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Europe 2020 goals. Obviously, it is not easy to find adequate definitions and estimating 

depreciation in order to arrive at net investment may be even more difficult. 

The fact that at the current stage there are difficulties, however, does not mean that an 

economically rational and workable definition of potentially relevant other investment 

expenditures does not exist, at all. It only means, that for the first stage of introducing 

the Golden Rule one should better rely on the traditional definition of public investment 

from the national accounts (with the small modifications mentioned). 

 

3.5 Some technical questions of implementation 

Even if – for practical reasons – the Golden Rule is initially limited to traditional public 

investment, some technical questions of implementation will have to be resolved. The 

prescriptions for the government in terms of the national accounts will have to be oper-

ationalized in terms of standard financial government accounts. This usually involves 

correcting for privatization revenues, loans and investment grants between government 

units (SVR 2007: 76.). However, for the general government this is a procedure that is 

familiar also in the current fiscal framework in which all national governments have to 

regularly submit their stability programmes according to the definitions of the system of 

national accounts. Problems might arise for the subnational levels of government, par-

ticularly for budgetary planning at the local level in which the new conventions would 

most probably have to be newly implemented.  

Furthermore, depending on the design of the existing systems of fiscal federalism in 

the member states questions as to the vertical and horizontal allocation of the general 

government investment deficit allowance among and on the different federal levels may 

occur. For example, if the municipal level is the main investor and a substantial part of 

its investment is currently financed through own resources then the implied deficit and 

debt ratios for the municipalities under the Golden Rule may become very large or col-

lide with existing national deficit constraints for the subnational levels. Obviously this 

problem could be tackled by suitable investment grants from higher federal levels 

which would then also be allocated the corresponding deficit allowance. The Golden 

Rule may in the medium term actually be used for an investment-friendly reform of fis-

cal federalism.  

Another problem that has always been stressed in the discussion about the Golden 

Rule (e.g. Turrini 2004: 5-6) is the estimation of deprecation that is necessary to de-

termine net investment, i.e. gross investment net of depreciation. In the absence of 

dual accounting in the government financial budgetary accounting systems these have 


