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4 The abandonment of existing Golden Rules for public 
investment in Germany and the UK as a counterar-
gument? 

In the discussion about a Golden Rule for public investment it is sometimes argued that 

two prominent examples of Golden Rules, namely the ones in Germany and the UK, 

had only just failed in the recent past. It is true that the U.K. has suspended its Golden 

rule in 2008/9 and that Germany has even more dramatically changed its fiscal rules by 

introducing a constitutional ‘debt brake’. The usual reason given for these changes in 

both cases is, in fact, the perceived failure of the previously existing institutions. They 

are said to have failed in preventing an increase in government debt, because they left 

too much leeway for politicians and/or were not legally binding or enforceable (see 

SVR 2007: 62-72 for the German case and Dupont and Kwarteng 2012 for the UK). 

Therefore this section will take a closer look at both examples to see whether they can 

really damage the case for the Golden Rule of public investment. 

  

4.1 The German ‘Golden Rule’ and its substitution by the con-
stitutional ‘debt brake’ 

The German ‘Golden Rule’ had been written into the German constitution as part of the 

so called great reform of fiscal federalism in 1969. It has to be seen as closely con-

nected with the stability and growth law of 1967 which called for an active, macroeco-

nomic stabilization policy on the federal level and the level of the federal states in order 

to achieve price stability, adequate and steady economic growth, high employment and 

international balance of payments. The new rule at the time replaced the previous con-

stitutional ban of budget deficits which allowed for deficits only if they were self-

financing in the sense that their fiscal return was higher than the annuities that had to 

be paid on the debt. Its purpose was to loosen the deficit restriction for growth-

enhancing investment while allowing for active cyclical stabilization (Dönnebrinck et al. 

2010: 22-35). 

The German fiscal deficit rule before 2009 was, strictly speaking, no Golden Rule in the 

sense of this study, at all: It was simply a constitutional budgetary rule for the federal 

level and the majority of federal states that was related to public investment (see SVR 

2007: 57-72). It stated that government net borrowing should not exceed the level of 

gross government investment as represented in the government financial accounts (not 

the national accounts). However, gross investment did only serve as an upper limit for 


