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Quasi-fiscal activities (QFAs) refer to those activities that public corporations carry out
to achieve policy objectives of the government. QFAs often lead to the understatement of the
government involvement in the economy and the overstatement of its financial balance,
thereby lowering fiscal transparency and hiding fiscal risks.

Central banks, as public corporations, perform various QFAs in many countries. I define
QFAs in this case as those activities that are not directly related to the intrinsic function of
central banks, whose responsibility lies in the administration of monetary policy and the
provision of banking services for the government and commercial banks.

In Korea, the Bank of Korea (BOK) has been an active source of QFAs. Of particular
importance are the policy loans to commercial banks to promote their lending to small- and
medium-sized enterprises and others. The outstanding stock of policy loans increased rapidly
in the aftermath of the recent economic crisis, and stood at 7.6 trillion won (20 percent of
the reserve money) at the end of 2002. Another important QFA by BOK stems from the
transfer of part of its profits to the central government. The accumulated transfer during
1998-2002 amounted to 9.9 trillion won.

My calculation shows that if these and other QFAs had been carried out by the
government as explicit fiscal activities, the consolidated central government financial balance
would have been below the actual balance by about 0.5 percent of GDP in each year since
the economic crisis.

It is suggested that the QFAs by BOK be reduced in coming years not only to enhance
fiscal transparency but also to expand the flexibility of BOK's reserve management.
Abolishing policy loans and minimizing transfers to the government would be the first step
in this direction. BOK should also consider paying interest on the government deposit held
in BOK.
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FEH A E(A)
q | 3AFE | AvER | A | Ardeie
e | oAEd | olded | dE oAed
1994 | 1,196.7 1,123.7 31.2 0.0 41.8
1995 | 1,050.6 967.2 35.1 0.0 48.3
1996 771.7 703.5 28.3 0.0 39.9
1997 429.4 3448 324 235 28.7
1998 658.3 4474 36.0 147.6 273
1999 435.8 332.6 45.8 48.5 9.0
2000 425.3 345.6 13.0 56.3 10.4
2001 263.6 250.6 23 9.0 1.7
2002 263.3 2577 1.1 3.8 0.7
HEA FAG) PEY g7t FEAH A
A [ ARAFOIA| Rl © | (=B-A—0)
1994 | 1,057.1 1,097.1 40.0 -2,462.3 2,322.7
1995 1,571.4 1,614.9 43.6 -2,376.0 2,896.7
1996 | 1,403.3 1,441.6 383 -4,541.1 5,172.7
1997 845.9 1,133.0 287.1 139.5 276.9
1998 -144.0 928.9 1,072.9 1,808.6 -2,610.9
1999 -594.2 786.9 1,381.1 987.1 -2,017.2
2000 | -1,272.2 1,294.1 2,566.3 -17.8 -1,679.7
2001 -373.9 688.5 1,062.4 3,059.3 -3,696.8
2002 | -3,072.5 720.5 3,792.9 -3,124.0 2117
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(T$1: 1021¢, GDP thH] %)
TIHE AE FTEHE Y ITEHE TYAE
Q) ) () Q) )] ©)] Q) )] ©)
loq | S4UI8S L1967 5531521 6L74L0 10571 6279811 76225 -1396 74829
(1673)  (037) (17100 (1909 (033) (1942 (236)  (004)  (231)
1o | 628468 10506 38974 | 728200 15714  7A0L4| 9972 507 104939
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