The Evaluation of Recession Magnitudes in EU Countries
during the Global Financial Crisis 2008-2010

Jiti Mazurek

Department of Mathematical Methods in Economichp8tof Business Administration in
Karvina, Silesian University in Opava, Univerzitram. 1934/3, 733 40 Karvina, Czech
Republic.

e-mail: mazurek@opf.slu.cz

Abstract:

The aim of the article is to compare 2008-2010 ssioms in individual EU countries. For the compatis new
guantitative measure recessiormagnitude scale is used. The scale is derived from (negativextguly GDP
growth rates during a recession and its durationredver, recessions are classified on the basithaif
magnitudes into one of four categories: minor, magevere and ultra. The strongest recession (edéree
category) took place in Latvia, Estonia, Lithuaarad Ireland, while the majority of EU countries expnced
recessions of major category. Magnitude of Greekssion will be evaluated after the end of the onggevent.
The weakest recessions in EU occurred in FrancéaMad Cyprus (the only recession of minor catggok
comparison of EU’s recession with the US Great Bsgion in the 1930s revealed that the recent onias
more than eight times smaller than that of 1930stheérmore, it was found out that recession magdetun EU
countries were positively correlated to the co@streconomic growth prior to the recession andrietionship
was statistically significant at 0.01 level.
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1. Introduction

The global financial crisis that started in sum@@07 in the USA is an unprecedented
event in the world’s post-war economic history. dize and depth is often compared to the
Great Depression of the 1930s, that's why it wabbéd ‘the Great Recession’ by some
experts (Arpaia and Curci, 2010). The crisis hadescommon characteristics with recessions
of the past: it was preceded by long period of dagiedit growth, low risk premiums,
abundant availability of liquidity, strong leveragi soaring asset prices and the development
of bubbles in the real estate sector (Buti, 2009).

The crisis was triggered by an acute liquidityrsfadl among financial institutions, but
a collapse of a financial sector seemed largelikelyl at the beginning. However, situation
changed after bankruptcy of major US investmenkbavierrill Lynch and Lehman Brothers
on 14" and 17 of September 2008 respectively. Investors liqedatheir assets, stock
markets dramatically dropped and a downturn sgieglan to whirl. During a few months
many banks, especially in the USA, followed the fat Lehman BrothetsThis development
led to a fall of large financial institutions aralrthe globe or their bailout by national
governments; some countries found themselves obrthk of financial breakdown too.

In the European Union, the recession started initheuarter of 2008 in Estonia,
Ireland, Latvia and Sweden (Eurostat). EuropearotJas a whole fell into a recession in the
2" quarter of 2008 and returned back to the growtr afiore than one year in thé guarter

! According to the Federal Deposit Insurance CorimmgFDIC), more than 300 banks were closed inUSe\
during 2009 and 2010 (http://www.fdic.gov/bank/widual/failed/banklist.htm).



of 2009. During 2010, the majority of EU countrresurned to the economic growth as well,
with exception of Greece and Ireland. During thesisy EU's GDP contracted by
approximately 5.5 % when compared to the GDP lpvielr to the recession (Eurostat). The
unemployment in EU was the lowest (6.8 %) in thfeqRiarter 2008, but reached almost 10 %
in November 2009 (Arpaia and Curci, 2010) The Et#action to the economic downturn
was to stabilize, restore and reform of the banksegtor and to launch the European
Economic Recovery Plan (EERP) in December 2008dbasetwo pillars: to boost demand
and stimulate confidence by a major injection ofchpasing power (1.5 % of EU’s GDP) into
the economy, and to reinforce Europe's competigsenn the long term (Communication
from the Commission to the European Council - Adpa&an Economic Recovery Plan,
2008). The overall fiscal stimulus from EERP amednto 5 % GDP of EU (Buti, 2009).
Many EU countries adopted their own anti-crisisige$ that included cuts in government
spending, reforms of the banking and public seetod, revisions of pension and tax systems.
During 2009 and 2010 EU provided a massive findnaid® to Greece’s and Ireland’s
indebted economies. For a detailed analysis ofctigs causes or conseguences see e.g.
Arpaia and Curci (2009), Buti (2009), Newson (2000Remond-Tiedrez (2009).

However, crisis impacts in EU were not distributeciformly through its member
states. Many experts (Krugman, 2008 and IMF SuMagazine, 2010) noticed that the most
suffering countries included that of Baltic regi@ratvia, Lithuania and Estonia), Ireland and
Greece. After a short recovery during 2010, many deuntries, especially from European
periphery (Southern Europe, Balkans), fell intotaro recession in 2011 or 2012, and these
recessions were still in progress during the beggof 2013, so their evaluation would be
possible after their end.

This paper focuses on a comparison of recessiomitodgs in individual EU countries.
Recessions are often compared by various macrostorindicators such as GDP decline,
duration, unemployment rates, fall of industriabguction, downturn of stock market indices,
decrease in trade volumes or real personal incordarany others (Moore, 1967, Barufaldi,
2008, Gascon, 2009, or Eichengreen and O"Rourki))20lutual dependence of economic
indicators during business cycles in European cmsmivas studied, for example in Falk,
Sinabell (2009), Mielcova (2010), or Gaggl et @@2). The recent global financial crisis is
often compared with the Great Depression from ©®@0%, which represents a standard of a
severe economic recession, sometimes with contaaglicesults (see e.g.: Barufaldi, 2009,
Buti, 2009, Eichengreen and O’Rourke, 2010). Thablam of a recession comparison inhere
in the fact that usually many indicators are inealyhence direct comparison of recessions’
strength is in general inconclusive as one recagsiay be evaluated worse by one indicator
but better by another. The use of a recession matmscale presented in Section 2 provides
a possible solution to this problem.

The aim of the article is to compare 2008-2010 ssioms in individual EU countries.
For a comparison a new quantitative measuanagnitude scaleis used. Moreover, the
magnitude scale enables to introduce a qualitatoade of recession magnitudes with four
categories: minor, major, severe and ultra. Botllescare utilized to evaluate recessions’
magnitudes of EU countries during the latest gldinancial crisis.

The paper is organized as follows: in Section 2s$simn magnitude scale and recession
classification is introduced, in Section 3 the dataa comparison are provided and results of
the comparison are presented in Section 4; Comelasilose the article.

2 The EU-IMF financial package for Greece’ economgahed 110 billion euro (IMF Survey Magazine, May 9
2010) and 85 bhillion euro for Ireland (IMF Surveyalyazine, December 16, 2010).



2. Recession magnitude
2.1. Recession magnitude definition

A recession is defined as a period when GDP dexlioeat least two consecutive quarters.

Hence GDP decline and recession duration are thet mportant and also the most cited

indicators relevant to the recession magnitude. mkasure of the recession magnitude was
introduced by Mazurek and Mielcova (2013):

DEFINITION: LetD be the number of consecutive quarters with negajuarterly changes
in real GDP. Leps, p2,...Po be (negative) percentage changes from the preg@dinod in

real GDP for the respecti2 quartersj pi| <100. Let the mean percentage decl®ef real
GDP for the respectivi® quarters be given as:

G =100~ D/ﬁ (100+ p) (1)

Then the recession magnitude scale is a map{@n®) - M such that:

log(10DG) _ logD +logG +1
log2 log2

M =log, 0ODG) = (2)

whereD = 2andG = 0.1. 3)

Constraints (3) result directly from the definitioh recession and from the convention
of using one decimal place in GDP growth rates eslurhe value of M for the lowest
possible values ob andG is equal to 1. Moreover, (2) implies thdtincreases by 1 point
(‘one order of magnitude’) iID doubles ands isn’t changed and vice versa. A recession with
the magnitudé/ = 5 is twice as strong as a recession with thenmadegM = 4.

The mapping D G )» M enables recession comparison: we say that a recasss
bigger (smaller) than a recessisiif and only if the magnitude of the recessiors higher
(lower) than the magnitude of a recessioMore formally, for every pair of recessionand
s a comparison binary relationk” (“is smaller or equal to”) is introduced:

r<sif M(r)sMm(s) (4)
If only yearly GDP growth rates are available atieins (1) to (3) can be easily
modified so that a duratidD of a recession is given in years dads equal to the geometric
mean of annual GDP growth rat&sz 1andG = 0.1. However, the use of quarterly GDP data

is more precise because the period of a recessiem gn years may not describe its actual
duration accurately.

2.2. Recession classification

The existence of the recession magnitude scalevalldefining several classes of
recessions with respect to their magnitudes. Thegoaies are as follows (Mazurek a
Mielcov4, 2013):



Minor recession 1< M <5): Recessions of this category typically last for otviyp or
three quarters and mean quarterly GDP decline ts apout 1.5 %.

* Major recession $<M < 7). Major recessions usually last from 2 to 4 quarteith
mean quarterly GDP growth rates decline betweenah&s3 %.

» Severe recessior¥ M <9): Severe recessions typically last for 1-2 year$ wiean
quarterly GDP growth rates decline from 3 % to 5 %.

» Ultra recession 9< M): Ultra recessions last for several years and Gl rates
can decline by 20-25 % annually

3. The data and data sources

For the comparison of EU countries’ recession ntages Eurostat’s quarterly GDP
growth rates series adjusted for inflation and cealty were used. The GDP growth series
end in the ¥ quarter of 2010. Due to possible later GDP rewisiall the data for EU
countries are provided in Table 1. For a comparigb&U’s recession magnitude with the
magnitude of the US Great Depression in the 19%@sly GDP growth rates from the US
Bureau of Economic Analysis (BEA) were used and @esented in Table 2. For a linear
regression in Section 4.3 annual GDP growth ratas Eurostat were used and are shown in
Table 5.



Country/union 2007Q4 2008Q1 2008Q2 2008Q3 2008Q4 2009Q1 2009Q2 09(@® 200904 2010Q1 2010Q2
EU 0.5 0.6 -0.3 -0.5 -1.9 -25 -0.3 0.3 0.2 0.3 1
Belgium 0.2 0.8 0.5 -0.4 2.2 -1.7 0.1 1 0.4 0 0.9
Bulgaria 2.1 1.5 1.3 1.4 0.6 -6.3 -0.1 -0.1 -0.2 .5-0 0.5
Czech Rep. 1 0.3 0.7 0.2 -0.7 -3.8 -0.5 0.5 0.5 04 09
Denmark 0.6 -1.4 0.9 -0.8 -2.3 -1.8 2.2 1 0.2 0.7 1
Germany 0.2 1.4 -0.7 -0.4 2.2 -3.4 0.5 0.7 0.3 0.5 2.2
Estonia 0.4 2.2 -1 2.7 5.7 -5.6 -3.7 -1.4 1.4 11. 1.9
Ireland 3.2 -25 -1.9 -0.3 -4.8 -25 -0.3 -0.2 2.7 2.7 -1.2
Greece 0.5 0.7 0.6 0.1 -0.7 -1 -0.3 -0.5 -0.8 -0.8 -1.8
Spain 0.6 0.5 0 -0.8 -1.1 -1.6 -1.1 -0.3 -0.2 0.1 20
France 0.2 0.5 -0.7 -0.2 -1.6 -1.5 0.1 0.3 0.6 0.2 0.6
Italy -0.4 0.4 -0.7 -1.1 -2 -2.9 -0.3 0.4 -0.1 0.4 0.5
Cyprus 1.1 0.8 1.2 0.2 -0.1 -1.1 -0.9 -0.5 -0.3 0.4 0.6
Latvia 0.9 -3 2.2 -1.1 -4.2 -11.6 -15 -3.2 -1.2 90 0.8
Lithuania 1.7 0.2 0.5 -1.2 -1.2 -13.7 -1 1 1.3 -4 23
Luxembourg 0.8 0.5 -0.2 2.2 2.1 -2 -2.4 4.5 1.2 0.3- -0.3
Hungary 0.6 1 -0.3 -0.9 2.1 -2.9 -1.3 -0.6 0 0.6 0
Malta 0.9 1.1 1 0 -1.4 -1.9 -0.1 1.2 1 1.4 0.1
Netherlands 1.4 0.8 -0.2 -0.4 -1.2 2.4 -1.2 0.6 6 O. 0.5 0.9
Austria 1.1 1.3 0.4 -0.6 -15 -2.3 -0.8 0.6 0.4 0 21
Poland 2.2 1.4 0.8 0.7 -0.3 0.4 0.5 0.7 1.2 0.7 1.1
Portugal 0.9 0.1 -0.1 -0.7 -1.4 -1.8 0.6 0.3 -0.1 a1 0.3
Romania 3.2 3.8 15 -0.4 -2.2 -4.1 -1.5 0.1 -1.5 .3-0 0.3
Slovenia 0.8 1.7 0.7 0.2 -3.3 -6.1 -0.6 0.4 0.1 1-0. 1.1
Slovakia 5.9 -1.9 1.5 1.2 0.4 -7.4 0.8 1.2 1.7 0.8 1.2
Finland 0.9 0.3 0.3 -0.5 -3.1 5.7 -0.8 1.1 0.3 0.1 1.9
Sweden 1.2 -1 -0.2 0.1 -3.9 -2.7 0.3 0.5 0.6 1.5 9 1.
UK 0.3 0.5 -0.3 -0.9 2.1 -2.3 -0.7 -0.3 0.4 0.3 2 1.

Table 1. Gross domestic product, volumes; percentage chafiage of EU countries from 2007 to 2010. SourceroStat (2010).



Year 1929 1930 1931 1932 1933 1934
GDP (%) 6.4 -12.0 -16.1 -23.3 -3.9 17

Table 2. Percentage changes in real GDP from the preceuirigd, USA, 1929-1934.
Source: Bureau of Economic Analysis (2010).

4. Results

4.1. Recession magnitudes in EU countries

From 27 EU countries, 25 countries experiencedcassgon during 2008-2010 period.
The only exceptions constituted Poland and the &loRepublic. The biggest recession
among EU countries occurred in Latvia (M = 8.2)tdBg (M = 7.8), Lithuania (M = 7.5) and
Ireland M = 7.3), all four recessions were classified assevecessions. The majority of
recessions (20 of 25) was classified as major staes. The smallest recession took place in
Cyprus M = 4.9), Malta ¥ = 5.1), and FranceM = 5.3); thus, Cyprus’ recession was the
only recession of minor category. EU as a wholecegpced recession of the magnitude 5.8,
this recession falls into major category. The nufstecessions were of U-shaped, Swedish
recession was W-shaped and Greek L-shaped. Lat@assion was the longest, it lasted for
eight quarters. The deepest recession with theebigmean decline of GDP growth rates
during a recession took place in Lithuan@ £ 4.4 %). The Greek recession was still in
progress during the second half of 2010, whilealndls economics was heading for another
recession after short recovery in the first quaofeR010. These results conform to opinions
published by Andersen (2009), Krugman (2008) or IBlirvey magazine (2010) about the
most affected regions and countries within the paam Union.

Interestingly, six out of ten the most affected mmes belong to new EU members (see
Table 4); and the top seven national economies thighhighest recession magnitudes rank
among small and open ones, indicating that smakl®nomics are more vulnerable in the
times of a crisis. Also, recession magnitudes wegher for countries that grew faster in
years prior to the crisis. Both cases are discussddtail in Sections 4.3 and 4.4.

Reasons for Latvian (and Baltic region generallgjamous primacy rest upon
‘overheating’ of Latvian economy in years priorth@ crisis, when its economy grew by more
than 10 % of GDP annually and private external debthed 130 % GDP; however, country
was losing its competitiveness meanwhile (for detsee Andersen [2009]). Ireland expanded
rapidly during 1995-2007 as it introduced very loarporate tax rates and ECB interest rates,
but its banking sector got under pressure aftepgnty bubble bursting and the start of global
financial crisis in 2007.

Time evolution of quarterly GDP growth rates of oraEU economies is presented in
Figure 1. Table 4 contains magnitudes of recessioral EU countries along with their
classification; countries are ranked in the desirgndrder of magnitude. Figure 2 provides a
graphical comparison of all recessions’ magnitutie&U’s countries and Figure 3 shows
their geographic distribution. Figure 4 presentelationship between countries’ economic
growth prior to a recession and recession magrstahel Figure 5 illustrates a relationship
between countries’ population and recession madesu



4.2. A comparison of EU recession with the Great Depression of the 1930s

The Great Depression officially began in the USAQxtober 29, 1929 as a Wall Street
stock market crash, and ended in 1934. During tleat@epression, the unemployment rate
peaked at 25 %, GDP declined by more than 50 % radhdbktrial decreased by 45 % (BEA,
Bernanke, 2000). This recession influenced econ®wifi@imost all countries in the world for
more than one decade.

The Great Depression lasted for 4 years and duhisgoeriod the mean yearly decline
of GDP was 14.1 %. From relations (1) and (2) tkeulting magnitude of the Great
Depression is M=9.14. This result implicates the Great Depression in the USA during
1929-1933 was more than eight times worse tharrébession in the European Union of
2008-2009.

4.3. The relationship between the recession magnitude and the economic
growth prior to the recession

Comparison of recession magnitudes of EU counthiggng 2008-2010 period revealed
that countries with the higher growth in the yepreceding a recession (Latvia, Estonia,
Lithuania, Ireland, etc.) experienced recessionth wigher magnitudes. To examine this
relationship the mean percentage GDP growth raieag2003-2007 for each country were
calculated from Eurostat data and are presentédhie 5.

To examine statistical significance of the aboventiemed relationship the following
simple linear regression model was considered:

Yy =a+pBx+¢& (5)

In (5) y; denotes recession magnitude in a countryi0{1,2,...,25, x denotes

corresponding mean percentage GDP growth beforeribie (during 2003-2007) anglis the
error term. The regression was performed in Gnedl was corrected for heteroscedasticity.
Graphical representation of the relationship isvgted in Figure 4. Characteristics of the
model are showed in Table 3. As can be seen, thdelms statisticaly significant at 0.01
level; and the regresion takes the following form:

y=5.202+ 0.26% (6)

Because beta in (6) is positive, the recession mam correlates positively with the
prior growth indeedThe higher is the economic growth prior to a recasgfor a period of
five years) the higher is a recession magnitude

The relationship can be interpreted in the follogvway: when a country’s growth
doesn’t correspond to its economic reality in thiegl term (the growth is too high as in case
of Latvia or Ireland), then after several yearga@rrection’ in the form of a recession occurs.
The relation (6) allows to quantify this effectcirase of mean GDP growth rates prior to a
recession by 1 % results in an increase of recessagnitude of 0.26 point.

It must be stressed out that rule stated aboveespfadr a global financial crisis in the
EU only, and its eventual general validity (or ihddy) has to be resolved by further research
focusing on a larger set of economic recessionsnarthe world.

o (error) 5.2017** (0.172)
/5 (error) 0.26295*** (0.041)




R* (adjusted) 0.630

Akaike crit. 98.08

Schwarz crit. 100.51
Hannan-Quinn crit. 98.75
F signif. (p-value) 1,33e-06

Table 3. Characteristics of the model. Sign “***' denotstatistical significance at 0.01 level.

4.4. The relationship between the recession magnitude and the population

Comparison of EU’s recession magnitudes during period also revealed that
less populous countries (Latvia, Estonia, Lithuairi@and, etc.) experienced recessions with
higher magnitudes. To explore this relationshipe($8gure 5), countries were ranked
according to their population and recession magegfrom 1 to 25 Then Spearman’s rank
correlation coefficient was evaluated:= —0.33,R* = 0.11. The negative value ofindicate
that less populous countries indeed suffered biggeessions, but the value Qrwas not
statistically significant atx = 0.05 level, and thus evidence for the claim tretession

magnitude can be influenced by a population is weak

GDP growth rates (%)

—N

2009Q4 2010Q1 2010Q2

year/quarter

‘—0— EU —8— Germany —&— France Italy —%— Spain —@— UK

Figure 1. Time evolution of quarterly GDP growth rates odjor EU economies and EU itself during 2008-

2010 global financial crisis.
Source: Eurostat (2010).

® Countries’ populations in millions was not useddugse of huge differencies among populous coursriek as

Germany, France or UK and Luxembourg, Cyprus ortdiah the other side.




Country Mean decline of GDP (%) Duration (quarters) Magnitude Classification
Latvia 3.56 8 8.15 severe
Estonia 3.20 7 7.81 severe
Lithuania 4.44 4 7.47 severe
Ireland 1.91 8 7.26 severe
Finland 2.55 4 6.67 major
Slovenia 3.36 3 6.66 major
Luxembourg 1.78 5 6.48 major
Romania 2.06 4 6.36 major
Hungary 1.35 6 6.34 major
Sweden 1.55 5 6.28 major
Bulgaria 1.45 5 6.18 major
Denmark 1.78 4 6.15 major
Italy 1.40 5 6.13 major
Germany 1.68 4 6.07 major
United Kingdom 1.10 6 6.05 major
Greece 0.84 7 5.88 major
Netherlands 1.08 5 5.76 major
Austria 1.30 4 5.70 major
Spain 0.85 6 5.67 major
Czech Republic 1.68 3 5.65 major
Belgium 1.44 3 5.43 major
Portugal 1.00 4 5.33 major
France 1.00 4 5.32 major
Malta 1.14 3 5.09 major
Cyprus 0.58 5 4.86 minor

Table 4. Magnitudes and classification of all EU recessidaring 2008-2010 global financial crisis.
Notes Greek recession continued in 2010 and 2011 sdinal magnitude has to be estimated yet.

Source: author.
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Figure 2. The graphical comparison of all EU recessionsndu2008-2010 global financial crisis.
Notes Greek recession continued in 2010 and 2011 sdinal magnitude has to be estimated yet.

Source: author.
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mean annual

Country/year 2003 2004 2005 2006 2007 growth rate (%)
Austria 0.8 25 25 3.6 3.7 2.26
Belgium 0.8 3.2 1.7 2.7 2.9 5.45
Bulgaria 5.5 6.7 6.4 6.5 6.4 2.02
Cyprus 1.9 4.2 3.9 4.1 5.1 1.57

Czech Republic 3.6 4.5 6.3 6.8 6.1 8.33
Denmark 0.4 2.3 2.4 3.4 1.6 5.18
Estonia 7.6 7.2 9.4 10.6 6.9 4.27
Finland 2 4.1 2.9 4.4 5.3 3.52
France 11 25 1.9 2.2 2.4 2.02
Germany -0.2 1.2 0.8 34 2.7 1.14
Greece 5.9 4.4 2.3 4.5 4.3 3.83
Hungary 4 4.5 3.2 3.6 0.8 9.73
Ireland 4.4 4.6 6 5.3 5.6 8.59
Italy 0 15 0.7 2 15 4.57
Latvia 7.2 8.7 10.6 12.2 10 3.21
Lithuania 10.2 7.4 7.8 7.8 9.8 2.48
Luxembourg 15 4.4 5.4 5 6.6 2.35
Malta -0.3 0.9 4.7 3.3 3.9 2.61
Netherlands 0.3 2.2 2 3.4 3.9 1.05
Portugal -0.9 1.6 0.8 1.4 2.4 6.41
Romania 5.2 8.5 4.2 7.9 6.3 4.87
Slovenia 2.8 4.3 4.5 5.9 6.9 3.73
Spain 3.1 3.3 3.6 4 3.6 3.46
Sweden 2.3 4.2 3.2 4.3 3.3 2.70
UK 2.8 3 2.2 2.8 2.7 6.30

Table 5. Annual GDP growth rates (in %) for EU countriesidg 2003-2007 period with a mean GDP growth
(in %) for the same period. Source: Eurostat (2010)

Recession magnitude

Mean GDP growth during 2003-2007 period (%)

Figure 4. A relationship between mean GDP growth during22007 and a recession magnitude for EU
countries. Source: author.
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Magnitude (rank)
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Figure5. Relationship between countries’ population (maopulous countries are on the left-hand side)
and recession magnitudes. Both variables are giseanks from 1 to 25.
Source: author.

5. Conclusions

The aim of the article was to compare magnitudssefigth’) of recessions that took
place in EU countries during the global financiabkis of 2008-2010, as its impacts were
markedly different in various countries. For a ssten comparison the recession magnitude
scale derived from a decline of GDP growth ratesndua recession and its duration is used.

From 27 national EU’s economics, 25 economics (weixiception of Poland and the
Slovak Republic) experienced the biggest recessioitise post-war era. The most affected
countries by the crisis were Latvia, Lithuania d@astonia followed by Ireland. All these
recessions were classified as severe recessiontheindnagnitudes exceeded degree 7. The
smallest recessions occurred in France, Malta ayqmiuS. Greece was the only economy still
in recession during 2010 and 2011, so its final mtage will almost certainly be ‘upgraded’
from major to severe or ultra category. Generaljnong the most suffering countries
prevailed new EU member states and also small pad economies.

Nevertheless, the most interesting finding was latiomship between a recession
magnitude and economic growth prior to a recesstamas found that the higher is economic
growth given as a mean percentage GDP growth fwriarrecession (for a period of five years
in our study) the higher is a recession magnitlitiés relationship was statistically significant
at 0.01 level. However, this result is limited orty the evaluation of the global financial
crisis in EU countries, its eventual general vajidiave to be determined by further research.

The European Union experienced major recessionagnitude 5.8. When compared
with the Great Depression of the 1930 in the USghwnagnitude 9.1, the EU’s recession
was more than eight times smaller than that of UlRus, the scope of the recent global
financial crisis is sometimes exaggerated in mdd@wvever, the latest developments (in the
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beginning of 2012) indicate that many EU count{gsch as Portugal, Ireland or Slovenia)
are slipping into another recession.

Though the magnitude scale used for comparisonsoisstructed from only one
macroeconomic indicator, namely GDP, it allows obye and exact evaluation of economic
recessions, and thus enables their comparison, iFhabnsequence, may help to understand
the severity of recessions from the past or totiflethe most suffering countries or regions at
the present.

References
Andersen C (2009) Latvia Caught in Vicious Economiewnturn. IMF Survey Magazine: Countries and
Regions (http://www.imf.org/external/pubs/ft/survey/socar 052809a.htm) Accessed: 09/30/2010
Arpaia A, Curci C (2010) EU labour market behaviduring the Great Recession. Econ Papers 405, Btono
and Financial Affairs
Barufaldi D (2008) A Review of Past Recessions. wwwestopedia.com. http://www.
investopedia.com/articles/economics/08/past-resrssisp. Accessed 30 September 2010
Bernanke BS (2001) Essays on the Great Depred2iorteton University Press
Bureau of Economic Analysis (201®tp://www.bea.gov. Accesed 30 September 2010
Buti M. (ed.) (2009) Economic crisis in Europe: Gas, Consequences and Responses. European Economy 7
Luxembourg
Eichengreen B, O'Rourke K (2010) What do the newadtell us. VOX 3. http://www.voxeu
.org/index.php?g=node/3421. Accesed 30 Septemkidr 20
Eurostat (2010). http://epp.eurostat.ec.europaoetaifpage/portal/eurostat’/home/. Accesed 30 Sdme2010
Falk M, Sinabell F (2009) A spatial econometric lgas of the regional growth and volatility in Eye.
Empirica 36(2):193-207
Gaggl P, Kaniovski S, Prettner K, Url T (2009) Tiert and long-run interdependencies between thezéoe
and the USA. Empirica 36(2):209-227
Gascon CS (2009) The Current Recession: How Bad I8 Econ Synopses 4:1-2.
http://research.stlouisfed.org/publications/es/@D&04.pdf, accessed: 09/30/2010.
— Communication from the Commission to the EuropeanrCil - A European Economic Recovery Plan.
Brussels. (2008). http://ec.europa.eu/economy_&ieapublications /publication13504_en.pdf. Accesed
30 September 2010
— After Severe Recession, Stabilization in LatviQ1@). IMF Survey Magazine: Countries and Regions.
http://www.imf.org/external/pubs/ft/survey/so/20&@/021810a.htm. Accesed 30 September 2010
Krugman P (2008) European Crass Warfarehe New York Times. http://www.nytimes.com
/2008/12/15/opinion/15krugman.html. Accesed 30 &mpier 2010
Mazurek J, Mielcovd E (2013) The Evaluation of Emmic Recession Magnitude: Introduction and
Application,Prague Economic Pape013(2), pp. 182-205.
Moore GH (1967) What is a Recession? Amer. Stat1619
Newson B (2009) Recession in the EU-29: Length Begth of the Downturn Varies Across Activities and
Countries. Eurostat: Industry, Trade and Services 7 9
http://epp.eurostat.ec.europa.eu/cache/ITY_OFFP3BHK-09-097/EN/KS-SF-09-097-EN.PDF.  Accesed
30 September 2010
Rémond-Tiedrez | (2009) Recession in the EU-27patutneasures. Eurostat - Statistics in focus 19200

13



