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Virus Economics: An American Tragedy 

by Robert Guttmann 

The Balancing Acts of Virus Economics 

The world seemed largely distracted with more mundane matters when a new coronavirus, labelled SARS-

CoV-2, appeared in late 2019 in Wuhan (China) and then, superbly adapted for human-to-human transmission, 

launched its planetary march of exponential spread in January 2020. We should have been better prepared for 

the possibility of a global pandemic even though the last such occurrence of comparable danger happened over 

a century ago – the “Spanish Flu” of 1918/19. Signs of an impending pandemic have abounded in recent years, 

with five near misses over the last couple of decades - SARS in 2002, the bird flu in 2005, the swine flu in 

2009, MERS in 2012, and Ebola in 2014/15. This heightened threat of pandemics is consequence of stressors 

our modern capitalist economies have put on the environment altering the relationship between humans and 

animals – the accelerating destruction of our planet’s biodiversity, erosion of wildlife habitats, animal 

commerce, increased meat consumption, and changing patterns of movement by certain animals key to the 

production of new viruses and their zoonotic transmission, notably bats. The sad truth is that, even beyond the 

new coronavirus, the world will remain susceptible to recurrent pandemics as global threat which makes today’s 

experience an important trial run for future episodes. 

From an epidemiological point of view, the new SARS-CoV-2 coronavirus is a formidable foe. It is highly 

transmissible by inter-personal contact, as an airborne aerosol, or even touch of surface. It spreads often 

unbeknownst to the carrier who may not be aware they carry the virus (up to 40 percent of infected humans are 

asymptomatic) or may not have yet developed symptoms of Covid-19 (whose incubation period ranges typically 

from five to ten days).1 If unchecked, one person will on average infect three others, for a basic reproduction 

number R0 (“R naught”) ≥ 3 assuring an exponential rate of transmission: 1 -> 3 -> 9 -> 27 -> 81 -> 243 -> 729 

1 Covid-19 is the official WHO-designated name for the disease symptoms associated with infection by the SARS-CoV-2 virus, which 

include most commonly high fever, cough, loss of appetite, shortness of breath, fatigue, loss of smell or taste, and muscle or joint 

pains. We are still getting to know the wide array of often life-threatening complications that may arise from Covid-19, including 

pneumonia, sceptic shock, liver damage or heart failure. 
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from  personal  protective  equipment  for  the  staff  to  the  ventilators  or  respirators  keeping the  sickest  patients  

alive. 

•At the same time governments have to manage a huge shock to the economy. The lockdown will 

deprive a significant proportion of people and businesses of adequate income while staying home, even though 

their bills still have to be paid. This is an existential threat for many and requires large amounts of immediate 

assistance, prompting governments to arrange for income substitutes in the form of one-time direct payments, 

wage subsidies, and/or unemployment benefits. All governments, even those typically committed to austerity, 

will also be under pressure to help key industries cover their losses. Even with such assistance, the shock to the 

economy is so large as to threaten a negative multiplier effect of spending reductions feeding further income 

losses which in turn spur more expenditure cuts, and so forth. The danger of such a chain reaction is that it gains 

traction like an avalanche and so turns into a so-called “debt-deflation” spiral involving forced asset sales, 

massive cash hoarding, credit freeze, debt defaults, and falling prices.4 -

acted by additional government spending (e.g. on added public-health capa

Such a scenario needs to be counter

city) to compensate shrinking private 

sector spending. 

•Equally important, if not more so, are the central bank interventions against the debt-deflation spiral’s 

financial-distress dynamic. The lockdown-triggered responses by the Fed, the European Central Bank, the Bank 

of England and other monetary authorities have rapidly gone beyond the scope of “quantitative easing” 

following the 2008/09 crisis. Besides locking in short-term interest rates at or near zero, central banks have also 

pushed long-term interest rates to very low levels through huge purchases of government bonds which have the 

added advantage of helping to cover exploding budget deficits. In addition, they have launched large-scale 

purchase programs for other securities, notably corporate bonds and money-market instruments such as 

commercial paper, in support of sustaining financial markets. Central banks have also widened their scope of 

direct monetary financing, beyond buying newly issued government securities or allowing overdraft facilities 

for the government’s accounts, when they set up lending facilities that can be tapped by non-bank financial 

institutions and even non-financial corporations in case commercial banks refuse to lend enough during a credit 

crunch.5 

•The longer the lockdown, the greater the likelihood of lasting damage to the economy in terms of 

defaults, bankruptcies, closures, and job losses. And the greater that damage, the slower and more painful the 

recovery! Governments are hence under pressure to re-open their domestic economies as soon as possible while 

4 We owe it to Irving Fisher (1933) to have laid bare the inner dynamic of such debt-deflation spirals and why, once unleashed, they 

have the potential to drive an economy into depression. Deflation makes any given sum of debt more burdensome as the value of 

money goes up, while the added debt burden forces more distress selling pushing prices further down. 
5 Direct monetary financing is a crucial argument of the post-Keynesian protagonists of “Modern Money Theory,” such as Randall 

Wray (2015) and Stephanie Kelton (2020). The fiscal and monetary policy innovations in the wake of virus economics will give this 
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breaking long-standing practices  and institutional  configurations. F rom  a  sociological  point  of  view,  the  

pandemic is thus also a story of trend accelerations and ruptures. 



  

           

        

          

        

          

           

   



  

         

        

           

            

                   

         

            

            

             

             

       

 

            

             

           

               

            

                 

            

          

            

          

             

             

            

 

              

         

       



  

            

             

        

           

         

          

          

          

              

             

          

              

          

           

            

        

 

  

 

             

                

            

              

                  

           

                

              

           

                 

              

        

 

 
                   

             

unique institutional contexts with regard to finance, in particular as concerns loan-loss recognition of banks, 

debt restructurings, and other relevant aspects of financial-crisis management. China, for example, has a state-

dominated banking system within a tightly constraining regulatory regime going through a zig-zag process of 

reform accelerations and slowdowns as the central command of the government struggles with policy 

adjustments. The European Union is building a supra-national federalist policy apparatus for financial 

regulation as well as monetary policy in response to crisis-induced pressures while facing continuous tensions 

from still largely nationally organized policy traditions (e.g. taxes) and local elite triangulations involving 

bankers, industrialists, and well-positioned civil servants or politicians. The United States, always pushed by a 

powerful Wall Street lobby and an elite wedded to financial income to consider more regulatory forbearance, 

deregulation, and central bank support of financial markets, has to worry at the same time how to contain 

finance-driven sectoral, regional and demographic inequalities from widening to a point where they threaten to 

tear American society apart. As each of these three power blocs grapple with their own incidences of financial 

instability, they will together face the centrifugal pressures of a slowly disintegrating international monetary 

system put under enormous pressure by the capital outflows and debt servicing problems hitting strategic 

emerging-market economies (e.g. Mexico, Brazil, Argentina, Turkey, South Africa, Indonesia) for which the 

existing crisis-management mechanisms (e.g. International Monetary Fund) may well prove inadequate.10 

America’s Nightmare 

All these centrifugal tendencies towards a multi-tiered triad shaping the emerging configuration of a multi-polar 

capitalism would not be so acute if the pandemic had not pushed the once well anchored center of that system – 

the United States – completely off track. The United States has 4 percent of the world’s population but 25 

percent of all coronavirus infections. That gap is likely to grow wider still, as many other countries successfully 

slow the spread of the virus while the rate of infections continues its exponential increase across large swaths of 

the United States. We have now (November 2020) an average one thousand Americans dying of Covid-19 

every single day, and that number is still on a steep upward trajectory. While regions hit hard at the beginning, 

notably New York, the rest of the Northeast and some parts of the Midwest, have succeeded in flattening the 

curve and then reopened very gradually to manage spread risks quite carefully, the rest of the country – 

https://inadequate.10


https://under-resourced.12
https://societies.11


 

         

                

            

            

           

          

              

  

 

            

            

           

            

        

              

            

            

           

            

             

            

            

            

          

         

                 

   

 

           

        

            

 
                      

     

The  pandemic  has  brought  into  sharp relief  the  degree  to which African-Americans  and Latinx were  so much 

more vulnerable due to systemic barriers to equality, leaving them far more exposed to Covid-19 and nearly 

thrice as likely to die from that disease than white Americans. Members of either group live in more crowded 

settings, are more likely to have to go to work every day in low-pay “essential” jobs, have less access to health 

insurance, and suffer more comorbidities, such as hypertension or diabetes, putting them at high risk of serious 

illness or death from Covid-19. Extensive discussion in the media of these blatant discrepancies affecting 

especially black Americans provided a fertile background for the sudden emergence of massive protests against 

police brutality and racial injustice in the wake of George Floyd’s gruesome murder by four Minneapolis 

policemen on May 25, 2020. 

The remarkably broad mobilization of protest arising in the midst of a pandemic has forced a national reckoning 

with racism in just a few weeks’ time, spurring in short order rather far-reaching policy proposals pertaining to 

policing and criminal justice.13 Leaders of the “Black Lives Matter” movement have begun to formulate an 

https://justice.13


 

            

               

       

              

             

           

              

              

 

           

        

                

              

       

           

       

            

           

          

          

           

         

       

             

           

       

 

             

            

 
                     

               

                   

                      

      

decisive  one  was  the  third, t he  $2.3 trillion  

https://overwhelmed.14


 

              

             

             

            

             

              

        

           

               

          

            

             

          

          

           

           

                

               

              

    

 

  

 

                     

           

         

               

            

             

            

      

           

            

             

will thereby more than double its balance sheet in less than a year, estimated to reach $9 trillion by end-2020, 

with a much more diverse (and more risk-prone) portfolio from its growing variety of funding facilities. This 

support has been critical in preventing the economy from falling into a debt-deflation spiral. The Fed’s 

widening of support as market-maker of last resort moved swiftly beyond strictly national boundaries in support 

of the world’s dollar standard, the USD-based international monetary system of trade, direct foreign investment, 

and cross-border portfolio investment flows, when the global scale of the lockdowns triggered a sudden, violent, 



 

           

          

           

             

               

            

             

        

 

              

                

              

         

          

               

         

          

            

          

            

             

         

            

         

          

 

      

 

               

             

           

 
                        

 

 

     

stalemate and tired of legislative paralysis, want substantial reforms as concerns health care, immigration, 

climate change, policing and racial discrimination, criminal justice, gun safety, tax policy addressing income 

inequality, business regulations, competition policy, labor protections, and corporate governance. The pandemic 

has ironically put many of these issues into sharper relief, thus intensifying clamor for reform as crystallized in 

the widespread support for the “Black Lives Matter” revolt in June 2020. There is a growing sense that America 

is in dire need of a new social contract.16 Skilled Democratic lawmakers under Biden’s leadership may spend 

https://contract.16


 

             

              

          

         

 

                   

              

             

       

              

              

               

              

        

             

           

             

        

 

               

            

          

           

               

         

            

              

         

        

           

 
                   

           

decades  we  have  had five  near-misses  of  potentially devastating pandemics  barely contained,  and  so it  was  

really only a question of time before the world would be hit by one, most likely a new coronavirus originating 

from bats such as SARS-CoV-2 has indeed turned out to be. Pandemics have thus become a structural threat to 

the world economy, inevitable result of how capitalism has transformed nature and globalized amidst steadily 

accelerating urbanization. In that sense we are now going through a structural crisis. 

It is significant that we are in the midst of the second structural crisis in a row, after facing the “subprime” crisis 

of 2007 - 2009 whose spillover effects left the world economy shaky until the mid-2010s. Such a pattern of two 

consecutive structural crises is something we have witnessed in the past, best understood in the context of so-

called “long waves.” Those long waves, also known as “Kondratiev Cycles” and typically extending over a 

period of forty to sixty years, shift from a long boom into a downswing phase of secular stagnation with a major 

financial crisis.18 Such systemic crises arose when the Great Panic of 1873 triggered a six-year depression on a 

global scale, also following the disruption of World War I during the monetary turmoil of 1919 – 1923, then 

again at the end of the post-war boom with the disintegration of Bretton Woods in 1971 - 1973 marking the 

onset of decade-long stagflation and finally with the aforementioned “subprime” crisis of 2007/08 extending to 

the eurozone in 2009 - 2012. Amidst the deepening secular stagnation following those systemic financial crises, 

a second major crisis would follow in fairly short order which often enough set in motion major transformative 

processes. Examples of such second major crises are the 1893 – 1896 depression, the Great Depression (1929 – 

1939), and the double-dip recession of 1979 - 1982. 

There is a Marxist analysis of long waves, as put forth by Ernest Mandel (1980). That approach focuses on the 

capitalist system’s long-run tendency of the profit rate to decline leading eventually to a serious crisis during 

which counter-tendencies restoring profitability, such as lowering of wages in the face of mass unemployment, 

cheapening of fixed capital stock, or destruction of the most overextended firms leaving survivors with greater 

market share, come to the fore to the point of eventually setting the stage for a durable recovery, often enough 

https://crisis.18


 

                    

 

            

             

        

           

            

             

            

        

             

         

                 

 

            

           

          

             

       

            

             

               

              

   

             

               

     

               

             

   

 

 
                

               

revenues  stagnate.  It  is  this  dynamic  that  has  typically brought  about  great  financial  crises  at  the  end of  boom  

periods, as in 1873 - 1879, 1919 - 1923, 1929 - 1933 (in the case of the US), 1971-1975, or 2007 - 2012. 

If we were to bring these various dimensions of capitalism’s long-wave dynamic together into an integrated 

analytical framework, we would arrive at the path-breaking work of Michel Aglietta (1976/1979) or Robert 

Boyer (1986/1990), founders of the French Régulation Theory (RT). This inter-disciplinary approach 

temporizes the evolution of capitalism in terms of consecutive accumulation regimes, each with its own distinct 

mode of regulation combining the prevailing wage-labor nexus, forms of competition, modalities of state 

intervention, management of money and credit, as well as international relations into a matrix of institutions and 

normative practices guiding that particular historic version of capitalism through its respective long wave. RT’s 

work has primarily focused on the post-war boom 1947-1969, an accumulation regime characterized as 
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infrastructure, r educed inequality,  sustainable  cities  and communities,  responsible  consumption and production,  

climate action, life below water, life on land, peace and justice strong institutions, and partnerships to achieve 

the goal.21 

Robert Guttmann is a Professor of Economics at Hofstra University and Professeur Émérite, Université Sorbonne Paris Nord. 
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