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Fiscal Policies on Inclusive Growth Strategies of Chinese Taipei

Conceptual Framework







1. Economic Advances and Improvements in Competitiveness 

In line with the overall positive signs for the global economy, Chinese Taipei’s economy is expected to grow moderately in 2010. The IMF has recently revised its estimates for the rate of GDP growth of Chinese Taipei from 6.5% to 9.3% for 2010. In the IMD World Competitiveness Yearbook 2010 issued in May, our place in the global competitiveness ranking also rose from 23rd to 8th place. This rapid rise is mainly based on the improvements in the categories of Government Efficiency and Business Efficiency. 
2. Major Reforms for Domestic Investment

Chinese Taipei is an export-oriented economy and the ratio of net export to total GDP is expected to be 8% in 2010. In particular, the rise in exports and imports of 47.8% and 52.6% during the first six months of this year compared with the amounts for the same period of last year have contributed to the strong economic growth of this year. However, in the last decade, many production activities have been transferred overseas to take advantage of lower manufacturing costs or to obtain access to local consumer markets, and, as a result, we have noted that the fruits of our strong economic performance have not been fully reflected in a rise in wages or in the wealth of the public. In order to re-align the discrepancy in the attention given to export-oriented policies and that given to domestic needs, Chinese Taipei has implemented several important policies to encourage an increase in domestic investment, including:

(1) The simplification of the tax structure of estate and gift tax from a multiple tax rate with a highest rate of 50% to a flat rate of 10% from 2009.

  (2) The reduction of the corporate income tax rate from 25% to 17% from this year.

  (3) The signing of the Cross-Strait Economic Cooperation Framework  Agreement (ECFA).

  It is expected that the results of the implementation of these policies will lead to the lowering of the operating costs of enterprises and the creation of a more competitive business environment, which we expect will lead to an increase in domestic investment.
3. Major Activities to Encourage Investment in Chinese Taipei

To coordinate the efforts of different units of the government to boost the economy, the Executive Yuan of Chinese Taipei established a task force on 1st July 2010 to lure inward investment from around the world. In addition, the Ministry of Economic Affairs has established a service center to act as a one-stop service portal for solving investment problems that may be encountered by domestic and foreign investors. The Ministry of Finance has also set up an investment promotion office to assist in promotion. The ten main themes and flagship plans selected for promotion include Biotech and Medical Travel, the Cultural and Creative Industries, Globalization of National Cuisine, Smart Handheld Devices, Cloud Computing and WiMAX, Green Energy and Intelligent Green Buildings, Smart Electric Vehicles, Urban Renewal, the Taoyuan Aerotropolis, and High-Tech Clusters.  
4. What the MOF Can Do

  Fiscal policies have long been used as an important tool to aid in inclusive economic growth and to lay a solid base for robust industrial development. The MOF of Chinese Taipei has devoted attention to establishing a sound business environment through measures such as: the provision of tax incentives and interest preferences, consigning of national lands for operation, simplification of the tax system and streamlining of tax administration, and the taking of a leading role in the promotion of the passing of the Act for the Promotion of Private Participation in Infrastructure Projects (PPP), etc. By enforcement of the smooth functioning of the three major tasks of the MOF, namely financial, property and tax management, we hope to build up a positive cycle among tax revenues, infrastructure construction, and a better investment environment.

We expect that the policies mentioned above will work together to help to stimulate domestic investment, revitalize capital flows, improve job conditions, and further encourage the upgrade of the domestic industries in Chinese Taipei so as to spur the development of a vigorous economy and to let all our people enjoy the fruits of economic growth. 




Economic Gains in Chinese Taipei


Estimates for GDP growth rate continue to rise


Rapid rise in global competitiveness ranking in 2010 





Fruits of Economic Growth Not Fully Enjoyed by All


Overemphasis on export-oriented policies


Too much investment overseas 





Major Reforms for Inclusive Growth


Simplification of the tax structure of estate and gift tax


Reduction of the corporate income tax rate


Signing of the Cross-Strait Economic Cooperation Framework Agreement (ECFA)


Major Activities to Encourage Investment


Ten Main Themes and Flagship Plans Selected for Promotion


Biotech and Medical Travel, Cultural and Creative Industries, Globalization of National Cuisine, Smart Handheld Devices, Cloud Computing and WiMAX, Green Energy and Intelligent Green Buildings, Smart Electric Vehicles, Urban Renewal, Taoyuan Aerotropolis, High-Tech Clusters








What the MOF Can Do


Establishment of a sound business environment and positive cycle among tax revenues, infrastructure construction, and a better investment environment


Provision of tax incentives and interest preferences


Consigning of national lands for operation


Simplification of the tax system


Streamlining of tax administration


Taking of a leading role in the promotion of the passing of the Act for the Promotion of Private Participation in Infrastructure Projects (PPP)








