
206 │ 9. COUNTRY PROFILES 
 

BUDGETING AND PUBLIC EXPENDITURES IN OECD COUNTRIES 2019 © OECD 2019 
  

Budgetary Governance in Practice: Korea 

Economic context 

The rebound in international trade and greater fiscal support are projected to sustain output 

growth in Korea at around 3% through 2019, even though construction investment is 

projected to slow following tighter regulations on housing and mortgage lending. High 

household debt and weak employment growth continue to hold back private consumption. 

Inflation is projected to remain close to 2%, while the current account surplus will edge up 

to 6% of GDP. 

Fiscal policy plans 

Key fiscal policies are to support job creation: increase public sector jobs, support private 

sector job creation, and develop a model for the job market focusing on job security and 

flexibility. In order to improve welfare to ensure wage-led growth, it will strengthen 

support for employment-friendly welfare, adopt childcare benefits, and raise basic 

pensions. In addition, key fiscal policies will promote innovation to help develop new 

growth engines which will support the 4th industrial revolution, build industry clusters for 

innovation, and develop innovative human resources. 

 
  

A: Fiscal Balance and Public Debt B: Fiscal Policy Plans

C: Public Investment D: Expenditure by function (2016)

Source : OECD National Accounts Statistics (database).

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.

Source:  OECD National Accounts Statistics (database); Eurostat 

Government finance statistics (database).

Note : The graph is referring to general government fiscal balance 

and general government gross debt as defined in the OECD 

National Accounts Statistics.

Note : The graph is referring to Fiscal Policy Plans that are 

implemented and/or officially announced as of November 2017 

and as indicated by the country. Actual results in graph A may 

differ as the Fiscal Policy Plans are prepared by the country 

beforehand and as the Debt and Balance Plan reported by the 

country are based on the country’s own definition; Data are 

referring to central/federal government. 

Source: OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Source: 2018 OECD Fiscal Plans and Budgeting Framework 
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Developments in budgetary governance   

From 2003 to 2007, major public finance reforms had been achieved; medium-term 

expenditure framework (National Fiscal Management Plan), top-down budgeting, 

performance management and digital budgeting and accounting system with the 

comprehensive overhaul of National Public Finance Law.  

After the global financial crisis, the legal basis for long-term fiscal sustainability 

monitoring and systematic management of fiscal risk has been established through the 

amendment of the Enforcement Decree of the National Public Finance Law.   

Recently, there has been an effort to enhance transparency and citizens' participation in the 

budgetary process by requiring the government to review the citizens’ opinions and the 

result of the review may be applied in the budgetary process. Korea also has a number of 

gender budgeting elements in place. 

 

 
 

Central Budget Authority 

Ministry of Economy and Finance 

 

Weblink: http://english.moef.go.kr/ 

Legal Framework 

The roles and responsibilities of the legislature and requirement for 
legislative authorisation of spending and taxes are stipulated in the 
Constitution. National Public Finance Law stipulates the form and 
structure of the budget and the roles and responsibilities of the 
different parts of the executive and MTEF.  

 

Budget coverage 

The executive’s budget proposal covers budgetary central 
government.   

Budget cycle  

Budget circular  March 

Pre-budget statement n/a 

Negotiations with line 

 ministries 

March-August 

Executive budget proposal 1 Sep. 

Parliamentary vote on budget 2 Dec. 

Start of financial year   1 Jan. 

In-year budget execution reports Monthly 

Mid-year implementation report  N.A. 

End of financial year   31 Dec.  

Year-end financial statement 10 April 

Audited financial report  20 May 

Parliamentary accounting  June 

  

http://english.moef.go.kr/
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Korea’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy 

objectives 

Medium-term fiscal plan sets out policy objectives (for the consolidated fiscal balance minus social 
security funds) is managed at a deficit of around 3.0% to GDP in 2018-22 medium-term fiscal periods. 

National debt target will be managed within early 40% to GDP in 2018-22 medium-term fiscal periods.  

2a. Strategic alignment  MTEF set out the medium-term strategic plans and priorities of the government and CBA has a 
leadership role in promoting alignment between annual budgets and medium-term plans.  

2b. MTEF  The 5 year MTEF is on a rolling basis framework and the ceilings are revised annually. The 
Ministry of Economy and Finance establishes guidelines for preparing MTEFs and holds a public 
hearing and open forum to hear opinions on MTEFs. MTEFs are approved by the Cabinet.  

3. Capital and 

 infrastructure  

Korea has an overall long-term strategic infrastructure plan that integrates both central and sub-national 
government. The Independent Infrastructure Commission is in charge of infrastructure governance.  

4. Transparency and 

 accessibility 

Budget data is available in downloadable form. All core budget reports are publicly available.  

5a. Parliamentary engagement In case of an expenditure increase, executive consent is required. If the budget is not approved by the 
legislature before the start of the fiscal year, last year’s budget takes effect on an interim basis. 

5b. Inclusive public / civic 
debate 

Participatory budgeting will be launched from 2019 in order to increase the public interest in the 
national budget and fiscal transparency. Citizens can suggest ideas for new projects and line 
ministries review the project and make them concrete in the form of a budget project. A 
representative group of citizens is organised to discuss and prioritise the participatory budget 
projects.  

6. Financial reporting and 
accounting  

Financial statements are prepared on an accrual basis and the budget is prepared on a cash and/or 
commitment basis. 

7. Budget execution The use of a single treasury fund is mandatory for all revenues and expenditures of central government, 
except for special accounts that will be established by an Act when the country plans to operate a specific 
project or specialised fund for management.  

8a. Performance budgeting The Korean performance budgeting system has been focused on establishing a link between 
performance information and budget cuts, but recently its focus is shifting towards more performance 
improvement with more selective monitoring and evaluation.  

8b. Evaluation and VFM The programme evaluation process seeks to measure the relevance, efficiency, and effectiveness of a 
programme. The In-depth Evaluation of Budgetary Programme institutionalised the in-depth evaluation 
process as part of the performance budgeting system. Every year, an evaluation panel is created for 
each of the group of cross-cutting programmes selected for evaluation. Panel members mostly come 
from public research institutes and universities and since many stakeholders are involved in any given 
programme, the evaluation panel holds frequent meetings to collect inputs and feedback. The completed 
evaluation reports are considered by the central budget office, which decides whether to reflect these 
results in resource allocation changes or programme consolidation. Line ministries are required to report 
back with their follow-ups. 

9. Fiscal risk and long-term 
sustainability 

The Long-term fiscal outlook until 2060 was made for the first time in 2015 and MTEFs include fiscal 
risks analysis.  

10. Quality assurance and audit The board of audit and inspection of Korea is responsible for auditing of performance provided in year-
end reports. 

Note: Rows in bold represent notable international practice.  




