
Casino Capitalism

As discussed above, the service sector of the economy has been one
of the great areas for investment and employment. The other outlet
has been speculation—in reality, just another word for gambling.
The financial sector of the capitalist economy is no longer confined
to the needs of production, employment, and investment. Beginning
in the 1980s, it has become an increasingly autonomous form of
money-making, particularly evident in the growth of derivatives mar-
kets. A derivative is a financial instrument that “derives” its value
from another financial instrument. A financial future, for example,
is an agreement to purchase some other financial instrument, say a
stock or a bond, at some given point in the future. Derivatives tend
to magnify gains and losses. If an interest rate or a stock price on
which a derivative is based goes up, the gains obtained through a
derivative can skyrocket. On the other hand, if the underlying finan-
cial asset declines, the value of a derivative can plummet. The speed
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Chart 5: Debt as a Percent of the Gross Domestic Product (GDP)

Source: Debt data in charts calculated from data in Flow of Funds Accounts of the United
States, Annual Flows and Outstandings. Board of Governors of the Federal Reserve System
(Table L1). GDP is from U.S. Department of Commerce, Survey of Current Business, August 2001.
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