregions
also recorded significant improvements over the
same period. South and South-West Asia reduced
its deficit from 5.3 to 3.3 per cent. The Pacific went
from a balanced budget to a surplus of 1.6 per cent.
South-East Asia also reduced the deficit, though
only marginally, from 2.0 to 1.7 per cent of GDP.

Among individual economies, the most notable
fiscal improvements were in China, the Republic of
Korea and India. In the late 1990s, China had
budget deficits between 2 and 3 per cent of GDP,
but in 2007 the country recorded its first fiscal
surplus since 1990, largely by boosting government
revenue. In the same year the Republic of Korea
recorded its highest surplus since the beginning of
the 1990s, 3.8 per cent of GDP. India also made
progress: between 2006 and 2007 it further reduced
its deficit, from 3.4 to 3.1 per cent of GDP in 2007
— also its best fiscal position since 1990.
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In Japan on the other hand the situation
deteriorated. Between 2006 and 2007, the fiscal
deficit grew from 1.1 to 3.0 per cent of GDP. This

reflected a fall in government revenue, which as a

proportion of GDP fell from 14.5 to 11.5 per cent.
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22. Fiscal balance

Government expenditure also fell, bur rather less —
from 15.5 to 14.5 per cent of GDP.

The most dramatic improvement, however,
occurred in Timor-Leste as a result of taxes and
royalties received from gas and oil in the Timor Sea.
In 2007, the country achieved an unprecedented
fiscal surplus of 220 per cent of GDP.

This is all very different from the region’s
situation during and immediately after the
1997/98 financial crisis. Between 1998 and 2007,
overall government revenue went from 13.3 to
17.3 per cent of GDP, while government expen-
diture fell from 20.3 to 18.1 per cent. As a result,
governments were in a better position to invest in
infrastructure and improve social services. Healthy

Government revenue (% of GDP)

Total current and capital revenues received by the central
Government. Aggregates: Averages are calculated using
total GDP in US dollars as weight. Source: Asian
Development Bank, Key Indicators 2008 (online database,
accessed in September 2008).

Government expenditure (% of GDP)
The sum of current and capital expenditures of the central
Government. Aggregates: Averages are calculated

government accounts meant they had less need to
borrow, reducing the competition for domestic
credit and thus opening up opportunities for the
private sector.

[ )
Fiscal balance, expenditure and revenue
relative to GDP, Asia and the Pacific,
1998 and 2007
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using total GDP in US dollars as weight. Source: Asian
Development Bank, Key Indicators 2008 (online database,
accessed in September 2008).

Fiscal balance (% of GDP)

The difference between total revenues and total
expenditures of the central Government. Aggregates:
Averages are calculated using total GDP in US dollars as
weight. Source: Asian Development Bank, Key Indicators
2008 (online database, accessed in September 2008).
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22.1 Fiscal balance

22. Fiscal balance

Government revenue

Government expenditure

Fiscal balance

% of GDP % of GDP % of GDP
1998 2000 2006 2007 1998 2000 2006 2007 1998 2000 2006 2007
East and North-East Asia 12.3 13.3 17.0 16.9 20.3 18.0 17.6 17.4 -8.4 -5.0 -0.7 -0.6
China 1.7 13.5 18.3 20.6 141 16.3 19.1 19.9 24 -2.8 -0.8 0.7
DPR Korea
Hong Kong, China 16.7 171 19.5 21.8 18.5 17.7 {515 14.7 -1.8 -0.6 4.0 7.2
Japan 11.6 1.9 145 115 222 183 155 145" 107 -64  -1.1 -3.0'
Macao, China
Mongolia 26.5 34.0 36.5 40.8 31.4 36.0 31.2 36.6 -14.3 -7.7 3.3 2.9
Republic of Korea 20.0 235 24.7 27.0 18.8 18.9 23.6 225 -3.9 1.1 0.4 3.8
South-East Asia 171 18.2 20.0 18.8 19.4 18.6 19.6 20.5 -2.0 -0.7 0.2 -1.7
Brunei Darussalam 28.3 49.1 50.0 59.4 40.6 28.7 54 10.9 12.8
Cambodia 8.0 10.0 10.9 12.1 13.4 14.8 14.2 15.4 -2.4 -2.1 -0.8 -1.2
Indonesia 16.4 14.7 19.0 17.9 18.1 15.8 20.0 191 1.7 -1.1 -0.9 -1.2
Lao PDR 8.7 12.4 11.8 13.6 18.6 19.6 17.4 19.1 -6.6 -4.3 -3.2 -2.7
Malaysia 20.0 17.4 21.5 21.8 21.8 229 24.9 25.0 -1.8 -5.5 -3.3 -3.2
Myanmar 7.3 4.2 6.5 3.5 0.8 0.7
Philippines 17.3 15.3 16.2 171 19.2 19.3 17.3 171 -1.9 -4.0 -1.1 -0.2
Singapore 30.3 22.4 18.8 15.7 10.0 6.7
Thailand 18,5 15.1 17.7 17.2 18.2 17.3 16.3 19.2 -2.8 -2.2 11 -1.7
Timor-Leste 157.8 261.3 25.0 39.1 129.7 220.6
Viet Nam 19.6 20.1 26.8 24.9 20.3 22.6 275 28.1 -1.6 -4.3 -1.8 -5.4
South and South-West Asia 10.4 11.3 12.4 16.1 15.0 15.8 -5.6 -3.5 -3.3
Afghanistan 0.4 8.3 2.8 10.9
Bangladesh 9.5 8.5 10.8 10.6 12.9 14.5 14.7 14.3 -2.1 -4.5 -3.3 -3.3
Bhutan 20.7 22.8 17.0 30.3 41.4 32.2 0.9 -3.8 -0.8
India 9.5 9.8 10.6 12.1 14.6 15.5 14.1 15.1 -5.1 -5.7 -3.4 -3.1
Iran (Islamic Rep. of)
Maldives 27.8 30.0 44.6 49.4 33.3 37.3 59.6 66.9 -1.9 -4.4 -6.7 -7.9
Nepal 10.2 10.5 10.8 11.7 17.3 16.3 14.5 16.0 -5.5 4.3 -1.6 -2.0
Pakistan 16.0 13.4 14.3 14.9 23.7 18.9 18.7 19.3 -7.6 -5.4 -3.7 -4.0
Sri Lanka 16.7 16.4 16.3 15.8 243 25.0 24.2 23.2 -8.2 9.3 -7.0 -6.9
Turkey
North and Central Asia
Armenia 16.0 15.9 16.0 17.9 20.0 20.1 17.4 17.4 -3.8 -4.9 -1.5 0.1
Azerbaijan 13.5 14.7 20.6 22.4 15.4 16.2 20.2 22.6 -1.8 -1.0 0.4 -0.2
Georgia 14.7 14.9 30.8 33.9 22.2 18.6 28.6 33.6 -7.6 -3.9 34 0.8
Kazakhstan 17.5 22.9 22.9 20.3 222 211 -3.9 -0.1 0.8
Kyrgyzstan 17.8 14.2 21.8 24.5 22.0 18.0 22.4 25.7 -3.0 -2.0 -0.2 0.1
Russian Federation
Tajikistan 11.2 141 19.3 28.6 14.2 14.7 19.0 271 -2.7 -0.6 0.5 1.7
Turkmenistan 22.0 23.5 22.7 24.6 23.9 16.8 -2.6 -0.3 5.9
Uzbekistan 311 28.0 19.5 33.1 28.9 20.8 -2.0 -1.0 -1.3
Pacific 25.1 26.9 28.4 26.6 25.2 25.2 26.3 25.0 0.0 1.8 2.2
Australia 235 25.9 26.9 26.6 235 24.0 25.2 24.9 0.0 1.8 1.7 1.6
American Samoa
Cook Islands 31.6 30.6 28.5 28.6 41.3 35.2 34.2 324 -25 -1.8 2.1 3.6
Fiji 34.6 25.4 25.4 35.6 30.2 29.5 -0.9 -4.8 -4.0
French Polynesia
Guam
Kiribati 169.1 136.5 129.3 118.0 126.4 204.5 99.7 59.6 26.0
Marshall Islands 233 22.6 25.2 241 52.7 60.4 64.9 67.0 14.1 8.4 1.0 -0.7
Micronesia (F.S.) 27.5 24.2 231 77.9 72.2 64.5 -3.5 -3.7 -5.5
Nauru
New Caledonia
New Zealand 35.7 35.0 39.0 354 32.9 33.1 0.4 21 5.9
Niue
Northern Mariana Is.
Palau 243 26.4 23.1 55.1 70.6 64.4 63.3 -15.1 -1.2 -7.5
Papua New Guinea 241 23.3 31.7 33.9 27.3 29.8 33.9 35.3 -1.8 -1.8 3.1 2.5
Samoa 26.4 255 25.9 28.4 324 31.1 29.4 329 2.0 -0.7 0.3 1.1
Solomon Islands 34.2 21.6 31.8 31.8 33.8 31.6 39.5 36.3 3.0 -0.6 -4.0 -1.1
Tonga 28.0 271 30.6 30.3 33.0 28.5 34.7 31.2 2.4 -0.4 1.5 1.5
Tuvalu 99.5 243.2 47.4 48.7 96.4 210.2 73.7 74.3 19.1 -2.2 187 -14.3
Vanuatu 20.6 20.9 20.0 28.4 29.0 20.6 9.4 -7.0 1.2
Asia and the Pacific 13.3 14.2 17.7 17.3 20.3 18.3 18.2 18.1 -7.2 -4.3 -0.6 -0.9
LLDC 20.1 20.3 20.5 234 21.9 19.9 -3.5 -1.4 0.4
LDC 9.9 8.7 11.9 12.8 13.5 13.9 15.4 15.8 -2.1 -3.7 -2.3 -1.8
ASEAN 171 18.2 20.0 18.7 19.4 18.6 19.6 20.4 -2.0 -0.7 0.2 -1.8
ECO
SAARC 10.6 10.4 1.3 12.4 16.1 16.1 15.0 15.8 -5.3 -5.6 -3.5 -3.3
Central Asia 20.9 22.3 22.2 23.8 23.0 20.9 -3.3 -1.0 0.7
Pacific island dev. econ.
Low-income 15.8 13.9 16.3 16.5 20.6 18.4 19.6 20.4 -4.4 -4.2 -2.8 -3.8
Middle-income 124 13.3 17.0 18.5 15.4 16.7 18.3 19.0 -3.0 -34 -1.3 -0.5
High-income 13.6 14.6 18.2 221 18.9 18.1 -8.9 -4.7 -0.1
Other world regions
Africa
Europe
Latin America & Carib.
North America
Other countries/areas
World

' Data from national source.
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