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The coronavirus, Covid-19 or the Wuhan virus or whatever you may call it, is a pandemic that led to seizing of the world economy in early 2020.  After a late start, the U.S. economic policy response was to infuse massive liquidity (cash) and bailout of corporations - big and small - as well as short-term injection of cash transfers to the unemployed, and employed workers with annual incomes of up to some $100,000.  Critics argue that this is not “capitalism,” which is the foundation of the U.S. economy but it is a clear case of crony capitalism peppered with socialism on steroids.

To quote a guru of capitalism, Milton Friedman: “Only a crisis  --actual or perceived--  produces real change.  When that crisis occurs, the actions that are taken depend on the ideas that are lying around (prevalent at that time).  That I believe is our basic function: to develop alternatives to existing policies, to keep them alive and available until the politically impossible becomes politically inevitable.” Now that the pandemic is real, has the United States begun the move toward a system of stakeholder wealth maximization?

Questions:

1. What aspects of the CARES Act (Coronavirus Aid, Relief, and Economic Security) do you think goes toward bailing out corporate America?  Give examples and explain if you consider this to be a part of the capitalist system.    

2. Do you think that Milton Friedman was correct in predicting that policy changes will reflect the socio-economic environment of our time?  Has the time for democratic socialism à la Bernie Sanders style arrived?  Explain with the help of examples of the CARES Act.

