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INTRODUCTION
There once was a group of university students from
a small Western European country. They saw their
Nation and the rest of the World fall into a Great
Recession that devastated its major economies.
Then, in 2012, this same group decided to do
something about it and showed up at the Ministry
of Finance offering to help with the Economic
Adjustment Programme for Portugal. This was the
starting point of a student club willing to use their
skills to do independent scientific research, to share
their love for Economics, and to make society a little
bit more knowledgeable about this social science
that impacts all of us. This marked the birth of the
Nova Economics Club.
Some years later, in 2016 to be exact, the succession
of those eleven students, alongside their school’s
Students’ Union, became aware of the need for
something that could bring the discussion of the
most relevant economic topics of the time to the
student community and society as a whole, in a
simple and open manner. Thus, Economia Viva was
born and started its ascent to the title of the biggest
conference cycle on Economics fully organized
by students in Portugal. The goal was to make
economics available for all people interested in it, for
all minds, because it impacts everyone. They wanted
to make it for all ideologies and opinions, for the
best solutions come from debating and discussing
different points of view. They needed a space for
all issues to be discussed upon scientific facts and
without constraints, as economics is such a broad
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science that it touches every aspect of our lives. They
wanted to make Economics for all, and so they did.
Now, five editions later, we have reached a point
where we want Economia Viva to be more than an
event. We want it to be more than a debate in which
one simply sits, listens, and goes home at the end of
the show. We want this simple student event to, once
more, surpass expectations and have a real impact
on our society. We have realized that our event has a
rich set of different opinions being exposed, so many
questions risen, so many important points said, and
so much relevant data presented. All these materials
could be used not only for the sake of discussion but
also to have a real impact on our society. This is why
the organizing team of Economia Viva 2020 is proud
to introduce you to our first ever Economia Viva 2020
Report.
This report synthesises the main points of six days of
discussion in order to make them easier to use and
to help policy makers make better decisions. Each
one of these debates had a great set of experts that
made themselves heard by the public but should
also be heard by anyone that has real power to
change. So here goes a plea to any policy maker
reading this document: do not stand idly by; do not
let this event and this document be important just
in the present; use what we have gathered to help
you in your line of work; and, above all, make a
difference.
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OUR HISTORY
Partnership with
Instituto Português
do Desporto e
Juventude (IPDJ)
was first signed.

2016

2017

Economia Viva (EV) is held for the first
time, after an agreement between
Nova Economics Club (NEC) and Nova
Students’ Union (Nova SU) in the
previous year. The goal was to foster
the economic debate in the faculty.
Mário Centeno, Mariana Mortágua
and Benjamin A. Rockwel were
present as speakers.

2021

Partnership with
Banco de Portugal
was first signed.

2018

To establish the tradition, the second
edition was also held in February. The
aim was to consolidate the success
the first one had accomplished. The
number of debates was reduced, and
advertisement was increased in order
to raise more awareness. Carlos Costa,
Catherine Moury and Pedro Siza Vieira
were present as speakers.

2020

Nova SBE goes
to Carcavelos
Campus

The third edition marked a new era in the
history of EV. The debates were reduced
again, and an immersive marketing
campaign was created to gather the whole
school around this event. It was in this
same year that the event achieved the
milestone of 1000 participants. André
Sapir, Maria Luís Albuquerque and Vítor
Bento were present as speakers.

2019
Partnership
with the
European
Commission
was first signed.

Wonder what’s coming….

The fifth edition focused on the
international level of the biggest cycle
of conferences about Economics
organized by students in Portugal.
The 1400 registrations for the whole
event and the major number of
international guest speakers made
sure the growing trend continued for
another year. This edition also marked
the first report on the event. Pedro
Duarte Neves, Maximilian Freier and
Ana Paula Serra were of the amazing
speakers of this edition.
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The fourth edition of EV was
the first to be held at the new
Nova SBE campus. It followed
up the success of the previous
three editions by adding a
greater number of international
speakers to the panels and
focusing a special attention in
the media. On the overall, it had
more than 1200 participants.
Álvaro Santos Pereira, Sofia
Tenreiro and Johannes Lindner
were present as speakers.

Partnership with
Santander Bank
and Fidelidade
Studio was first
signed.

GUEST SPEAKERS

Carlos Carreiras

Rita Cunha

Sofia Alves

Alexander Coutts

Mayor of Cascais

Nova SBE’s Vice-Dean

Head of the
Representation
of the European
Commission in Portugal

Co-Director of Nova
Behavioral Lab

Sandra Maximiano

Ângela Morgado

Clara Costa Duarte

Philipp Schepelmann

Assistant Professor of
Economics at ISEG

Executive Director of
ANP/WWF

Nova SBE Environmental
Economics Knowledge
Center

Project Co-ordinator at
Wuppertal Institute

Francesco Franco

Maximilian Freier

Pedro Duarte Neves

Ana Filipa Fernandes

Nova SBE Economics For
Policy Knowledge Centre

Senior Expert at the
ECB’s Fiscal Policies
Division

Former Vice-Governor of
the Bank of Portugal

Head of the Division
of Economic Studies
and Analysis, GPEARI,
Ministry of Finance
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Bibi Groot

Diogo Gonçalves

Director & Head
of Educational Policy
at CLOO Behavioral
Insights Unit

Founder of Nudge
Portugal

Miguel Araújo

Paulo da Silva Lemos

Deputy Director at
Museo Nacional de
Ciencias Naturales in
Madrid

Policy Officer at DG ENV
– European Commission

Rui Manuel Leão
Martinho

Daniel Fortuna
do Couto

Chairman of the
Portuguese Order of the
Econosmists

Vice-President of the
National Directive Council
of the Portuguese Order of
the Architects
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GUEST SPEAKERS

Enrique Galán

Rodolfo Lavrador

Paulo Portas

João Amador

Alternate Executive
Director at the Board of
Directors of the Asian
Development Bank

Former President of the
Chamber of Commerce
Portugal – United States
of America

Former Vice-PrimeMinister and Foreign
Affairs Minister

Associate-Director of the
Department of Economic
Studies, Banco de
Portugal

Fernando Faria
de Oliveira

Manuel Caldeira
Cabral

Ana Paula Serra

Samuel da Rocha
Lopes

President of the
Portuguese Bank
Association

Former Minister of
Economy

Daniel Traça
Nova SBE’s Dean

9

Director at the Bank of
Portugal

Principal Bank Sector
Analyst at the European
Banking Authority
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MODERATORS

Miguel Rêgo

Susana Peralta

Shrikesh Laximidas

Head of Analysis
Portugal at Funds People

Assistant Professor
at Nova School of
Business & Economics

Assistant Director
at Jornal Económico

Joana Petiz

José Pedro Garcia

Sub-Director
at Dinheiro Vivo

Teaching Assistant
at Nova School of
Business & Economics

João Pereira dos
Santos
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Technical advisor for
Economic Affairs in the
cabinet of the Secretary
of State Assistant to
the Prime Minister and
Teaching Assistant at
Nova SBE

TECHNICAL SHEET
Editorial Team
Diogo Conceição,
Chief Editor & Organizer of Economia Viva 2020
Gonçalo Mendes Pereira,
Editor & Organizer of Economia Viva 2019
Pedro Paiva Pereira,
Editor & President of Nova Economics Club 2019/20
André Amores Lourenço,
Vice-President of Nova Economics Club 2019/20
& Co-Organizer of Economia Viva 2020

Writing Team
Carolina Nunes,
Report on ”Can A Euro Area Budget Stabilize The Eurozone?”
Catarina Pintassílgo,
Report on “Growing Green In Europe”
David Gravanita,
Report on “Serão Os Mercados Laborais Autorregulados Eficientes?”
Henrique Santos,
Report on “Globalization, Global Value Chain & The New Silk Road”
Hugo Marques de Sousa,
Report on ”Can A Euro Area Budget Stabilize The Eurozone?”
Joana Leitão,
Report on “Serão Os Mercados Laborais Autorregulados Eficientes?”
João Maria Cordeiro,
Report on “Estará a Banca Nacional Preparada Para
Uma Nova Crise?”
Marta Teixeira,
Report on “Nudging: How Behavioural Economics
Can Shape Public Policy”
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STATISTICS FROM
ECONOMIA VIVA
2020

+1400 6
REGISTRATIONS

DAYS

+230

30

REGISTRATIONS / DAY

SPEAKERS

13

+350

+20

STUDENTS

VOLUNTEERS

+15

18-24

DIFFERENT SCHOOLS
WORLDWIDE

ATTENDEES
AVERAGE AGE
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NUDGING: HOW BEHAVIOURAL
ECONOMICS CAN SHAPE
PUBLIC POLICY
On the opening day of Economia Viva
2020, NEC and Nova SU, brought the
thematic of behavioural economics for
the first time in the event’s history.
Under the name “Nudging: How
Behavioural Economics Can Shape
Public Policy” it created a debate
between Alexander Coutts, Assistant
Professor of Economics at Nova School
of Business & Economics whose works
focus on behavioural and development
economics, Bibi Groot, Director and
Head of Educational Policy at CLOO
Behavioural Insights Unit, Sandra
Maximiano, Associate Professor of
Economics in the Lisbon School of
Economics and Management (ISEG)
and Diogo Gonçalves, founder of
Nudge Portugal.
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The role that visual perception has on the subject,
was the first topic brought to light. Alexandre
Coutts argued that there are specific situations
where people can get the wrong perception, often
leading to biased decision. One example used
to illustrate this involved three bottles of wine, a
cheap, an intermedium and an expensive one,
where the middle bottle’s main purpose is to make
a percentage of people change from the cheapest
bottle to the most expensive one, since its price
is very close to the expensive one. In fact, Diogo
Gonçalves furthered this idea stating that people and
economic agents are not as rational as economic
models suggest and thus the automatic system of a
human being has a lot of bias and makes systematic
errors. For this, he gave the example of how the
order of questions in a questionnaire can influence
the final result, since the answer of the previous
questions can have an impact of the following ones.
Gonçalves further stated that those errors are the
basis of the concept of Nudging: a small change
in the context of decision-making that acts mostly
on an unconscious level, and that influences the
decision making of people in an automatic and
predictable way. He exemplified with energy
certificates, stating a study that showed that people
tend to be attracted to devices with the A level of
efficiency. That same study showed that if A would
replace the levels above (the A pluses) and the scale
was adjusted accordingly, more people would buy
the most efficient devices. Sandra Maximiano added
up to this concept by argued that individual decisions
are influenced by context, automatic reflexes and
the subconscious and that is the premise of the
nudge: an approach combining economics and
behavioural science. This is a departure from the
usual cost-benefit angle that seems to prevail in

decision-making. Thus, this new tool helps to define
a choice process that into account our feelings,
social norms and the environment. Maximiano
carried on by stating that there are four types of
nudges: provision of information (either by using
policies that provide information and feedback or
by a framing of information – a nudge policy that
targets the conscious or subconscious part of the
mind), changes of the environment (interventions
that modify the context), changes of the default
policy (changes the form of consent like including
a mandated signing box and altering the default
option) and use of social norms and salience (peer
approached and conformity). Additionally, Bibi Groot
clarified that a nudge is not forbidding anything
and thus people have the autonomy not to follow a
certain nudge, given that they are not mandatory. In
fact, Coutts illustrated this by exemplifying what can
be done to prevent people from smoking at a bus
stop. One of the options would be a “No-Smoking”
sign, which if you violate it you are faced with a fee.
Another tactic would be using a nudge: in Sweden,
for instance, litters for cigarette ends are put some
feet away from the bus stop in order to make people
to go there instead. Nonetheless, he noted that using
nudging in every situation may turn out to be less
efficient than a more traditional method of enforcing
the law.
Therefore, Groot explained that asking better
questions to oneself is essential for policymaker
to introduce behavioural economics into the daily
basis to make better decisions. She stated that the
first step is to ask about what is preventing people
from not engaging in the behaviour they want them
to engage. She provided the example of people
who drive to the city already knowing that they will
face traffic and will struggle to find a parking spot.
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With that question in mind, she argued one could
purpose viable solutions, such as the creation of
free parking lots outside the city centre and then
provide quality public transportation to the city. She
also argued that addressing complex real worldchallenges by employing a scientific understanding
of human behaviour and it championing hypothesisdriven experimentation to policy making were the
two biggest contributions of behavioural economics.
According to her, the next step should be to measure
the impact per euro/dollar spent on behavioural
interventions in comparison with more traditional
interventions.
Coutts further clarified that behavioural economics
can, not only be used for the social good, but it can
be also used for the individual good. An example for
the latter one was related to a buffet, in which by
putting a fruit salad in front of a chocolate cake we
are influencing people to choose a healthier desert.
For the social good, Coutts mentioned the example
of energy consumption, stating that one can be
influenced to change their behaviour if the behaviour
of their neighbours is better: if, for instance, a
person receives its energy bill and it contains a
comparison between its consumption, the average
of its neighbours and what the efficient consumption
would ideally be, that person is more willing to
change some habits in order to become more
efficient. Thus, he argues, behavioural economics
can actually improve social welfare.
When asked about an example of a successful
Nudge, Groot complemented the above-mentioned
types of nudging, by referring to a nudge targeting
companies. According to her, the UK changed its
approach to taxing companies for the amount of
sugar their beverages contained, by simply lowering
the maximum amount at which a product can be
taxable for the quantity of sugar. They announced
these changes two years before it would turn
effective. The result was that several companies
changed their formula in that period of time in order
to avoid further taxation. Still regarding the same
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question, Gonçalves further added that in the UK
policymakers are coming up with several nudges
that could help save millions of pounds, giving the
example of ones designed to incentivize people to
save money in pension funds.
Groot further explained that behavioural economics
calls for practical experiments and that they ought
to be in a smaller scale before conducting larger
experiments, since the implementation of policies
is expensive, and one wants to make sure it is the
correct one. However, she also warned that the
experiments should be adapted to each countries’
specificities, giving the example that the previously
mentioned nudges in the UK could probably not be
directly applied in Portugal, since they should be
adapted to the Portuguese reality. Maximiano also
agreed with this necessity of adapting each nudge to
a country’s specific situation instead of just applying
something that worked on a foreign country. She
gave the example of the necessity of cleaning the
forests in Portugal as a country-specific issue that
nudge could help in our country.
The question of ethical considerations was also
raised my Maximiano, which stated it should be
taken into account since it poses questions for the
future. For instance, if nudges make citizens feel
excluded, then they are dictating norms and values
in society. Additionally, she launched the question of
whether nudges should be regulated.
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GROWING GREEN
IN EUROPE
Economia Viva, on its 5th edition,
welcomed the conference “Growing
Green in Europe”, aiming to present,
discuss and debate this new European
project. “Growing Green in Europe”
had the pleasure to count with the
participation of Ângela Morgado,
executive director at ANP/WWF,
Clara Costa Duarte, Professor at
Nova SBE and researcher at Nova SBE
Environmental Economics Knowledge
Centre, Philipp Schepelmann, project
co-ordinator at Wuppertal Institute,
Miguel Araújo, deputy director
at Museo Nacional de Ciencias
Naturales, and Paulo da Silva Lemos,
policy officer at Directorate-General
for Environment at the European
Commission.

In recent years, humankind has been a witness of a
global warming, more frequent and severe natural
disasters, the destruction of ecosystems and the
extinction of millions of species. On December 2019,
the European Commission (EC) announced the
European Green Deal (EGD), an ambitious project
that aims to address environmental problems, by
transforming Europe into the first climate-neutral
continent by 2050. The Green Deal presents itself as
the new growth strategy of the European Union (EU),
promising to create new jobs, encourage investment,
widen the Emission Trading System, boost circular
economy and preserve biodiversity in the EU. The
EGD was described as “Europe’s man on the moon
moment” by the European Commission’s President,
Ursula von der Leyen.
Paulo da Silva Lemos recognized the importance
of the Paris Agreement, where the members of the
United Nations agreed on keeping the global average
temperature growth below 2ºC, as well as to pursue
efforts to limit this growth to 1.5ºC. Nonetheless,
Silva Lemos acknowledged the existence of a “Paris
Agreement gap”, since the actions agreed on are not
enough for the goals to be met. According to the
United Nations’ Environment Programme’s Emissions
Gap Report (2018), the 1.5ºC goal is nearly impossible
to be accomplished, only the 2ºC growth target is
still feasible. Furthermore, if persistent increases in
global CO2 emissions continue to exist, by 2030 it will
be already too late and too expensive to revert this
trend, implying that the 2ºC target will be extremely
unlikely to be reached.
The EU’s industry alone accounts for 20% of the
EU’s emissions, and only 12% of the materials used
by this industry come from recycling. These figures
have supported the need for urgent action, and
the need for a circular economy. According to Silva
Lemos, a circular economy represents economic
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benefits to EU businesses, due to the improved
resource efficiency (such as waste preventions and
re-using), which could translate into net savings of
600 billion euros, or 8% of annual turnover. The EC
recognized that in every revolution there are winners
and losers, a thought that led to the implementation
of a transition fund to help the regions that will
suffer the most with this transition, which is the
case of Poland, a country significantly dependent
of coal. The EC affirmed that the transition costs
will be high, but the cost of inaction would be much
higher. Ângela Morgado presented facts in support
of this argument, saying that the cost of ecologic
degradation in productivity loss will be of 24 trillion
dollars per year.
Asked on why the industry has not yet implemented
a circular economy, if they can save so much with it,
Paulo da Silva Lemos answered that, first, we need
to invest in new green technologies and pass from
an output economy to a services economy (by, for
instance, sharing cars instead of producing new
ones). In the long run, after the large investments
and changes, industries will experience sizeable
returns. Clara Costa Duarte affirmed that win-win
situations in cases like this do not really exist. “Going
green” has costs to some part of the society but it
is still Pareto Efficient, as inaction will translate into
much higher social costs. She further defended that
it is politically unfeasible to please everyone: we
face trade-offs and these trade-offs imply costs. The
industry does not gain directly from “going green”,
and this is why it has not yet implemented a circular
economy framework. However, the economy will
gain, meaning that, economically speaking, it is not
reasonable to choose not to “go green”. Costa Duarte
further pointed out that one of the problems of the
EGD is the fact that it does not illustrate the costs of
these choices.
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For Philipp Schepelmann, a European Green Deal
was not a novelty. In fact, Schepelmann et al. (2009),
a study commissioned by the Greens/European Free
Alliance (EFA) group in the European Parliament,
had provided recommendations for the creation of
a Green New Deal in the EU, as well as evidence of
its economic and employment potential outcomes.
He argued that there is a vast literature showing the
several benefits from going green, and that Germany
is a good example that better and more jobs can be
created.
To explain the potential of the EGD, Schepelmann
introduced the IPAT formula (Ehrlich and Holdren,
1971)1, in which the human impact on the
environment equates to the product of population,
affluence and technology. Since the beginning of
the Anthropocene2, the world population has been
increasing exponentially, leading its growth rate
curve to embody a hockey stick shape. Affluence
stands for average per capita consumption, usually
measured as Gross Domestic Product (GDP) per
capita. Analogous to the population growth, the
GDP per capita curve follows a hockey stick shape.
Technology measures how resource intensive is
the production of affluence. Resources’ extraction,
similar to the aforementioned factors, is increasing
exponentially. The expansion of these three factors
implies an increasingly larger human impact on
the environment. The EGD aims to approach the
technology part, while creating jobs and boosting
growth. On its turn, technology will impact affluence,
by promoting the use of more sustainable goods, like
electric cars and wind power.
Clara Costa Duarte showed a more pessimistic
view on the EGD, considering that it lacks concrete
actions, as well as evaluations of the effectiveness
and incentives of the policies presented. Therefore,
Costa Duarte defends the need to evaluate the
incentives that policies create, as well as to evaluate
each policy from a distributive point of view, in
order to assess specifically who wins and who loses.
For this evaluation, faculties and NGOs have an
important role to play. Nonetheless, Costa Duarte
acknowledged that the EGD has potential to be
an integrative program for all the countries and

1

shows that there is a high need for cooperation and
external commitment, as it is not possible to solve
environmental problems only within Europe.
Asked if Europe will be capable of starting the
transition towards a greener economy alone,
Schepelmann defended that there is no need to
be afraid of being a first mover. Paulo Silva Lemos
added that, firstly, Europe must implement its plan
and show how an EGD works. Only then, we can ask
other nations to join the transition. Miguel Araújo
affirmed that the existing political forces in Europe
will be imperative in determining how far can Europe
go with the EGD, since extreme right parties, which
are increasing their political presence in EU MemberStates, tend to deny scientific facts and, thus, to
oppose the transition.
Finally, price mechanisms are a popular method
used to approach diverse problems in society.
Could such a mechanism be implemented to solve
this ecological crisis? Miguel Araújo remembered
the audience that, once we added a tax on plastic
bags, we gave a signal to consumers and plastic
bags eventually disappeared. However, we do not
know the exact price of pollution, we only know that
a carbon price has to be high enough to induce a
behavioural change, but not too high so as not to
lead firms to bankruptcy. Even though prices are an
effective mechanism to solve some environmental
problems, in many situations we are unable to
use them to allocate resources. Ângela Morgado
affirms that the ANP/WWF defends the rewarding of
environmental services, rather than taxing pollution,
as this reward mechanism can provide a costeffective way to enhance a sustainable development.
Important policy implications can be drawn from
this debate. The transition to a more sustainable
economy and society should be taken, as it is Pareto
Efficient. The cost of inaction would be much higher
than the cost associated with the transition. The
EGD can bring net savings of 600 billion euros to
EU businesses. Nonetheless, some countries will
experience a negative shock, since their economy
has a high dependence on highly polluting activities.
These countries and sectors, the losers of the

The IPAT formula (I=P×A×T) affirms that the human impact on the environment (I) is the product of the population size (P), affluence (A), and technology (T).

2

The Anthropocene is an unofficial time unit, used to define Earth’s most recent geological time period, when human activity started to have a significant
impact on the planet’s climate and ecosystems.
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transition, should receive special attention and
support, so that they can also be part of the change.
The implementation of the EGD will imply the
destruction of several jobs. However, it will bring
the opportunity of creation of even more jobs, as
well as a faster economic growth. Measuring the
costs associated with this trade-off is of extreme
importance to better evaluate the proposed policies
in order to devise an effecting pricing and/or
incentive mechanism against this growing threat.
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CAN A EURO AREA
BUDGET STABILIZE
THE EUROZONE? 3
The third day of this edition of
Economia Viva brought to us the topic
of “Can a Euro Area budget stabilize
the Eurozone?” through the eyes of
Francesco Franco, member of Nova
SBE Economics for Policy Knowledge
Centre, Maximillian Freier, Senior
Expert at the ECB’s Fiscal Policies
Division, and Pedro Duarte Neves,
former Vice-Governor of the Bank of
Portugal.

The possibility of the creation of a Euro Area
Budget is a discussion that has been around for
several years. In Europe, contrary to what should
be expected, the evolution into a Monetary Union
was fast and done without any type of common
financial coordination. For this reason, the European
Monetary Union (EMU) is more vulnerable than if a
Fiscal Union was also in place, as without monetary
policy tools, countries are only able to adjust through
fiscal policy. However, not all countries have the
same fiscal capacity and responsibility, leaving the
whole Euro Area in a more unstable situation due
to the financial integration of the Member-States.
Nevertheless, although the potential benefits of a
common fiscal policy in the European Union (EU)
are high, the level of cohesion and integration of the
several Member-States has not yet reached a level
where all countries want to collaborate and share
the fiscal burdens of the European Union. The goal
of this debate was to give the audience some insights
on what a common budget would mean for the
Member-States of the EU and whether that would
help in the stabilization of the economic shocks that
affect the countries differently.
Francesco Franco started the discussion by pointing
out that there are at least 3 dimensions of a common
budget: there is an economic theory dimension, in
which fiscal and monetary unions should go hand
in hand; a political dimension, in which countries
would need to take a difficult political step by letting
go of national power and allowing the EU to take
supranational decisions; and an empirical context
dimension. This empirical context in the EU is not
the best one in economic terms: the sum of the
Euro Area members’ fiscal stands has been mostly
procyclical across time. This has led to a larger
burden for the members in order to stabilize the
Eurozone when recessions come.

3

Título original em português: SERÃO OS MERCADOS LABORAIS AUTOREGULADOS EFICIENTES?
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Fiscal policy should, in fact, be countercyclical and
yet, the Eurozone has not achieved that. Historical
data shows that when countries are in big booms
or recessions, they are more willing to make the
necessary adjustments in fiscal policy and do it more
often. However, in “normal” times, this is not verified.
This is particularly harder to implement in times of
no big shocks to the economy. Given that the fiscal
policy is not countercyclical at the Euro Area level,
then its goal of stabilization is also not achieved.
Given this analysis, Francesco notes that, if we
want a mechanism to stabilize the economy, it
is very important to agree when there is a need
for a country to undergo a stabilizing procedure.
One suggestion would be to start a stabilization
mechanism that acts when there is a serious crisis
and does not act during normal times. Countries in
the Euro Area find it harder to stabilize only using
fiscal policy during crisis, as they have no monetary
independence. This creates huge spill over effects
between countries that cannot be stabilized by single
country decisions.
To add to this rationale, Maximillian Freier
mentioned that fiscal policy in Europe has 3 main
challenges, starting by the scope of its intervention
(what should monetary policy do and what should
fiscal policy do), how to reduce and avoid the
tensions in the debt market and how to strength
the EMU. The idea of the EU is that for similar
shocks, monetary policy is available. If there are
country specific shocks, fiscal policy should tackle
the issue. However, the recession showed that
such mechanisms did not work well, due to their
procyclical behaviour and to the natural limits of
fiscal and monetary policy.

24

Maximillian does believe that there is a rationale
for a fiscal capacity at the European level. Most
proposals for such fiscal coordination seem to
propose inter-governmental transfers. However,
the European Central Bank has been analysing the
redistribution in the existing fiscal federations (such
as Austria or Germany), where transfers are directly
made to households in need of stabilization. Such
mechanisms are less political and relatively quicker
when there are economic downturns. By keeping
fiscal policy at the national level, it is easier for
stabilization to occur, as each country knows better
what it needs (Subsidiary Principal). Perhaps a better
approach could be the creation of a European Social
Security Scheme or a common Unemployment
Scheme, as it happens in the US, on which there is
already some empirical evidence that it can work.
Pedro Duarte Neves underlined the fact that there is
a lack of risk sharing in the Euro Area. Of the shocks
in the Euro Area, 80% are unsmoothed, as compared
to only 20% in the United States. Hence, fiscal
stabilization in the Euro Area simply does not exist,
and that is why a fiscal capacity is needed, in his
opinion. A very important fact is that the monetary
and fiscal policies are complements and not
substitutes. During a crisis, the financial channels are
extremely important, especially in a situation where
the Zero Lower Bound is reached, as it has already
happened in the Euro Zone.
Pedro agreed with Maximillian when it comes
to the fact that a problem of a common fiscal
policy in Europe is that many aspects need to be
decided, namely the size of the budget, the scope
of intervention and how much should each country
contribute to the budget. Contributions vary a lot
between the models already developed.
Several proposals have been done regarding how the
Fiscal Union could be put in place. An issue is that all
proposals present a risk of moral hazard: countries
may misbehave since they know that when the bad
times come, someone will help them. There are
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several types of proposals, some allow for borrowing
while other have limits on the access to the funds. All
proposals, however, require that there is compliance
with fiscal rules. Some simulations of these
proposals have been done for different time periods
and in none of the simulations there are permanent
transfers to the same countries. This is a particularly
important result, as many of the Eurozone MemberStates are opposed to the creation of a Fiscal Union
because they fear that the transfers mechanism
will generate permanent transfers to the same
poorer countries, bringing not many benefits to the
richer ones. As such, Pedro believes that the EMU is
incomplete without a Fiscal Union, and its creation
would not generate permanent transfers and would
be sustainable if it was well designed.
On the main obstacles and how to convince the
member states to wanting to be a part of the Fiscal
Union, Maximillian believes that a fiscal capacity at
European level is important but if the countries do
not want to be a part of it, that should be respected.
What is trying to be designed is a mechanism that
is politically accepted by the countries. Eventually,
feelings of solidarity may increase over time in
European societies and, in the future, these ideas can
be put in place.
Francesco, on the other hand, thinks that there
is a consensus that fiscal instruments can bring
convergence but not for stabilization. Maybe this
idea reflects the electoral view or maybe not, it is
hard to know. The truth is that, labour markets, for
example, are very heterogeneous across countries,
so unemployment in countries may differ for
structural differences and that creates a major
obstacle to reaching a common agreement. The
problem is that, although monetary policy has some
capacity, we don’t know if the capacity is enough
to stabilize the Eurozone as a whole. If a big crisis
comes, then the mechanisms in place today would
not be enough to respond well, mainly due to the
large economic spill overs that affect all countries.

On a positive note, Pedro noted that the last crisis
incentivized the creation of the Banking Union, which
was very important. In the past crisis, there was
some imbalance between countries but the way the
Union was organized also contributed to the way
things went. Now, economists want society to be
aware that there are other areas which are crucial
as well. While before there was a big response by
governments to take action in the banking area,
other areas can be improved: completing the
banking union, as there is still no deposit scheme;
developing the capital market union, since it is
smoothing some shocks but at lower level than US,
and fiscal capacity dimension.
In terms of moral hazard issues, we know that a
transfer is a benefit for the receiving country while
moral hazard is a cost. Francesco believes that
economists are used to trade-offs: it does not mean
that because it exists, countries should simply say
no. Pedro also mentioned that we need to see in
which situations the fiscal capacity would help. Moral
hazard has to exclude situations in which countries
know that there is a fund and so they use it as much
as possible. Countries should respect the rules,
since in Europe the crisis are very synchronized but
countries suffer differently.
In sum, the speakers believe that, even though it
will take time to build up the correct mechanisms
and convince the final deciders that in the next
crisis there is room to move forward in terms of a
common Euro Area budget. For it to work, there
is always the possibility to impose penalties in
Member-States that do not comply with the rules, as
it happens in the Stability Growth Pact.
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CAN SELF-REGULATED
LABOUR MARKETS
BE EFFICIENT?
On February 6th – the fourth day of
Economia Viva 2020 – Hovione Atrium
hosted the debate regarding Regulated
Professions. It was the first debate
in Economia Viva’s history with two
languages: two of the speakers, Dilyara
Bakhtieva and Paulina Matczak,
from the European Commission in
the DG for Internal Market, Industry,
Entrepreneurship and SMEs, presented
their arguments in English under
the form of a video, while the other
panellists, Ana Filipa Fernandes, from
Gabinete de Planeamento, Estratégia,
Avaliação e Relações Internacionais
(GPEARI), Daniel Fortuna do Couto,
vice-president of the National Council
of the Order of Architects of Portugal,
Rui Leão Martinho, the president of
the Order of Economists continued the
debate in Portuguese.
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The issue discussed by them regarded regulated
professions that require certifications, licenses,
exams and/or memberships in a professional
organization for someone to be able to work in
these fields. They have positive and negative effects
in the economy and a significant percentage of the
European population is engaged in professions
affected by these regulations, hence the interest in
the discussion of this topic.
The debate’s first focus was the European panorama.
As Bakhtieva described, there are over 5,000
regulated professions in the European Regulated
Professions Database, accounting for 22% of
workers in the EU. In addition, the average number
of regulated professions in each country is currently
200, which Bakhtieva believes to be a lot.
She further stated that these regulations can be
imposed on a profession at several levels: from
national to regional and to local, creating a complex
legal framework which puts pressure on the
mobility of workers, potentially having negative
economic effects. Thus, as Bakhtieva explains,
accounting for these inputs is crucial since the main
objective of regulation is to protect consumers and
guarantee they receive quality services, but that
strict requirements do not necessarily imply a higher
quality. Therefore, weighting out the pros and cons
of regulation is crucial. Filipa Fernandes focused
on that issue, by arguing that the innovation and
technology associated with them, as well as the
benefits, serve as inputs to other companies and
professions, which has an overall positive effect on
the economy. On the other hand, the loss of quality
issue previously mentioned by Bakhtieva could cause
reputational damages to a professional class and, if
the service or good in question is used as an input
by other firms, that quality issue may cause negative

externalities in other sectors. She further mentioned
that these professions are subjected to market
failures, providing the example of asymmetric
information, which can be mitigated by proper
regulation. Additionally, Bakhtieva explained that the
Commission compares the different countries in the
EU in regard to this theme, using indicators such as
the Regulatory Restrictiveness Indicator, to measure
the restrictiveness in a scale from 0 to 6.
In the particular case of Portugal, Paulina Matczak
pointed out that over the last four years the
European Commission has been proposing that
Portugal should develop a roadmap to reduce
restrictions in professional services. As of January
2020, Portugal had reported 245 regulated
professions, which is higher than the European
average. Additionally, regarding the abovementioned Regulatory Restrictiveness Indicator,
Portugal presented higher regulation than the EU
average in professions such as accounting, civil
engineering, architecture and tourist guidance.
This is in accordance with the Services Trade
Restrictiveness Index of the OECD, mentioned by
Filipa Fernandes, which shows that Portugal has a
higher regulation than the OECD average in the fields
mentioned, while being aligned with the rest of the
OECD countries regarding legal professions.
Departing from the example of lawyers and legal
solicitors, Matczak brought to attention the hazards
that heavy regulations can bring to the market by
limiting the access to capital, restricting competition
and reducing opportunities of economies of scale.
Therefore, redesigning these requirements would
guarantee the quality of the service, while stimulating
innovation and competition.
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A different point of view was defended by Fortuna do
Couto, stating he did not view the Order of Architects
as an anti-competitive body. Much to the contrary,
he argued that it did not aim to restrict mobility,
which was very lax in the EU regardless. To address
the worries of barriers to entry on the profession, he
ensured that the ones that exist are quite low and,
in fact, it is those who want to become architects
who actively lobby for the requirements of a master
degree and an internship in the business. He further
explained that while the Order was pro-competition
through and through, it tried to address issues
of disloyal competition, stating the competitive
behaviour was not regulated enough, that prices
were extraordinarily low and that disparate firm
structures made it hard to compete against big
multinational architecture firms that did not seem
too concerned with profits. Fortuna do Couto
concluded that, while the regulation was extensive,
without it, firms would further compete on price and
thus overall quality would take a dip.
Leão Martinho further argued this point of view,
justifying that the Orders are needed since the work
their professionals perform is of high public interest
and of high complexity, meaning that not only should
they be tightly regulated, they should be regulated
by those who best understand it. This creates public
trust in the professionals, which will further benefit
both the end-consumers and the professionals
themselves, he concluded.
However, both concluded that there are serious
issued affecting regulated professions in Portugal
that should be solved. Fortuna do Couto criticized
the nature and scope of the regulatory environment
in Portugal as the rules are extremely extensive, hard
to understand and always changing. To illustrate
this, he gave the example of a typical project which
normally triggers a range of government entities
to be involved – from the municipalities, to central
government bodies, to the ministries themself, at
times – all of which take some time (during which
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rules might change) and may fail the project whether
on specific grounds or arbitrarily. As he recounts,
on average, a project takes around five years to
be approved. Based on this, Fortuna do Couto
defended the role of the Order of Architects as an
important interlocutor between the regulatory state
and the regulated profession aiming to simplify the
complexities for the benefit of all.
Leão Martinho on the other hand presented a list of
issues he, as president of an Order, has experienced.
The first is related to interdisciplinarity, that is,
professionals that cover more fields, exemplifying
with the Order he represents that covers not only
Economists but also anyone with an undergraduate
degree in any related field, including management,
accounting, finance, among others. This causes
several professional Orders regulating the same
actions. Conversely, there might also arise a situation
in which the same professional is a member of
several professional Orders, taking the example
of accountants, who are covered by the Order
of Accountants as well as by that of Economists.
Another issue, especially related to his Order,
implicates the trend of professionals being part of
a company as opposed to be self-employed, since
a self-employed economist is much less common
than one working for an institution. He went on
to expressing his concerns regarding granting a
capability to practice not only at a national level,
but also at a European level. Relating to this, Leão
Martinho stated the Order of the Economists aims
to establish partnerships whenever possible to be
aligned with the European Commission’s efforts.
The final issue relates to the Orders themselves
regulating specific actions that professionals take,
instead of these actions being simply recognized as
practicable by members of the order.
Regarding the legal panorama for regulated
professions, Matczak recalled the framework law on
professional associations that was proposed in 2013
as part of the financial assistance program, with the

aim to simplify the rules and regulations in these
professions. However, as of today, this law has not
been fully implemented. In 2018, there was another
proposal: this time from the competition assessment
review that the OECD and the Portuguese Authority
for Competition had published on regulated
professions in Portugal, which suggested reforms
in thirteen regulated professions. However, as
with the previous recommendation mentioned,
the scope of action, as well as the date of such
implementations were not defined yet. Filipa
Fernandes also reinforced this report, stating that
if the measures suggested were taken, Portugal’s
GDP would increase by 128 million euros. She
additionally highlighted the substitution of regulated
professions by quality certificates on final goods and
a multidisciplinary approach as key-policies of the
OECD’s report that could be taken to mitigate the
negative effects of high regulation.
On the overall, this debate achieved its primary
objective: to bring together both individuals aiming
to contain and reform professional licensing and
individuals in charge of these professional Orders
that promote the licensing, to discuss the future
of these practices. The members of the European
Commission stressed how licensing can limit
access to goods and services, as well as resulting in
rent seeking and Ana Fernandes similarly argued
that less regulation could increase GDP by a
small but meaningful amount. Meanwhile, Daniel
Fortuna do Couto and Rui Leão Martinho focused
their argumentation on the protection against
disloyal competition and a standard of quality
that provides greater public trust, with Fortuna do
Couto hinting at a remarkably new view of Orders
as elements preventing greater over-regulation
from the executive branch. The discussion of these
opposing – but at times agreeing – views made the
debate extremely compelling and important for
the participants to understand what is on the table
regarding regulated professions.
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GLOBALIZATION,
GLOBAL VALUE CHAIN
& THE NEW SILK ROAD
The debate “Globalization, Global
Value Chain & The New Silk Road”,
from Economia Viva 2020, took place
on the 7th of February of 2020, in
Nova School of Business & Economics
campus in Carcavelos, Portugal.
Joining the discussion were Henrique
Galán, alternate executive director
at the board of directors at Asian
Development Bank, Rodolfo Lavrador,
former president of the Chamber of
Commerce Portugal – United States
of America, Paulo Portas, former
Vice-Prime-Minister and Foreign
Affairs Minister, and João Amador,
associate-director of the department
of economic studies at the Bank of
Portugal.
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João Amador started his intervention by defining the
forces that shape international trade: technological
progress and the absence of economic/political
borders, being the former the strongest force
for global trading. By looking at the history of
international trade, he showed that before the
Industrial Revolution, even though there was already
international trade, it was not nearly as important
as it is today, since it was hard to carry goods
from place to place. However, with the Industrial
Revolution and development of transports, it was
possible to geographically separate production from
consumption: this was the first unbundling. Then,
with the “Internet Revolution", we had the second
unbundling – it was now possible to separate the
production processes into different places, due to
the low real cost of communication and information,
as well as due to the political changes in the '80s
and ‘90s (such as the Fall of the Berlin Wall) and at
the beginning of the '00s (when China became part
of the WTO). Finally, Amador explained that with
the third unbundling services such as medical and
educational were also tradable worldwide. These
changes were connected to a shift in consumer
behaviour. Before that, he argued, consumers’
target was just to have access to some goods. Now,
consumers became more demanding, since they
can now choose the characteristics of the goodcustomization trend. Amador also mentioned the
climate concerns, which are a trend as well but with
a consequence: taxes on polluting goods. Ultimately,
they will have an impact on trade, as goods that
travel too much around the globe, generate more
pollution. He also explained that automation also
changed how firms designed their production, which
is related with protectionism that has also played
a major role, such as for instance, with President
Trump’s administration’s policies on protectionism
for US jobs.

Enrique Galán introduced in the debate the Belt
and Road Initiative (BRI), a strategy from China to
connect Asia to Europe and Africa composed by a
total of 6 plus 3 belts representing the existing and
emerging most relevant roots of trade around the
world. Including 144 countries in five continents, this
strategy is based on investments in infrastructures
and development, with an investment volume 8
times larger than the Marshall Plan. Galán further
explained that a significant part of Asian countries
is part of the BRI, being Japan and India the most
notorious exceptions. The African continent has
also a relevant presence. Europe, especially western
Europe, and America are less significant than Asia
and Africa. However, Portugal belongs to the BRI.
The World Bank also estimates that BRI projects will
reduce trade times by 2.5% for the world and 3.2%
for BRI economies. Japan, whom is not a member,
will still benefit a lot from the initiative, meaning not
only members benefit but also the entire world.
Complementing this idea, Amador argued that for
China, globalisation is not only about trade but also
about its currency – a power it still does not have, as
a world reserve currency, for instance. Nowadays its
importance has been increasing and may someday
compete with the current world reserve currency,
the US dollar. It may also be a chance for developing
regions in China that have been left behind. He
additionally mentioned that there seem to be some
problems with the BRI project, especially related
to countries’ ability to pay back the allowances to
China. Another issue with the project is related with
the increasing critics to some infrastructures being
constructed which are not environmentally friendly.
Shifting the perspective away from economics,
Rodolfo Lavrador argued that this initiative is a
question of geo-politics and it is a good example

32

of the Chinese foreign policies. He argued that this
move has the main objective to establish a greater
political influence and power through large amounts
of investments, which may restrict the choices of
the receiving countries. Lavrador also noted that
this initiative has the potential to develop the west
of China, which is severely undeveloped, when
compared to the east, a way to spread the usage
of renminbi, especially in oil trades, where the US
dollar is the main medium of exchange and a way
to reduce dependence from sea transportation,
avoiding problems such as the disputes in the South
China sea.
Paulo Portas further noted that the role of China
in globalization is merely 40 years old, which is
seemingly nothing in Human history. However,
it was enough to completely change the balance
of power in the world. According to him, China
surprised everybody not on globalization but on
digitalization; and effectively, China used that in
geo-economics to change geo-politics, through
technological opportunities and globalization
challenges. Portas further mentioned that they are
not the unique winners of globalization, but they
surfed globalization better than any other nation
even including India.
Still on the thematic of technology and digitalization,
Portas stated that China owns four of the top ten
digital companies, although this ranking is still lead
by six companies from the US. The authorization for
an international exchange of its currency by the IMF
in 20164 and the fact it overcame Europe in R&D5,
was unnoticed, as we did not react as Europeans. In
the next two to three years, Paulo Portas forecasts
that China will overcome the US in the number
of patents in intellectual property. For example,
Huawei is the company in the world with the highest
investment in R&D. Thus, the Americans need to
buy time to overcome this situation, also due to the
innovations of the 5G.

He also mentioned some facts about the current
economic situation of Asia and China, in particular:
they are not the first economy in the world,
nominally speaking, but they are in terms of GDP
PPP; Asia is now responsible for 45% of real growth
of the world GDP: thus a problem in Asia will
translate into a problem in China, which was exactly
the opposite some years ago; China is responsible
for 19% of the world GDP adjusted by PPP; forty
years ago, the China’s export share was 1% and now
it is 12%, becoming the first exporter of goods in the
world the top importer of 70 countries.
Galán also introduced the topic of Global Value
Chains that serve as intermediates cross borders,
incorporating value-added according to their
comparative advantages. He also denoted that the
World Bank considers being more meaningful to talk
about a Regional Value Ladder, instead of a chain, as
some countries are higher and others lower in terms
of development. Thus, he concluded that this is not
a chain where all are on the same stage, but rather a
ladder. It is also more a regional chain rather than a
global one, since we can find some concentration of
the trade around the world in some regions such as
the US, China and Germany.
Still on this topic, Lavrador argued about how the
trade war on tariffs has recently disrupted the
idea of a Global Value Chain, since trade wars are
particularly expensive and divisive in the GVC era. He
also pointed out how global supply chain decisions
will face greater scrutiny from politicians and
public criticism. He then revealed some pessimism
regarding the political forces in America correctly
tackling the challenges of globalization
Galán also mentioned the effect of the BRI on GVCs
represent opportunities for all, by improving crossborder infrastructures and their management,
reduce trade costs, improving trade rules, boosting
trade flows, improving the investment climate and
boosting cross-border investment, stimulating
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You can check the IMF’s press release on this matter at: https://www.imf.org/en/News/Articles/2015/09/14/01/49/pr1690
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For more topics on China’s R&D and Digitalization strategies you can check the following European Commission website:
https://ec.europa.eu/knowledge4policy/foresight/topic/expanding-influence-east-south/industry-science-innovation_en
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employment and growth and particular benefits for
Small and Medium Enterprises (SMEs). In conclusion,
the gains will be for all, not only for BRI, but there are
particular gains for China (“up-the-ladder”) and South
East Asia (“assembler”).
Portas also noted that despite all these economic
changes, the Security Council of the United Nations
has still not changed. We have a new economic
order but still not a new political order. The former
Western idea of China that its production was
based on copying what was done abroad was
also wrong. The USA woke up, not with the Trump
Administration, but with Obama and the opinion
about China on the EU has also changed. However,
the new trans-pacific agreement, abandoned by the
US was then led by Japan, leaving the US behind.
There are no empty spaces in globalization.
Lavrador concluded the initial debate by stating that
are clear political and diplomatic problems, regarding
geopolitics. However, China’s New Silk Road will
create economic value, having nonetheless its risks.
When asked about whether this growing influence of
China is mainly due to a certain inertia from Europe
and North America or by China’s own agenda,
Amador argued that it should be both stating that
Europe is visibly lagging behind, China is pushing
forward while the US tries to remain on the lead.
He also noted that, in relative terms, the amount
invested in R&D in the US is much higher than in
Europe, but that most of it is related to military
expenditure. Then those technologies eventually
are explored as a spin-off by private firms for
commercial use. Lavrador carried on by stating that
US’s defensive position and China’s offensive strategy
make sense in the actual panorama. He further
stated that the West world should have a response
towards these movements, not only the US. Portas
concluded the answer to the question by stating that
China invested in Europe seven times more than the
opposite, in the last twenty years. He further noted
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that China has had problems with the majority of its
neighbouring countries which makes building trust in
Asia one of their major challenges, especially since by
carrying on with their plan for the One Belt One Road
Initiate may create distresses in the region.
In response to a question regarding Portugal’s role
in the One Belt One Road Initiative, Galán noted that
the country was one of the first Western European
countries to sign the memo and that it is one of the
final places of the road, alongside Madrid. He also
mentioned that one additional step that Portugal
could take, since it would play a major role, would
be in the creation of an Atlantic Belt Road. Another
point Galán emphasised was the European concerns
regarding Chinese foreign direct investments (FDIs)
which lead the EU countries to discuss a way of
screening or controlling those investments in the
union. However, no consensus was ever achieved.
Portas added more inputs to the response by stating
that there is a wrong perception that Portugal was
one of the main destinies of China’s investments in
Europe, exemplifying with the UK whose Chinese
FDIs accounted for 44 billion dollars, Greece whose
investment was of 8 billion dollars and Portugal
was only 6 billion. He additionally mentioned that if
Europe would to become more protectionist it would
suffer, since a large portion of its GDP is related with
exports and imports. With this, Portas concluded the
debate, stating that the biggest problem in Europe
is the lack of flexibility towards the problems of the
world.
In conclusion, all the speakers in the debate agreed
on the benefits of globalization, recognizing,
however, some will lose. They have also found that
the BRI, the GVC and The New Silk Road are mostly
positive initiatives, criticizing, nonetheless some of its
particularities. For instance, in the case of the BRI the
possible difficulty of paying back the allowances to
China, which could generate political tensions.
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The role of China in globalization seems consensual.
It was the country who won the most and who
managed to take the most advantage of it, not
only for economic reasons but also for geopolitical
leadership. Its Western counterparts, namely the EU
and the US, took their time at recognizing China's
growth in trade and digitalization. That delay is likely
to contribute to explaining the huge growth in China.
Finally, some speakers also showed some pessimism
and worry about whether the leaders of the free
world, i.e. the USA, will be able to correctly tackle
the challenges of globalization. Given the Trump
Administration’s policies of job protection, trade wars
or the withdrawal of the trans-pacific agreement,
the future of globalization and international trade
seems uncertain. It is still to see whether the West
will be able to compete with China for economic and
geopolitical leadership, or if they will end up being
left behind.
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IS THE NATIONAL BANKING
SECTOR PREPARED FOR
A NEW CRISIS? 6
The final day of the 2020 edition of
Economia Viva brought about the
discussion on an extremely present
and personal topic for Portugal.
The debate regarding the national
banking sector and whether it was
prepared for a future possible crisis
had the pleasure of counting with the
presence of Fernando Faria de Oliveira,
President of the Portuguese Bank
Association, Manuel Caldeira Cabral,
Former Minister of Economy, Ana
Paula Serra, Director at the Bank of
Portugal, and Samuel Da Rocha Lopes,
Main Banking Sector Analyst at the
European Banking Authority.

After the Great Recession, Europe had to overcome
one of the biggest crises in recent history, facing
enormous challenges that jeopardize its integrity.
The banking sector had a particular role in this
recession since the slump grew in the U.S. within
some of the most important banking institutions.
Economies reinvented themselves and policymakers
had the difficult task of implementing adequate
reforms in response to the crisis. Twelve years after
2008, what has changed? Were the implemented
reforms sufficient? And are we better prepared
for a future downturn? In this debate, our invited
speakers will try to answer all these questions,
focusing on the Portuguese case.
The first intervention in this talk was from Fernando
Faria de Oliveira. He stressed that after the crisis, the
sector changed very rapidly. A crisis can be caused by
numerous factors. The capability to overcome it also
comes from those exact same factors. A regulated
financial sector should not be the cause of the next
crisis.
In recent years, there was a generalized
improvement in the sector. Return on equity
increased, cost-to-income ratio is above the EU
average, transformation ratio is below 90%, NPL ratio
has been consistently decreasing and the cost of
credit risk has hit extraordinarily low values. Just to
mention a few examples of that improvement.
In terms of credit, there was a significative reduction
in corporate as well as on construction credit.
Furthermore, there is still a remarkable lack of
demand for credit in the non-financial sector.
Moreover, the speaker mentioned that there has
been a huge increase in deposits which implies
greater confidence on the banking system. Deposits
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represent about 67% of Portuguese banks funding,
against 50% in the remaining EU members.
In terms of the liquidity coverage ratio, Portugal is
in a good position after a significative recover in
solvency
Nevertheless, there is an increasing trend in charging
exaggerate commissions, its weight represents 28%
of the funding. In spite of the critics, this value is
quite similar to the EU average, thus not being true
that these commissions are remarkably high. Profits
are still below the pre-crisis levels.
The main cost component in the Portuguese banking
system is with wages. The profitability per worker
and per agency is still very low.
The sector recovered significantly and there is a
structural change in the Portuguese capital. In this
moment, the capital structure is basically private and
exclusively owned by foreign banks and investors,
contrary to what happened in the years immediately
after the “25 de Abril” revolution.
Finally, he concluded by stating that if we fail to
generate more growth, then we will not have
enough wealth to distribute and correspond to the
expectations. Historically, there has always been a
great lack of capital. The importance of the banking
sector is so huge that we must do whatever it takes
to reinforce it.
Then, the former Portuguese minister of the
economy, Manuel Caldeira Cabral, gave us its view
on the topic. He started by emphasizing that the
Portuguese banking system is now more robust
and capitalized. Supervision is now more realistic
and capable, taking into account possible conflicts
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of interests. At a European level, we had institutions
that were caught by surprise and are now more
prepared to deliver, but this always depends on the
type of each crisis.
Despite being an indeed useful tool for investment
and for countries with high debts, low interest rates
are quite problematic for the profitability of the
banking system. Fintechs are an important part of
the solution but they cause some trouble in highly
profitable areas.
Asking concretely about how exposed we are, he
questioned: Is the economy better prepared for
a downturn? Yes. It is more robust. Firms are less
indebted and there is a greater financial autonomy.
Firms are more capitalized. There was a strong
investment in Portugal.
Then he stressed that this is the first time in many
years that Portugal is growing, at the same time not
being accompanied by an increase in debt. Since
2018, the private sector is investing more than its
pre-crisis levels. Firms are now more financially
independent. However, we are still quite behind in
comparison with other countries. Nowadays firms
are doing their duty, contributing to the evolution
of the economy in a more cautious scenario. There
was a huge appreciation of the housing market.
Families owe less money and patrimony appreciated.
Thus, the current situation is more favourable to the
Portuguese families.
Finally, we brought his perspective on how the
state is managing the economy. The government
has two sides of the same coin: public accounts are
clearly better than in the post-revolution period.
Nevertheless, when talking about debt, we have
to be pragmatic and acknowledge that we are still
highly indebted, even though the public debt has
been decreasing. The external balance also had
some improvements. During the crisis, the biggest
issue was a huge debt. Today, our public and
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external accounts are more balanced. Nevertheless,
the response will depend on the nature of the crisis.
Portuguese firms are now on foreign markets and
are gaining a remarkable competitiveness. However,
crises jeopardize exports and their purchasers.
Subsequently, Ana Paula Serra took the stage and
provided us her opinion on the topic. She initially
stated that, in 2007, the international financial
system started to feel some symptoms that things
were not fine. Since then, there was a vast number of
regulatory initiatives, namely in terms of supervision,
where the paradigm changed considerably.
Supervision is now more intrusive and broader. The
conditions for the Portuguese bust were essentially
two, being developed mainly between 1995 and
2010: excess of credit, soared loan-to-deposit ratio
levels etc.
She stressed what she labelled as an “indeed crucial
measure during the crisis”: the capitalization of the
financial system. Supervision reacted immediately.
Nowadays, the Bank of Portugal has five main areas
in terms of supervision against just one in the period
of the great recession. Until the end of 2014, there
were meticulous inspections in order to analyse the
imparities of the Portuguese banks.
The Single Supervisory Mechanism allows the Bank
of Portugal to act autonomously, albeit through a
common strategy to harmonize the interventions.
The biggest banks are now supervised by the ECB
itself. There was an in-depth assessment of the euro
area banks to distinguish whether they were capable
of overcome financially stressed periods and to
evaluate the quality of their assets. Since then, there
has been an annual exercise to evaluate the biggest
institutions with scenarios being more rigorous each
year.
Finally, she concluded by saying that the Bank of
Portugal analyses non-significative institutions
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through its supervision. It also managed to reduced
costs to levels below the EU average. BdP aims to use
digital tools in supervision, as a way to increase its
efficiency and reduce costs with supervision that are
a heavy burden in banks’ accounts.
Lastly, Samuel da Rocha Lopes took the stage and
enlightened us with is perspective. He started by
stressing that there is still a lack of confidence in
banks and on the post-crisis measures. Comparing
the European banks with the Americans’, this lack of
confidence becomes even more evident. Capital in
Europe is specially more expensive than in the US.
In his view, it is necessary to keep cleaning banks’
balance sheets. Nevertheless, the missing part is
the hardest because it is precisely trickiest to sell.
This undoubtedly affects solvability and rentability.
There is also an effort to hold counter cyclical capital
buffers, many European countries created these
buffers. However, Portugal lagged in these terms,
thus being less prepared to face a crisis.
Furthermore, it would be helpful if Portugal started
obtaining more credit, however that is not the case
since we are not growing as fast as other economies.
We are still poorly ranked in terms of NPL and there
is still much left to “clean”.
The European rentability has a decreasing trend.
Capital costs are greater than what it generates.
Portugal is one of the most indebted countries in the
world. So, the future does not seem very cheerful. Six
or seven years ago, the Portuguese debt issue also
seemed to be vanishing, worsening even more the
scenario. Nowadays, nothing changed. We still have
that exact same loop.
He concluded by denoting that housing prices
continue to soar. Moreover, we have growth and
governance issues. In terms of supervision, we have
to implement it correctly. Up to a certain level, no
one understands what is being done and supervision
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becomes messy. Cybercrime is also a threat that
should be seriously considered, and some banks are
good examples of the risks that new sort of crime
imposes.
Despite the encouraging signals of recovery and
an increasing robustness, there is still room for
some improvements. We shall not forget some of
the mistakes we made in the past in order to avoid
them in the future. In general, all our four speakers
agreed that we are better prepared, and we work
daily towards a bigger prevention level. Nevertheless,
it was also unanimous that the response depends
dramatically on the nature of future shocks.
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CONCLUSION
Arriving now at the finale of this document, we are
proud of concluding that for the fifth year in a row,
Economia Viva has managed to carry on its already
traditionally exponential growth. What was once a
small idea informally discussed among colleagues
from both NEC and Nova SU has now become an
event that captures the attention of universities and
institutions across the country. In fact, with each
edition the event has featured an increasing number
of international speakers, capturing more and more
the attention of the European public.
As it is the purpose of this document, we hope it can
be useful for anyone who is seeking information,
data or ideas on the themes debated or for any
person who is just looking for an interesting reading.
Mainly, this document is for anyone in a position of
power, an appeal for you to use the quality of the
panellists and the debates created during Economia
Viva 2020 to make better decisions in the future.
This event thrives for a world that takes a closer
look at the scientific facts and the state of society to
satisfy their needs in the best and more efficient way
possible.
Starting with a discussion on the ethical implications
of nudging and the important role of experimental
economics in devising data-oriented policies, passing
by the necessary steps towards a just transition
to a more sustainable economy and society, the
implications of a deeper integration in Europe, the
efficiency of self-regulated labour markets, the
future of our globalized world, and the strength of
the Portuguese banking sector for facing a future
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crisis. This report aims at giving an independent and
unbiased insight on these topics by gathering a rich
set of diverse and informed opinions. That is the
essence of Economia Viva, and that is what we have
always thrived for.
None of this would have been possible without our
amazing guest speakers, our incredible partners,
and our untiring taskforce, that gave their time and
resources to bring a knowledgeable discussion to
our school. To the Representation of the European
Commission in Portugal, to Nova School of Business
& Economics’ Brand & Communication and Events
Departments, and to the Carcavelos Campus’ Staff,
a special thanks for the hard work and for helping
students take their initiatives to a whole other level.
To all the Professors and former participants that
took a bit of their private time to talk to us in order
to help formulating the best edition possible, with
the most present topics and, as always, the best
speakers. To all of you, we give thanks for once again
bringing economics to the open world, for making it
for all issues, for making it for all minds, for making it
for all opinions. We thank you for making economics
for all.
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