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		Using panel data for a large number of countries, we find that economic contractions are not followed by offsetting fast recoveries. Trend output lost is not regained, on average. Wars, crises, and other negative shocks lead to absolute divergence and lower long-run growth, whereas we find absolute convergence in expansions. The output costs of political and financial crises are permanent on average and long-term growth is negatively linked to volatility. These results also imply that panel data studies can help identify the sources of growth and that economic models should be capable of explaining growth and fluctuations within the same framework.   


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Growth, Output Loss, Recessions, Recovery, Business Cycles, Crises, Wars

	
	

	
    

    
	

	
	
		JEL Classification: C23, E32, F43, O40

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Cerra,  Valerie and Saxena,  Sweta Chaman, Growth Dynamics: The Myth of Economic Recovery (July 2005). IMF Working Paper No. 05/147,  Available at SSRN: https://ssrn.com/abstract=888016
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Valerie Cerra (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				International Monetary Fund (IMF)  ( email )

			

			
			
				
				
				
					700 19th Street NW
Washington, DC  20431
United States
202-623-8596 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Sweta Chaman Saxena

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Bank for International Settlements (BIS) - Monetary and Economic Department  ( email )

			

			
			
				
				
				
					Centralbahnplatz 2
CH-4002 Basel
Switzerland

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      269

			

		
		
		
			Abstract Views

			    4,774

		

		
		 
		
			Rank

			   40,207

		

		
	


	
		
            
            	        5 Citations
		

	

	
		
			
				       59 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    International Monetary Fund (IMF) Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Monetary Fund (IMF) Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            8,254

                                    

                                    
                                        PAPERS

                                            8,277

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Growth Dynamics: The Myth of Economic Recovery

                        
                            By
                                
                                
                                    
                                    Valerie Cerra
                                     and 
                                
                                    
                                    Sweta C. Saxena
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Growth Dynamics: The Myth of Economic Recovery

                        
                            By
                                
                                
                                    
                                    Valerie Cerra
                                     and 
                                
                                    
                                    Sweta C. Saxena
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Cost of Recessions Revisited:  a Reverse-Liquidationist View

                        
                            By
                                
                                
                                    
                                    Ricardo J. Caballero
                                     and 
                                
                                    
                                    Mohamad L. Hammour
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Cost of Recession Revisited: A Reverse-Liquidationist View

                            
                                By
                                    
                                    
                                        
                                        Ricardo J. Caballero
                                         and 
                                    
                                        
                                        Mohamad L. Hammour
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Phoenix Miracles in Emerging Markets: Recovering Without Credit from Systemic Financial Crises

                            
                                By
                                    
                                    
                                        
                                        Guillermo A. Calvo, 
                                        
                                    
                                        
                                        Alejandro Izquierdo, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Phoenix Miracles in Emerging Markets: Recovering Without Credit from Systemic Financial Crises

                            
                                By
                                    
                                    
                                        
                                        Guillermo A. Calvo, 
                                        
                                    
                                        
                                        Alejandro Izquierdo, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Phoenix Miracles in Emerging Markets: Recovering without Credit from Systemic Financial Crises

                            
                                By
                                    
                                    
                                        
                                        Guillermo A. Calvo, 
                                        
                                    
                                        
                                        Alejandro Izquierdo, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            What Happens During Recessions, Crunches, and Busts?

                            
                                By
                                    
                                    
                                        
                                        Stijn Claessens, 
                                        
                                    
                                        
                                        M. Ayhan Kose, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            What Happens during Recessions, Crunches and Busts?

                            
                                By
                                    
                                    
                                        
                                        Stijn Claessens, 
                                        
                                    
                                        
                                        M. Ayhan Kose, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            What Happens during Recessions, Crunches and Busts?

                            
                                By
                                    
                                    
                                        
                                        Stijn Claessens, 
                                        
                                    
                                        
                                        M. Ayhan Kose, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.093 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

