From a viral health-crisis to a global Depression
The long-term Consequences of CoVid-19
It is clear that a string of Nucleic Acid genome (i.e. a virus) called “SARS-CoV-2” has created an unparalleled change
in our environment, in our habits and in our activities. It seems that we are only at the start of this sharp paradigmshift, and that the consequences of CoVid-19 will be long lasting.
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The second wave
overtakes the first
Viral infections spread in different
waves, and CoVid-19 is not different.
When the epicenter moved first
from Asia to Europe, governments
implemented
containment
measures with varying success, the
infections peaked and settled back
down.
When the epicenter moved to
North- and Latin America, the local
authorities responded late less effective.
That first wave is still raging and
claiming an increasing number of
victims in parts of USA, and in populous countries like Mexico and
Brazil.
The American experience show
that denial isn’t an effective policy
to combat a virus.
From May, European countries relaxed the lock-down and re-started
the normal economic activity

A second wave of infections is now
starting to emerge: holiday travel,
student parties and religious gatherings are now a new source of a
secondary spreading the virus.

The economic impact:

Low income social groups with a
more limited mobility and populous neighborhoods now bear the
majority of new infections.
So, after 6 months of restrictions,
reduced economic activity, and varying degrees of lock-down, the new
infection rate worldwide is still at an
all-time high.
The second wave in Europe is
merging with the first wave in the
Americas, creating record numbers.
Even though the global pharmacommunity rushes development of
potential vaccines, real protection
worldwide is still months or even a
year away.
Moreover, it seems that people can
be infected and get sick a second
time, casting doubts on an effective
vaccine…?

a strong squeeze
The end of 2019 was clearly the end
of an economic cycle. The 1Q2020
started weak across the global
economy, even without the CoVid19 consequences.
The lockdowns and reduced social
activity made the 1Q GDP figures
cave in, and as could be expected,
the 2Q2020 figures are much,
much worse.
From Europe to Japan and back to
USA, 2nd quarter GDP growth
shown a significant Q/Q drop of
about -10% to -15%.
This is after an already poor 1st
quarter, and an overall drop of the
economic activity of between -20%
to -30% annualized in the 1st half of
the year.
The recession that is emerging is
significantly more severe than the
2008/09 financial crisis.

Travel will not
return to normal

Looking at the performance of the
different countries, there is a clear
correlation between the severity of
the first wave of the infections, the
severity of the lock down measures,
and the 2Q collapse of the economy. The q/q GDP figures in UK (20.4%) and Spain (-18.5%) are terrifying.
Moreover, with the 2nd wave now
starting to spread in a different part
of the population, a rebound in the
2nd part of 2020 seems quite unlikely….
At best, a vaccine-linked economic
stabilization can be expected for
the summer of 2021.

Are we still calling this
a Recession?
or should we admit this is
a Depression?

International travel and (low-cost)
package holidays won’t return to
what they were. Airlines are struggling to survive, and a string of collapses and bankruptcies are
coming.
What businesses are affected? Restaurants, bars, lounges, nightclubs,
dance halls and other places where
people come to be with friends and
to meet new people will need to
adjust.
Many of these businesses have suffered significantly between March
and July and might struggle to get
back in business with reduced capacity (to maintain distances) and
increased cost (disinfection and
other protection measures).

It is clear that this “little flue” will
have long term consequences. It
will change the way business is
done. It will change the way people
socialize. It will change travel (both
for business and pleasure). It will
also change production and supply
chains.

A significant smaller airline sector
will be able to charge “normal”
prices for intercontinental trips.

2021 will bring a new reality: the
«Post-CoVid19 paradigm-shift».
How will the world look, how will we
live, and what does that mean for
companies?

Socializing
& social distancing.
As long as there is no safe vaccine,
people will need to continue to live
with
social-distancing,
safety
measures, mouth-masks and increased hygiene.
Safe social contacts are limited to a
small inner circle of well-known
people.
The whole business of socializing
looks very different. Tinder-couples and nightlife-encounters are
difficult if close contact is restricted
to family members.
With international travel limited,
cross-border friendships can only
flourish on-line and are bound to
remain there longer.

Only the strongest and more agile
will survive, but with a smaller fleet
and a reduced offer.

Socializing
Schooling & Learning
A specific question on social distancing is for schooling: the old
model with many pupils on a small
surface would be a propellant for
the virus.
Even though Children are less
prone to falling ill, they would still
bring the virus home to elders. A
mix of on-line schooling and small
groups of in-situ learning is likely to
emerge.
The very profitable business of
High-End US based Universities
could also come under pressure.
Why pay top dollars for on-line
courses with no real local US experience? Canada, Singapore and
Australia are now successfully competing for these student dollars.

Transatlantic flights will be over a
thousand dollars for basic flights, as
they were before the boom of the
£49.99-airlines.
The current reality of an 500km
flight being cheaper than the corresponding train ride doesn’t make
any economic sense and might disappear. Back to sustainable public
transport?
We may even see the return of flagcarriers, as governments subsidize
carriers to assure that their capital
remains connected - not obvious
when big airlines look at profitable
routes to survive.
While private travel for tourism will
become more exclusive, business

travel will be even more under
pressure.
With the lock-down, corporate captains got used to video meetings
even for their nearby staff.
The compelling argument to fly
across the globe at higher prices
will be much harder to make, so
volumes will go further down and
stay down.
This will have a consequence for
the hospitality industry too: not
only do hotels need to adapt the
capacity to social distancing, there
will probably not be a return to
mass tourism with all-inclusive buffets and groups moving synchronous through tourist traps?

With fewer Business travelers and
less mass tourism, hospitality
chains can be expected to consolidate.
Private accommodation will probably move up-market to make up for
a lower volume. Domestic travel
and crowd-shared lodging may in
the winner in the end?

The Main Street
will look different

Unless it’s for something very specific, there is little reason to go to
Main Street for shopping for
clothes or household items.
Prices are at least the same on-line
(and often better), and the convenience of buying what you know and
having it delivered at home is a
convincing argument against looking for a parking space in crowded
inner cities (in Europe) or malls (in
North America).
Just as socializing and schooling,
the shopping experience will move
to the on-line world, with more
choice, more convenience and
competitive prices.

Even leadership positions can work
(at least for part of the week) from a
well-equipped home office.
That doesn’t mean that close contact between leadership and a
team is irrelevant, but in discussion
of the daily commute to the office,
the balance between a central office after a trek through traffic and
productivity through digital videos
connections has clearly shifted.
If there is no longer a requirement
to provide a desk for all staff and an
office for all seniors, then there is a

Even
highfashion brands
are now available on-line.
Technology to
take accurate
measurements
online
are
available, although not yet rolled out.

Offices space
for everyone
can go
Businesses are evolving fast for survival. Production processes in manufacturing will continue to be
dependent on essential personnel.

While the shopping street of many
cities look copies from each other,
the business model with the same
branded stores in every city or mall
doesn’t make sense anymore.
During the lock down we all got
used to the convenience of having
all brands and all sizes and models
available on our tablet.

Remote work has become acceptable and has proven to be productive for the majority of office jobs.

genuine question of the shape and
volume of office space. Inner cities
are full of glass buildings with zillions of offices. Will they have a
value in future?
And what about residential property in inner cities and suburbs?
If the daily commute becomes less
relevant or even no longer required, why would a small apartment in Manhattan be much more
expensive than a house with a garden in New Jersey or the Hamptons?
Or why would a Studio in the City of
London be more valuable than a
villa with home office in the polders
of Flanders (yes, all the way across
the channel)

But what about offices? Digitalization of processes is a condition
precedent for success, to the extend that some bank-credit now
seems to depend on digital transformation.
Many routine processes can
increasingly be handled by
A.I. More strategic activities
do no not necessarily depend
on people sitting together in
a single place every day.

Working in a different country
than where you live isn’t farfetched anymore.

Future of work:
CSR and ESG

opportunities, but a conscious lifestyle choice where a career doesn’t
start as a management trainee nor
ends on the day the employee is 65
years old.

If we need to keep up with social
distancing, while presence in an office every day is no longer relevant,
and while routine office jobs are
outsourced to AI, there is a huge
challenge for leadership.
There won’t be a need to a boss
who is just bossing subordinates….
Leadership will be about «steering
in volatile and ambiguous
waves» of changes and turbulence
and running companies and corporates for all stakeholders, not just
the stock markets and to keep the
(investment-) bank analysts happy.
As there is an increasingly blurred
line between the role of a Country
and the role (and size) of a multinational Corporate, CSR (Corporate
Social Responsibility) is no longer
an optional marketing gimmick, but
the core of the «raison-d’être» of a
successful business.

Focus on renewable energy, recyclable components, batteries and
durable production will be increasingly expected from successful
techies.

Future of work:
nomads become the
norm.
The CoVid19 sanitary crisis and
coming recession/depression are
bound to bring a lot of bankruptcies worldwide, not just in restaurants and the main street retailers,
but in many companies that depend on travel or on a stretched
production chain.
Unemployment will soar in 2021
and the levels seen in Spain in 2008
(over 25% youth unemployment)
could be the norm rather than the
exception.

Yes, the company needs to be profitable, but yes, the company needs
to take care of its teams, and create
a future for the families it feeds.
CSR will also be part of the discussion between Companies and Governments, especially in emerging
markets where the care authorities
can provide their citizens is limited.
Resilient companies that balance
their return to stakeholders and
have the right mix of policies will do
better financially.
After responsibility, «sustainability»
can become a competitive advantage (or a requirement) in the
eyes of the informed customer.
New ESG (i.e. Environmental, Social
and Governance) regulations or directives could be part of the postCoVid19 landscape, certainly for
the financial and tech industries…

This
will
likely create
a new relationship between businesses and workers as
well: Contract Workers, Freelance
teams and Interim Managers.
A lot of Millennials have already
started their career as digital nomads.
Whereas the lack of formal employment or a fast rotation of employers
used to be a red-light for recruiters
just a few years ago, it becomes a
badge of honor in the agile world
of fast-moving projects and people.
Free-lance or interim is no longer a
consequence of a lack of

Mobility and a Free-spirit combined with digital skills and a flexible lifestyle give a much better
work-life balance than a 9-5 job in a
glass office building.

From Carbon & Steel
to Silicon & Data
In de post paradigm-shifted environment, we will all take climate
change seriously.
Even now, private individuals are
installing solar panels to reduce the
carbon footprint of their residence.
Companies are investing in green
energy, through solar, roof gardens
to reduce the inner-city heat, and
wind power.
Our children, the so-called millennials, are very conscious about energy.
Some youngsters don’t even
bother to get a driving license, not
needed for their current social cityand sleepover life.
Electric powered transportation is
increasingly present in our life and
has shifted from trains to busses,
and now to cars and scooters.
From a European point
of view, it is
quite
surprising
to
see that alls
scooters in
Shanghai
are already
battery powered…
When looking at objects of desire
(i.e. irrational consumption - the famous boys and their toys) twentysomethings think more about
iPhones and Play-stations than
about a Motorbike or an electric
guitar.
Silicon and battery-powered objects are means to socialize, to meet
and to conquer.

Add to the mix that mainstream
fashion becomes less gender specific, and we are really living in a different world.

And for big boys and expensive
toys, the silicon-with-batteries are
housed in Titanium and Aluminum
cases, rather than a petrol engine in
a steel coffin.
In this silicon- and battery world,
neither oil nor steel are the main
raw materials. Data is the new gold.
Large companies and focused businesses that have access to behavior- and payments data will have a
long-lasting A.I.-driven competitive
advantage.
Data is part of product design; data
is part of distribution; Data is risk
management and data is steering
the production.
In the Google/Android world, we
(and the data about us) becomes
the product - gone is real privacy.
We like Google maps and waze and
are willing to share our location to
use the tools for free (for now).

On the flip side: privacy is now also
a product - Apple can charge much
more money for their devices on
the promise of some privacy (for
the savvy user only though).

Just-in-time
Chinese supply-lines
aren’t the future
One of the side effects of the corona virus crisis is governments and
companies
realizing
that

businesses are now overly dependent on Chinese factories.
Medical equipment, protection
gear, even reaction material for
CoVid19 test kids and production
materials for vaccines are all imported from China.
US, Europe and other countries certainly would like to avoid this overdependence of a single country,
even if this is the cheapest place to
produce. The White House has
even a policy word for it: «decoupling»

During the Corona Crisis, China
made clear choices of where their
friends are, with support and priorities for friendly regimes.
It’s policies towards Hong-Kong are
just an example of a new-found
confidence that China can have a
bigger place in the world.

A shift in production and global
trade patterns can be expected.
Re-shoring production to (Eastern)
Europe can be expected and this is
certainly a great opportunity for
these countries and regions.
The same goes for more production facilities south of the Rio
Grande for the Americas.
Of course, this doesn’t mean that
the jobs in factories in China will
move to Hungary or Brazil: new factories will be less dependent on local labor, and more on machines.
Silicon and batteries again.
New production methods based on
digital distribution and local (3Dprinted) production seems to become the way to go in the mediumterm future.

End of
the Pax Americana
The current global shifts:
•

domestic focused policies in
US,
• economic strength and assertiveness of China,
• a relative weakness of the EU
institutions and a
• self-serving but self-conscious
Russia
create a totally new world order.

Chinese Investments in Africa and
Latin America guarantee its supply
lines and are an example of longterm planning.
This contrasts with the perceived
lack of international presence and
leadership of the USA, more focussed on impeachment and partisan elections than on a serious and
deadly global pandemic.
Whereas the United States was the
super-power of reference for the
last 4 decades, there doesn’t seem
to much focus on resolving the ‘20’s
crisis, the deepest since the Great
Depression of the ‘30’s (the 1930’s
that is).

Closure of borders, restrictions on
movement of people and goods,
lack of coordination of lock-down
and rebound measures to stop the
spread of the virus, didn’t exactly
put the EU institutions center stage
in the current crisis neither.
The current conflict in the eastern
Mediterranean (Turkey and Greece
arguing on possible oil around a
small island north of Cyprus) has
the danger of bringing the Middle
eastern
wars
between

revolutionary fractions (Turkey, Qatar, Iran) against conservative fractions (Saudi Arabia, Emirates and
Egypt) directly into European Union. The danger of escalation is
real.

Public sector:
Health & Care
and Healthcare
One group of people that got the
Spotlights and moved Centre stage
is everyone involved in Healthcare.
Whereas nurses and Care-workers
were at the fringes of the corporate-profit based world, it is now
clear that even corporate profits
depend on a healthy environment
where safety and wellbeing create
interested consumers and productive teams.

Is this the end of globalization? Is
war brewing? Or is it an opportunity to strengthen the case for a
U.N.-government?

The mortality rate of CoVid19 is
much higher in countries where
public healthcare isn’t readily available (Northern Italy, Mexico and
Brazil) and where private medical
insurance wasn’t available (minorities in USA).
The finance of healthcare and care
for the elderly is bound to get a
make-over. Neither a fully public
health system as in Europe nor a
company funded care system in
USA is working well.
The lack of a safety net in emerging
markets is frightening, as it keeps
viruses spreading. A better organized and better funded care system would help future pandemics.

The doubt on Russian influence in
the Brexit vote, the US presidential
elections and the shooting of a Malaysian airliner over Ukraine complement this perception of a
fragmented world with new power
lines.
So, the balance of power as we
have known it, has come to an end,
and the world seems to fall apart in
blocks of influence.

independent of whether they were
protected by a corporate medical
plan.

Healthcare, Pensions and un-employment funding urgently need a
profound make-over, more global,
fairer, more sustainable.
Health and Care (and pensions) are
likely to get better attention in both
government priorities and corporate CSR policies.
The SARS-CoV-2 virus illustrated
that
people
get
infected

If there is a lesson to be learned from this current crisis, let it be this one: quality
healthcare should be available for everyone, and care workers are the only ones
a person really needs when everything is going wrong…
The world and the global economy is going through an unprecedented transformation, reversal 50 years of globalization and the danger of armed conflict
escalating. There will be a different world order, a different economy and a different global trade.
It’s time for companies to get the talent on-board to face the crisis. Interim &
Crisis Managers are the experienced nomads that your company needs today.
Bart A. Pattyn – Interim & Crisis Manager - +32-495-288488 – bart@pattyn.me – http://bartpattyn.com

