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CRISIS ON THE SOCIO-ECONOMIC SITUATION
OF EU COUNTRIES

Summary: Article deals the global economic crisis of 2008-2012 affected almost all re-
gions of the world, most of all it affected the economy of the USA and European coun-
tries whose governments have taken coordinated measures to overcome the situation. An
interventionist strategy, implying the extension of state regulation of market processes
was based in the basis of actions of the EU.
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Introduction

In 2008, in Washington at the meeting of the Group of Eight anti-crisis plan
was approved, it was the plan providing support to systemically important finan-
cial institutions, measures to unblock the credit and financial markets and the re-
sumption of activity in the secondary market of mortgage and other security pa-
pers, providing banks with opportunities to attract capital from private and
public sources, as well as the reliability of national programs for Deposit insur-
ance [www 1].

The European Central Bank to maintain financial markets made invest-
ments into the banking system unprecedented in magnitude amount of money. In
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October 2008 he jointly with the U.S. Federal reserve, the Bank of England, the
Bank of Canada, Switzerland and Sweden announced the coordinated lowering
of interest rates by 0.5 percentage points [www 2].

The debt crisis was caused by the growing size of public debt and the pri-
vate sector and the simultaneous lowering of credit ratings in several EU coun-
tries, as well as the absence in the Euro zone the single tax and pension legisla-
tion. In order to resolve the tense situation in Greece, Portugal, Ireland in 2010
the European financial stability Fund, was created, it provided financial assis-
tance in the amount of 750 billion Euros to the debtors [www 3]. Also to combat
the crisis other financial institutions were organized in EU: the European stabil-
ity mechanism, the European financial stabilization mechanism with support
from the European Central Bank and IMF. Agreement was reached on fiscal sta-
bility, which obliges governments to introduce constitutional amendments re-
quiring a balanced budget [www 4].Their activities helped to mitigate the impact
of the current recession by providing financial assistance to the states caught in
the debt “hole”.

In October 2012, the IMF suggested for some countries cutting the budget
spending, and for the others holding politically difficult economic reforms, for the
third ones, including Germany and the Netherlands, striving for a higher inflation
rate to facilitate competitive struggle of troubled European countries [www 5].

European governments acted in accordance with the General policy devel-
oped during the G20 and the European Union. While not all agreements are re-
spected, so, despite the rejection of protectionism in 2009, Germany had an ag-
gressive export policy, effectively displacing the market for products of the other
EU countries'.

Despite significant improvements, the echoes of the recession are evident
now. In fact, the economy of many countries has not reached its pre-crisis level.
The GDP per capita decreased in the EU in General in the crisis period by 11%
and still not reached pre-crisis level, falling most in 2009 (Fig. 1).

The level of socio-economic development of the EU countries varies in
terms of GDP per capita, the extent of asymmetry was 19.4 times (between Lux-
embourg and Bulgaria) in pre-crisis 2007 and 15.4 in 2012. To analyze the im-
pact of the crisis on the economy 5 groups of EU countries with different levels
of socio-economic development in 2007-2012 were considered (Table 1).

! Information retrieval system “Single portal of foreign economic information of the Russian
Federation”, www.ved.gov.ru.
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Fig. 1. GDP per capita in EU countries in 2000-2012, thousand USD

Source: According to the materials from [www 6].

Table 1. The group of EU countries in terms of GDP per capita in 2007 and 2012,
thousand dollars of the USA

Country 2007 Country 2012
‘Q ;; :’g Luxembourg 106, 9 Y Luxembourg 107,5
g2 oq g Ireland 59,3 g Jlanns 56,2
-2 2 Denmark 57,0 B Sweden 55,2
Sweden 50,6 Austria 47,2
2 Netherlands 47,8 o Finland 46,2
z : Finland 46,5 § Netherlands 46,1
g § The UK 46,3 & Ireland 45,8
fié Austria 452 Belgium 43,4
3% Belgium 433 Germany 41,5
i" Germany 40,4 o France 39,8
France 40,3 3 The UK 38,5
E o Ttaly 358 kS Italy 33
isé E Spain 32,1 Spain 292
g 2 Cyprus 27,9 Cyprus 26,3
ﬁ? = Greece 27,3 Greece 22,1
& Slovenia 23,4 Slovenia 22
2 . Portugal 21,8 N Portugal 2
= = Malta 184 2 Malta 20,8
£ § Czech Republic 17,5 ::-D Czech Republic 18,6
- Estonia 16,4 Slovakia 16,9
5 Slovakia 15,6 Slovakia 16,3
- Hungary 13,5 Lithuania 14,1
@ Latvia 12,6 Latvia 14
T3 Lithuania 11,6 . Poland 12,7
%« g % Poland 11,2 g Hungary 12,6
5T 2 Rumania 7,9 o Romania 12,6
" Bulgaria 5,5 Bulgaria 7

Source: According to the materials from [www 6].



92 Marina Mironova, Sofia Tarasova, Irina Umerova

Actually for this period, the level of socio-economic development of the
countries of the EU has deteriorated. Quantitatively the number of countries with
a high level of development (1st and 2nd group) — from 11 to 9 decreased, the
number of countries with low (4th and 5th) from 12 to 14 increased, although the
values of the indicator in half of the countries increased slightly in absolute
terms and without taking into account inflation, which is evidenced by the de-
cline of the level of socio-economic development in the European Union.

The most notable change concerned the 4th group, which became, the most
numerous in 2012: it included Lithuania and Latvia, GDP per capita of them has
increased compared to pre-crisis 2007, and Cyprus and Greece, where on the
contrary, this indicator declined. The smallest changes occurred in the Ist and
the 5th groups: Ireland left countries with the highest level of development, and
Hungary joined countries with the lowest.

The impact of the recession has therefore determined territorial shifts in the
level of socio-economic development of EU countries (Fig. 2).

Fig. 2. The group of EU countries in terms of socio-economic development in 2007 and 2012

Source: According to the materials from [www 6].

In 2007, the countries of one group with similar levels of socio-economic
development were mainly located densely on the territory of Europe and their
GDP per capita was lower than later, after the country joined the EU. 1st and 2nd
group of EU countries with the highest level of economic development before
the recession were located mainly in Western and Northern Europe. Group 3 con-
sisted of southern European countries had the level of socio-economic develop-
ment, close to the average in the EU, due to the high proportion of rural and rec-
reational sector in the economy (Italy, Spain, Greece, Cyprus). The 4th group
was part of the Eastern countries (Czech Republic, Slovakia, Hungary) and
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southern Europe (Slovenia, Malta, Portugal and Estonia with a higher level of
economic development than the two other Baltic countries). 5th group united the
least developed countries of Eastern Europe (Table 1).

In 2012, the most developed countries of the EU were concentrated in the
North and not Western Europe, because Sweden joined the 1st group of coun-
tries, and France and Britain left the 2nd group, spatially shifting these groups of
countries to the North-East (Fig. 2). The area occupied by the countries of the
3rd group increased. Countries with the lowest level of development were con-
centrated, as before, in Eastern Europe. The 5th group also combined all the least
developed Eastern European countries (Bulgaria, Romania etc.), which were
joined by Hungary. Countries of the 4th group with the level of development be-
low the EU average began to occupy a large area of Western and southern
Europe, due to the fact that it was composed by former countries of the 3rd
group (Cyprus and Greece) and of the 5th (Latvia and Lithuania).

In general, the main measures to overcome the recession in the EU were:
saving policy, assistance to affected banks and businesses request IMF loans [Ta-
rasova, Mironova, 2013, s. 86-89].

Countries from each of the five groups experienced the recession differ-
ently, what is a consequence of the economic policy of the EU and individual
states. In most cases, the countries from each group applied a similar policy.

The 1* group of the countries

The Irish government tended to restore the economy on their own, the laws
on insurance of Bank deposits and the recapitalization of the banking system
were accepted, a National Agency, which bought problem banks assets was cre-
ated. This policy became a Swedish copy, where there was also created a stabili-
zation Fund to support creditworthy financial institutions. In Ireland to reduce
the budget deficit government spending and salaries of civil servants were re-
duced and it has repeatedly received the financial aid packages®. In Denmark
there were made the attempts to stimulate the economy and infusion of invest-
ments in the public sector, although it has only led to the increase of government
spending and increased the budget deficit. The Central Bank of the country
maintained a fixed exchange rate of the national currency [www 7].

2 In 2013, Ireland placed ten-year bonds at the market and attracted 5 billion Euros,
www.pravda.ru (access: 15.04.2015).
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The countries of the 2" group

Besides solution of their internal problems were forced to become creditors
of their weak neighbors. The General policy for all of them became the reduction
of budget expenditures by reducing social benefits and dismissal of civil ser-
vants, what hampered the growth of the national debt. The recession led to a de-
cline in exports and domestic demand, the decline in industrial production, re-
duction of investment activity, increase the budget deficit, but it was relatively
calm in Finland, the Netherlands, Austria and Belgium3 .

To fight unemployment in Sweden it was introduced a flexible schedule and
the bonuses of employees of the affected enterprises were reduced. With the re-
duction of the demand for Swedish products the demand for the Swedish Krona
was reduced either, therefore, its cost decreased, what made Swedish goods
cheaper for foreign consumers and returned the demand for them to the previous
level [www 8]. Artificial support of domestic producers in Germany weakened the
economies of other countries in the region, which entailed the necessity of providing
them with financial help from Germany itself [www 9]. In France, there was an in-
crease in the level of taxes and the reduce of social security benefits.

Countries of the 3™ group

Were most affected by the debt crisis and become debtors, because the ob-
tained finances were not spent on the development of economics, there were
spent on social benefits. Their economy directly depended on the packages of
assistance provided by the IMF and the EU.

4™ and 5™ groups of countries (except Portugal, which actually
joined third group)

Acted almost in the same way — reduced social spending, sacked civil ser-
vants, raised taxes, received IMF loans. Many of them did not take any measures
to stimulate the economy to reduce government spending (e.g. Estonia and Bul-
garia). In Slovakia saving model helped to overcome the recession, there were
developed projects to allocate the state financial assistance to foreign investors

3 Information retrieval system “Single portal of foreign economic information of the Russian
Federation”, www.ved.gov.ru. (access: 15.04.2015).
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for the creation of more than 6 thousand new jobs®. In the Czech Republic simi-
lar, but crueler policy reduced household spending and contributed the decline of
economic activity of the population. The Hungarian government assisted victims
of educational and health institutions and in 2013, despite the unfavorable in-
vestment climate, refused from new loan from the IMF with the intention to re-
finance its debt at the open financial markets’. Thus, the anti-crisis measures
differed in selected groups of countries: support to the banking sector, the pro-
motion and protection of the national economy is typical for countries of the 1st
and 2nd groups, request loans from international financial institutions and devel-
oped countries — for the 3rd, 4th, Sth group.

The policy applied in different groups of EU countries and their different
levels of pre-crisis socio-economic development has resulted the manifestation
of the crisis in the countries of each of the five groups in General had common
traits associated with changes in key indicators, such as GDP per capita and un-
employment rate in 2012 (in % compared to 2008).

The calculations showed, that in the countries the 1st group the level of
GDP per capita sharply decreased in 2009, and since 2010 the economy grew at
an average rate and the growth of unemployment rate changed similarly. For the
entire period of the crisis, GDP per capita declined by 12.3%, and the unem-
ployment rate rose to 83%. The countries of 2nd group showed an average de-
cline in GDP per capita 7.2% and rising unemployment — 23%. This is due to the
decrease in industrial production and the need to provide financial support to the
EU countries affected by the debt crisis. Quite safe in 2007, the countries of the
3rd group showed the worst growth rates among the EU member States — a de-
cline of 18.9%, while unemployment rose by 155%. The reason was the onset of
the debt crisis of 2010 and a sharp reduction of tourist flows to these countries
with developed recreation and agriculture. The countries of the 4th group differ-
ently weathered the crisis: high unemployment in Portugal and Slovenia, eco-
nomic growth and low unemployment in Malta. In the Czech Republic, Slovakia
and Hungary joined the EU in 2004, in the beginning of the crisis unresolved in-
ternal problems were remained. Unemployment in this group increased on 61%,
while the GDP per capita fell on 11.9%. In the 5th group, the decrease in the
level of GDP per capita during the studying period was 5.9%, with an increase of
the unemployment rate on 86%.

* Information retrieval system “Single portal of foreign economic information of the Russian
Federation”, www.ved.gov.ru.

5 Information retrieval system “Single portal of foreign economic information of the Russian
Federation”, www.ved.gov.ru.
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Thus, there was a decrease in the level of GDP per capita in all countries of
the EU: the most (on average on 18.9%) there was a decrease in 3rd group of
countries in southern Europe due to the effects of the debt crisis, and least of all
(on 5.9%) in Eastern Europe in the countries of the 5th group, the weak econ-
omy of them was less affected by the crisis. At the same time, the growing un-
employment, the smallest increase in its level (23%) was observed in the devel-
oped countries of Western Europe (2 group), which had less problems with
employment, and the highest (155%) in the countries of southern Europe (group
3), due to the necessity of fulfilling the requirements of the EU and the IMF to
reduce government spending, which led to massive layoffs.

Matrix analysis of changes of these indicators in 2008-2012 allowed us to
identify the types of EU countries most and least affected by the crisis (Table 2).
This was the reason for the division of the territory of the EU into the regions
with the most or with the least resistance of national economies to the recession.

Table 2. Types of the EU countries in the accordance of the influence of the recession
on the total change of GDP per capita and unemployment for 2008-2012

The change of unemployment
Increased less than Increased more than Increased more than
1,2 times 1,2-1,9 times 1,9 times
More than Luxemburg, Malta, . . .
. Sweden Bulgaria, Lithuania
95% Austria
France, the UK, Poland,
DGP per capita in Germany, Belgium, [Slovakia, Czech Republic,
X . 85-95% . . Denmark
2012 in comparison Finland [taly Netherlands, Estonia,
with 2008 in % Latvia
Slovenia,
Less than . Hungary, .
Rumania Spain, Ireland, Greece,
85% Portugal
Cyprus

Source: [www 6].

Better than by the others the crisis was survived by the most developed
countries of the West Europe and Malta (South Europe), similar results are
showed by the countries of Northern and Western Europe, as well as by Bulgaria
and Estonia (despite a relatively weak economy). Average results of changes in
economic performance during the crisis can be noted in the most of the devel-
oped countries of Western and Eastern Europe, and peripheral EU States (Ireland
and most countries of the South) are the outsiders.



The influence of the global economic crisis ... 97

The made analysis allowed judging the effectiveness of the anti-crisis pol-
icy. Not all activities undertaken during the EU crisis proved effectiveness. The
main reason of differences in the manifestations of the crisis in the groups of EU
countries lies in the irregularity of their economic development and characteris-
tics of the anti-crisis policy. The Soviet bloc countries joined the EU, unable to
rebuild their own economics; the States of southern Europe badly managed their
finances. The recession has weakened the national economy of the developed
countries in connection with the necessity of providing assistance to debtor
countries. Good international environment masked the weakening of the eco-
nomic system of States that has long needed structural reforms.
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WPLYW SWIATOWEGO KRYZYSU GOSPODARCZEGO NA SYTUACJE
SPOLECZNO-GOSPODARCZA KRAJOW UE

Streszczenie: Artykut dotyczy problemoéw §wiatowego kryzysu gospodarczego w latach
2008-2012, obejmujacego niemal wszystkie regiony S$wiata, a przede wszystkim jego
wplywu na gospodarke USA i krajow europejskich, ktorych rzady podjely skoordyno-
wane dziatania w celu przezwycigzenia zaistnialej sytuacji. Strategie interwencyjne
oznaczaly przedtuzenie panstwowej regulacji procesow rynkowych, przeanalizowanych
na podstawie dziatan UE.

Stowa kluczowe: globalny kryzys gospodarczy, ekonomiczny, rynek pracy, rozwoj spo-
teczno-gospodarczy.



