
As the overall debt grows larger and larger it appears to be having
less of a stimulating effect on the economy. There are few places where
Magdoff’s and Sweezy’s thesis—that there is an implacable drive
toward stagnation in mature capitalist economies—is clearer than in the
following statistics. Although there is no exact relationship between
debt creation and economic growth, in the 1970s the increase in the GDP
was about sixty cents for every dollar of increased debt. By the early
2000s this had decreased to close to twenty cents of GDP growth for
every dollar of new debt. 

Chart 3. Composition of U.S. debt in 1975 and 2005

Sources: See chart 1.

Debt, as we have seen, can be used for all sorts of things—some stim-
ulate the economy greatly and have a long lasting effect (investment in
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