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A RlCh But Bankrupt Nat1or1

Debt as a factor in the depres-
sion, is the subject of an interesting
study made by the Public Affairs
Committee of The Twentieth Cen-
tury Fund. It is pointed out tHat not
all’ debts are bad, some forming a
beneficent part in finasdeing, but
“can raise hob
within our economic structure. This
is particularly true in a depression,
‘Debts also create havoc in a boom,”
encourdging obligations that later
cannot be paid when deflation comes.

In Debt—Good or Bad? By
Maxwell 8. -Stewart, we. learn:
“When we count up the total of all
our debts we find that they come
to the huge. figure of two hundred
and fifty billion dollars. Our tfotal
national wealth before the depres-
sion  was only three- hundred and
sixty billion dollars. When we com=
pare these figures, realizing that our
national wealth fell sharply during
the depression, it is easy to -con-
clude the burden of debt is too great
to be borne by the property on which
it is based. This, however, is being
a little too hasty. Much of the ‘prop-
erty’ on which debts are secured is
itself debt,”

What a man owns depends upon

. how clear his property is. Some who

live in mansions may own less real
estate than - others in humbler
homes, depending on the débt, Trav-

elers crossing America for the first

time are impressed with the rich-
ness of the country, its fertile soil,
livestock, timber, mines, water-pow-
er, oil, railroads, its cities that
scrape the sky. It i3 an exceedingly
rich country sparsely settled, com-
paratively. There is enough here for

all, and to spare. But just how miich

of this the populdtion owits raises
a vital question. :
The proportion of the ecitizens who
possess physical America is small;
and the extent of clear ownership
even smaller, Much of it is mort-
gaged to the future, to many who
will have had no part in creating
what will come to them. Much is
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‘mortgaged against the future, so

that children unborn will have to
work to pay off debt in the creatmb7
of which they had no voice.

All America is divided into three
parts—the -physical continent, man-
made wealth, and people. Close ex-
amination w111 show that most bad
debts arise from overcapitalization
of the first mamed. :

It was President Roosevelt who
made the defense ofy debt, govern-
mental in panticular, on the ground
that what is owed is domestic, owed
to Americans as well as by them.
This is- the ablest defense of debt
that can be made. Because debts are
offset by credits it assumes we are
no worse off for debt, since one
man’s loss is mmerely some other
man’s gain, Losses by debt are thus
neutralized by the gains. This allur-
ing picture leaves out of considera-
tion :the identity of the borrowers
and. the :collectors. The collectors
are not the magses. They are, in the
main, the already rich. In times of
stress the money-lender is always
the . one in a secure economic posi-
tion. The average man and the poor
are the chief borrowers. Thus debts
make for growing wealth concen-

‘{ration in the hands of the few,

Each succeeding depression for-
weards this' process of making the
rieh. richer and -the poor - poorer.
Borrowing . is costly, -especially "in

“hard times, when excessive interest

can bhe exacted -through necessity.
Thus debts are not offset by
equitable liquidation for two reasons:
1. They siphon the wealth off into
the. ands of ‘the few. 2. They are
instruments  of extortion through

- spurious .interest.’

- “Study of the income tax statis-
tics,” .says the. Public Affairs Com-
mittee, “suggests that most of the
debts to individuals are.owed to a

-.relatively small number of well-to-do

persons.” R

The billions poured out by the
government to rescue banks, rail-
roads, building and lean companies,
mortgage holders and -agricultural

interests have- only postponed the
évil day of final settlement. Equally
involved are mortgaged farmers and
fiome owners. The latter, according
to the Public Affairs Comniittee,
“are by 1o means out of the woods
yet. The combindtion of low. rents,
high taxes and high repair costs
leave thiem in a precarious situsdtion
at the present time ... Removal of
the moratorium laws might produce

" a new crisis.”

‘With the nation in debt up to its
ears, private and public debt at new
highs, the conclusion is forced that
our security is threateried -more from
within than without, Debt is only a
symptom of what Has been going on,
a result and not a cause. Growing
wealth concéntration has left the
masses more and more impoverished,
increased unemployment, reduced
purchasing power and placed the
nation on @an ecornomy of scarcity

and decreasing production. If there

was ever a time in our history when
production should be encouraged and
the nation’s wealth increased, it is
now. o

Debts spring normally from the
need for 'goods or capital before they
can be paid for. In a monopoly-free
society the meed for creating debts
for such purposes would fall to a
minimum  because bhoth goods and
capital could be had more r‘ezidily
by exchange of wealth which all
who = work. could . produce. Debts
spring. abnormally (as now) from
the speculative excesses and over-
capitalization. of land, and from dis-
tress » borrowing due to economic
paralysis. Such debts are a.barome-
ter of the unbalance between human
need and ability to buy. Abundant,
widespread production 'is the only
final solution; and that cannot come
until the people are able to huy the
product. Fhey must do this buying,
not with- funny money, but  with
wealth, of their own creating. Buy—
ing 'is actually only an exchange.
But before the masses can produce
the wealth (their only real purchas-
ing power), they must have access
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D : ny
hses to the task As foi' the g’OVem-

iment it&elf, it ¢an always Fepudiate.

Tt rétains the taxmg. power to- take

“what it needs. In an mervency such
as War it would pmba.bly do hoth.

In spite of b1ts of paper that render

-the economm structure msolvent “in
a bookk6epmg sense, the nation re-
. maing” potentxally ntell]

statesmamshlp, thhout wa,ztmg ‘for
war, ¢ould solve the problem NOW.
Debt woild become neghgxble in
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-an ecohotny inh which wealth was

freely obtainable by working for - it.
Debt becomes acute ‘when business

and labor ate constantly driven to-_

ward bankruptcy by the all-the-traf-
fic-will:peal charge for access to
physical America. The first step

© €alls for & réversal of ‘goverhinental
‘policy that permlts the withholding

of mnatural resources from produc-
tive uses.




