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Abstract

Austria has become an economic powerhouse, a member of the leading
group in OECD, due to its rapid economic development since World War
Il. In addition, it now belongs to the leading group of countries in the
implementation of welfare state policies. As a side effect, however, such
development and advanced welfare policies of Austria has resulted in a
great amount of national debts and finance deficits. Whereas a national
budget was required to manage a nation in the past, a national budget in
the present time duly plays a central role in economic development and
implementation of welfare policies. As such, a nation in the present time
cannot easily escape from a chronic finance deficit. Accordingly, a need
for reformation on finance systems has emerged to reduce domestic ex-
penditures in public sectors and to enhance economic reasonableness in the
budget system.

As a member state of the EU since 1995, Austria is obliged to cooperate
with the EU’s efforts toward economic integration. Especially because the
member state’s budgetary policies are crucial in the smooth operation of
the macroeconomic policies by the EU, the EU imposes upon each member
state certain obligations to avoid excessive governmental deficits. Specifically,
a member state cannot have a deficit more than 3% of its GDP, and its
national debt cannot exceed 60% of her GDP. In order to comply with
such requirements, Austria has established a Counsel Mechanism among
the federal government, the states, and the local governments and passed the
Austrian Stability Package.

Under the Federal Constitution of Austria, the federal government exercises

the budgetary powers through its Minister of Finance. The budget proposal



by the federal government is reviewed by National Council, without the
participation of Federal Senate, and it enacts the Federal Finance Bill after
the review. When the budget bill is not passed for political reasons, an
automatic budget system is put in place temporarily. When a line item has
an unexpected increase or there is an expenditure on an item not passed,
National Council passes new bills to handle such situations.

The general provisions on federal finance are set forth in Federal Bud-
get Act, and this law is enacted and amended by Natinal Council with
the consent by Federal Senate. As for the detailed tasks regarding proposing
detailed budget items and implementing the same, the Minister of Finance
plays the most critical role. He has the power to enact implementing
regulations to run the budget, has the power to consent to certain bud-
getary expenditures, and manages federal assets and debts.

Austria has set forth certain limits and standards on long-term bud-
getary policies through constitutional amendments, on one hand by expanding
the exclusive legislative power of National Council and introducing Federal
Budget Act. On the other hand, it implements Flexibility-Clause, a new
public management concept, which allows the executive agencies independent

long-term budget planning and implementation with certain limitations.

% Key Words : Federal Constitution of Austria, financial constitution,
Federal Budget Act, Federal Finance Bill, the Minister

of Finance
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