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Article Summary
Bernanke in this article assesses whether there is too much debt in the corporate world today. In coming up with the analysis, the author assesses both the merits and the demerits of corporate debt through what he terms as the ‘micro issues’ and the ‘macro issues’. Practical examples have been used such as the ‘tale of two twins’, which sensitizes to the merits of debts. In addition, there are various real-life companies that have been cited by the author to stress his point such as Trans World Airlines (Bernanke 5). The article reveals that there is indeed too much corporate debt; a factor that has been aided on a large part by the fact that debt has become less risky.
The article delves into the micro issue, which basically assesses the merits of corporate debt. One of the advantages of corporate debt as assessed in the study is that it fosters efficiency within an organization. This is affirmed by the fact that debt has an advantage in the fact that it does not incur any tax charges. Compared to interest payments that are deducted tax, debt cannot be taxed since it is not an income and many corporations therefore pursue debt in order to cushion themselves from corporation tax. The ‘Tale of two twins’ example whereby one twin pursues an equity form of financing while the other one pursues debt is particularly used to stress the point. The twin who uses debt is more interested in the job compared to the one who opted for equity since the earnings from the equity finance are significantly reduced and thereby de-motivating the owner of the business (Bernanke 2).
 In addition, Bernanke (4) cites corporate debt as one of the most profound ways of instilling a high level of discipline on the part of the managers. This is fostered by the fact that the managers must strive in order to meet the debt payments. In so doing, the managers are forced to shift their focus on the operations that are not cost incentive, desist from engaging in investments that do not guarantee profits both of which contribute immensely towards promoting efficiency (Bernanke 4). Despite the fact that debt can promote efficiency and at the same time foster the growth and success of a corporation, Bernanke (6) is quick to point out that there is a need to ensure that the debt does not get out of hand in a way that can expose the corporation to a high risk of bankruptcy.
The article also looks into the macro issues, which are largely the multipliers and also the spillovers. One of the macroeconomic spillovers that could result from corporate debt is liquidity crisis.  A high borrowing could lead to a decline in the issuance of the commercial paper as revealed through the Penn Central railroad Company. This is because of the fact that the company is faced by a risk of bankruptcy when it relies heavily on debt. Another macroeconomic problem that can also emerge out a high reliance on debt is a solvency crisis for instance in a situation where the economy is faced by a recession and thereby making it hard for the Federal Reserve to bail corporations that are faced by bankruptcy (Bernanke 7). 
The article concludes with the notion that debt has become less risky and this has been aided by a large part by the advantages that pursuing debt as opposed to using interest on payments or equity. There is however a consensus throughout the article that debt ultimately increases the discipline of managers and thereby improves the efficiency. The efficiency is mainly achieved through the threat of bankruptcy but nonetheless notes that the threat do not always provide the desired results (Bernanke 10). Corporations should monitor their debts in order to avert a risk of bankruptcy.
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