
Trade-off: Growth - stability
Growth-stability trade-off: US and EU
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The policy assignment

Fiscal policy (within 
limits)

Labour marketsMS

Monetary policyGoods & capital 
markets

EU

MacroMicro



Responses to recessions

High
Entry

Low
Within firms

Reallocation
- Labour markets
- Productivity sources

Strong
Aggressive
Aggressive

Weak
Automatic
Moderate

Stabilisation
- Credit markets
- Fiscal policy
- Monetary policy

USEU



The governance methods

Monetary policyTrade, CAPDelegation
MacroMicro

Level of spendingDirect taxationAutonomy

Fiscal policy (Art. 99)Labour marketsCoordination

Fiscal policy (Art. 104)State aidsCommitment
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