
cies. Target long-run public sector financial balances in the catch-up coun-
tries can hence be somewhat lower than implied above, and target long-
run public sector financial balances of mature countries can be somewhat
higher. The pre-condition for this is, however, that higher growth in the
catch-up countries can be sustained – and is not driven by financial or
housing market bubbles as in the past. Therefore, the direction and the
use of the capital inflows into catch-up current account deficit countries
should be part of an integrated European industrial and regional develop-
ment strategy for the periphery. This should include the efficient regulation
of and intervention in capital flows to avoid bubble growth, on the one
hand, and “high road” development strategies, on the other hand, making
use of public investment, both national and European, in infrastructure and
education, as well as public development banks and funds (i.e. EIB, EIF,
etc.) to support private investment in the respective countries.

6. Conclusions

Empirically, the macroeconomic institutions and the macroeconomic pol-
icy approach in the Eurozone have failed badly, both in terms of preventing
the global financial and economic crisis from becoming a euro crisis and in
generating a rapid recovery from the crisis, in particular. Following
Guger/Marterbauer/Walterskirchen (2006), we have argued that the domi-
nating macroeconomic policy regime in the Eurozone can be seen as a
version of what Steindl (1979) had called “stagnation policy”. To underline
this argument, we have provided a simple Steindlian distribution and
growth model in order to identify the main channels through which stagna-
tion policy affects aggregate demand, capital accumulation and productiv-
ity growth. This has also provided a set of elements of a Steindlian anti-
stagnation policy. Against this theoretical background we have then exam-
ined the macroeconomic institutions and the macroeconomic policy ap-
proach of the Eurozone which is based on the NCM and we have high-
lighted the main deficiencies. This has then provided the grounds for an
outline of an alternative macroeconomic policy approach for the specific
institutional setup of the Eurozone based on a post-Keynesian/Steindlian/
neo-Kaleckian approach. This policy approach should address the main
problems of the NCM approach before and during the crisis and should
thus contribute to overcoming the stagnation tendencies in the Eurozone.
It should be able to deal with tendencies of divergence and imbalances
within the Eurozone, it provides the tools to deal with short- and long-run
aggregate demand problems and hence the current stagnation tenden-
cies, and it contains a solution for the lender of last resort and guarantor of
government debt problem which has triggered the euro crisis. For this ap-
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