Glossary of Terms

Automatic Stabilisers
An economic effect of the welfare state, consisting of measures that are not linked to immediate political decisions, but rather to the ways that government transfers money to its citizens. These include e.g. social welfare transfers such as unemployment benefits or health insurance.

Bail-Out

An act of giving capital to a failing company in order to save it from bankruptcy, insolvency or total liquidation and ruin.
Credit Crunch

The situation that was created when banks hugely reduced their lending to each other because they were uncertain about how much money they had. This in turn resulted in more expensive loans and mortgages for ordinary people. 

Financial Exigency

An actual or impending financial crisis that threatens the survival of a company or institution in its current structure and which cannot be alleviated by less drastic measures than firing tenured personnel. The term is often used in universities, which often have the authority to fire tenured staff only in times of real crisis.
Furlough

A temporary leave of absence from employment, which may be voluntary or involuntary. In terms of the crisis, furloughs are used to prevent firing staff in the long term.
Gross Domestic Product (GDP)

As a basic measure of an country's economic performance, it is the market value of all final goods and services made or provided within the borders of a nation in a given year. Clearly showing the importance of consumption, a basic equation for measuring GDP is the following: GDP = consumption + gross investment + government spending + (exports − imports) or GDP = C + I + G + (X − M).
Horizontal Salary Progression

Salary progression for persons who stays within their professional status. This can include a yearly fixed increase in compensation or bonuses because of work performance, but excludes any increase because of a change in professional status (e.g. promotion linked to an increase in qualifications (cf. also ‘Vertical Salary Progression’).
Inflation

A general increase in the price of goods and services. Inflation rates which are calculated by international financial institutions for countries are based on the price of a so-called ‘basket’ (a standardised list) of goods and services.

Keynesian Economics

The economic consensus that was dominant from the immediate second world war post-war period until the 1980s and which influenced the creation of the welfare state. This is based on the theory developed at the time of the Great Depression of the 1930s by the British economist John Maynard Keynes, who argued that the welfare state provides counter-cyclical measures.

L-Shaped Economic Recovery

A slow and long recovery from an economic crisis. It is named after the graph that depicts economic growth - a fall in growth, followed by slow growth - forming the shape of the letter ‘L’ (cf. also ‘V-Shaped Economic Recovery’).

Layoff

The temporary suspension or permanent termination of employment of an employee or (more commonly) a group of employees for business reasons, such as the decision that certain positions are no longer necessary or due to a business slow-down or interruption in work. Originally the term ‘layoff’ referred exclusively to a temporary interruption in work, as when factory work cyclically falls off. However in recent times the term is also used to refer to the permanent elimination of a position (cf. also ‘Furlough’).

Liquidity

The ability of an asset to be easily converted through an act of buying or selling, without causing much change in its price and value. Money, or cash in hand, is the most liquid asset.

Recession

A general slowdown of the economy, usually drawn out over a longer period of time and affecting major macro-economic issues such as employment, investment, government spending and tax-income. As a rule of thumb, a recession is identified when there is a fall in GDP for two consecutive quarters (six months). However quite some discussion on the definition of a recession exists, as it is a politically sensitive term.

Sub-Prime Mortgages

In several countries (particularly in the United States) loans, especially mortgages, were often provided to people who were not likely to be able to pay them back. These types of loans are identified as ‘sub-prime’ because they are insecure. When a high number of loans are not paid back because of economic shocks, these can jointly cause a problem in other credit markets. Hence, many commentators identify the origins of the financial crisis in the ‘credit-crunch’ caused by these sub-prime mortgages, which had been ‘bundled’ into other securities, then traded as prime assets until 2007 when financial institutions suddenly realised they could no longer sustain their exposure to such ‘toxic assets’. 

V-Shaped Economic Recovery
A quick and short recovery from an economic crisis. Named after the graph that depicts economic growth - a fall in growth, immediately followed by a return to normal growth - forming the shape of the letter ‘V’ (cf. also ‘L-Shaped Economic Recovery’).

Vertical Salary Progression

Salary progression for a person who moves to a higher professional status. This can include changes because of an increase in qualifications or a promotion because of competence, but excludes any increase that happens within the same professional status (e.g. yearly bonuses, cf. ‘Horizontal Salary Progression’).

Wage-Ceiling

The highest possible salary within a particular wage bracket. A wage ceiling in the public budget can be imposed by Parliament or at times through international agreements. For instance, the International Monetary Fund (IMF) has imposed wage-ceilings in its loan agreements, which in turn affected teachers’ salaries (cf. fact sheet on IMF).
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