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Structural Impacts on Cyclical 
Changes in the U.S. Economy 

 
By:  Steven C. Isberg, PhD 

Senior Fellow, Credit Research Foundation Chair, Dept 
of  Accounting, Towson University 

Abstract 
 

The problems in the U.S. economy are structural, not cy-
clical.  This is not to say that the economy will avoid the 
impacts of cyclical change.  Rather, the impact of cyclical 
change will be exacerbated by the underlying structural 
problem.  Long-term overall output growth has slowed 
due to restructuring that goes back to the 1970s and 
which has been accelerated by accompanying technology 
transformation.  The U.S. economy has become increas-
ingly dependent on infusions of cash, the overexpansion 
of which led to increasing inflation through the pandemic 
period.  The U.S. economy is no longer driven by manu-
facturing, even though it is the second largest manufac-
turing country in the world.  Rising interest rates intended 
to curb inflation are currently threatening to reduce in-
vestment and output levels which had already been sub-
ject to slow long-term growth.  These factors have com-
bined to change the structure of the labor markets, as 
there are fewer jobs in manufacturing and technology has 
reduced the demand for labor to accomplish many tradi-
tional business processing tasks.  Government and overall 
indebtedness are reaching unsustainable levels, creating 
an additional drag on economic growth potential and in-
creasing systemic economic risk.  As of today, the U.S. 
economy is most likely headed for a recession in which 
the landing will be hard.  Trade credit managers can ex-
pect increasing DSO, delinquency and bankruptcy activity.  
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Introduction 
What you are about to read is not another piece on the impact of the COVID pandemic on the 
current state of the U.S. economy and its opportunities for making a “full recovery” from the 
disruption that it caused.  While we cannot ignore the impact of COVID, the monetary creation 
that led to the inflation that it caused, and the effect of the Fed’s interest rate increases in re-
sponse, there is a much longer-term trend at work, and we need to understand it if we are going 
to be able to see where the economy is headed and what to do about it.  In fact, if we had to as-
sign the label “key event” to a particular point in time, it might better be given over to the 9/11 
attacks, which coincidentally corresponded to the end of the technology market boom of the late 
1990s.  This was then accentuated by the advent of the monetization of the economy that fol-
lowed the financial market meltdown of 2008.  It appears, however, that structural changes had 
been underway prior to the meltdown.  The major force behind the change has been technology 
transformation and the restructuring that has accompanied it.   
 
 
Aggregate Demand and Gross Domestic Product 
Aggregate demand is a measure of the total value of purchases of final goods and services with-
in an economy.  Its measure includes personal consumption expenditures, gross private fixed 
investment and consumption expenditures, and gross investment by the government.  This also 
amounts to gross purchases less the change in private inventories.   
 
Aggregate demand tracks the gross domestic product very closely, but the major difference is 
captured by the propensity of the economy to consume imported goods.  GDP is an output 
measure, while purchases is a more accurate measure of consumption in the household, busi-
ness and government sectors.  Over time, it is apparent that the relationship between the two 
measures has been subtly changing. 
 
The major point of change in the behavior of final purchases relative to the GDP is apparent in 
the early 1980s.  As can be seen in Exhibit 1, the ratio of final purchases to GDP went above 
100% in 1981.  Although it has risen and fallen over two cycles, it remains consistently above 
100%, meaning that the U.S. economy has had a propensity to consume more than it produces.   
The rising elements of the cycles correspond to the periods 1981-1987 and 1997-2008.  It is in-
teresting to note that the two points at which the trend turned down corresponded to the finan-
cial market disruption of 1987 and the collapse of 2008.  There is also within the pattern a no-
ticeable change corresponding to the COVID pandemic.  Overall, the ratio has been trending up 
since the late 1960s. 1 
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The increase in the ratio of purchases to output takes place over a period in which the U.S. 
economy has been continuously restructuring.  The 1970s were a period in which the obsoles-
cence of the manufacturing infrastructure was accelerated by rising energy costs.  This led to 
the offshoring movement of the 1980s that was driven by changes in financial market liquidity 
and a wave of leveraged M&A transactions in which the business sector began its long-term 
trend of consolidation.  The 1990s brought about a wave of business process reengineering 
driven by the technology transformation occurring in that decade.  The 2000s saw the subse-
quent offshoring of business processes enabled by growth in the sophistication and capabilities 
of those same technologies.  All along the way, the U.S. economy demonstrated an increasing 
propensity to consume more than it produced.  A sustained period of monetary expansion and 
low interest rates was yet another factor enabling this trend.    
 
 
Total Indebtedness 
 
Of course, it is impossible for any economic entity to consistently consume more than it pro-

duces without going into debt.  The U.S. economy has not been an exception to that rule.  As 
can be seen in Exhibit 2, which shows the total debt securities for all sectors of the U.S. econo-
my, overall indebtedness has been steadily increasing.  The growth rate in these debt levels, 

however, rose through 1987, falling until 2001 and then rising again until 2008, at which point 
it fell again until about 2017, rising  
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significantly during the pandemic and then beginning to fall again in 2022.  Each point at which 
the growth rates begin to slow down correspond to disruptions in the financial markets, includ-
ing the crash of 1987, the collapse of 2008, and the commencement of interest rate increases by 
the Federal Reserve in 2022.2 

 
 

Further, the fact that the growth rates reverse indicates that the economy may be hitting limits in 
its ability to carry additional debt. 
 
 
Changing Growth in Real Aggregate Demand 
 
The impact of the structural changes on the U.S. economy and the significance of the turn of the 

century as a point of change are evident in the analysis of long-term growth in real aggregate 
demand.  As can be seen in Exhibit 3, the pattern of long-term growth as measured by the ten-
year average annual growth in aggregate demand falls into three distinct periods.  The first, 

spanning between 1957 and 1972 was characterized by rising long-term growth rates with an 
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second sub-period, between 1972 and 2001, saw a flattening of that growth trend.  Even with 
the cyclicality evident in the trend, the overall average growth was at 3.92%.3  
 
The greatest shift in aggregate demand growth occurs in the period following 2001, during 
which long-term aggregate demand growth plummeted leading up to the financial market col-
lapse, recovering somewhat until the pandemic, since which time it has flattened out.  The over-
all average growth has fallen by 100 basis points, down to 2.92% for that time interval.  The 
most recent rate has been falling since it peaked in second quarter 2021 and is currently down to 
a 10-year growth rate of 2.61%.   
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The Pandemic Bump 
 
As insignificant as the pandemic in the long-term outcome of the systemic restructuring of the 
U.S. economy, it is clear to see that the government’s response created additional disruptive 
factors.  As can be seen in Exhibit 4, real growth in aggregate demand was running close to 
2.0% in the year preceding the pandemic.  The onset of the shutdown brought that down, but it 
had recovered by early 2021, in part because of the safety nets put in place during that year.  
The second infusion of pandemic assistance, however, seems to have launched the economy 
into a brief period of false growth, which eventually led to the onset of double-digit inflation 
and the Federal Reserve’s response by raising interest rates.  As can be seen in both Exhibits 3 
and 4, the interest rate increases have put the brakes on growth in real aggregate demand.4 
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As originally published in the Credit Research Foundation 2Q 2023 Credit & Financial Management Review 
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Credit Professionals Alliance has been working hard to provide our clients with the most 
up-to-date webinars concerning today’s challenges in the credit field.  Watch your email 
for upcoming registration information on all of the following webinars. 
 
 
October 4th:   AI Governance and Control for Credit and AR  
 
October 10th:  ChatGPT for Collections 
 
October 18th:  Cash Flow Management with a Twist—The Seven Essential C’s 
  
 
Be sure to check out our website www.nacskc.com/education.html for additional educational 
opportunities as these are constantly being updated. 
 
Are you looking for Certification and Certificate opportunities?  Credit Professionals Alliance 
can lead you in the right direction, contact Rhonda Ross for additional information at 
rross@nacskc.com or (913) 383-9300. 

http://www.nacskc.com/education.html
mailto:rross@nacskc.com
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Educational Update: 
Credit Research Foundation Webinars 
 

October 2023 
 
CRF offers a variety of educational programs:  Proctored Courses, On-Demand Courses as well as  
webinars. 
 
 
November 6-8, 2023 November Forum—Mission Hills, CA 
 
March 18-20, 2024 March Forum—Charleston, SC 
 
 
It is very simple to participate: Go to http://www.crfonline.org and click on the Education. 
  
Now offering a Certificate Program! 
 
For additional information go to http://www.crfonline.org/events/current.asp 
 

The following webinars are being offered by NCS Credit  
to register for these go to: www.ncscredit.com/education-center/webinars 
 
 
October 10, 2023 
Webinar:  Secured Transactions in the U.S. and Canada 
 
October 24, 2023 
Webinar:  UCC Filing in the Foodservice, Hospitality, and Beverage Industries 
 
November 7, 2023 
Webinar:  Understanding Lien Waivers 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.crfonline.org
http://www.crfonline.org/events/current.asp
http://www.ncscredit.com

