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Abstract
The work analyses a number of aspects of the main theories of the market economy, with a particular focus on the implications for the EU’s sustainable and cohesion policies. It highlights how neoliberalism (and, to some extent, ordoliberalism), which remains the dominant approach in the EU’s policies still in our time, is based on assumptions ─ in particular, the perfection of markets and the rationality of economic agents ─ that are far removed from reality and therefore do not contribute to the effectiveness of policy action. On that account, the real weakness of the macroeconomic (monetary and fiscal) policies of the EU countries does not lie in the Maastricht parameters (however debatable they may be) but in the idea of interpreting them through a neoliberal (and ordoliberal) lens, namely, by indiscriminately cutting public spending.

It is, however, possible, even within these parameters but from a different theoretical perspective, to realise policies that reduce or stabilise the public debt/GDP ratio and, at the same time, guarantee adequate public resources for sustainable and cohesion policies.

On this basis, the following more alternative theories are considered, also in their synergies: (i) some aspects of the Keynesian approach that highlight the structural role of macroeconomic imperfections (in particular, the tendency of economic systems to remain caught into “underemployment equilibria”) and the policies required to overcome them; (ii) the perspective of Original Institutional Economics (OIE), which emphasises the institutional nature of the market, its evolutionary character, and its constant interaction with economic policy; and 

On this basis, some reflections are offered on how this approach might contribute to promoting the EU’s development and cohesion policies. 
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Introduction 
This work begins with the following observation: the economies and societies of the European Union (EU) are struggling, due to global structural imbalances and the useless attempt to resolve them through neoliberal policies. It may therefore be useful, in order to address these problems, to re-examine the main theories concerning the market and the role of public policies, particularly within the European Union. 

Neoliberalism

Let us begin with the still largely dominant approach: neoliberalism. The main idea behind this doctrine — which has its theoretical roots in the most extreme versions of classical and neoclassical theory — is fairly simple: everything that is private and can be appropriated tends to be considered as creative, fair and efficient, whilst everything that is public and cannot be appropriated tends to be appraised as bureaucratic, corrupt and inefficient. The prescribed economic policy is therefore laissez-faire.

Neoliberalism has serious limitations, because rather than a theory, it resembles a veritable dogma. Indeed, by emphasising the virtues of the private sector a priori, it fails to take into account – or regards as ‘minor evils’ compared to public intervention – the following aspects:

Markets are characterised by significant imperfections, which tend to increase with the complexity of products: in particular, information asymmetries, various types of externalities (for example, environmental damage), monopolistic or oligopolistic situations, and the presence of public goods. The power wielded by large corporations means that public policy is far from neutral, but is instead driven by the lobbying power of these groups. This reality is completely ignored or downplayed by neoliberal ideology. For its supporters, what matters – without further analysis – is that something is (or appears to be) private and that there is no overt public intervention.
We are dealing with a form of “market fundamentalism” more extreme and superficial than that found in the works of the early neoclassical economists. For example, Alfred Marshall and Léon Walras emphasised that their models (which were, anyway, based on simplifying assumptions) applied only in specific cases, and that public intervention was necessary to ensure conditions of competition. Walras, in particular, took this line of thinking much further. In a little-known text (and one clearly ‘sidelined’ by neoliberal doctrine), *Studies in Social Economics*, he proposed, as part of a comprehensive theory of public and private action, the abolition of taxes on labour (including ‘management wages’, that is, profits net of rents derived from market power); and, no less, the complete nationalisation of land and all public land, combined with strict control and/or the nationalisation of public services. Here are some significant passages,
“I call myself a democratic socialist since I see in slavery, serfdom, and proletarianism three empirical phases of a single, unique issue: that of property and taxation, or the distribution of social wealth among the people in society….[and he adds that]….overwhelmed by hard labour, partly robbed of the fruits of his efforts, not having the time or the means to improve science and art, the proletarian does not reach all his moral or economic value. And while certain people who produce abundantly, consume insufficiently, others who consume excessively, produce insufficiently. The delicacy of moral personality is strained and shattered in the former case, and in the latter, it seems weakened and unnerved by lack of work….Collective ownership of land, in itself, and the absence of taxation, which is its corollary, are not only two outcomes of justice; they are two outcomes of essential interest for a nation that wants to live. Justice is not a luxury….it is for society what health is for a man; when it is lacking, he is condemned to idleness and misery.”, Walras, Studies in Social Economics, [2010, (1936)], pp.94–95, 342].
So, there is a huge difference of Walras’s perspective from the neoliberalists of today like Friedrich von Hayek  and Milton Friedman.
Ordoliberalism

Ordoliberalism originated primarily within the “Freiburg School of Economics”, notably through the work of Walter Eucken and Wilhelm Rӧpke. This theory largely coincides with the “social market economy”. 

How, then, does neoliberalism differ from ordoliberalism?

As with almost all schools of thought, two distinct tendencies can be identified, traceable to the two authors mentioned. The first, developed by Wilhelm Röpke, remains within the conceptual framework of neoliberalism, of which it can be considered a variant.

Indeed, he took part in the 1938 Walter Lippmann Colloquium and was an active member of the Mont Pelerin Society, a veritable stronghold and éminence grise of neoliberalism, whose members included, amongst others, Milton Friedman and Friedrich von Hayek. In his work, *A Humane Economy* (published by a publisher with an explicitly conservative stance), there is an obsessive extolling of the virtues of the free market, accompanied by an equally obsessive disparagement of public intervention. 

In this sense, although he acknowledges the existence of numerous market imperfections and economic problems in modern capitalism – for example, proletarianisation, mass consumption and excessive reliance on credit – he believes that all this has little to do with the contradictions of capitalism, and that little can be done to solve them. Indeed, any public intervention in this regard must be kept to a minimum, as it easily risks leading to totalitarianism.
This contempt for public intervention goes hand in hand with fierce criticism of theorists who are in any way in favour of public intervention. Marx and Keynes, in particular, are in his sights, and are described as the main ‘intellectual ruiners’ of our age. They are blamed for the ‘immorality and debauchery’ of our times, symbolised by creeping inflation and the tendency to live off welfare and debt. These godless figures should therefore repent for having advocated such horrible theories.

However, Rӧpke’s analysis presents a complete distortion of reality: the trends lamented by Rӧpke, far from having been advocated by Marx and Keynes, actually stem from the evolution and structural contradictions of our system of development. And these authors are guilty only of having analysed these contradictions and proposed solutions to overcome them. In fact, Rӧpke demonstrates a profound misunderstanding of the role played by market imperfections — both microeconomic and macroeconomic — in determining the contradictions and imbalances within our economies: for example, marked economic inequalities, monopoly power and a state of underemployment. It is important to remember that these trends are intrinsically linked to the growing complexity of modern “concerted capitalism”. A good example of the difference between fantasy and reality is provided by the following passage from Keynes on inflation. Far from being an advocate of it, he states,

“Of the two (inflation and deflation) perhaps Deflation is, if we rule out exaggerated inflations such as that of Germany, the worse; because it is worse, in an impoverished world, to provoke unemployment than to disappoint the rentier. But it is not necessary that we should weigh one evil against the other. It is easier to agree that both are evils to be shunned. The Individualistic capitalism of to-day, precisely because it entrusts saving to the individual investor and production to the individual employer, presumes a stable measuring-rod of value, and cannot be efficient—perhaps cannot survive—without one. For these grave causes we must free ourselves from the deep distrust which exists against allowing the regulation of the standard of value to be the subject of deliberate decision.”, (J.M. Keynes, Essays in Persuasion, New York, Norton, 1963: 103-104, first edition 1931).
There are also some interesting insights in Rӧpke’s book, for example in his analysis of the contemporary problems of massification. Another positive aspect is his rejection of the abstract models and formulas typical of neoclassical economics. 

We must, he says, observe reality. This is undoubtedly true, but what does he propose to resolve these problems, which he seems at least partly to recognise? Essentially, a return to a pre-industrial society of ‘free and equal’ people, based on a revival of religious values and on small and medium-sized enterprises.

However, even if we were to assume (which is not the case) that such societies truly existed in such an idyllic form, given his aversion to public intervention, there are no concrete proposals on how to realise this ideal.

What is called for is that key economic policy decisions be taken in good faith by a committee of wise men, uninfluenced by interest groups. This is pure fantasy.
The second strand of neoliberalism, dating back to Walter Eucken, seems more promising. It offers a more detailed methodological critique of the simplifying assumptions of classical and neoclassical economics, which are not based on a careful and impartial observation of reality. Here are some significant passages:
“Failure to start from the facts and from factual problems is the original sin of all empirical sciences. Words and concepts usurp the place of the analysis of facts and conditions. Many are those who blind themselves to the facts by words, definitions, false abstractions, slogans, and prejudices. There were, for example, the notorious opponents of Galileo, who refused to make use of a telescope to look at the moon of Jupiter, because according to their theory and definitions Jupiter could have no moon, and therefore any further study of the heavens was superfluous. “This kind of person”, Galileo said, “believes that truth is not to be found in the world or in nature, but in the comparison of texts”. To-day such blindness to, or fear of, the real world can be laughed at. But such laughter is hardly justified. Economists are especially apt to suffer from a failure to see the true point of departure of their subject in everyday experience and its problems. Max Weber said at the first Congress of German Sociologists in the course of a discussion of the concept of “economy”: «In my opinion, we have generally to start from the fact that sciences, and what they are concerned with, come into being when problems of a particular kind appear, and when specific means for dealing with those problems are demanded. ‘Economy’, then, is something we select from out of the variety of our experience when we are faced with particular sorts of problems.”, W. Eucken, The Foundations of Economics. Springer, Berlin, Heidelberg, (1992, nota 1, p.319, prima edizione 1950).

It is interesting also the following passage, 
“The economies of modern nations, in which many millions of individual economic units are bound up together by a thorough-going division of labour, as in a single giant factory, require, if they are to function, a system based on definite fundamental principles. Allowing an economic system uncontrolled growth, with unsystematic intervention by the economic policies of the state, leads, in the long run, as the experience of the last half-century convincingly shows, to economic systems in which the economic process only operates with severe disruptions and in which finally, as in the later phases of the ancient world, must lead back to a primitive economy. Modern life, that is, demands an economic constitution.”, (W.Eucken, op.cit., nota 19, p.328).
Also in this case, however, these interesting insights fail to build an alternative theory to the more or less explicit neoliberalism of neoclassical models.

On that account, we can make a reflection on the implications of these theories for the European Union (EU). Given the EU’s well-known problems — low quantitative and qualitative growth (in the sense that Europe neither ‘sets cultural trends’ nor elicits a favourable ‘psychological transfer’), regional disparities, austerity policies, and the prioritisation of inflation control at the expense of employment — it is not unreasonable to trace their roots to the aforementioned limitations of ordoliberalism (and of neoliberalism, from which it largely derives).
These shortcomings consist, particularly in the case of W. Röpke, in a limited ability to understand the role of market imperfections in determining the contradictions and imbalances in our economies. This is reflected in a lack of engagement with other branches of economic theory. All of this results in a limited ability to recognise, alongside possible shortcomings, the central role of public policy in the development of modern economies. 
Which theories can help us break the current deadlock? Obviously, no theory can work miracles, but some can help to provide a better framework for understanding the relevant issues, in a spirit of synergy.
In addition to microeconomic imperfections, there are – often in an interrelated manner – macroeconomic imperfections. These imperfections have been analysed in particular by Keynesian theories. These contributions highlight that, as a result of rigidities in various markets and the unpredictable and emotional nature of expectations, an equilibrium of underemployment is likely to arise; in other words, the potential supply of full employment does not always generate a corresponding demand. It is important to note that such rigidities are often unavoidable, as they stem from long-term contracts designed to maintain a minimum level of stability in socio-economic relations. For example, a share may be volatile, but what would we say if the prices of goods were as volatile as a share on the stock market?
The Institutional Analysis of the Market
These contributions have been developed in particular within the framework of Original Institutional Economics (OIE). Such strand  constitutes a significant strand of economic thought that originated in the USA at the end of the 19th century—Thorstein Veblen’s famous work The Theory of the Leisure Class can be regarded as its starting point. OIE reached its peak in the early decades of the 20th century (roughly up to the New Deal era), almost becoming a new mainstream school of thought, before declining significantly after the Second World War (there is a heated debate regarding the reasons for this decline). The following approaches are generally distinguished within OIE:
(I) The first, developed in particular by Thorstein Veblen, analyses the dichotomy between “ceremonial” and “instrumental” institutions; the role of habits of thought and action; the role of the “instincts” of workmanship and the parental bent; the cumulative nature of technology and its “rationalising” role; and the role of the business enterprise in modern capitalism and in the dynamics of economic cycles. 
(II) Another strand, developed in particular by John Rogers Commons, analyses the relationships between economics, law and institutions; the typology of transactions; the role of conflicts of interest and the social evaluation associated with them; the nature and evolution of the concept of property, from a material conception of possession to an ‘intangible’ one of relationships, duties and opportunities; and the role of negotiation psychology in understanding economic and social phenomena.

(III) A third strand, developed by Walton Hale Hamilton, Wesley Clair Mitchell and other scholars, addresses the problem of ‘market imperfections’ at both the micro and macro levels. The most frequently analysed issues have been market power, the duplication of firms and the inefficiency of many economic sectors, the insufficient consumption capacity of low-to-middle incomes, and the dynamics of economic cycles.The main ideas of the OIE can be summarised as follows:
(1) An awareness of the complex and interactive nature of ‘human nature’, and of the consequent importance of the social context for its improvement.

(2) The consequent rejection of any abstract theorising not based on the observation of reality, and the consequent importance of the inductive method based on the analysis of data and case studies. 

(3) The view that economic phenomena are not entities governed by exogenous and abstract laws, but are endogenously determined by the social and cultural characteristics of the context in question. 
(4) An interdisciplinary approach, particularly drawing on the philosophy and psychology of pragmatism (specifically, the theories of Charles Sanders Pearce, John Dewey, William James and George Herbert Mead).
Transactions and Institutions in J.R. Commons’ Analysis

A central insight of this analysis is that an increasingly significant proportion of individual action takes place not in a vacuum but within institutions of various kinds. This goes hand in hand with the shift from individual capitalism (albeit supported by public intervention) to the ‘co-ordinated capitalism’ or ‘mixed economy’ of the present day. Furthermore, even when action appears purely individualistic — for example, in an isolated exchange between seller and buyer — there is the implicit presence of a collective element, represented by the set of norms, institutions and policies that make such a transaction possible. In this sense, it is possible to identify three types of transaction:

- Bargaining, which refers to typical market transactions.

- Managerial, which concern relationships, particularly employment relationships, within a public organisation or project

- Rationing, which refer to the individual’s relationship with the sphere of collective action (in particular, with political and associative institutions, such as governments, parliaments, political parties, trade unions, consumer organisations and environmental groups).

Of particular interest in this regard are the definitions of transaction,

«Thus, the ultimate unit of activity, which correlates law, economics and ethics, must contain in itself the three principles of conflict, dependence, and order. This unit is a Transaction. A transaction, with its participants, is the smallest unit of institutional economics.», [J.R. Commons, Institutional Economics: Its Place in Political Economy 1990 (1934): 58].

And of institution, 

«Since liberation and expansion for some persons consist in restraint, for their benefit, of other persons, and while the short definition of an institution is collective action in control of individual action, the derived definition is: collective action in restraint, liberation, and expansion of individual action.», (Commons, ibidem: 73). 
An important concept linked to the analysis of transactions and institutions is ‘Reasonable Value’. It reflects the contentious and relative nature of what is considered ‘reasonable’ in relation to a particular transaction,
“The problem arises out of the three principles underlying all transactions: conflict, dependence and order. Each economic transaction is a process of joint valuation by participants, wherein each is moved by diversity of interests, by dependence upon the others, and by the working rules which, for the time being, require conformity of transactions to collective action. Hence, reasonable values are reasonable transactions, reasonable practices, and social utility, equivalent to public purpose....Reasonable Value is the evolutionary collective determination of what is reasonable in view of all changing political, moral, and economic circumstances and the personalities that arise therefrom to the Suprem bench.”, (J.R. Commons, ibidem: 681, 683-684). Reasonable value is linked to the concept of social valuation,  

“To conceive of a problem requires the perception of a difference between ‘what is going on’ and ‘what ought to go on’. Social value theory is logically and inescapably required to distinguish what ought to be from what is....The role of social value theory is to provide analyses of criteria in terms of which such choices are made.”, (M. Tool, in Hodgson, Samuels e Tool, 1994: 406, 407).

It is interesting to note that this analysis takes on an interdisciplinary dimension,
«If the subject-matter of political economy is not individuals’ and nature’s forces, but is human beings getting the
ir living out of each other by mutual transfers of property rights, then it is to law and ethics that we look for the critical turning points of this human activity.», (J.R. Commons, ibidem: 57).  

Commons and the “double meaning” of the market
In that context, the concept of the market acquires an interesting “doublr meaning”,
«With Ricardo, as afterwards with Marx, a market was a part of the whole process of production, and not a process of bargaining....This technological process of a marketing mechanism, considered as a part of the process of producing use-values, we distinguish as the technology of marketing. The other meaning is the institution of bargaining. These meanings are the difference between managerial transactions and bargaining transactions….This double meaning of marketing and exchanging was the root of difference between Malthus and Ricardo. It persists, with practical consequences, in modern economics. One is the technology of markets, the other is the pricing and valuing upon the markets.», (J.R. Commons, ibidem: 364, 365). 
There follows an historical reconstruction of these phenomena in which the role of public itervention in crreating and maintaining the msrket is highlighted, 
«A market usually originated with a special monopolistic franchise, named a “liberty,” and granted to a powerful individual or ecclesiastical magnate, authorizing him to hold concourse of buyers and sellers, with the privilege of taking tolls in consideration of the protection afforded. These markets, thus established, were governed, eventually, by rules laid down by the common-law courts in the decisions of disputes, but originally by rules of their own making. The courts, in their decisions, developed the principle of the “market overt,” or the public, free and equal market....These principles were not something innate and natural but were actually constructed out of the good and bad practices of the time. The early physiocrat and classical economists thought of them as handed down by divine Providence or the natural order.», (J.R. Commons, ibidem: 775). 
The institutional conception of the market highlights that its positive aspects (creativity and decentralisation of decision-making) and negative aspects (exploitation of workers and consumers, alienation, and asymmetries of power and information) tend to be present in a complex mix in all market relationships.

It is only through appropriate institutions and economic policies – for example, those relating to competition, consumer protection and worker protection – that the negative aspects can be reduced and the positive ones promoted. Of course, one could also decide to abolish the market economy, but it is important to bear in mind that public policy also has both positive and negative aspects.
The role of democratic planning

An important conceptual tool for navigating these complex relationships is democratic planning. In this regard, the OIE (in particular, W. Dugger, 1988; M. Tool, 1986 and 1988) identifies the following forms of economic planning:

(I) The first type is corporate planning, which characterises modern capitalist economies.

In this system, the ‘free play of market forces’ is heavily influenced by the interests of large corporations, which possess a wide variety of tools to influence economic policy decisions.

Corporate planning is highly hierarchical, in that key decisions are taken by top management with little involvement from workers or citizens.

(II) Next comes totalitarian planning, which pursues objectives of ‘public utility’ defined by a highly hierarchical structure. Consequently, in these systems – even if they may have achieved certain results – there is a fundamental problem of a lack of democracy and transparency.

(III) Then there is democratic planning. Although this system is not always perfect, it is certainly more promising. Indeed, by enabling those involved to better express their experiences and motivations, this system also improves the social assessment processes that underpin economic policy decisions. A key difference between democratic planning and the other two types lies in its ability to correct its own mistakes. In the words of William Dugger, 
«Social systems move forward when the previously excluded are included, when the lower strata gain in power, income, status, skills and knowledge….opening up participation in the life process to groups previously excluded by racism, sexism, jingoism, exploitation or whatever, invigorated the social system with a new dynamism…. So democratic planning must be a continuing process of bringing in new people and new ideas, of giving more people a voice, of incorporating dissenters and critics, of making room.
These objectives can be realized through the ’“instrumental value criterion”, defined as (Tool, 1986)  “the continuity of human life and the non-invidious re-creation of community through the instrumental use of knowledge”.

This is also linked to John Dewey’s democratic principle, according to which those affected by decisions must be involved as much as possible in formulating them and in evaluating the results. 
Implications for the EU and Mediterranean Societies
In recent times, there has been a notable attack on the European Union. It seems that all our ills depend on it and there is widespread discontent and a sort of war of all against all. Every country considers that others “want to be clever” and gets lost in endless recriminations. Surely, this is partly true, but there is also a projection onto the others of our negative aspects. These phenomena, however, it is important to remember, are exacerbated by, to use a popular term, inadequate governance of the system.  

Let us now make, without wishing to be either pro-European or anti-European on principle, some consideration on these issues.

The theories addressed before can help understand the crisis in the European Union and the strategies for overcoming it. As mentioned above, one of the reasons for this crisis is its ordoliberal orientation, in the sense that it does not sufficiently distance itself from neoliberalism
. It should be noted, however, that the «founding fathers» of the EU were far-sighted and envisaged a largely flexible structure. In this sense, much depends on political orientations: It is obvious, but all too easily forgotten, that the EU will have different policies depending on whether, for example, there are progressive or conservative governments. For example, there is much debate about the role of the ECB and the European Stability Mechanism (ESM) but little about the policies that should inform them Yet, as we will see later, there is a big difference ―and this is the real bone of contention― whether these institutions follow a monetarist or post-Keynesian approach. 

Furthermore, even with the current regulatory structure, there may be public and/or cooperative enterprises, and measures for infrastructure development and reducing inequalities. And for that matter, the EU is already at the forefront of preparing and implementing the UN 2030 Agenda for Sustainable Development. But, it will be said, with the Maastricht parameters (3% public deficit/GDP and 60% public debt/GDP) we will not get very far. Sure, they're a little’ bizarre, to say the least, but it's also true that there must be some rule for managing a complex monetary union. The real weakness of eurozone countries' macroeconomic policies (monetary and fiscal) is not the Maastricht parameters (however bizarre they may be) but the claim to interpret them in a neoliberal (and ordoliberal) manner, that is, by indiscriminately reducing public spending while simultaneously maintaining the processes of financializing the economy.
However, it is very possible to achieve ―beyond precise compliance with these parameters, which is problematic, and not only in Italy, particularly for public debt ― a macroeconomic sustainability framework that reduces or stabilizes the public debt-to-GDP ratio. This can well be  compatible with a high and efficient level of public expenditure, accompanied by efficient and progressive taxation. Indeed, if a deficit spending policy is preferable to austerity policies, we can note that, in the current system, the budget deficit is financed by public debt. This produces an increasing increase in the interest payable on annuities and a corresponding reduction in the share of public expenditure allocated to social functions. 

In this sense, it is important to remember the so-called «Haavelmo's theorem» (1945), which highlights that even balanced public spending can have expansionary effects. In this context, a permanent reduction or zeroing of real interest rates forms the basis for real macroeconomic sustainability. This should be accompanied by a reform of the banking system aimed at discouraging speculative activities and encouraging the financing of productive and social activities, particularly for small and medium-sized enterprises.
Optimal Currency Areas and the Euro
The same argument can apply to the proposal to leave the euro. The advantages would, according to his assertors, be a recovery of power over the exchange rate and the interest rate. This is pure fantasy though. A relatively weak country like Italy, at the mercy of the economic crisis and speculation, would have absolutely no autonomy, either over the exchange rate or the interest rate. We will become a colony of the USA, Russia and China, and the result will be a Balkanization of the country.

But even if there were such autonomy, would it be sufficient to solve economic problems? One only has to look at the situation of so many emerging countries with (more apparent than real) exchange rate and interest rate powers to realize that it takes much more to solve their problems. The situation of the Latin American countries is evident in this regard, the lack of a monetary union and a common currency has certainly not helped to solve their problems. Indeed, a single currency has significant advantages in terms of reducing transaction costs, and in particular the uncertainties arising from speculative activities on individual currencies.

However – and this is where the real problem lies – for these benefits to be realised uniformly, it is necessary, as highlighted by theories on the optimal economic area, for there to be sufficient convergence between the economic parameters of the nations and regions that make up that area. Nevertheless, at the time of the euro’s introduction, there were significant economic disparities within the eurozone countries – albeit sometimes exaggerated by “sovereignist” rhetoric – particularly in the Mediterranean regions. And these disparities, precisely because of the associated agglomeration economies made possible by the single currency, have widened over the last few decades.

But this has not been caused by the euro itself, but rather because its introduction was not accompanied by adequate structural policies. Admittedly, the EU’s Structural Funds have played, and continue to play, an important role, but this has not yet been sufficient to bridge these gaps. And this has happened, it must be said, partly due to the inability of some local authorities to draw up sufficiently detailed projects for the use of these funds, which have consequently been subject to automatic decommitment. Another negative aspect, linked to the policies of indiscriminate cuts to public spending, is the fact that these funds are often used to finance the ordinary operations of local authorities.

A reform of the Structural Funds which provides, on the one hand, (i) better coordination at central level, including in the development of joint projects; and, on the other hand, (ii) stronger incentives for local communities to make use of them, could make a substantial contribution to reducing these disparities.

In addressing these complex issues, the concepts referred to – in particular, institutional market analysis, social assessment and democratic planning – by enabling a better social assessment process, can help to achieve more effective coordination between economic policies: horizontally, across different policies (in particular, macroeconomic and structural policies); and vertically, across different institutional levels (supranational, national, regional and local).
The Eurobond and the real crux of the matter
As we know, there is a lively debate about the role of Eurobond in the EU, especially when called for financing situations of emergency and/or of structural imbalances of the especially the weaker) countries.
In our view, this problem mirrors the relative lack of governance of fiscal and monetary policies at the EU level. Hence, the solution of this problem will require a a new design a European central bank with broad powers of action, oriented not towards neoliberalism (or ordoliberalism), but towards post-Keynesianism and Modern Monetary Theory (MMT).

An important aspect of this new approach concerns the conditionality of interventions. In this regard, there are frequent calls for total unconditionality, but such demands miss the point. Indeed, even within a family or a group of friends, a common fund is drawn upon according to implicit or explicit rules.

What matters is that the dignity and autonomy of countries are respected, thereby preventing them from being placed under humiliating guardianship, and instead establishing ‘a relationship between equals’ based on trust and accountability. This implies that the only conditionality should be the responsible and transparent use of resources.

In normal circumstances, however, conditionality may involve – for example, in the case of high public and private debt – a broad and pluralistic discussion of the various options for intervention, with a real possibility of adopting progressive solutions. For example, (i) rather than making draconian cuts to public spending on the most vulnerable and reducing taxation for the wealthiest within a framework of substantial inefficiency in both public spending and taxation, it would be possible to implement (ii) efficient and targeted public spending.
Conclusions: What policies are needed in the current context?

In the context of EU policies, the following key question arises: how can economic policies be implemented that are capable, at the same time, of achieving the objectives of sustainable development, reducing regional disparities and alleviating the burden of public debt? In fact, the realistic objective is not to repay the debt but to make it sustainable, that is, to ensure that its ratio to GDP remains stable or gradually decreases. This is achieved when,

1.          ∆y ≥ µ(Y/D) + i                 where µ = (G – T) /Y

where ∆y is the GDP growth rate, µ is the ratio of budget deficit on GDP, D is the stock of debt, G is public expenditure, T is taxation, and i is the real interest rate. From this, it is clear that as long as there is a significant budget deficit and real interest rates do not fall sufficiently, not only will the debt not be repaid, but it will not even be possible to stabilise it.

But what are the effects of real interest rates and the primary deficit on GDP? As highlighted in numerous studies, high real interest rates have a negative effect on GDP, because they reduce the so-called marginal efficiency of capital — that is, the differential between rates of profit and interest rates — partly through an increase in the cost of borrowing for businesses, and through “credit rationing” to the detriment of small and medium-sized enterprises. And, last but not least, they fuel the “rent-seeking mentality”.

Budget deficits have an expansionary effect, because they “create” effective demand. However, deficit spending policies, whilst preferable to “austerity” policies, have the major drawback of fuelling the spiral of debt and interest payments. Since, as noted previously, even a balanced budget has expansionary effects, it is far better to reduce the budget deficit to between 1% and 1.5% of GDP, or even less. In fact, achieving a broadly balanced public budget is the key
 to making progressive economic policies independent of high finance and neoliberal hawks within the EU. In this context, a moderate deficit can easily be monetised. All this should be accompanied by a shift in the focus of banking activity towards supporting sustainable economic and social activities, in particular small and medium-sized enterprises.
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�  In this sense neoliberalism ―understood in the sense seen previously of an uncritical exaltation of the virtues of the free market― is harmful not only because it cuts public spending (particularly for the weaker classes). But also because, by devaluing the role of the public sector, it does not understand its irreplaceable role in maintaining effective demand and developing social capital for knowledge and innovation, which, as is well known, is becoming increasingly central to economic development. And it was this element that, more than any other factor, caused a marked decline in Italy in recent decades and one of the lowest growth rates in the Eurozone.





� In this regard, there is a view – also linked to Modern Monetary Theory – which can be summarised as follows: “EU’s countries (especially the weaker ones) should leave the euro and regain full monetary sovereignty. In this way, the state can fulfil its role of an employer of last resort.” This view is interesting and has the merit of highlighting the state’s responsibilities in the creation of money and the management of related policies. However, such potential would remain a kind of dream unless the class structure and the power of big capital are altered. Under current conditions, a return to national currencies would be accompanied by the dominance of the xenophobic tendencies, and, especially the weaker countries would become subject to foreign powers. 
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