
42 

obsolete if a suitably modified Golden Rule were embedded in the strict European 

framework of the SGP and the Fiscal Compact. 

 

4.3 Conclusions 

The preceding analysis has demonstrated that the abandonment of the previously ex-

isting public investment related fiscal frameworks in Germany and the UK cannot serve 

as counterarguments against the Golden Rule concept proposed in this study. First, it 

was shown that although it is true that in both examples the political leeway was large 

and enforceability was a problem, it is debatable whether this was really the reason for 

the increase in government debt. Second, even if it had been, this would only have 

been a problem of the specific institutional framework adopted in those countries and 

not a general problem of the Golden Rule as such. Third, some elements of the country 

examples even point to the feasibility and advantages of a Golden Rule for public in-

vestment: In the UK the net investment concept from the national accounts (ESA 1995) 

was successfully applied and the net investment ratio was substantially increased and 

afterwards stabilized. In Germany, at least, the volatility and pro-cyclicality of federal 

and federal state investment seems to have been constrained. Therefore, one can in-

deed expect the Golden Investment Rule to stabilize and protect public investment 

from budgetary cuts.8 Fourth, some of the prominent reform proposals for both coun-

tries’ fiscal frameworks pointed exactly in the direction of the Golden Investment Rule 

that is proposed in this study: Combining the European fiscal framework of the SGP 

with a deduction of (a fraction of) net public investment from the structural budget defi-

cit so that the relevant current structural budget is targeted to be close to balance.   

 
  

                                                
8
 This conclusion is cautiously also drawn by the IMF (2014: 110-111) after empirically estimating that 

public investment in countries with Golden Investment Rules is more stable in fiscal contractions than in 
other countries without one.   


