Funding the Future

Debt has not been caused by low interest rates, but hiqg...
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As Larry Elliott notes in the Guardian this morning, the World Bank is worried that debt
is rising worldwide. This is their data:

Larry raises two concerns. One is the rise of personal debt. The other is that the data on
national debt hides the fact that much of the growth is amongst developing countries.

Dealing with the latter first, the concern is very real. Debt is not a concern for a country
like the UK, where we have our own central bank and currency and have issued almost
all our national debt in sterling. We cannot go bust because by definition we can always
pay our sterling debts. This, though, is not true of many developing countries where
loans are often in a foreign currency, and usually the US dollar. There the whim of
Donald Trump holds sway and could cause real problems, as would any downturn in
world trade, which climate change might involve. There are real issues here.

But so too are there in the growth in personal debt. This is a symptom of
over-consumption and incomes that are too low. | am not suggesting that the same
people are doing both: they are separate but related issues created by an economy that
promotes excessive consumption of goods produced at minimum cost to deliberately
fuel debt, which then keeps people enslaved to the economic process that has
ensnared them. This is the real crisis of modern capitalism, and the real reason why it is
so frightened of climate change movements.

The solutions are threefold, and all are noted in my book The Courageous State.

One is to break the consumption cycle. The first way to do this is to tackle the
pernicious role of advertising, which is always intended to make people unhappy.

Second, there is an obvious need to lift real incomes, the flattening in which has fuelled
this crisis.

And third, there has to be a commitment to continuing low interest rates as anything
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else would fuel disaster and the most massive collapse.

But | stress, to argue that low rates caused this problem is wrong. It was the drive for
growth, in GDP and debt, that fuelled this and brought the world to its knees in so many
ways. And it is low wages for most that exacerbated that. Low interest rates are a
symptom and not a cause. So let's tackle the real issues, and not the symptom.
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