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Immense Economic Damage of Pandemic:
Worldwide Economic Collapse Reveals Failure of
“Global Capitalism”

Is it not time to begin the struggle for an alternative society, based on socialist
principles, to consign the attendant failures of capitalism to the dustbin of
history?
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As each day passes by data pours in revealing the immense economic damage caused by
the coronavirus pandemic. Most politicians and economic pundits will put the blame for up
the economic hurricane, blasting tens of millions into unemployment, on coronavirus lock
downs. Fitch Ratings has given a brief snapshot of the unfolding economic catastrophe
which it predicts will last well into the 2020s:

“World GDP is now expected to fall by 3.9% in 2020, a recession of
unprecedented depth in the post-war period. This is twice as large as the
decline anticipated in our early April GEO update and would be twice as severe
as the 2009 recession.”

“The decline in GDP equates to a USD2.8 trillion fall in global income levels
relative to 2019 and a loss of USD4.5 trillion relative to our pre-virus
expectations of 2020 global GDP. Fitch expects eurozone GDP to decline by
7%, US GDP by 5.6%, and UK GDP by 6.3% in 2020.”

Yet at the beginning of this year the financial media and political classes around the world
were making rosy forecasts how we were going to experience moderate economic growth
this year built upon solid economic foundations. There was no cause for worry or alarm just
let global capital work its magic and trickle-down economics would ensure living standards
would rise for all.

Fast forward 4 months and a global health pandemic has revealed how shallow, brittle and
unstable were the economic foundations of global capitalism. These foundations were built
upon infinitely low interest rates, an exponential rise in debt both public and private
(sending global debt over the $250 trillion mark) and a massive increase in social and
economic inequality.

The world economy was slowing down during 2019 and heading towards a global recession.
Japan’s economy had already entered recession territory in the last quarter of 2019,
meanwhile PMI data from China and Germany indicated that they were hovering just outside
recession territory.

The global economy at the end of 2019 was teetering on the brink and just needed a
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catalyst or pin to pop the everything bubble which has seen massive inflation in the prices
of paper assets across the globe ranging from stocks and bonds to derivatives such as
collateralized loan obligations.

The anaemic economic growth experienced by global capitalism since the last financial
crisis, which was a mere 12 years ago, has been based upon a gigantic expansion of the
global money supply as central banks and governments mistakenly believe that the only
way to sustain our debt fuelled economic system was to create ever more debt.

The last 12 years since the 2008 global financial crisis have witnessed an unparalleled
wealth transfer from the working classes to the billionaire class which wields immense
political influence over governments across the world. Central bank stimulus programs i.e.
guantitative easing together with historically low interest rates fuelled a speculative
bonanza which has pushed financial markets to all-time highs across the globe.

Meanwhile, governments across the world have sought to give the hard pressed billionaire
class a helping hand by cutting capital gains, income and corporation taxes across the
board. President Trump’s $1 trillion tax give away to the economic elites in 2017 is the most
egregious example of this phenomena.

At the same time, wages for billions of ordinary people have stagnated or fallen whilst
welfare benefits and health care have declined. We now have the utterly surreal situation
whereby 26 billionaires control as much wealth as the poorest half of humanity amounting
to over 3.8 billion people.

The working classes and underemployed poor of the developing world were made to pay for
the costs of the 2008 global economic crisis. Once the coronavirus pandemic has finally
burned itself out the working people of this world will be confronted with an economic
depression which will rival and indeed may exceed in severity that of the 1930s.
Governments across the board will once again seek to make ordinary people pay for the
cost of the gigantic debts incurred by government and centrla bank bailouts.

In a desperate effort to prop up their system and protect the interests of their own class
central bankers and corporate politicians across the globe are presiding over yet another
wealth transfer that benefits the richest 1% in society. Bloomberg has noted how over $8
trillion has been printed out of thin air by global central banks and governments to prop up
the capitalist system. The bulk of this horde of fiat money has gone to service the needs of
Wall Street and its counterparts in London, Paris Frankfurt, Shanghai et cetera. The Wall
Street Journal has openly acknowledged this truth in an editorial:

“The Fed may feel all of this is essential to protect the financial system’s
plumbing and reduce systemic risk until the virus crisis passes, but make no
mistake the Fed is protecting Wall Street first. The goal seems to be to lift
asset prices, as the Fed did after the financial panic, and hope that the wealth
effect trickles down to the rest of the economy.”

During the 2020s ordinary people across the globe face a simple but very stark question:
can we have faith in a system whose primary motive is to service and protect the interests
of the 1%? Maybe, it is time to begin the struggle for an alternative society, based on
socialist principles, to consign the attendant failures of capitalism to the dustbin of history.
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