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T4 3383 3,638| 3736 4,044| 4323| 4674 5040| 5404
282 9 16,652 | 189051 20,684 | 22,084| 23,638| 25,867 | 28,101 | 30,349

FEAYT 3905| 4367 4,674 5059| 5408| 5848| 6,306| 6,761
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V1 0 0ke]
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2001 | 2002 | 2008 | 2004 | 2005 | 2006 | 2007 | 2008
AZRH(A) 2085 | 2737] 2940 | 3184 ] 3437 376 | 4131] 455
wE 142 1610 | 1801 | 217 | 2503 | 2880 | 3314 3812
Gt 2871 | 3445 | 3556 | 348 4165 | 4508 | 4879 | 5281
(Gnlsl ey | 2871 | 3445 | 356 | 388 | 4165 | 4508 4879 | 5
o ¥EA 9857 | 11043 | 11770 | 13280 | 14431 | 15,788 | 17,302 | 18926
ZoldREEaA) | 1775 | 18| 180 | 2034 | 2174 | 2351 | 255 | 2718
Az 567 | 638 | 7198 | 8222 | 9442 | 10900 | 12597 | 14537
259 3519 | 3574 | 3771 | 4111 | 4569 | 5150 | 5857 | 6704
A8} 530 | 54| 600| 628| 64| 60| 73| 70
B 1626 | 2210 | 2827 | 3483 | 4219 | 5071 | 6087 7,108
34414 0,150 | 22,343 | 24080 | 27,096 | 20,79 | 33,074 | 36784 | 40,846
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Holk 19909 1.46%0lA 22% = F713k A& & = Qv e
U wolE e ARk 93ke17] o]F ZEAAE Ho 2003
o ake] 7Z$- GDP thH] 1.38% = wrold Aow My gluh

ARAE g SEAES VIR & Aol 1994 o]
Fo 7aFA7t BEs JepdA) e e ol@Al kbl B3
Aol Aol7k th= ol F shbis wolkelate @e o] §
AAEQ W FAALE FATFES AT SEAE AFTHE
2 sfolsls N uEET ARQHF AR Fo| wldiew
Al A= BRI olito] Fol7h i slo] A

<E IV-5> &0 ofike] F0|
() A9, %)

T | EEold | AFAA | Adk i cpp | GDP o
A= Rua S, o2k HlZ HlF
1990 2,618 25,699 10.20 178,797 1.46
1991 2,785 29,508 9.44 216,511 1.29
1992 3,253 35,926 9.05 245,700 1.32
1993 4,616 40,764 11.32 277497 1.66
1994 5894 47,631 12.37 323,407 1.82
1995 8,29 54,825 15.13 377,350 2.20
1996 8,508 62,927 13.52 418479 2.03
1997 8,732 71,401 12.23 453,276 1.93
1998 8,573 75,464 11.36 444,367 1.93
1999 7,765 88,465 8.78 482,744 1.61
2000 8,365 94,920 831 521,959 1.60
2001 8,310 101,000 8.72 545,013 1.62
2002 8,186 105,877 773 596,381p 1.37
2003 8,669 111,483 7.78 627,643p 1.38

T 1 pe FAA
A EEE, Tedabla,, 1991 ~2003.
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2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008

A3 A 4601 | 6630 | 6636 | 6934 | 7257 | 7629 | 7997 | 8334
A A = 2221 39| 463| ©BI5| 866| 629| 697 769
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ofell MEW % R FAlwor] A AEL A ITERL B
Al S7¥sEaL Qlek Zelu argRore] 4 HEARISES Al o
g A9 R wE Skt vk Ae Ajbele] AT E
B} 1~29% =7 7143t Uz nERok= H Z7}8o] b

kormz FAAEE Bk 1~2% WAl 7Pgsich U R] SAlEok
A& B dE FTo= 7Pgeitt
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(91 4of¢)
1999 2000 2001 2002 2003
Ank3] A 11,321 12,440 12,747 13618 | 13711
5937 19759 | 21,033 | 22274 | 24090 | 25246
AEa 23t 11,758 | 12682 13,236 14476 | 14716
e 4524 5,222 5,802 6,625 6,887
B4 3,866 3,989 4,509 4,681 5,128
o AHHA 10,932 11,580 11,475 11,926 | 12225
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2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
A3 Al | 12,747 | 13618 | 13,711 | 14,599 | 15,351 | 16,331 | 17,326 | 18276
HEA Y 637 708 811 894 973 1,072 1177 | 1,285
Z1Ef g | 12,111 | 12,910 | 12,900 | 13,705 | 14,378 | 15,260 | 16,149 | 16,991
SH3A 22274 | 24,090 | 25,246 | 26,321 | 28,138 | 29,863 | 31,604 | 33,250
o ARSHAl | 11,475 | 11,926 | 12,225 | 13,021 | 13,696 | 14,574 | 15,467 | 16,319
A8 12,519 | 13,055 | 13,414 | 14,307 | 15,071 | 16,062 | 17,071 | 18,039
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<E IV-10> FE 2 X|ALE| 7 2o Lho] M AA|

(91 4lo39))

2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
A3 A 735 | 1,163 1,154 [ 1,249 | 1,335 | 1,444 | 1,557 [ 1,669
S =
(b 3610 | 3520 | 2,859 | 2,859 | 2,859 | 2,859 | 2,859 | 2,859
g
S3AA 4,716 | 4904 | 4,340 | 4,463 | 4573 | 4,713 | 4,858 | 5,002
T 7 g s e] AnkslA o ake 2003974 FHE Ao, B
A 2001 olf= FAAY FRFEIFE VT8 A A oA
20039 FAE Altete] 1 ol$olE WA ekerha 7Pk

o1, G, AYEA D et SekE TRsel F4
oholElelE Bah R B, 87, TEAY R AR, 430l

A A9 TR Q00874 PhFEGLO o) FR Ak 9o
W03 el = §AA o] ghek weby ol FRE AnslAe] e

o gl Aom et duuel 4% of 229 tha 3
Foke FEolgort el deldor we o 629L

Al A 20029 dlelA Q] A= 7dstaL 2003 7]



96
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2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008

8714 | 2959 | 3374 | 3661 | 3963 | 4,237 | 4581 | 4940 | 529
AukaA 10,094 | 11,194 | 13,640 | 14,764 | 15,785 | 17,068 | 18,404 | 19,731
G2 | 1,936 | 2,966 - - - - - -
o ] W] | 2062 | 6149 | 2586 | 2,799 | 2992 | 3236 | 3489 | 3,740
71 EF | 9976 | 8039 | 8172 | 8846 | 9457 [ 10,226 | 11,027 | 11,822
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=

= A3 Aow yehdth 7t i

B
!

B[

ofefdt 7t TR HlT T AR AlFoldoly A4
i A=Al Wshrh gloka ZPgsislerns 2003 o] F- 2008'd

A FAENN TFEF R ALARAGAZ} A sk vlFol B

AAsheel ket wke 5 gk

@ SAlsh QWA FEAE ARGDPA AXSE 1
&, 5 AFEES 20039 235%004 2008 24.1%= A|&A S
2 gaks Aoz deth ARl A8ngrleld R
=)

22 713 51t 271.0%°4 279% = e
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<E VI-10> 52 ¥ X|URHHe| A
(9 =4
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
TR
A 1358 14401 1587 | 1720 | 1849 1990. | 219.1 | 2381| 2578
A% 907| 714| 87| 9R3[1067|117.1| 1282 1383 | 1472
AR5A H1| 26| 00| 77| 82| 819 N8| I 1106
A AA A
A 21| 47| 469| 494| 50| 80| 631] 684| 738
Az 524| 594| €51| 638| 749| 86| 87| %2| 1026
A4 -203|-187| -182| -193| -21.0| -226| -246| -26.7| 289
SRR A
A 17| 18| 19| 20| 22| 23| 25| 27| 29
A% 197] 230| 261| 280| 3L1| 339| 376| 416| 46
AR5A -180| -21.3| -242| -26.0| -289 | -31.6| -35.1 | -389| -42.7
FEE AA
A 1695 1865 2075 2235 241.1 | 2593 | 2847 | 309.3| 3345
Az 1628|1538 1699 1960 | 2127 | 231.6 | 2536 | 2750 2954
AA5A 68| 327| 376| 24| 284| 277| 311| 343| 391
TUAFIF 54 136| 149| 173| 197| 24| 25| B4| 312| 42
FNATYF A 4 | 69| 178] 203| 87| 59| 22| 27| 31| 49
(72GDP M) |, %) | 5220| 5516| 596.4| 627.6| 6787 | 731.2| 7862 | 8445 | 063
FERE AA ARSFA | 1.30| 593| 631] 453| 418] 379| 39%6| 406| 431
AT A 957 -131| 323| 340 1.39| 08| 030| 035] 037| 054

1 2000~200112 FAIX]o]H, 2002~2008%

T

& Al

[e]
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<E VI-11> =AZ|&0l| ot SsFEE vIS

(T2l %)

2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
YA
A% 80.1| 772 765| 77.0| 76.7| 76.7| 769| 71.0| 771
A& 55.7| 46.4| 46.3| 50.4| 50.2| 50.6| 50.6| 50.3| 50.4
AAR A
A 189 21.8| 226| 221| 224 224\ 222| 221| 221
A& 32.2| 386| 383| 35.3| 35.2| 34.8| 346| 346| 347
5 AA R
A% 1.0} 1.0{ 09| 09| 09 09 09| 09| 09
A& 12.1| 150| 154| 14.3| 146| 147| 148| 151| 154
FHRE A
A 100.0{100.0{100.0|100.0| 100.0 { 100.0{ 100.0 | 100.0| 100.0
A= 100.0{100.0{100.0|100.0| 100.0 { 100.0{ 100.0 | 100.0| 100.0

1 2000~2001d2 SAIA] o], 2002~2008'd A 4.

<E VI-12> ZRFEE 5o 1Y

2003 2004 2005 2006 2007 2008
AR EE | 1823 18.03 17.85 18.29 18.46 18.52
ZAFEE | 2354 2340 2322 2373 2397 24.07
FUREE | 2698 26.96 2691 2751 2179 2794

npAEro 2 APPARR A R wEAA A o] A= - gt
A @ Ae® TSIl wlEeldd) AR A TdA

of Aol EFAR =7 ol et - g2 skl

43) AR 2 A usAe] o] WFeA] FuEtE A WA A
nEAA A L] AAFAE BT oldF WEol wdEy] uliEd
A= slch

M ye
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FEjvete] g g AlEe BIPERAE AlelstaL
7o IR Tujel P FANRETY] FURE ©

A A&(Hell F2aRFs el =42 5 Uk

<E VII-2> =i oA BE30((2000~2002'4)
(k9] Rk, A4, %)

2000 2001 2002
Sufj 2k | ufol A8 Sk | uf o A Sufj 2k | Hufol A3
e Hog | TN go o [ NS T 40 o
(SRR s T E

b | 95075 | 46000 | 906 | 83416 | 5049 | 43| 7238 | 5117 789
ok | 9369 |711.451 941 15501 | 1261 | 157 19469 | 176 | 212
PM | 4372316416 421 6138 518 62| 5207 497 57
J1I 37725 | 268488 35| 4115 332 42| 3819 333 42
BAT | 1757 (125442 17 4620 369 47 974 8| 106
7Ek 15| L1056 0.0 628 42 06 669 47 0.7
A 110494 | 5320 | 1000 | 983917 | 6310 100 | 91,857 | 6873 100

92+ Z JTIE= JT, RJR9] &7, BATE Rothmans, BATS] A<,
2kl A 71ERE 2002 5-E] ALTADISS ¥3Hst dhj a2l
e A 712

>

L
2.
3.

2002 FA -2l FEH AHlERE 91869 /HHI= o 459
ARl sfEainh wule] @A 7HAeEe] el 2l fAE
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I A frAEEE <& VI-1>9] MRS} taE TIEe
= 2w gl Bl FAATAFEIPEAL 23 A7k fre
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wkek whil 1319 7FAS 139 ek Aol 413997 e

2 10% 7% 7FAsAM6), agla 7hAe] AR 1009 whl

46) FEA(1996)9] Aol ofatd wuEae] GrAEE A2 028 &
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of Qrka selw T Zom wEHCh webd 2004-20084
712k B9} a5 EA olF shilale] ZhERE oolel 1R
o ES @A) A A B u guiriAe) wEe 7
of i ) el ANEEe] W] o Aoln BrGE}
g GOY wE AERES AL UeA PRy
o AAWE 291E girka AR e.

oleigh Fhgalol A 2004~2008e] gl Bl AHERE) F
AEHE FANY el <E VI-3>3 2tk

<IE VI-3> Etlf 2 HAlstE 28 =FAQ odrdat

(5] 29)
2004 2005 2006 2007 2008
A5
1.72 1.72 1.72 1.72 1.72
(R=A)
Aol 1.50 150 1.50 150 1.50
S| 3.23 3.23 3.23 3.23 3.23

A2 ol 5 Eese] 2% Almo] did gAMb e
tegho] gtk ol ZHW BHolENETE AMe] AstowA Wit of
Uk Zlgely] Fe a4z S8l Seel Audisuct A%
Fol we WA A&E dlstslelol Bk Fae] A7 AL
92 Am gtk 2 delE aSARule] By 25A P
2ASE A, 4% 20Ae] g A2 B el dgtel o
o9tk el AR olF AN FARY Frheel A4
GDP $7h-< Aalshin AlGs7hgol 498 w4 veht sq
So] Alsgre] AUAA HEH o] ok ulgto] A7|HWA

Al thel =2l A7fs A gik



VI. A EH o)A 125

Bao M ol9p e Al=elo] ek elgA oel pAIRle]
Rhof Aol dASIEAS Wl o= Al TrEet A1F
Ao m A= Oé?‘%}% BEAs) B7] 98] <F VI-4>old B ul
o} o] TPIAQl ASalol A AxH o ® wAlsle] e A
5 7 %E‘r. AlFETE 2006W5E g 2 A&l w
2} 20043 4-¢ AH 2 A Agsitiets AlFEyrt 2005195
vehr] AlAshs A g ek oflEl 1A ek A9
sl eke 2004W30] AlRZRA o] o] Folx 1 2005\ E 2-&H=
5 AvEaA §9l7] wielth of el JEhd AlgFavhs
574 Al wgkete] 4% Zlo] oflBR ofjulgk Al&Foletal 3
et sp7|she v A7t sk A9l dis A el
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<E VII-4> ZiMgtoto] e MIMZHEAl M2 Zofoll thet 7H

(ke 340
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Alg= a3} -36 -4.1 4.5 -49

F 0 Ao WS |FOE EATE Al 15057} she AL HE:
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T, 1089 A5AFY 389 Haa5d AR 7)), FolE
BEE GFotel the mau] |9, v 540} wEH] XY M A
) 55 AAskaL Ak
olgA & 7§ AR AAFEE 2003d A GDP i
0.134%°114 2008 d3°l= GDP tin] 0.64% = 571 Aoz o=
3l glen 7 oibtRs 2008 V1% oF 43%9olth dA F%4

I AR EHTERE B ST 236499, AR

| =an=1
TEE BY 20089 7 oF 3~35%d FEY sew
T, ool AlAlgle] 27 AoR o dHrt o= 71gde
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<E VI-5> gfol 25 & WS X[l MY
(91 1, %)
2004 2005 2006 2007 2008
0~4Al0}| 2,874,956 | 2,790,987 | 2,718,872 | 2,675,637 | 2,636,865
AR | 5AloF | 622299 | 614,775 | 595,030 | 559,735 | 550,371
6~84lo} | 2,000,140 | 1,929,480 | 1,872,818 | 1,826,978 | 1,764,569
0~4A1oF| 933120 | 962407 | 992,412 | 1,032,496 | 1,071,260
242090 | Ao} | 248920 | 338126 | 416521 | 475,775 | 550,371
~8Alok| 50004 | 96474 | 140461 | 182698 | 220571
0~4A o} 325 345 365 386 406
A Qu)g | 5A} 40.0 55.0 70.0 85.0 100.0
~8Ao} 25 5.0 75 10.0 125
<E VI-6> gRot 2] ¥ us X|Yof| e HYHLLXUHE ZF
(29]: 10999), %)
2002 2004 | 2005 | 2006 | 2007 | 2008
A 2me A -| 2241528292 | 34277 | 40385 | 46986
#3 oaF g FA 796.6| 8951 | 9488 1,005.7 | 1,066.0 | 1,130.0
S5 o 2 A 2622 | 2946 3123| 331.0| 3509| 3719
F7F oAb A - | 19469 | 25169 | 30966 | 3,687.6 | 4326.7
Gfrofel it FA 796.6 | 28420 | 3465.7 | 4,102.3 | 4,753.7 | 5456.7
(GDP tiH] %) (0.134) | (0.425) | (0.489) | (0.546) | (0.597) | (0.647)
T 1 A= GDP B3E 9 6%t sdsHA Srleke slow g
=

. [e]
Dol WE W Bg Ml

2) wSMZ = (GDP HiH| 6%)
2002 g Al =5E gEHESRE ASAYFERE GDP

48) o171l NSl mEAATFEE FAGR WAH] A D AW GA
b g A Adske ANAATEEUS G AL 4GP
2003 dibs 71Eo R AN FRE 0% 35029902 F

E.I‘
AGDP2] 4.8%9l &l 33ttt
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Ul 6% FEo dukzd
AASAT, mEEA ] Aol o] H1L g
W wgARe] BE PR wAle] ofwlt) wel Baelas

WA Al AR ol mA= Gl tal Avi i) gk

J
21% 8,44091%9_ AA ASAGAQ 27 712004—%M 788%
ot} ek wHH] AEFEE BAGDP 6% F=oz FA]
Aol AR AL A
&Y TS v ER wiEdth, FUME S9EE 54§ Y
R F71Ql Ao HRE 43%Y0lal

SF HYo AQEE ZrhaaAdolth 2001 AAXZ A
3le], 20029 o)Foll= FrhhaAd T

Ak AL YHow Fu.

44

bR

il
By
{0

<IE VI-7> nsME &SA| MELe

(9l =9

R R R T
2004 40.8 321 8.3 6.6
2005 436 34.3 3.3 7.0
2006 471 371 9.2 7.3
2007 50.8 40.0 9.7 76
2008 545 429 10.1 79

N

: _LL'-ETZH;GO GDP9] 6% %Qi SHl o TR AR
T 2001e] HlE T %

Y
ol FhHon sast ALFEE FAHAE,
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s S0 B4 7o 200399 w&AE e 3042
o= GDP ] 4.8%0°]ltt. ®wkoF MAFF} o] wEAA JfE
7} GDP9] 6%7H4] S Hi=7] flaiA= 2003
oF 7.3%49 F7HARI Aol Fasitk 1 F

w2 5.8%4 qtEo|th
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ToE WHAGE dojshr] fsie FrraeAde] 78.8%¢l s

G 6.6~79299] F7H421 Aol Fasitt
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olE st VTR AE A 7eAS Adual WA
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TEE 20049 23328004 20080l 37.1xer FUlsla
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g Aoz dagh
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stch wheF AAF7IES FFAGAA ALt A
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20049 08%e] EAZ 7|23 Hoz WA 2005~2006%
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sheb7b 200797 A% 7‘58}% Aoz F4=m GDP dv] H]
S5 20069l 26.0%= Ao Euel I slEhAR Sol o=
of| Stk
<I VII-8> SEHTX| 7| M @oF

(&9 29, %)
2004 2005 2006 2007 2008
=y 1849 | 1990 | 2191 | 2381 2578
FAE 2 oA 161.6 175.4 191.6 206.7 220.7
THAGFA 23.3 236 274 314 37.1
(FRAE7]= A9 0.8) (-1.9) (-1.0) 0.2) (3.0
S HAAFA/GDP 343 3.23 3.49 3.72 4.10
(FRAF7F A9 (012) | (-025) | (-0.12) | (0.03) | (0.33)
7 AN (F S ) 165.1 1868 | 2042 | 2006 194.1
=7} 5/GDP 24.3 256 26.0 238 214

U v gd A REE Q4 53

Sl ANTREFS K
Date] 2004057E A7 3229
2 BRARRAe) SAF} FoE, SnagslFe Aslsu
ERAAEAL 2% Adeln 2% 542 A8t 28w 5
AitEst g 7] wEel A FRYHE Mol

FARomE sttt SA712E A% Aom weltk o
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32294 SulEE AAFAE AHAe R A 32294 JiAE
ot 289 WA 1729 S7sel wet oid oF 042 A=
o] AHAAA Y AFo] STFstER ojAA o R AZF 0429 F

2

FAAGFA] ofstagle] wAst)y ez 9o F giE A
AF 2.8%9 ABFA AHEAE 7T 5 ATk

7™ ARFA7E A 57 SRR =AY
v =7HRA AdiatREoE st €k ol & AFolAAIE At
1] FAaE oujatng FapHor S8 AE JNAAZIT 1
o Aol Azl wiE) Al Soiel] wE A4 A}
7F A7) wtell =7FRA AAFATE 7FESstE AL gk Aol
AR ZE FEE FHHor Z/AZIth ez A|7ke] A}l
ue} AgolAAE FEVF B SAETh o] wel FAE R+
ks 2004d0] 0479 F7FHAT 2006003 0220 0% 7Ha
skl 20063 5-EH= AFolA Rt 7)Ed Al vl ey FAE
2 EEAE Zobx] 7] AlAFg

<E VI-9> EHiM| ol SEHETR MY

(2 =4, %)

574 A 724 Ao 2ol

2004 | 2005 | 2006 | 2007 | 2008 | 2004 | 2005 | 2006 | 2007 | 2008 | 77|
74 1881 2022| 222.3| 2414 261.0| 32| 32| 32| 32| 32| 161
A& 9 54 1620 1705|1915 2064|2201 04| 02| -01| -03| -06] -05
SHAEFA 261 266 307 0| 40| 28| 30] 33| 36| 38| 166

(FAE71E AL | G| 12| 23| B8)] 6] 28)| BO| B3| 36)| (33)|(166)
SRAETA/GDP | 38| 364| 391| 414| 452 04| 04| 04| 04| 04
(FHAE7IE A9 [054)[(0.16) | (0.30) | 045) [ 0.7)| (04)] (04| 04| 04)] (04
S7BIHESEE) | 1623|1810( 1950|1879 1775| -28| -59| -92|-127|-166
= 7}%/GDP 239| 248| 248| 222| 196| -04| -08| -12| -15| -18
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<EE Il-1> AEM9 M=t 37 EA Zdof
FEAEA | AL A | CEiEA oA g
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<Abstract>

A Study on Medium Term Budget
Outlook of Korea Through
Forecasting Revenue and Expenditure

Sung, Myung Jae et a

This report aims to present macroeconomic and budget
outlook for the period 2004~2008, and to analyze economic
effects of prospective policy changes on fiscal account budget
balance.

We faced severe fiscal deficit after the economic crisis of
1998. It was reversed soon to surplus of 54 trillion won again
in 2002, even excluding the huge surplus of national pension
fund. This seemed a good sign for stabilization of fiscal
budget. However, we are still exposed to potentially
overwhelming shocks that may deteriorate our fiscal balance,
and, so, we need to watch out against those risks.

Korean economy is expected to grow 5.6% in 2004, 4.4%6 in
2005, and 5% on average in the following years which is
about the same as the potential growth rate.

According to the estimates of baseline budget outlook for
2004 through 2008, the consolidated budget of the central

government will record surplus of 2 trillion won in 2004, even
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if we exclude the huge surplus of national pension fund. In
2005, it will be reversed to deficit by about 2 trillion won.
However, it, soon, will return to surplus again by about 3
trillion won in 2008. The consolidated budget including local
governments will continue to record small surplus during the
next five years.

The national debt of the central government will grow from
126.6 trillion won (21.2% of GDP) in 2002 to 204.2 trillion won
(26.0% of GDP) in 2006, and decline to 194.1 trillion won
(21.4% of GDP) in 2008.

The net tax burden/GDP ratio will increase from 23.5% in
2003 to 24.1% in 2008, and the gross tax burden/GDP ratio
including social security contribution from 27.0% to 27.9% for
the same period.

A few scenarios are presented as following, to illuminate
their impact on budget outlook in the medium run.

A tax increase in tobacco products by 3.2 trillion won each
year 1s expected to generate direct increase in revenue by
16.0 trillion won in total and indirect decrease in expenditure
and net lending by 0.6 trillion won in total for the next five
years.

A reduction in tax revenue will generally deteriorate the
fiscal stance. If tax revenue is reduced by 3.6 to 4.9 trillion
won a year, the consolidated budget will turn out to be dificit
of 14 to 4.5 trillion won which is about 0.2~0.6% of GDP.
This will indirectly increase the expenditure for interest
payment by 2.9 trillion won in total for the next five years.

Therefore, the revenue decrease will result in deterioration of
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fiscal balance by 14.2 trillion won in total for the same period.
In this case, the national debt level will reach the apex at
210.4 trillion won in 2007 and begin to decrease afterwards.

Introduction of subsidy for infant care of 15.6 trillion won
in total for the next five years will enlarge deficit of the
consolidated budget by 18.3 trillion won in total including its
indirect effect of enlarging fiscal deficit by 2.7 trillion won.
The national debt will continue to grow even in 2008.

Expansion of education expenditure to the extent that its
ratio to GDP reaches 6% will require additional 6.6~7.9 trillion
won every year and 36.4 trillion won in total to the central
government alone for the next five years. This will have the
consolidated budget of the central government diverge far
from being balanced. Fortunately, however, it is expected that
the fiscal deficit will begin to decrease again from 2007. The
national debt size will continue to grow, but its ratio to GDP
will begin to drop in 2007.

Expenditure cut of 22.8 trillion won in total for the next
five years will induce continuous surplus to the consolidated
budget of the central government even when excluding the
national pension fund with huge surplus. This change will
decrease the expenditure for interest payment by 4.5 trillion
won and, as a result, it will have a total effect of ameliorating
fiscal account budget balance by 27.3 trillion won. The areas
to be considered for expenditure cut would be roughly such
as housing, transportation, subsidy to agricultural and commercial
sectors, and energy and resource development.

Increase in Local Share Tax rate from 15% to 17.6% will
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require additional transfer of 14.4 trillion to local governments.
This will deteriorate the budget balance of the central government
and, at the same time it will ameliorate that of local government.
Therefore, it will have zero net direct effect. However, it will
increase the expenditure of interet payment of the central
government by 2.8 trillion won. Unless the local governments
use the increased transfer from the central government to
reduce local debt, the consolidated fiscal account budget balance

will deteriorate by that amount.
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