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Abstract

The central government delegates and allocates some of its governmental
responsibilities to local autonomies and other administrative agencies pur-
suant to the Constitution and other laws. The current statutory framework
for this kind of decentralization contemplates and includes not only power
distribution but also financial distribution and allocation.

Despite this statutory framework, local autonomous entities cannot enjoy
financial stability because they have no legislative power over tax resources.
Moreover, since local autonomous entities are responsible for performing
a larger amount of direct social services to their residents than the central
government, they frequently suffer from various types of financial problems.
When they attempt to improve their financial stability, the local autonomies
often find it difficult to achieve this goal, due to their heavy financial
reliance on the central government.

In order to resolve this issue, many local autonomous entities are entering
into the market place through their public enterprises, considering them as
a source of new revenues. It should noted, however, that if the local
autonomous entities create and operate too many public enterprises, they
will eventually have to confront additional financial burdens to be created
by their own public enterprises.

Therefore, this article suggests that one of the ways to secure and improve
the financial stability of local autonomous entities should be overhauling
the economic, market place activities of local autonomous entities legally.

First, the economic activities of local autonomous entities should be

overhauled systematically, based on and under the principles of the Local



Economy Laws. The public nature and characteristics of such autonomies
should be preserved in their economic activities. At the same time, the
local autonomous entities should also observe the basic tax principles.
They should also comply with the constitutional principles, mandating that
the public economy should not burden the private sector.

The Public Enterprise Law patterned after the similar Japanese laws
should be amended based on the principles of local economy law. In
addition, further research into more ways to secure and improve the financial
soundness, including but not limited to, rationalization of management, should
be conducted. Such enhancement of systemization of profitable economic
activities of local autonomous entities will give greater financial stability
to local autonomies and will eventually lead to more financially stable

local governments.

Keyword : communal corporate activity, public finance consolidating,

public finance consolidating at local government
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82) G. F. Schuppert, Riickzug des Staates?, DOV 1995, S. 761 ff.; J. A. Kimmerer,
Verfassungsstaat auf Didt, JZ 1996, S. 1042 ff.; W. Tieme, Der Staat auf dem Riickzug?
- Das Hafenstralensyndrom und die Privatisierung als Indizien zunehmender Entstaatlichung,
in: J. Burmeister (Hrsg.), Verfassungsstaatlichkeit (Festschrift fiir Stern), 1997, S. 365 ff.
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84) A2 H-2 Y3 tlstdE= V. Busse, Verfahrenswege zu einem “schlankeren Staat”,
DOV 1996, S. 389 ff.: K. G. Meyer-TheschendorflH. Hofinann, Zwischenergebnis des
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Sachverstidndigenrats “Schlanker Staat” - Qulifizierte Aufgabenkritik, Testkatalog fiir den
Gesetzgeber, Flexibilisierung des Haushaltswesens, DOV 1997, S. 268 ff.; H. Ossenkamp,
Verschlankerung des Staates heiflit vor allem: Reduzierung der Staatsaufgaben - Eine
Zwischenbilanz der Arberit im Sachverstindigenrat “Schlanker Staat”, ZG 1996, S. 160 ff.

85) 7]¥-% © &= KGSt-Bericht Nr. 12/1991 (Dezentale Resourcenverantwortung), Nr. 5/1993
(Das Neue Steuerungsmodell), Nr. 6/1993 (Budgetierung: Ein neues Verfahren der Steuerung
kommunaler Hauhilte). &3 © 2= H. Hill, In welchen Grenzen ist kommunalwirtschafliche
Betdtigung Daseinsvorsorge?, BB 1997, S. 426, O. Otting, Neues Steuerungsmodell und
rechtliche Betétigungsspiclraume der Kommune, 1997, S. 4 ff., 44 ff.; ders., DVBL
1997, S. 1258 ff.

86) D. Ehlers, DVBI. 1998, S. 497 f.
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87) V. Mutius, Neues Steuerungsmodell in der Kommunalverwaltung, in: Verfassungsstaatlichkeit
(FS fiir Stern), 1997, S. 685 ff; H. Piinder, DOV 1998, S. 63 ff.; Wallerath, DOV
1997, S. 57 ff.
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