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Dear reader,

It is my honour to present you a special edition of our NEC Magazine. Special 
as we count, for the first time, with all the new members that joined our team 
in this academic year. Some of them are already writing for this magazine, 
showing their courage and sense of initiative. 

In this edition, we present a set of articles from the most conventional topics 
in the field, like monetary policy or labour productivity, to the most heterodox 
areas of study, like cultural, crime and climate change economics. For those 
who were not able to fully understand what the most recent Nobel Prize in 
Economics was about, it is also exposed and presented here in a clear way.

As COVID-19 is still the hot topic of the moment, this edition’s Chaos Theory 
is related to the timeline of European’s response to the pandemic and this 
NEC talk, with Professor Ana Gouveia, is on the economic consequences and 
recovery from the crisis.

At a time when we are surrounded by huge amounts of information, it is 
important to keep focusing on sources that present relevant topics in an 
unbiased and objective way. That is what our Magazine is all about.

I hope you enjoy the articles and stay safe in this unpredictable period,

Tomás Rebelo de Andrade
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Dear reader,

As we approach the end of this long-lasting 2020, our team brings you this year’s last edition of 
the NEC Magazine.

When we start to see some light at the end of the tunnel, it is important to remember that there 
will be life after this pandemic. And there will be economics after this pandemic. As such, the Fall 
edition of the NEC Magazine brings you a whole range of topics that allow you to do just that.

This edition’s set of articles is probably the most diverse we have ever brought you. While not 
neglecting the unavoidable themes, like the Nobel Prize in Economics and the EU’s response to 
the COVID-19 pandemic, we cover topics that will certainly pique your curiosity, from monetary 
theory to mass incarceration and cultural economics.

In this edition’s interview, Professor Ana Gouveia enlightens us on some economic aspects of 
the crisis we are facing right now and, from a survey conducted by our club, we delve into the 
career prospects of Nova SBE’s economics students.

As always, we hope you enjoy reading this edition and that you learn something new!

Your NEC Magazine Team

JOANA LEITÃO
Co-Head Magazine

CARLOS OLIVEIRA
Co-Head Magazine
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 SEPTEMBER IN REVIEW
     DEFLATION IN THE 
EUROZONE

The eurozone fell into deflation for the first 
time in four years, with consumer price 
inflation sliding to a minus 0.2%, in August. 
The main drivers for the sustained fall in 
prices are likely to be the decline of oil 
prices, the cut of the value added tax rate 
in Germany and the delayed summer sales 
in France, Italy, and Belgium. Deflation hit 
12 of the 19 eurozone countries in August 
and the recent appreciation of the euro is 
expected to lower the price of imports and 
to continue dragging down inflation.

2

15      US TARIFFS ON CHINESE 
GOODS TO VIOLATE GLOBAL 
TRADE RULES 2020
The World Trade Organization has ruled 
that US tariffs imposed on Chinese goods 
violated global trade rules. The panel rules 
that the levies imposed on $360bn of Chi-
nese imports were discriminatory and ex-
cessive, without a justifiable exemption. 
The US has claimed that the tariffs were a 
response to unfair trade practices by China 
towards American companies, accusing 
the country of stealing their intellectual 
property. Despite an agreement between 
the two countries in January, a 25% levy on 
$250bn of products from China and a 7,5% 
levy on $110bn of goods remained in place. 
The US presidential election has a particu-
lar importance in this issue, with the Trump 
administration’s threats of leaving WTO 
and Joe Biden put in a situation in which he 
has to either defy WTO ruling or give a big 
concession to China. 

22       CHINA AIMS TO BE 
CARBON NEUTRAL BY 2060
China revealed that it will cut its carbon 
dioxide emission to early zero by 2060, as 
a plan to be ‘carbon neutral’ before that 
same year.
 

This came as a surprise at the UN General 
Assembly, as China is the world’s biggest 
producer of greenhouse gases and it ac-
counts for half of the world’s consumption 
of coal. The announcement may create an 
additional pressure on the US, that it is the 
biggest polluter without a defined carbon-
neutral target. However, some experts 
raised the question of what China means by 
carbon neutral and what types of offsets it 
would include in its definition.

23       ECB CALLS TO MAKE THE 
PANDEMIC RECOVERY FUND 
PERMANENT 
The European Central Bank has encouraged 
the European Union to consider turning its 
new pandemic recovery fund permanent. 
The ECB estimated that the €390bn total of 
grants will provide a net benefit worth more 
than 10% of the pre-crisis economies of Cro-
atia and Bulgaria and almost 9% for Greece, 
followed by Portugal, Spain, and Italy. The 
heaviest net losers will be Austria, Denmark, 
Sweden, the Netherlands, and Germany with 
a net loss of nearly 2% of pre-pandemic GDP. 
The Central Bank stated that the economic 
and monetary union still lacks a robust fis-
cal capacity at a supranational level and to 
make the fund permanent would give more 
stabilization instruments to the EU, increas-
ing the resilience and growth potential of 
member states. 
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OCTOBER IN REVIEW
5     IMF ADVOCATES FOR 

PUBLIC INVESTMENT IN 
RICH ECONOMIES

The IMF recommended rich countries to 
increase public investment and to take 
advantage of historically low borrowing 
costs, as a way to boost economic recov-
ery. Countries should spend on infrastruc-
ture maintenance immediately, which is 
very labour intensive, and then prepare for 
capital spending on digital infrastructure 
and green technology. The IMF estimated 
that increasing public investment by 1% of 
the GDP could increase it by more than 2% 
after two years. This advice marked a shift 
away from the IMF’s concerns about public 
finances in rich countries, although it also 
stated that governments should ensure the 
public investment is efficient and do not 
pose risks of worsening debt dynamics. 

    THE COVID-19 PANDEMIC 
WILL CREATE MILLIONS OF 
‘NEW POOR’

The World Bank has warned that the eco-
nomic consequences of the pandemic will 
create millions of new poor who are rela-
tively-well educated in urban areas of mid-
dle-income countries. The pandemic will 
push between 88 and 115 million people 
into poverty this year, with South Asia 
and sub-Saharan Africa being the worst-
hit regions. The economic crisis caused 
by Covid-19 will lead to the first increase 
in global poverty since 1998 and it will set 
poverty levels back to their 2017 levels, 
reversing 3 years of progress. Allowing 
capital, labour, skills, and innovation to 
move into new business and sectors is 
essential to return to poverty reduction. 

OCDE has drafted a set of principles 
which could revolutionise the corpo-
rate taxation of multinational compa-
nies and could raise $100bn in extra 
tax revenues, without any tax raise.                                                                                                 
If there is political agreement, the new 
system is ready to be implemented, 
with the US election being crucial since 
Washington has been the main opponent 
to the deal. The blueprint has the goal of 
preventing profit shifting to low tax juris-
dictions and it is based on two main pillars: 
reform the way companies are taxed with 
global profits being allocated to the coun-
tries where customers are located and set 

13      EU TO HIT US PROD-
UCTS WITH TARIFFS FOR 16 
YEARS’ DISPUTE

The World Trade Organization has given 
the EU the right to put tariffs into practice 
in $4bn of US goods. This decision comes 
as a consequence of an illegal state aid to 
Boeing from the US and it follows a similar 
decision of last year, in which WTO allowed 
the US to hit $7.5bn of EU goods with tariffs, 
due to an illegal funding given to Airbus. 
The EU identified US products such as air-
craft, fitness machines and blueberries to 
be hit by these tariffs. This dispute started 
in 2004 and it reveals the competitiveness 
between both aircraft manufacturers and 
their economic importance. 

7

12       OCDE TO REVOLUTION-
ISE CORPORATE TAXATION
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To better understand the contribution of this year’s 
Nobel Prize winners, we must first realize the impor-
tance of auctions in the real world and then know 
a little bit about auction theory.  

Auctions are everywhere, for example, the adver-
tisement you see on the internet is the result of an 
auction. In Europe, even the quality of the air we 
breed is the result of an auction as the EU is now 
selling emission allowances for CO2 through auc-
tions. Therefore, depending on the result of it, it will 
be more or less expensive to buy these emission 
allowances, which will in turn influence the quality 
of the environment. Consequently, auctions affect 
all of us both directly and indirectly.

To understand the contribution of Milgrom and 
Wilson to auction theory we must define private 
and common value. Private value is something sub-
jective, where the valuation of each bidder is inde-
pendent of the valuation of others; for example, the 
value of a day spent on the beach is not the same 
for everybody. Common value is what is equal to 
all potential buyers; for example, a regular coin of 
1€ is worth 1€ to everybody. 

Robert Wilson between 1960 and 1970 made the 
first great contribution on how to design auctions in 
the case where the common value is uncertain. This 
happens when during the auctions the bidders are 
not certain about the value of the object, but after-
wards the value is the same for everybody. Imagine 
the case of a jar full of coins, just by looking at it you 
cannot assess its value. You can make an estimation, 
but you will never know the value of it beforehand. 
Therefore, the valuation of each bidder is different 
and depends on their expertise. Wilson first found 
that in these cases, the bidders will try to avoid the 
winner’s curse, which happens when the winning 
bid exceeds the value of an item. Consequently, 
the participants of an auction will bid lower than 
their best estimate of the value. He also found that 
the greater the uncertainty is the lower will be the 
final price of an object and this tends to be magni-
fied when some bidders are better informed than 
others.

WHO ARE THE NOBEL PRIZE 
WINNERS OF 2020?

This year’s Laureates, Paul Milgrom and Robert Wilson, have won the Nobel Prize for their improvements 
to auction theory and its practical applications. Robert Wilson and Paul Milgrom are both American pro-
fessors at Stanford University where they are known for their work in game theory, industrial organization 
and auction theory.

Covered by  Ruben Bento
First-year Master student  in Economics

However, in most auctions, the bidders have both 
private and common values. For example, when 
an energy company bids to extract natural gas, 
the bid will depend on the size of the gas reser-
voir (common value) and on the cost of extract-
ing (private value that depends on the technology 
the firm has). The contribution of Paul Milgrom 
comes up in this context during the 80s. Milgrom 
found that in this case, an auction will generate 
more revenue the more information the bidders 
can extract from the auction process. For example, 
in an English auction, where the auctioneer starts 
with a low price and raises it, bidders will obtain 
information about the valuation of other bidders 
when they give up. However, in a Dutch auction, 
where the auctioneer starts with a high price and 
reduces it until someone bids, no new information 
will be generated during the auction. Therefore, the 
winner’s curse is greater in these auctions reducing 
the final price. Milgrom then concluded that the 
seller has an incentive to provide as much informa-
tion as possible about the auctioned object.

CONTRIBUTIONS TO AUC TION THEORY

Salvador Mundi, a Leonardo da Vinci painting 
which was sold for 450 Million USD in an auction
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Auctions have been used for a long time. However, 
contrary to the past where auctions were used in a 
simple way, auctions are now used in complex markets 
to sell difficult products. What is fascinating about this 
year’s Laureates is that they have not only developed 
the theory, but they also applied it to reality.

Their most famous contribution is the auction they de-
signed for the US authorities to sell radio frequencies 
that were previously randomly assigned, almost for 
free, generating a second-hand market for these licens-
es, representing many billions of dollars. These licenses 
are very complex to sell because it involves multiple 
buyers and an enormous number of licenses which are 
complements of each other, for example, a firm only 
wants a license in one part of the country if it can also 
obtain another license in another part of the country.  
As the operator does not know the outcome of future 
auctions, it is very difficult to assess how much they 
should pay for the license which would result in bids 
below the real value to avoid the winner’s curse.

Milgrom and Wilson invented an entirely new auc-
tion format for these situations, the Simultaneous 
Multiple Round Auction (SMRA). This auction offers 
all licenses of all locations simultaneously, starting at 
low prices and allowing bidders to make new sealed 
bids in each round. At the end of each round, all the 
top bids for each license are revealed and the bid-
ders can once again bid or even withdraw their bid. 
This process continues until one round is completed 
where no changes are made. In this way, firms can 
make higher bids because they will not be stuck 
with a license that in the end is useless to them.

This auction format has generated more than 200 
billion dollars and was adopted by many countries 
in various contexts such as sales of electricity and 
natural gas. This year’s Laureates won the Nobel 
Prize by finding a way to avoid the winner’s curse 
which has benefitted sellers, buyers, and taxpayers 
all around the world.

Robert Wilson and Paul Milgrom

APPLICATIONS TO REALIT Y

Source:  Elena Zhukova
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The Quantity Theory of Money is the proposition 
that, in the long run, an increase in the quantity of 
money brings an equal percentage increase in the 
price level. It can be summarised as a simple expres-
sion, called the equation of exchange, according 
to which changes in the value of money are deter-
mined by the quantity in circulation:

     MV=PY

In the expression, P is the price level of goods and 
services, Y is the national income, M the supply of 
money that we can simply think off as “cash” or M2 
(there are many definitions of money, from M1 to 
M4) and V is the so-called velocity of circulation or 
velocity of money. This concept can be viewed in 
2 different ways. On one hand, it can be seen as a 
simple equilibrating variable, the result of nominal 
spending (PY) divided by the money supply (M). 
On the other hand, it can be seen as a real variable, 
that is, it is reasonable to refer to it as the average 
number of times a dollar of money is used annually 
to buy goods and services that make up YP.

QUANTIT Y THEORY OF MONEY: THE 
MECHANISM OF PACE

What does this figure show us? Why does it worry so many economists? How can this impact inflation in 
the US? To understand this graph, it might be useful to look at one of the oldest economic surviving doc-
trines, the Quantitative Theory of Money.

Covered by  João Carvalho
Third-year Bachelor student  in Economics

This equation only becomes the quantity theory of 
money if we assume that (1) the velocity of circu-
lation is not influenced by the quantity of money 
and (2) potential GDP is also not influenced by the 
quantity of money. Assuming then a constant V we 
have that one can say that a dependable relation-
ship between nominal national income (PY) and 
M exists in the form of money demand function. In 
practise, it hypothesizes that when money becomes 
abundant, its value or purchasing power falls, and 
consequently the average commodity prices rise. 

But where does this lead us? As this brief and 
rather simple view on the Quantity theory of 
Money explains, the velocity V is assumed con-
stant. Then, what can happen when it suddenly 
changes? Applying some derivatives to the equa-
tion of exchange, one has the following:

    Inflation rate= money growth rate + rate of veloc-
ity change – real GDP growth rate

Source:  Federal Reserve of Saint Louis

Graph 1- Velocity of M2 money stock vs M2 money stock in the US
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To show the importance of the variation of V that was 
mainly assumed constant until the 1980s, we are going 
to look at data from one of the best examples, Japan. 
The graph shown above (Graph 2) compares the veloc-
ity of money in the Eurozone, US and Japan. Here one 
can see that Japan experienced more than 15 years 
of decreasing velocity of money during the period 
that goes from 1998 to 2015. What does that mean? 
It means that, during this period, people decided to 
hoard money rather than spend it. This phenomenon 
may have various reasons that go from safety (visible 
during the financial crisis and the increase in suspicion 
above banks) to falling interest rates that reduce the 
payoff of holding money.

But what were the implications of such a phenome-
non? Looking into historical data (Graph 3) one can also 
see that this period was followed by a great tendency 
towards deflation (the persistent decrease of the price 
level during a given period). Looking again into the 
quantity theory of money, deflation occurs when the 
growth of money in circulation is lower than the real 
GDP growth rate minus the growth rate of the veloc-
ity. Intuitively, and ignoring other important variables, 
it does make sense. If economic agents consume at a 
much slower pace real GDP will suffer creating nega-
tive impacts on the job market and leaving a country 
in a deflationary gap that leads in to the referred defla-
tion and to the decrease in real wages, that was also 
true during this period.If economic agents consume 
at a much slower pace, real GDP will suffer, therefore 
creating negative impacts on the job market and con-
sequently leaving a country in a deflationary gap that 
results in the referred deflation and a decrease in real 
wages, which was also observed during this period.

Arguments can then be raised about the interven-
tion of central banks. Neither the European or the 
American economy followed the same path, but a 
clear link between velocity of money and inflation 
cannot be denied. The case of Japan is thus a special 
case that occurs in an economy controlled by agents 
with a much different culture, but their example was, 
and still is extremely valuable.

 Looking back to the US case, we have seen 
that the money supply is increasing and at the same 
time velocity is decreasing. Remembering that de-
flation occurs when the growth of money in circula-
tion is lower than the real GDP growth rate minus 
the growth rate of the velocity and that global econ-
omies are heavily falling due to the COVID crisis, 
the US might be about to experience a big period 
of inflation. The intervention of the Federal Reserve 
is thus extremely important. What will happen is al-
ways uncertain and the contingent aspect of history 
might be misleading, nevertheless we shall always 
be aware of signs like this.

Source:  Federal Reserve of Saint Louis

Source:  CSLA, CEIC Data Source:  Tradingeconomics

Graph 3- Inflation rate during the period between 1998 and 2015Graph 2- US, Japan and Eurozone money velocity

Sources:
Parkin; Powell; Matthews. “Economics”, (2005).

Humphrey; Brunner. “The Quantity of Money: Its Histori-
cal Evolution and Role in Policy”, (1974).

Wlaker, Francis. “The Quantity-Theory of Money”, (2017).
Werner. “Towards a New Monetary Paradigm: A Quantity 
Theorem of Disaggregated Credit, With Evidence From 

Japan”, (1997).
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As most of us know, change is not always easy, 
especially in the workplace. A recent study from a 
team of Harvard professors suggests that there has 
been a significant decrease in employee productiv-
ity during the transition to remote work. This work 
took place in U.S business firms during March and 
April and is heavily based on other research papers 
on the matter. The authors explain that, overall, pro-
ductivity decreased unevenly in small businesses 
across most sectors, the most affected being the 
ones classified as having less capacity for remote 
work. Around 36% of firms believe that about 40% 
of employees would continue working remotely. 

What this shows is that, even after the pandemic is 
over and society goes back to normal, the nature of 
work will have changed in many firms across most 
developed countries. 

Looking at a more macroeconomic point of view, 
professors Filippo di Mauro and Chad Syverson 
believe that, within the medium-term, job detach-
ments and persistent unemployment may cause 
workers to lose skills. This tells us again that firms 
will have a productivity loss, causing an infinite 
loop. Also, by closing down borders and restricting 
movement, transactions costs will likely increase for 
the movement of goods and labor across borders, 
threatening the productivity gains firms achieved 
during recent years leaving them, as well, with more 
difficulties in finding the necessary labor skill sets, 
even among neighboring countries. 

EMPLOYEE PRODUC TIVIT Y AND 
ITS RELEVANCE DURING AN 
INTERNATIONAL CRISIS

As time passes, people and companies are getting more and more capable of adapting to the COVID-19 
pandemic and its repercussions. Although changes are being made, these still require resources to go 
back to the initial living standards established before the crisis. Every day, there is an increasing need to 
adapt and learn new skills to overcome this situation.

Covered by  Daniel Silva
Second-year Bachelor student  in Economics

It is clear by now that employee productivity within 
firms is decreasing during these times, and will 
probably have long-lasting consequences in the 
future, however, how important is employee pro-
ductivity and how is it possible to improve it?

A research project developed by Christian Krekel, 
George Ward and Jan-Emmanuel De Neve studied 
the relationship between employee wellbeing, pro-
ductivity and firm performance. This study was con-
ducted having in mind 2 million employees from 
230 independent organizations across 73 countries. 
The economists concluded that there is a strong, 
positive correlation between employee wellbeing, 
productivity, and firm performance, and, although it 
is only a correlation effect, the evidence is so strong 
that it is steadily amounting to a positive causal 
relationship as long as there are enough studies 
done in this area. But how can this be explained? 

Well, there are different approaches to this, there is 
the human relations theory, the expectancy theory 
and the emotional theory. The human relations 
theory suggests that higher employee wellbeing 
is associated with higher morale, which, in turn, 
leads to higher productivity, whereas, the expec-
tancy theory argues that employee productivity 
follows from the expectation of rewards. Lastly, the 
emotional theory says that employees’ emotional 
states affect their productivity and that positive 
emotions lead to greater motivation, and hence 
better job outcomes.
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So far, we have established how the pandemic affected 
employee productivity and how relevant this variable 
is in firms and their performance. What is left now is to 
discuss how to improve productivity during this inter-
national crisis. 

All previous studies discussed possible measures, al-
though each firm has its own reality, there are general 
guidelines to follow, especially during the upcoming 
times. Such as a consistent measurement of employee 
wellbeing in firms as well as their productivity, also, in-
terventions aimed at raising productivity should focus 
on making jobs more interesting, target social relation-
ships, and improving work-life balance.

The pandemic may encourage the adoption of new 
technologies to accelerate automation in production. 
However, it is necessary to ensure that the productivity 
improvements are not unevenly distributed, as previ-
ously mentioned.

All in all, although there are many consequences 
originated by the pandemic, governments and busi-
nesses should not forget about this relevant vari-
able. People are getting more and more fatigued by 
the day, so we should not look away from employee 
productivity, since it is proven to be a critical part 
of every organization and, consequently, of every 
country.

Source:  Paul Trienekens

Sources:
VoxEU (1)
VoxEU (2)
VoxEU (3)
VoxEU (4)
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Covered by Carolina Carraca
Second-Year Bachelor student in Economics

WHAT ABOUT CULTUR(AL ECONOMICS)?

Have you ever tried to find a complete and objective definition of culture? Looking in the dictionary you 
may find an entry such as “the customs and beliefs, art, way of life and social organization of a particular 
country or group”. This raises the question: to which extent does culture have a relevant impact on social 
interactions and therefore on social sciences, such as Economics?

To better understand this, we should first think 
about variables and an economic model to explain 
this effect. Thus, supposing that cultural variables 
are incorporated into a baseline endogenous eco-
nomic growth model, factors such as achievement 
motivation have a positive effect on economic 
growth while other factors such as attitudes con-
cerning post-materialism have a negative effect on 
economic growth. We also know that models like 
the Romer Model contemplate aspects such as the 
number of researchers, their productivity and the 
contribution of new inventions to the Economy 
that might explain how individual motivation and 
the creation of new ideas may generate a positive 
impact on the economy.

Therefore, we can say that culture is found to affect 
Economic performance and thus lead to economic 
development by not only stimulating individual 
motivation, but also developing social capital in the 
population.

Besides economic models, we can also look at stud-
ies and surveys done in the area to better under-
stand how culture impacts the level of development 
of a certain country. For instance, have you ever 
heard about the World Values Survey (WVS)? It is a 
global research project that explores people’s values 
and beliefs, how they change over time and what 
social and political impact they have. This survey 
takes a representative national sample from coun-
tries with different cultures; then, based on the an-
swers received, an index is built. For that to happen, 
there is a set of questions related to each country´s 
culture and behaviours that emphasize their opin-
ions on important subjects such as religion, tech-
nology, traditional family values, equality and so 
on( for example:  “In the long run, do you think that 
scientific advances we are making will help or harm 
mankind?”).

By studying the survey´s results it is possible to es-
tablish a bivariate relationship between the index 
and rates of economic growth per capita across 
countries.

Source:  World Values Survey
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Looking at the graph on the last page, we may assume 
that there is a positive correlation between cultural 
values and each country´s economic growth, GDP per 
capita and HDI. In one hand, African-Islamic countries 
(that tend to have a poor economic growth),  have 
higher values for Y (Traditional VS Secular-Rational 
Values) than for X (Survival VS Self-Expression Values) 
meaning that the importance of religion and tradi-
tional family values are really emphasized while they 
tend to belittle factors like gender equality, growing 
tolerance of foreigners or even environmental protec-
tion. On the other hand, we have countries like Swe-
den( inserted on the Protestant Europe group) and 
Canada (from the English-Speaking group, with high 
GDP per capita and high indexes of development; all 
of this is reflected on a higher value for X, increasing 
the importance given to self-expression values and 
therefore a higher tendency to be in favour of new in-
novative ideas).

In fact, culture´s impact on economies can also be 
measured by other economic indicators such as birth-
rates. In a recent study conducted by Paola Giuliano, 
a professor at UCLA, on adult Europeans living with 
their families, it was found that those of Southern Eu-
ropean descent tend to live at home with their fami-
lies longer than those of Northern European descent. 
Giuliano added cultural critique to her analysis of the 
research, revealing that it is Southern European cul-
ture to stay at home longer and then related this to 
how those who live at home longer have fewer chil-
dren and start families later, thus contributing to Eu-
rope’s falling birth-rates. Giuliano’s work is an example 
of how the growth of cultural economics is beginning 
to spread across the field.

Besides, and having into account what was said be-
fore, we may say that culture also contributes to 
a more sustainable development of societies and 
consequently to more advanced societies. There are 
already economists trying to prove this, namely Da-
vid Throsby, that has proposed the idea of culturally 
sustainable development which compasses both the 
cultural industries (such as the arts) and culture (in 
the societal sense). This includes a four-criteria set 
to which policy prescriptions can be compared to 
ensure growth for future generations. These are: ad-
vancement of material and non-material well-being 
(implying balance amongst economic, social, and 
cultural forces); intergenerational equity and main-
tenance of cultural capital (current generation must 
recognize their responsibility to future generations); 
equity within the present generation (distribution of 
cultural resources must be fair); recognition of inter-
dependence (policy must understand the connec-
tions between economic, cultural and other variables 
within an overall system).

To conclude, we may say that culture impacts eco-
nomic outcomes as much as economic variables: a 
country´s ideology, social norms and beliefs will al-
ways have a direct impact on behaviours, which may 
lead to more developed countries characterized by 
high growth rates and better quality of life.

Source:  World Values Survey

Sources:
Granato, Jim; Inglehart, Ronald; Leblang, David. “The Effect of Cultural Values on Economic 

Development: Theory, Hypothesis, and Some Empirical Tests”.
Ntibagirirwa, Symphorien. “Cultural Values, Economic Growth and Development”.

Marini, Annalisa. “Cultural Beliefs, Values and Economics: A Survey”.
World Values Survey

Guiso, Luigi; Sapienza, Paola; Zingales, Luigi. “Doas Culture Affect Economic Outcomes”.



N E C  M A G A Z I N E

1 4 N E C  A R T I C L E

A NATION OF PRISONERS
ECONOMICS OF INCARCERATION

Covered by  Francisco Pereira
First- year Master student in Economics

Prisons have been a cornerstone of organized society with some of their modern versions being born 
out of the enlightenment vision of a better human being, one which could be reformed, as opposed to 
simply executed or tortured. But how has the prison system, in the United States, evolved in recent times 
and how has the intersectionality between economic and historical processes influenced that evolution?

This includes:
Public Employees- 30.4 billion dollars
Health care- 12.3 billion dollars
Construction- 3.3 billion dollars
Utilities - 1.7 billion dollars
Food -2.1 billion dollars
Private corrections- 3.9 billion dollars

Despite having an overwhelmingly Public Correc-
tions System, there are several private companies 
that provide essential services, going along with re-
cent trends of privatization. Namely in private pris-
ons, which act as an ever more important extension 
of a bloated public system.

Private prisons are a booming sector even though 
they still hold a small percentage of the prison pop-
ulation (about 8,5% in 2016) and they have felt a 
shrinkage in numbers under the final years of the 
Obama Administration (Data for the Trump admin-
istration still not available).

It is still remarkable that since the year 2000, pris-
oner’s population in private prisons has grown five 
times faster than the overall incarcerated popula-
tion. Illegal migration has also been a profitable 
business with private prisons holding 73% of de-
tainees in 2016. With an expanding market we have 
seen the emergence of a few key players like the 
CIVIC and GEO group which are publicly traded and 
an influential lobbying group. While their official 
position has always been that they don’t lobby for 
longer sentences and overcriminalization, it is hard 
to deny that their business model entirely relies on 
a constant flow of new criminals.

The US has the highest prison population in the 
world both in absolute and per capita terms. Even 
though it composes only 5% of the world popula-
tion it holds 25% of the world’s prisoners.
This has not always been the case, only in the 1970s 
did the prison population start to increase expo-
nentially. Capitalizing on a message of law and or-
der and “toughness on crime”, politicians from both 
parties started implementing increasingly more pu-
nitive policies. 

In 1971, Nixon declared the infamous “War on drugs”, 
now known to be a political attempt of associating 
drug usage with minorities and perpetuating racial 
fears in return for electoral success. This shift to-
wards the heavy criminalization of substance abuse 
had profound impacts on the fabric of criminal con-
viction. In 1975 only 27% of detainees in federal 
prisons were convicted of drug-related offenses, 
by 1995 that number was 61%. The prison popula-
tion would then nearly double under Reagan, from 
329.000 to 627.000, in just eight years and the trend 
continued with the 1994 Bill Clinton crime law.

As the prison population increased, infrastructure 
had to expand with it, creating an ever-growing 
system of mass incarceration.  It’s interesting to ex-
plore some of the costs involved; looking through 
the different stakeholders of this system might help 
us understand the reason for its existence. The to-
tal cost for mass incarceration is estimated to be 
around 182 billion dollars yearly, including policing 
and judicial costs. If we focus on Public correction 
agencies the cost is about 80.7 billion dollars.
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Sources:
Prison Policy Initiative

Washington Post
Brennan Center

Shah & Scherrer (2017)

The mercantilization of incarceration has fierce de-
bate history with proponents arguing that it pro-
duces lower costs and higher quality of care and 
opponents denouncing the questionable ethicality 
of profiting from imprisonment, citing the skewed 
profit incentives and denouncing prison labour as a 
legacy of the extreme racial divides that still plague 
the nation.

The Prison Industry Enhancement Certification 
Program (PIECP) of 1979 was the first to establish 
the framework that allows  private companies to 
contract prison labour and operate prisons them-
selves. The PIECP allows for companies as varied as 
Starbucks, Boeing and Victoria Secret to use prison 
labour. A curious fact is that these companies may 
promote their products made in prison with the 
“Made in America” label.

Altogether, the commercial usage of labour, tough 
growing, only affects small percentages of the pris-
on population. Most of the prisoner’s work is for the 
preservation of the prison itself (laundry, kitchen, 
food distribution). Without this work the system of 
mass incarceration would hardly be feasible finan-
cially as well as logistically. Average wages for these 
roles range from 0.14 dollars to 0.63 dollars an hour 
whereas in some states like Florida, Georgia and 
Texas it is entirely unpaid.

The possibility of full-time wages below the minimum 
wage comes from an exception in the section one of 
the 13th amendment that quotes  “neither slavery 
nor involuntary servitude, except as punishment for 
crime whereof the party shall have been duly convict-
ed, shall exist within the United States, or any place 
subject to their jurisdiction” meaning that although 
forced labour is illegal, it can be used as punishment 
for incarcerated people. Civil right activists and mem-
bers of the abolitionist movement have longed ar-
gued that this exception was purposefully allowed in 
order to create an alternative system for the recently 
abolished slavery.

It is impossible to understand the Mass Incarceration 
system without the legacy of racism and the plethora 
of economic and business interests which profit from 
said system. Nonetheless, there is increasing political 
pressure for reform. As the US struggles with Police 
brutality and racial inequality, a growing consensus 
on the need for change is emerging, one which would 
guide the nation forward through a different path.

Source:  Prison Policy Initiative
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Climate change and global warming have been 
highly discussed issues over the past few decades. 
More recently, these matters started gaining 
weight on a national and supranational level: in 
2016, the Paris Agreement brought together almost 
200 countries to focus on controlling the global 
average temperature; started in 2019, the European 
Commission’s Green Deal aims to make Europe 
the first climate neutral continent by 2050; and in 
September 2020, Xi Jinping pledged to cut China’s 
carbon dioxide emissions to almost zero by 2060. 
These are a few examples of the efforts put towards 
fighting climate change, but what is there to worry 
about?  

Diffenbaugh, N. S., & Burke, M. (2019) tried to esti-
mate the impact of global warming on economic 
inequality. The authors merged empirical evidence 
of the relationship between temperature oscilla-
tion and economic growth with forecasts of tem-
perature trajectories, finding that human-related 
activities have most likely increased inequality 
between countries. They state economic inequality 
has decreased over the past decades but suggest 
the breach could have narrowed faster without the 
effects of global warming. From 1991 to 2010, rises 
in temperature derived from human activity seem 
to have benefited richer countries, whereas poorer 
countries faced 10 to 30% decreases in GDP per 
capita (Figure 1). In the long run, the forecast by 
the two researchers suggests global warming will 
likely spur growth in cool countries and decrease 
growth in warm countries. This poses an issue as 
most warm countries are less economically devel-
oped than cooler countries. A 2020 McKinsey Global 
Institute report particularly highlights the risk to 
Asian countries. Associates estimated that with 
absence of environmental policies, 75% of global 
capital stock will be at risk by 2050 due to severe 
floods. Cambodia, Indonesia, and Bangladesh 
are a small sample of countries where local GDP 
growth can be at risk due to increases in heat waves 
and humidity, since they are more dependent on 
outdoor work and natural capital.

THE COST OF CLIMATE CHANGE

2020 has been marked by historic natural events: wildfires, hurricanes, floods, deforestation, record tem-
peratures and rising sea levels. However, these are not recent problems. Scientists place climate change 
and global warming behind these disasters, and despite attempts to tackle them, the associated cost is still 
uncertain. 

Covered by  Isabel Caldeira
Third-year Bachelor student  in Economics

However, the fight against climate change is not 
free of charge. Therefore, disagreements regard-
ing views on how to solve these problems are not 
uncommon. For example, Poland started by under-
mining EU’s efforts to climate neutrality, arguing 
that funds and responsibilities were not fairly dis-
tributed across member-states. Coal is the coun-
try’s primary energy supply, accounting for 47,1% of 
total share in 2018, meaning targets to lower carbon 
emissions raise concerns regarding competitive-
ness and employment. In fact, between 1989, the 
year when the Polish government started efforts to 
reform the coal industry, and 2018, employment in 
coal mining decreased roughly 79%. Nonetheless, 
following the EU’s pressure, the Polish Mining 
Group eventually agreed to gradually decrease 
production until 2049. Countries including the UK, 
the U.S., Canada, and Denmark also face the same 
issue since increased competition from renewable 
energies has helped prompting the phase out of 
coal usage. Babiker, M. H., & Eckaus, R. S. (2007) 
addressed this issue, emphasising the need to use 
policies targeting greenhouse gas emissions along 
with counteracting labour market policies. For the 
U.S., the authors suggested the absence of coun-
teracting policies can lead to decreases in GNP 
of 4%, mainly due to labour mobility and wages 
rigidity. COVID-19 has also had an impact on how 
countries view climate change agreements, with 
many wanting to focus on the short-term economic 
effects of the pandemic, and not on the long-term 
effects of climate change. 
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The true social and economic impacts of climate change are and most likely will keep on being undetermined. 
However, the belief that costs will outweigh benefits if the issue is not addressed seems to be prevalent. Dis-
parities between countries may increase the likelihood of ‘free riding’ while reaching proposed targets, but 
international pressure may revert this tendency. In the closing session of the 2020 EU Green Week, Ursula von 
der Leyen stated “[Mayors and local politicians, farmers and producers, business people and leaders] have 
understood that there is no choice between nature on the one hand and the economy on the other. What is 
good for nature is good for the economy.” Nonetheless, the fight against climate change seems to be more 
complex than we think. 

 

Source:  Tradingeconomics

Source:  Diffenbaugh, N. S., & Burke, M. (2019)

Figure 1 – Historic economic impact of global warming at a country level (countries’ presence between the two 
periods varies due to lack of data)

Sources:
European Commission

Financial Times (1)
Financial Times (2)

Vox EU
United Nations 

EURACOAL 
McKinsey Global Institute (1)
 McKinsey Global Institute (2)

Diffenbaugh; Burke.  “Global warming has increased global economic inequality”, (2019).
Babiker; Eckaus. “Unemployment effects of climate policy”, (2007).
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TIMELINE OF EU’S REAC TION AND 
MEASURES TO FIGHT COVID-19

Covered by  
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The COVID-19 outbreak is an unprecedented shock for both the global economy and society. The 
challenge for policymakers is to strike a proper balance between containing the virus and creating 
the conditions for economic recovery. This crisis has shown EU citizens that, more than ever, coordi-
nated action by the European institutions and politicians is crucial. 

«WE MUST LOOK OUT FOR EACH OTHER, WE MUST PULL EACH OTHER THROUGH THIS. BECAUSE IF 

THERE IS ONE THING THAT IS MORE CONTAGIOUS THAN THIS VIRUS, IT IS LOVE AND COMPASSION. 

AND IN THE FACE OF ADVERSITY, THE PEOPLE OF EUROPE ARE SHOWING HOW STRONG THAT CAN 

BE.» 1

PANDEMANOMICS 

The term Pandemanomics or pandemonics refers to the economics of a pandemic. Indeed, pushing 
through the economic recovery whilst trying to contain a pandemic can be very challenging. 
Therefore, the speed of policy response and the size of the economy are key factors. 
When lockdowns are imposed, tension between health outcomes and economic goals arises, as they 
induce an economic free fall. In this regard, there seems to be a general pattern between epidemic 
alleviation responses and economic contraction, as shown in the following chart.

          

             

1     - Ursula Von Der Leyen, president of the European Commission, at the plenary session of the european 

parliament (26 march 2020)
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Generally speaking, a sharp and deep con-
traction is followed by a period in which the 
economy remains depressed while the virus is 
brought under control (trough). This phase is 
then followed by an S-shaped recovery – a slow, 
but steady acceleration in growth, followed by 
a deceleration, as the economy approaches its 
pre-pandemic levels. 

The main economic challenge lies in shorten-
ing the free-fall phase through early detection 
and containment. Then, the goal is to reduce 
the time spent in the trough, while also making 
satisfactory progress on containing the virus. 

An effective, widely deployed vaccine would, 
of course, accelerate the recovery, even allow-
ing for a U-shaped recovery if it arrived soon 
enough. Nonetheless, as matters stand, that 
scenario seems unlikely.

As everyone knows, this did not happen, since 
most countries failed to shorten the free-fall 
phase and the virus spread at an exponential 
growth. The following timeline shows what 
really happened since the beginning of the 
COVID-19 outbreak and which actions were 
taken by the European Union.

DEC. 31

Chinese authorities treated dozens of cases of 
pneumonia of unknown cause.

JAN. 11

China reported its first death.

JAN. 20

Other countries, including the United States, 
have confirmed  cases.

JAN. 24

First European case in France.

The first five confirmed cases were all individu-
als who had recently arrived from China. 

A Chinese tourist who was admitted to hospi-
tal in Paris on the 28th of January died on the 
14th of February, making it the first COVID-19-
related death in France, as well as the first one 
outside Asia. A national lockdown was imposed 
on March 17, 2020.

JAN. 30

The World Health Organization (WHO) declared 
a global health emergency.

FEB. 23

Italy saw a major surge in cases. 

Starting on this date, Italy imposed a series of 
restrictions of increasing severity, namely, the 
lockdown of Codogno, the geographical area 
where the first COVID-19 cases were registered.

The COVID-19 outbreak and the associated con-
tainment measures pushed Italy’s economy into 
a deep contraction. According to the Italian 
National Institute of Statistics (ISTAT), real GDP 
fell by 5.3% in the first quarter of 2020, led by 
sizeable declines in investment and exports.

ISTAT estimated that, in March 2020, retail 
sales decreased by 20.5% in value and 21.3% 
in volume versus last month. On a year-on-year 
basis, the value of retail sales decreased by 9.3% 
for large scale distributors and 28.2% for small 
retailers

MAR.2

The president of the European Commission, 
Ursula von der Leyen, established a response 
team to the coronavirus crisis at political level 
to coordinate member’s response.  

MAR.11

WHO announced declared COVID-19 outbreak 
as a pandemic.
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MAR.19

Christine Lagarde, President of the ECB, 
made a declaration about the coronavirus 
crisis.  
She considered it «an extreme econom-
ic shock», not only in the Eurozone, but 
worldwide. She also characterized it as an 
unprecedented crisis, since, in comparison 
with other great crises, it affected all coun-
tries and economies across the globe and 
also, these ones, had to be “switched off”.

As a result, it was expected that the «eco-
nomic activity across the euro area [would] 
decline considerably». There were several 
reasons for this to happen:

1.The lockdown forced people to stay at 
home, that is, schools, firms, fabrics, be-
tween others, had to remain close. This im-
plied that, when it was possible, people had 
to work from home. Having those in consid-
eration, it was expected firms’ insolvency 
and therefore was eminent the redundan-
cies of workers.
there was a reduction in consumption. 

2. Once people had to remain at home 
and there were several businesses closed, 
there was a Rreductione in consumption. This 
was led not only from the factors previously 
described but also due to a decrease in ex-
ternal consumption. For example, business 
related to tourism were almost switched off, 
since the lockdown was, in general, global., 
domestic and externalInternal and external, 
including services, tourism , exports, imports, 
between others. This is the mainly result of the 
lockdown, the decrease in the job offer or in-
crease in unemployment and increase in un-
certainty. 

3. Due to the last oneDue to lower con-
sumption and firm’s insolvency, these ones 
decided to , firms will postpone investment, 
another main indicator tomajor component 
of a country’s GDP.

So, according to the president of the ECB, the 
main goal would be is to «“ensure that the 
downturn [was]is no longer and deeper than 
it  needs[needed] to be»” and, therefore,, and 
so public policiesmeasures musthad to be tak-
en to face this crisis. 

MAR.12

Black Thursday – Stock Market Crash

On March 12, the Dow Jones Index hit an all-time low, in a day later known as “Black Thursday”. 
Generally, stock markets are the fastest to react when faced with economic shocks and this was 
not an exception. 
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CREATION OF PEPP:

To ensure price stability, the ECB created the Pandemic Emergency Purchase Program (PEPP). It 
consists of an unusual monetary policy instrument, which was implemented mainly to guaran-
tee proper levels of liquidity in Eurozone countries. Although the initial package had €750bn , 
the ECB later opted for an expansion towards €1350bn. This program is expected to finish once 
the Governing Council consider the crisis is over. 

The measures embodied in the program include the purchase of private and public sector securi-
ties. There is no formal percentage spent in each purchase, that is, the ECB will try to balance the 
acquisition of public and private assets in order to achieve its main monetary goals. 

On the one hand, when the ECB buys bonds from banks, it expands the amount of money in the 
banking system and increases the price of bonds. Interest rates are then supposed to decrease, 
cheapening loans. This translates into lower funding costs, thus facilitating access to credit. Con-
sequently, consumption and investment are bound to increase, since households’ wealth rose. 
As a result, GDP is bound to increase.

On the other hand, when the ECB buys private assets, firm’s liquidity increases, allowing them to 
have greater access to credit, which can be used to boost production and investment, via labor 
and capital inputs expansion, tackling unemployment. Finally, with greater production and em-
ployment, GDP increases.
With this, companies are more able to boost production, through an expansion in labour and 
capital, fighting one of the main problems in this crisis, unemployment. So, labour, employment 
and finally GDP would increase.

APR. 2

Creation of SURE

The temporary Support to mitigate Unemployment Risks in an Emergency (SURE) is a temporary 
loan-based instrument for financial assistance. It would provide financial assistance during the 
time of the crisis, in the form of loans granted on favorable terms from the EU to Member States – 
of up to €100 bn in total – to address sudden increases in public expenditure for the preservation 
of employment. Specifically, the SURE instrument acts as a second line of defense, supporting 
short-time work schemes and similar measures to help Member States protect jobs and, thus, 
employees and self-employed against the risk of unemployment and loss of income.

In this regard, monetary policy plays a major role, as it allows to «keep the financial sector liquid 
and ensure supportive financing conditions for all sectors in the economy». Furthermore, the facts 
that «the risk-free curve has moved up and the sovereign curves (…) have increased everywhere 
and become more dispersed» meant price stability (main goal of ECB) was being threatened, rein-
forcing the importance of policy intervention.
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APR.14

The global economy slid towards contraction.

APR.30

Eurozone economy shrank at a record rate. The Eurozone economy shrank at the sharpest 
pace on record in the first quarter, as the COVID-19 pandemic forced countries into lock-
down. 
A first estimate of GDP between January and March showed a contraction of 3.8%, worse 
than during the 2008 financial crisis.

Creation of PELTRO’Ss  

In order to continually ensure liquidity in the Eurozone, the ECB also decided to implement 
a set of new longer-term refinancing operations, named PELTROs, contributing to an in-
crease in money supply, and also to smooth the money market. These ones were conceded 
at 25 points bases under the average interest rate used in the Eurosystem’s major refinanc-
ing operations.
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This measure allows an easier access to money, 
since the opportunity cost of holding money 
has decreased. Furthermore, banks can have 
more access to more money and also increase 
lending, which covers the increase in the de-
mand.

Finally, beyond all these measures to expand 
credit and money demand, the ECB also de-
cided, in order to give an extra boost to the 
economy, to decrease the lending require-
ments, making credit accessible to more peo-
ple and businesses.

MAY 26

The European Commission propose a major 
recovery plan for Europe

JUNE 4

The value of the PEPP was increased by 
€750bn.

JULY 21

EU leaders agreed on a €750bn recovery effort, 
Next Generation EU. Alongside the recovery 
package, EU leaders agreed on a €1074.3bn 
long-term EU budget for 2021-2027

JULY 30

The German economy saw the deepest de-
cline on record.

The German economy shrank at its fastest rate 
on record amid the impact of the coronavirus 
pandemic. The total production of goods and 
services declined by 10.1% during the April-
to-June period. It was the sharpest decline 
since Germany began producing quarterly 
growth figures in 1970.

SEPTEMBER 22

SURE was activated
In total, €87.987.9 € billions were given to 
17 EU member-states.

OCTOBER

Currently, the world is facing a second wave 
of the new coronavirus, after a long period 
of low infection rates. This situation has led 
European countries to reimpose new emer-
gency states, curfews and lockdowns. As 
previously seen during the first wave, lock-
downs lead to major contractions in the 
economy. If countries continue imposing 
new lockdowns over the world, creating 
the same vicious cycle, the economic re-
cession can be even more severe. This will 
lead to a higher dependence from stimulus 
packages designed by central banks. 
It is now clear that the world is facing the 
worst economic crisis ever witnessed. Fur-
thermore, since there is not much informa-
tion about this new virus and there is no 
actual vaccine, the world is still going to be 
involved in a period of enormous uncer-
tainty at a humanitarian level and an eco-
nomic level. 

Sources:
Michael Spence, Chen Long. Graphing the 

Pandemic Economic. 2020
Timeline-Council Actions on Covid-19. Euro-

pean Council of the European Union
Derrick Bryson Taylor. A Timeline of the Coro-
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INTERVIEWER :  What is the role, and how big 
is the impact, that uncertainty is playing in this 
current crisis?

ANA GOUVEIA :  Uncertainty is the key feature 
of this crisis. Uncertainty regarding the timing 
for a treatment or a vaccine and thus uncer-
tainty on the length of the duration of the crisis. 
Uncertainty creates – and understandably so 
– anxiety in our everyday life and leads to the 
postponing of important decisions. It makes 
the challenge for policy makers – in designing 
effective policy measures - even larger than in 
more normal, less uncertain times.

INTERVIEWER :  Which can be one of the 
misconceptions that we have heard about this 
current economic crisis?

ANA GOUVEIA : This is primarily a health crisis 
with severe economic and social consequences. 
The major misconception is that it would go 
away quickly, with some weeks a confinement 
back in March. And that once we find a vaccine, 
the crisis swiftly vanishes. Unfortunately, this is 
not the case.

INTERVIEWER :  Some assure that this eco-
nomic crisis will be harsher than the financial 
crisis in 2008, what is your view on this, and 
which are the 3 lessons learned from the previ-
ous crisis that can be applied in this one?

ANA GOUVEIA : The nature of the pandemic 
crisis is very different from the financial crisis 
and the economic crisis that followed, which 
calls for different support mechanisms, such 
as the short-time work schemes. You need to 
provide temporary support measures to the 
economy, as a substantial part of the crisis 
impact is not structural. 

INTERVIEW WITH PROFESSOR 
ANA GOUVEIA Interview Team: Diogo Roberto, Estibaliz Olalde     

That being said, and answering to your “three 
lessons” question, I’d point to three major dif-
ferences in terms of the public policy response 
to the current crisis, in comparison with the 
previous one: i) public policy supporting 
households and firms and ensuring effective 
public services: you cannot deal with a crisis 
by cutting back public spending and increas-
ing taxes; ii) the most vulnerable at the core of 
the public policy response, ensuring that no 
one is left behind by deploying effective social 
policies; iii) the joint response of the European 
Union, acting together to provide a decisive 
answer to the crisis.

INTERVIEWER : There has been a lot of talk 
about the strategic plan to face the upcom-
ing economic difficulties, what is the area that 
you think has more unexplored potential in 
Portugal?

ANA GOUVEIA : We have a very talented 
workforce and the Recovery and Resilience 
Plan that you refer to provides an additional 
boost to qualifications and skills, along the 
entire life cycle: from pre-school to vocational 
education training; from a more digital edu-
cation environment to long-life learning for 
those already working;  from incentives for 
those wanting to study fields such as engi-
neering to an added impulse to partnerships 
between the academia and our firms. 

“ YOU NEED TO PROVIDE 
TEMPORARY SUPPORT MEASURES 
TO THE ECONOMY, AS A 
SUBSTANCIAL PART OF THE CRISIS 
IMPACT IS NOT STRUCTURAL  ” 
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Unlocking the potential of every single person, 
leaving no one behind, will certainly make us 
stronger collectively and fairer as a society.

INTERVIEWER : There was a lot of talk about 
tourism a few months ago because it is a key 
industry in the Portuguese Economy and suf-
fered a lot with the lockdown and travel restric-
tions.  Do you think it is the most damaged 
sector and which others do you think will be 
specially damaged?

ANA GOUVEIA: Given the nature of the 
crisis, all those activities that rely on human 
contact were highly damaged and tourism is 
surely one of the most affected sectors. Let 
me recall that our tourism sector had an out-
standing performance in the past few years, in 
a sustained growth path and climbing up the 
value chain. In 2019, Portugal was ranked as 
the best destination in the world for the third 
consecutive year. Thus, we need to stand by 
our tourism firms and all those that work in the 
tourism sector so that they can weather the 
crisis and sustain the severity of this shock, to 
then resume the robust pre-crisis path.

INTERVIEWER : Considering the previous 
question, which policies do you think can help 
the economy more, policies directed to com-
panies or the ones more focused on subsidies 
to the people?

ANA GOUVEIA: It is certainly a combina-
tion of both. When subsidizing short-time 
work schemes (what in Portugal we called 
Layoff Simplificado and then Apoio à Retoma 
Progressiva we are supporting the income 
of our households and the liquidity of firms. 
When we provide credit guarantees, so that 
firms can access credit at low cost and with 
long maturities, we are ensuring that finan-
cially distressed firms can survive and keep 
their jobs. When providing income support 
directly to families we are also support-
ing private demand, essential to keep firms 
running. They are clearly intertwined.

INTERVIEWER : Do you consider that the 
European Funds coming to Portugal can be a 
good encouragement for the country to catch 
up to the EU?

ANA GOUVEIA: I am convinced that we are 
focusing on the right priorities: high quality 
private and public investment, qualification 
and skills, and policies aimed at promoting 
social and territorial cohesion. Not only will 
this allow us to grow but to grow in an inclu-
sive and sustained way. 

INTERVIEWER :Any message for the young 
generation?

ANA GOUVEIA: I trust that public policy 
will ensure that you have the conditions 
to study and to work in Portugal, thus con-
tributing to further enrich our country with 
your dynamism, your talent and your inge-
nuity. Whatever your field is, whatever the 
area you want to work in. It is not by chance 
that, this year for the first time, Portugal was 
upgraded to the club of “strong innovators” 
in the European Commission’s Innovation 
Scoreboard, and that we proceed with such 
a vibrant ecosystem of startup firms. 

The crisis will not stop this process. That is 
why public policy is targeted at improved 
social support for those wanting to continue 
studying, an ambitious action plan to ensure 
affordable housing, targeted employment 
support, fiscal incentives (such as IRS Jovem), 
tailored training, including in digital skills. 

And, because your generation cares about 
the future and was able to promote climate 
change to the top of the political agenda in 
the EU, we will proceed with decisive action 
concerning the climate challenges: 57% of 
the electricity in Portugal already comes from 
renewables, an outstanding result and that 
places us at the forefront of the energy tran-
sition; but we want to further improve, reach-
ing 80% in 2030. Isn’t this the country you 
want to live in?
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In this article, you can find the key takeaways from a survey conducted by the Nec’s events depart-
ment, regarding career prospects in Economics.

The survey was taken by 118 students- bachelor’s and master’s - studying economics, management 
and finance.  Since the results were relatively similar in all courses, the focus of the following analysis 
was the education level, with occasional references to the area studied.

SUMMARY OF THE “SURVEY  ON 
CAREER PROSPEC TS IN ECONOMICS” 

The Banking/Financial Sector is the 
one which sparks more interest in 
both  majors at the Bachelor’s level, 
followed by Intergovernmental Or-
ganizations.

Intergovernmental organizations 
is the most popular sector in both 
Masters in  Economics and in Man-
agement. 

Government/Public Sector is quite 
popular in both  as well. 
Education and research/think-tanks 
have a considerably superior inter-
est at a Master’s level compared to 
the Bachelor’s level. 

QUESTION:  WOULD YOU LIKE TO BE AN ECONOMIST? IF  YES,  IN 
WHICH SECTOR WOULD YOU LIKE TO WORK?
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International organizations, such 
as the ECB, are the ones Nova SBE 
students have  a most clear under-
standing of.  

At the Bachelor’s level, there is very 
few knowledge regarding consult-
ing  companies in the area of Eco-
nomics, according to the answers 
to the survey. The understanding 
is clearer at the Master’s Level, with 
more students having a more
complete understanding regard-
ing these companies. However, the 
consulting companies
still are the less known among the 
sample, even at the Master’s level.

Students have a good knowledge 
of Portuguese governmental insti-
tutions, such as the
Ministry of Finance. However, 
the IPP (Institute of Public Policy) 
doesn’t follow the trend.

QUESTION: ABOUT WHICH OF THE FOLLOWING INSTITUTIONS DO 
YOU HAVE A SUFFICIENTLY CLEAR UNDERSTANDING ABOUT THEIR 
ACTIVIT Y AND ROLE?
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QUESTION:IN WHICH OF THESE BRANCHES OF ECONOMICS ARE 
YOU MOST INTERESTED IN?

The branches of Macroeconomics; 
Public Finance and Political Econ-
omy are the  ones that spark the 
most interest - in both Master’s and 
Bachelor’s.
 
Clear interest amongst students on 
areas related to governments and 
governmental  policies.

 The same cannot be said regarding 
social policy, international  devel-
opment, migration and trade.  
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