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Abstract

The diversion of national budgets to other purpose and
the deficit accumulation in public sectors as 1its result, for
which the filling of diversified claims of the citizenship as
a result of the system transformation into a welfare state
on the one hand, and the excessive financing activities of
the state forced by the countermeasures against the cur—
rency crisis of 1997 on the other hand, have to be respon—
sible, indicate that the core attribute of Ilegislation and
amendment of finance law system should be the ‘soundness
of finance’.

National budget have a serious effect not only on state
finance, but also on macroeconomics, so the soundness of
state finance must be insured as the most crucial factor of
the budget administration. In addition, in the face of the
sudden conciliatory mood with North Korea, the state will
persistently be confronted with an inevitable preparation for
reunification cost, and citizens’'s expectation of social welfare
1s showing a rapidly upward tendency. The basis of tax re-
venues, however, couldn't be described as abundant, and the
insuring of sound state finance should be recognized as the
most important state task to secure the future of the state.
In case of Korea, a sound finance administration has been
one of the cardinal motives of legislation policy since the
commencement of local autonomy. Though, influenced by

Keynesian economics, a concept of sound finance administ—



ration or balance-oriented budget sSystem was once disparaged
as antiquities, its 1importance recently gains a widening Sup-
port, which reflects the limits of local finance and the exp-
erience of troublesome local administration of finance.

But the fact is that the concept of sound finance is under—
stood extremely polysemically not only in the hermeneutics
of law, but also after confronting ideologies and interests
of experts. This equivocality might be a consequence of the
relationship between state finance and national economy, or
of the fact that budget process shares the characteristics
with political process.

Since the reformation of state finance of 1969, the consoli-
dation of legal system for a sound finance in Germany has
been a consistent object of legislation. Unlike Korean legis—
lation, the Federal Constitution of Germany provides a sep—
arated sector for state finance, accompanied by various laws
such as “Basic Law of Federal Budget”, “Law on DBudget Prin-
ciples of Federation and States”, “Law for Economic Sta-
bilization and Growth” and “Law of the Federal Board of Audit
and Inspection”, and budget regulations and ordinances for
executing facilities. The Constitution and laws include sys-—
tematic principles of budget and finance as a guaranteeing
apparatus for a sound state finance. The attainment of mac-
roeconomic balance which is certainly the prime thesis of
the related laws to realize a sound state finance, functions
as one of the important criterion of evaluation for financial
and budget-related activities of the state. In addition to
these legislative devices, efforts are being made from multi-
lateral points of view to find legislative and political alter—

natives for a rational forecast of finance. A midterm—planning



system of finance, flexible finance administration through
inducement, coordination and control regulations, risk man-
agement for state liabilities and application of the principle
of economical efficiency are to mention as such efforts.

In this research, we iInquire into how Germany could relieve
the financial shocks caused by the historic convulsion such
as reunification process and the formation of EU and induce
its economy to a stable growth, analyzing its legislation of
laws, ordinances and institutions to meet the demands of
sound finance. Based on this analysis, this research tries
to indicate a desirable direction of legislation and find out
mmportant implications in regards of a sound state finance

here in Korea.

Keyword : sound/healthy state finance, Financial Constitution of the
Federal Republic of Germany, Federal basic law of finance,
Law on Budget Principles of Federation and States, Law
for Economic Stabilization and Growth, basic principles for

budget, financial deficit, principle of economic efficiency
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