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Everything Accomplished During the Great
Depression to Make Capitalism Workable Has Been
Taken Away Resulting in Economic Crisis that Only
Debt Forgiveness Can Mitigate

By Dr. Paul Craig Roberts
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Below are an interview I gave to the Herland Report prior to the coronavirus explaining our
precarious economic situation and Michael Hudson’s article today explaining that the way
out of the economic crisis is a debt jubilee.  As the debts cannot be paid, it makes far more
sense to forgive them than for all of us to sink with them. Debt cancellation is not an
expression of idealistic egalitarianism. It is a practical alternative to prolonged depression
and worse economic polarization with all of its social and political implications.

The central point of my interview is that deregulation and concentration of the economy and
its financialization has made another severe depression unavoidable—unless possibly there
is a debt jubilee as Michael Hudson recommends.  See this. 

The question we face is whether our leadership can understand that more debt is not the
answer.  So far “solutions” seem to be to make more loans, thereby continuing to build up
debt. As existing debts—mortgage, student, car, credit card—are so overwhelming that they
cannot be paid, adding more loans is like throwing fuel on a fire.

Debts  have  to  be  cancelled  as  they  are  smothering  individuals,  businesses,  and  the
economy. Our economic culture is accustomed to thinking that debt must be paid. The belief
is that to reward those who did not live frugally and avoid debt subsidizes and encourages
bad behavior. But in this case, unless debts are forgiven the frugal and responsible go down
with everyone else.  As I have emphasized for 20 or more years, globalism stopped real
family  income  growth  by  offshoring  high-value  added  jobs.   Under  Alan  Greenspan,  the
Federal  Reserve used debt  expansion to take the place of  income growth in  order  to
continue to fuel aggregate consumer demand.

Debt forgiveness has a long history of success.  The ancients used it repeatedly, and in 1948
in Germany, the replacement of the Reichsmark with the Deutsche mark wiped out 90
percent of government and private debt, resulting in “the German miracle.”

Government debt is not the problem that private debt is.  Government can pay off its debt
by printing money, but individuals and businesses cannot.  As Hudson says,

“if the U.S. government can finance $4.5 trillion in quantitative easing for the
banks, it  can absorb the cost of forgoing student and other debt.  And for
private lenders, only bad loans need be wiped out. Much of what would be
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written off are accruals, late charges and penalties on loans gone bad.”

Debt forgiveness for banks and large corporations implies some nationalization so that the
public sees some fairness in the bailouts of debt.  Essentially, quantitative easing was debt
forgiveness  for  too-big-to-fail  financial  institutions.   The  Federal  Reserve  purchased  the
banks’ bad loans and put them on the Federal Reserve’s balance sheet.  Unlike a bank, the
Federal  Reserve  cannot  go  broke.   Our  economic  culture  also  sees  nationalization  as
socialism and an awful terrible thing.  I addressed that issue on March 14, see this. 

Our ingrained ways of thinking can easily prevent a solution to the current crisis, which is
building as I write.

Here is a link to Hudson’s article.
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