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Abstract

The Korean government had been actively involved with resource dis-
tribution in the process of development of economy in the past. It was
to achieve a political goal by inducing a revenue source into area where
government, as a country, thought it would be appropriate. These kinds
of government-leading policy had been very successful, and its traces still
remain in our society in the form of its pros and cons. A name financial
organization that comes from the expression Governmental Financing Or-
ganization shows that our country had been taking government-leading
policy in the past.

Government's involvement was inevitable since we were in a devastating
situation where there were no financing industries, and the government
had to pursue the goal of rapid growth by forming industrial funds of
domestic and international savings, and others. Also, the role of financing
policy, which includes the diverse means of capital distribution, had been
somewhat effective. As a result, the situation has gone to where the work
fields of governmental financing organizations overlaps with the ones of
private financing organizations.

In a country with certain level of economy scale, the possibility of dis-
tortion of the market increases when the government becomes the active
participants of the market. This is due to difficulty in adapting to a new
market where risk profile is changing as a result of commercialization of
economy and complications of transactions for governmental financing or-
ganizations, compare to private financial organizations. This implies that it
is more effective for governmental organizations to be involved indirectly

into the economy through the means of participation loan, trust guarantee



and etc,. This will lead to maximizing positive external effects of govern-
mental financing organizations, and the spread of expert knowledge of
governmental financing organizations by limiting trust distribution motivated
by political and other reasons.

For governmental financing organizations to be successful, followings are
demanded. First, the reason and the goal of the bank must be clearly
regulated. Second, the transparency of the accounting must be guaranteed
and the regular evaluation on accomplishing the goal needs to be conducted.
Lastly, control structure of the bank must be clearly set.

In the perspective of the opinion describe above, few conditions may
be followed for future governmental financing. One is that governmental
financing must aim for increasing benefits of citizens and contribute to
the public. Another remains in the area where private financing company
is not sufficient, due to the difficulty in evaluating the adequate risk in
financing. Therefore, in the original field of governmental financing, where
there are less risk and the pursue of public good is not necessary, pri-
vatization will allow the efficient approach into the industry. Thus, for
future governmental financing area, limiting to a small*medium enterprises,
part of governmental businesses including venture corporation, maintaining
the infrastructure including the housing, agriculture and fishery industry,
and oversea economic cooperation, will be more adequate.

It is very rare cases when the government becomes involved with
financing market by investing public funds, for countries which have achi-
eved the development after privatization and commercialization of govern-
mental financing. However in circumstances where collapse of private fin-
ancial organizations may lead to crisis of economy system, few countries

experience, such as IMF economy crisis of Korea in 1997 and autumn of



U.S.A. 2008, shows that direct and quick settlement is the better solution
than rational process of negotiation and investment of the funds.

Even the countries with market-centered economic management, market
cannot recover itself when the private financing area is under the danger
of paralysis, thus the normalization of financing market by imposing the
financial need on citizens becomes the first priority. However, the thing
that needs to be kept in the process is that we must be able to verify
the rule of law. Therefore, standard of investing the public funds based
on strict criteria, pursuing the strict responsibility and recollection of the
funds, and equal responsibility on funds that cannot be recollected can be

applied.

% Key Words : public finance, governmental financing, commerciali-
zation, improvement of legal system, effectiveness of

public finance
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