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Lessons from the Impact of the 2008 Financial Crisis
on the Fiscal Policy of Major Countries, and Policy
Implications for Taiwan

Yu-shih Tsai

Specialist
Economic Research Department, CEPD

Abstract

The 2008 global financial crisis not only affected the financial
industries of countries worldwide, but also hit their real economies.
The United States, United Kingdom, Japan and Korea responded with
massive financial stabilization and economic stimulus spending
measures. Though these measures helped stabilize financial systems
and regenerate steady economic growth, they created a huge increase
in fiscal deficits and raised public debt, exacerbating the fiscal burden
stemming from future population aging. If governments do not adopt
sound fiscal governance measures, it may be feared that fiscal crisis
will follow in the wake of the financial crisis. Hence, sound fiscal
governance has emerged as a major economic issue in the aftermath of
the financial crisis.

Although Taiwan’s financial sector was not affected too badly by
the crisis, its economy shrank for the first time since 2001, tax
revenues fell sharply, the fiscal deficit expanded, and government debt
rose sharply. Moreover, this deterioration in public finances will be
further exacerbated by rapid population aging. Under such
circumstance, besides planning and carrying out mid-term and
long-term plans for improving fiscal governance, Taiwan’s
government should also draw reference from fiscal improvement
measures taken in major countries, to help it map out plans more
thoroughly and soundly. The ambit of planning should cover pension
system reform and prudent assessment of the feasibility of funding for
the implementation of long-term care insurance, as well as tax reform
and adjustment of industry to match economic development needs, so
as to actively improve the state of Taiwan’s public finances.
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