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conditions are on track to persist, not
for another year or two, but for
decades?
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You might imagine that speculations

along these lines are the province of a radical fringe. And
they are indeed radical; but fringe, not so much. A number
of economists have been flirting with such thoughts for a

while. And now they’ve moved into the mainstream. In fact,
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person making that case was none other than_Larry
Summers. Yes, that Larry Summers.

And if Mr. Summers is right, everything respectable people
have been saying about economic policy is wrong, and will
keep being wrong for a long time.

Mr. Summers began with a point that should be obvious
but is often missed: The financial crisis that started the
Great Recession is now far behind us. Indeed, by most
measures it ended more than four years ago. Yet our
economy remains depressed.

He then made a related point: Before the crisis we had a
huge housing and debt bubble. Yet even with this huge
bubble boosting spending, the overall economy was only so-

so — the job market was O.K. but not great, and the boom was never powerful enough to
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economy’s performance over the period as a whole was mediocre at best, and demand

showed no sign of running ahead of supply. Looking forward, we obviously can’t go back
to the days of ever-rising debt. Yet that means weaker consumer demand — and without
that demand, how are we supposed to return to full employment?

Again, the evidence suggests that we have become an economy whose normal state is one
of mild depression, whose brief episodes of prosperity occur only thanks to bubbles and

unsustainable borrowing.
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Another important factor may be persistent trade deficits, which emerged in the 1980s and (HUOSE THE PERFE(T GlH 0': WINE
since then have fluctuated but never gone away.
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Why does all of this matter? One answer is that central bankers need to stop talking about
“exit strategies.” Easy money should, and probably will, be with us for a very long time.
This, in turn, means we can forget all those scare stories about government debt, which
run along the lines of “It may not be a problem now, but just wait until interest rates rise.” Shop Generators Online
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More broadly, if our economy has a persistent tendency toward depression, we're going to Ships Free, No Tax, Discounts

be living under the looking-glass rules of depression economics — in which virtue is vice www.Norwall.com/
and prudence is folly, in which attempts to save more (including attempts to reduce

budget deficits) make everyone worse off — for a long time.

I know that many people just hate this kind of talk. It offends their sense of rightness,
indeed their sense of morality. Economics is supposed to be about making hard choices (at
other people’s expense, naturally). It’s not supposed to be about persuading people to
spend more.

But as Mr. Summers said, the crisis “is not over until it is over” — and economic reality is
what it is. And what that reality appears to be right now is one in which depression rules
will apply for a very long time.

A version of this op-ed appears in print on November 18, 2013, on page A29 of the New York edition with the headline: A
Permanent Slump?.
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