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When “Credit Becomes Debt”
 in the Subprime Crisis – 

Is There a Gender Dimension? 

Abstract:

At this historic conjuncture, we do not have feminist economic theories on how gender relations shape global financial markets. The article makes no claim to fill this theoretical deficit. Instead, the article analyzes how social relations of money and its double function both as a claim (credit) and as a corresponding obligation (debt) has gendered implications. It argues that the "creditor bias" goes to the very root of the functions and institution of money with quite different distributional impacts for women and men. Discussing the social role of money makes visible the specific dynamics of inclusion and exclusion of mostly women and minorities to a money society based on the "financialization of everyday activities". In the second part of the paper, the discussion shifts to the emergence of the US-home ownership society and analyzes the gendered nature of how women and minorities were ideologically integrated into subprime market via private debt. The integration of women through subprime home ownership shows a disturbing disparity in both the loan products for which women and minorities were able to get approval as opposed to loans obtained by similarly situated men. The subprime market is a good example of how financial power at the micro-level of the individual is linked to the macro-financial global structure.

1. Introduction

The recent financial market instability in the US, and its world wide spill-over into regional and local financial markets with its devastating impact on the real side of the economy in both industrial and developing countries, has shifted the discourse from the benefits of financial liberalization to the costs of fast and excessive financial liberalization. The efficient market hypothesis, the cornerstone of neoclassical economics, with its focus on perfect markets, has been openly challenged (Stiglitz et al., 2006). Even the representative voice of liberal international financial capital, The Financial Times, published an article which read that “on September 15, 2008 the era of Ronald Regan officially came to an end” (FT, 21.9.2008: 9). This statement is in response to the collapse of the investment banking structure (Lehman Brothers, Merrill Lynch) and the conversion of Morgan Stanley and Goldman Sachs into regular commercial banks. The collapse, according to the argument, has undermined the confidence in the superiority of the American free market economy by the fact that the financial crisis has its epicentre on Wall Street, not in Latin America, Russia or Asia. 

When the crises occurred in the periphery during the 1980s and 1990s, analysts could safely argue that the financial instabilities were not systemic, but were the result of shortcomings in the affected countries (Wade 2008: 1), meaning that these countries needed to clean-up their crony capitalism and start dismantling their protective domestic barriers. The picture has changed dramatically since the emergence of the subprime crisis. The problem is no longer a crisis of the periphery, rather the crisis has hit the heartland of financial capital, i.e., Wall Street, the epitome of deregulation and liberalization of capital markets. 

A heated academic debate has now emerged among neoclassical and heterodox
 economists on who is to blame for the crisis. The former continue to believe that the market is not to blame, but rather that the folly lies in what John Maynard Keynes has called the “animal spirit” of human behaviour. Alan Greenspan, the former Federal Reserve Chairman, while agreeing that he made a mistake in presuming to rely on the “banks self-interest to protect the shareholders” (Greenspan 2008: 524),  nevertheless, continues to believe in the philosophy of self-disciplinary markets. In contrast, heterodox economists challenge the belief in the perfect market and start from the more realistic assumption of imperfect capital markets, which need to be embedded in regulatory structures of supervision (Stiglitz et al., 2006; Minsky 1986; Semmler/Young 2009).

In the present debate on the past and future of the global financial architecture, questions on how gender relations influences the very structure of how finance is organized and operates globally, and how different regulatory regimes have distinct distributive effects are largely missing. But the role of women in finance has come to play a role, albeit in a rather essentialist form. So has the Icelandic government taken the quite unusual step to call in women bankers to clean up ‘young men’s mess’ (FT 14.10.2008) after the collapse of the three Icelandic banks. Elin Sigfúsdóttir and Birna Einarsdóttir have become chief executives of the new nationalised Icelandic banks. The intent, according to the government, is to signal a new culture within the banking system by curbing the bonus-driven risk-taking male-culture which is believed to have been responsible for the banking collapse. In a similar vein, the British Times followed with an article suggesting that economists focus too much on the technicalities to find the causes for the crisis. What may be overlooked as a culprit for the crisis, according to The Times, are men.

After all, it is men who dominate the financial system that 
got us into this mess; it is men, by and large, whose trading inflated 
the profits of banks to levels that now seem like the stuff of 
testosterone-fuelled fantasy; and it is men who pocketed most 
of the bulging bonuses that even Gordon Brown reckons were 
a key cause of the crisis. All of which raises an important and 
deliciously controversial question: what would have happened if 
global financial institutions had been run by women? (The Times 2008).

While these examples seem to say more about the failure of the Icelandic government to regulate the banking structure and its intent to look for scapegoats, and at the media’s yearning for raising “deliciously controversial questions“, the problem for feminist economists remains how to intervene theoretically in the present debate and offer a gendered analysis of the crisis. 

To this date, we do not have feminist economic theories on how gender relations shape global financial markets. The theoretical difficulty stems from the fact that the field of macroeconomics operates with aggregate variables, such as interest rates, currency rates, monetary policy, capital flows, investment rates, which appear “gender-neutral”. Unlike the field of micro-economics, where labor market segregation and/or the wage gap between women and men can be measured, the same is not true at the level of macroeconomics. The challenge for feminist economists is to make visible the gender assumptions which are inherent at both the epistemological and the ontological levels. Epistemologically, we need to ask how knowledge is produced such that it creates “the illusion hat policy has no choice but to react in favor of the claims of financial capital” (Mooslechner et al., 2006: i). At the ontological level, the crucial question is whether the financial actors’ interests are purely economic or also driven by political and ideological factors. Is there a causal influence of ideas and discourse in the formulation of capital market policies, and by which “instruments – formal (procedural) and informal (values) - is authority” in the arena of financial markets exercised? (ibid., p.i).  

This article makes no claim to fill this theoretical deficit. At this point of our limited understanding of the financial crisis in all its complexities of the subprime markets and its link to financial innovations, this paper focuses on how “credit becomes debt” (Langley 2008) and how women and minorities were integrated into the ideology of the home-ownership society (G.W. Bush 2004) via debt. The first part of the paper focuses on the social relations of money and its double purpose as functioning both as a claim (credit) and as a corresponding obligation (debt). Discussing the social role of money is important in that it shows the specific dynamics of inclusion and exclusion of the poor to a money society based on the “financialization of everyday activities”
  (Froud et al., 2007; Seabrooke 2008). In the second part, the focus shifts to the discourse on how “welfare as we know it”
 was de-legitimized starting already with Ronald Reagan in the 1980s, and how privatized Keynesianism became a functional substitute for the publicly provided social insurance system (Crouch 2008; Young 2009). At the centre of this discursive shift is the home-ownership society being both inclusive of the poor and minorities, but also exclusive in that home ownership implies a sharp reversal of equality due to a new emerging asset price regime. This integration into an asset-regime has both costs and benefits. Poor women and minorities became integrated into the market through the availability of subprime loans. Subprime owners could thus fulfill the American dream of homeownership and join the asset price regime of residential capitalism (Schwartz 2008) and leverage the equity in the home for further credit. At the same time, being integrated into the economy via private debt meant that the risks are individualized when credit eventually turned into debt as happened in the subprime crisis. At the other end of the spectrum are women and minorities who were unable to gain access to the ownership society and thus were excluded from the privatized debt regime. As a result, the inequality increased among women and minorities between those gaining access to debt-financed mortgages and others who could not join this segment of home ownership. However, as the subprime crisis developed and the housing boom turned into a bust, studies now show that women and minorities suffer the worst foreclosure rates in the subprime sector. 

2. The Social Form of Money: Creditors and Debtors   

The literature on financial market regulation and liberalization focuses mostly on the consequences for efficiency in terms of financial stability and economic growth. Missing in these neoclassical models is the fact that different regulatory regimes have distinct distributive effects which go far beyond the narrow scope of the financial sector itself (Mooslechner at al., 2006). These distributive effects are highly gendered. Diane Elson (2002) has suggested that there are three gender biases build into the theories of macroeconomic policies, which from the point of women spread the financial risks to those who can least afford to shoulder such individualized risks. These are the deflationary bias, the male breadwinner bias, and the commodification or privatization bias. Male breadwinner bias refers to public policies which prioritize the right of males to decent employment while relegating women to the status of secondary workers (part-time) with fewer rights, less pay and highly restricted access to state-provided social benefits. Despite that the majority of women participate in the paid labor force, either in the informal or formal sector of the economy, public policies in many countries still rely on the assumption that women’s livelihoods are provided by the incomes earned by husbands and fathers. This male breadwinner bias is re-enforced by a commodification or privatization bias, which occurs when public provisions are replaced by market based, individualized entitlements for those who can afford them. “Rather than pooling and sharing risks and resources, with scope for the solidarity of cross-subsidy, there is a separate insurance for specific contingencies” (Elson 2002: 33), such as private pensions, private health insurance, private hospitals, private schools, private paid care for children and old people, privatized utilities for energy and transport. In addition to the macroeconomic gender biases of the male breadwinner and the privatization biases, the deflationary bias is directly linked to the international financial governance processes and the interests they prioritize. The increasing power of capital on a global scale means that the financial markets exert pressure on governments to keep inflation, as well as taxation and expenditures low. The benefits from such policies accrue overwhelmingly to owners of financial investments and exclude those who are mostly dependent on the “labour society” (Altvater 1997). 

However, there is an additional bias which could be called creditor bias. This bias goes to the heart of the functions and institutions of money (and thus the financial system) with quite different distributional impacts for women and men. Traditionally, the functions of money are defined as a store of value, as a medium of exchange, and as a unit of account. The unit of account is the measurement in which values are stated and recorded. In addition, the medium of exchange is the unit in which the exchange in the world of commodities is expressed (i.e., in British Pound, the Euro, US-Dollar, Yen, Renimbi etc), and the store of value expresses the monetary value of the assets, i.e., money as wealth. This latter definition of money as wealth implies a social relations which establishes a system of incentives for those with wealth to gain access to resources with the object to amass further wealth. As Altvater (1997: 48) has reminded us that “Marx had already pointed out in the 19th century, the ‘wealth of nations’ (Adam Smith) appears not only as a ‘huge collection of commodities’ (Marx), but also in the form of monetary assets” (1997: 48). 

This monetary asset, in the form of money as money, expresses the social form of money and has a two-fold function. On one side is the claimant (monetary asset) and on the other the debtor (corresponding obligation). As such, the creditor owns and disposes over the monetary assets while the debtor has the monetary obligation imposed by the owners of money. Debtors have to follow the logic of money and pay the price of money (i.e., interest) to the creditors. The relationship between debtor and creditor is not static. It is quite normal that creditors become debtors and debtors become creditors. But the increasing power of capital on a global scale has meant that the relationship between creditors and debtors has become highly asymmetrical (Gill 1997; 2003). The logic and the rules of money have transformed “society into a money society, into a divided society, as owners of monetary assets draw income from their monetary assets and debtors must bear the costs of their debt service through real production. Money and work thus become opposites” (Altvater 1997: 50). 

This one-sided and conflictual relationship between debtors and creditors is, as will be shown in the next section, particularly visible in the subprime mortgage markets, which erupted in the United States in the summer of 2007. The staggering amount of privatized debts of many women and minorities and the subsequent high rates of repayment problems, delinquencies, and foreclosures is a case in point when “credit becomes debt” (Langley 2008) and when debtors are no longer in a position to service their debts. The financialization of everyday activities which has permeated every aspect of the consumption and production processes shows how the nature of financial power at the micro-level of the individual is linked to the macro-financial global structure. However, when credit becomes debt, as is the case with the subprime market crisis, the responsibility of the borrowers for outstanding obligations is increasingly enforced through market discipline and political pressures. In this process of mass debt/credit markets, the social form of money gives rise to what Stephen Gill has referred to as the “normalization of the individual through disciplinary practices” (Gill 1997: 73). Not only does money establish new social relations. More importantly, the market discipline helps to sustain the prevailing forms of dominance and domination in the conflict between those belonging to the monetary asset regime (creditors) and those (debtors) who must obey the logic of monetary rationality. In other words, the “reproduction of credit obligations has become normalized in novel ways in the contemporary market through a combination of legal techniques of punishment, calculative and disciplinary technologies of risk, and the calling up of a population of responsible, entrepreneurial and self-disciplined financial subjects” (Langley 2008: 1). 

The process of normalizing and disciplinary trends in the social relations of money is highly gendered in that it systematically includes and excludes individuals from the “monetary society” and thus also from the symbols of economic and social citizenship (Gill 1997; Altvater 1997). While generally women and minorities were the last in, and the first out in having access to the housing wealth, they often were not able to convert the housing wealth into other investment used to launch social mobility. Invariably the money used in the refinancing resulted in cash pull-outs which were used by families to keep pace with rising costs and burgeoning debt to pay-off credit-card debts (Montgomerie 2008). The integration of women into the financialization of every day activity through subprime home ownership shows a disturbing disparity in both the loan products for which women and minorities were able to get approval as opposed to loans obtained by similarly situated men. The same disparity can now also be seen in the process of deleveraging of the subprime debt structure in that it has caused financial stress for many more women and minorities at the lower end of the economic ladder who are already struggling to make ends meet (Secor 2007; Oliver/Shapiro 2008).  

3. Home Ownership as “Welfare for the Masses”
: Privatized Keynesianism

To understand the recent subprime crisis in the United States it may help to situate home ownership within a specific US-American context before discussing how women became integrated into the model of residential capitalism (Schwartz 2008). First of all, home ownership has historically been part of the American dream irrespective of class, race and gender. Property ownership is deeply ingrained in US-American conservative values of individualism, freedom and self-responsibility. In contrast to most European countries in which the elderly rely on public pension systems for their income, in the United States the retirees primary store of wealth is ownership of a house (Schwartz 2008: 277). In fact, Castles (1997) has empirically demonstrated that there is an inverse relationship between the level of home ownership and the degree of welfare state provision in industrial countries during the post-war period. In other words, widespread home ownership may reduce the need for generous income maintenance for the aged and is believed to be a mechanism to redress the overall extent of inequality amongst the population. Unlike citizens in high taxation countries, citizens in Anglo-Saxon states have engaged in a welfare trade-off (Castles 1997: 5) “where they have chosen to use residential property as means of storing wealth over the income life-cycle, while paying less tax and relying less on the state for social support” (Seabrooke 2008: 11). Homeownership and social service provisions are thus functional equivalents (Schwartz 2008).  

Given the positive values associated with property rights and at the same time the negative discourse on state provided welfare, it is not surprising that G.W. Bush announced the moral advantages of an ownership society in 2004. The emphasis on a market friendly ownership society is not just intended for domestic consumption, it also squares readily with the US hegemonic project to transport the values of individualism, democracy and freedom around the globe. Similarly to the conservative tenets of Margaret Thatcher, who initiated the privatisation of the British public council housing projects in the 1980s, G.W. Bush defined the pillars of the ownership society in a speech on the 17th June 2004 as follows:
… if you own something, you have a vital stake in the future

of our country. The more ownership there is in America, the more

vitality there is in America, and the more people have a vital

stake in the future of this country (G.W. Bush 2004). 

In addition to the moral tenets associated with home ownership, an additional factor accounting for the development of the subprime market was the weak wage growth since the 1990s and the reforms of the New Deal welfare provisions. Since the rise of Margaret Thatcher in 1979 and Ronald Reagan in 1980s, the pillars of the Keynesian welfare state model had successfully been challenged. These included the promise for full employment pursued through state guided demand management, the availability of social policies with a strong welfare orientation to spread mass consumption to all national citizens, thereby favouring a growth dynamic based on a virtuous cycle of mass production and mass consumption. Within this matrix, as Jessop pointed out, “it was national states that were mainly held responsible for developing and guiding Keynesian full employment and welfare policies (Jessop 2006: 146).

Feminists have criticized the male assumptions of this Fordist model of industrial production. This criticism is only insofar important for our discussion in that it permits to differentiate among specific gender orders
. One is based upon a specific idealized model of workplace, home and family, and the other on homeownership (asset price regime). The gender model associated with the bread-winner sets the framework for income transfers. The family was seen as consisting of a male breadwinner who supported a dependent wife and children. The state through the tax system and expenditure policies was active in constructing a gender order and shaping social reproduction. For this model to work in reality, it required the wife’s unpaid domestic labour to provide the care services. The state, in turn, guaranteed a “family wage” through policies such as income transfers (e.g., government child benefits, social welfare payments, unemployment insurance). Tax policies to varying degrees, were designed to impose more of the costs of social reproduction on the wealthy and the owners of capital. Despite this unequal system of social citizenship – within which entitlements were largely structured through the labour market participation of men with residuals accruing to married women – it at least publicly recognized the necessity of social reproduction and collectivized its costs (Bakker 2003; Elson/Cagatay 2000). 


However, research since at least the 1980s has shown that a shift has taken place away from the Keynesian welfare state toward a system based on permanent innovation, enterprise and flexibility focusing on the supply-side of the economy in order to strengthen the competitiveness in global free markets. In this Schumpeterian Workfare regime (Jessop 2006: 145), the national state has largely retreated from the traditional demand management of the national economy, and the responsibility for social reproduction is subordinated to the demands of labour flexibility which means that activities previously provided through the state have now shifted to the family (esp. women). Due to the “fiscal squeeze” of governments (Grunberg 1998: 1), created by the declining resource allocation to public finance, the previously state provided social insurances are now available via the market to those who can afford these services. This commodification bias, as pointed out in the previous section, has made it increasingly difficult for women and minorities to gain access to privatized services.      


While most political economists continue to analyse the contradiction between the rising power of global capital and the weakened role of labour within the era of “disciplinary neo-liberalism” (Gill 1997), much less attention has been paid to the role of land (i.e., home ownership) and the development of an “asset-based welfare of the ownership society” (Langley 2008: 9). Important in the American context is the fact that this new regime is not associated with the negative connotation of state welfare (Seabrooke 2008: 12). The new consumption model of privatized Keynesianism (Crouch 2008; Young 2009) is fuelled through personal debt-financed home ownership. Once the state retreated from the goal to secure full employment with distinctive welfare norms to spread mass consumption among its national citizens, the housing market and access to mortgage finance has became the functional equivalent of the Keynesian demand management, since home ownership meant that the equity created in the home could be “cashed-out” to meet consumer demands. The underlying assumption was that house prices will rise and thus owners could remortgage to either reduce the interest rates payable on their loans, or release equity from their homes. As such home ownership became an object of leveraged investment (Langley 2008: 7; Schwartz 2008; Watson 2008).  

Of course, the system of leveraged home ownership could not have happened without the innovations in the financial markets over the past 30 years. Until the 1980s, mortgage markets were highly regulated and mortgage lending was dominated by the quasi-public lending institutions Fannie Mae
 and Freddie Mac
 who until their de factor nationalization on 6th September 2008 had been privatized during the 1970s and 1980s, but continued to function with a public mandate. A range of legislative changes had been made in the early 1980s to deregulate the mortgage markets, which resulted in more responsive pricing and also in an extended supply of tailorized services, which broadened the access to mortgage credits. In the United States, the deregulation of housing finance coincided with the phasing out of interest rate controls (under Regulation Q), and the development of a secondary mortgage market which introduced more competition into new segments of the credit markets. It also facilitated funding of mortgage markets via capital markets (BIS 2008). In particular, the liberalization of the capital markets made it possible to recycle the international savings glut that accumulated globally due to the US high current account deficit into mortgage-backed securities (Schwartz 2008; Young 2009). The link between local mortgage markets and international capital markets was greatly facilitated through new mortgage instruments (such as securitization, collaterized debt obligations; structured investment vehicles) as well as new types of banks (such as hedge funds and private equity funds) and easier lending policies, which contributed to the rapid growth of mortgage credit in the United States, later also in Great Britain, Ireland, Spain and Australia (IMF 2008: 3, BIS 2008). 

While in the present game of who is to blame for the subprime crisis, which then turned into a banking and credit crisis, the fingers are pointed to excessive leveraging, misrepresentation, insider conflict of rating agencies, lack of transparency, neglect of supervisory controls, and the “triumph of engineered euphoria over evidence” (Kuttner 2008), one important aspect has largely been overlooked. Easing of the standards of lending also had to do with the desire to ensure that home ownership was accessible to households who had historically been underserved by mortgage lenders. (BIS 2008: 5). It was the subprime lending sector which made it possible for many women and minorities to gain access to the ownership society, but as will be shown in the next section, in ways that point to disparities in mortgage lending across gender, race and ethnicity (NCJW 2008). 

4.
The Ownership Society and the Gendered Subprime Loan Market
     

The subprime sector was not an illicit mortgage market, but very much part of a legitimate and highly celebrated mass ownership society (Langley 2008). Already under the 1968 Civil Rights Act (Title VIII), the Fair Housing Act, created a new government sponsored enterprise, Ginnie Mae, to address the lending needs of low-income and minority borrowers. While Fannie Mae and Freddie Mac competed in the private mortgage market, Ginnie Mae dealt with the pure public market. It was the federal government’s belief that there is a need for greater rights for lower income groups and minorities to gain access to affordable housing. Starting in the 1970s, as Seabrooke (2008) has pointed out in his convincing analysis of the role of the quasi-public institutions Fannie Mae, Freddie Mac, and Ginnie Mae, numerous legislative acts were signed such as the Community Reinvestment Act (CRA) of 1977 to empower low-income and minority borrowers. These quasi-public institutions, even when they were privatized in the 1970s and 1980s, are an example of how these institutions mediated between the interests of private capital and public social values. Further progressive legislation was enacted in the 1980s and 1990s to ensure that Freddie Mac and Fannie Mae catered not only to the middle-class, but also to groups which had hitherto been denied access to affordable mortgage loans. In fact,  in 1989 an amendment to the Home Mortgage Disclosure Act (HMDA) of 1975 required mortgage lenders to collect information on who were denied loans, “including information on income, gender, race, and location” (Seabrooke 2008: 8).

The development of the subprime sector thus needs to be seen through the lens of a rights discourse within the United States in that home ownership was no longer restricted to the purview only of the rich and the middle class. Most importantly in the American context, the various legislative changes to make home ownership available to the poor by lowering the costs of home loans and to allow homeowners to deduct the interest on their mortgage
 as tax deduction were not regarded as  state-supported welfare for the poor. Leveraged home ownership thus became an accepted form of “welfare for the masses” (Seabrooke 2008: 8) and fitted with the cultural values of the American private ownership mentality. The Wall Street Journal (2006) reports that subprime lending helped to increase home ownership from 65 percent to 69 percent over the last ten years. The normative shift away from state welfare for social services to state welfare connected to the ownership society is shared equally across gender, class and ethnicity.       

Owning property and gaining asset through real estate thus became one of the few avenues open to women and minorities for social mobility and securing middle-class status. “Income helps families get along, but assets help them get and stay ahead” (Oliver/Shapiro 2008). This shift to an ownership society rested on the assumption that a more individualized gender order based on women’s wealth accumulation could replace the previous dependent male breadwinner model. Important in this new order is the shift away from the household and the male breadwinner bias toward the full integration of women into the financialization of every day activities, albeit through privatized debt. But women and minorities did not enter the asset price regime, as will be shown below, on a level playing field. The access to affordable mortgage rates was highly skewed in that mortgage banks targeted women across the board as “risk borrowers” in relation to men in similarly situated circumstances.    

Since the 1980s, the number of women heads of households who are homeowners has increased from 48 percent to 53 percent (NCRW 2008). However, while women and minorities have had the legal right for over 40 years to purchase property in their own name, yet they are still vulnerable to unfair lending practices. This can best be shown in terms of the subprime market. The concept of subprime refers to loans to consumers who are unable to meet the approval standards of the prime lenders. Thus the interest rate associated with subprime loans is higher (often by as much as 125 basis points, or 7 percent as opposed to 5 percent) in order to compensate for the higher risks lenders assume when making these loans. In addition, subprime lenders encounter also higher fees for processing the loan. This means that subprime lenders have to divert a greater share of their monthly mortgage payments to paying interests and fees, rather than paying off their equity (Secor 2007; Futurist 2007).  
Despite that women have higher credit scores than men (682 versus 675), women borrowers are more likely to receive sub-prime loans at every income level. Women with income levels twice the median income are 46.4 percent more likely to have to accept subprime loans than men with similar earnings (Secor 2007). As Graph 1 shows, women make up 29 percent of borrowers for mortgages, but are 32 percent more likely than men to receive sub-prime mortgages.  
Graph 1: Female Share of Home Purchase Loans and Household
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Source: The National Council for Research on Women 2008: 2. 

While the mortgage industry claims that approval ratings are strictly on the merits of credit rating and financial standing, studies show the opposite. This disparity is found across all home loans and include home purchase, refinancing and home improvements (Secor 2007). At a recent Senate Committee Hearing on Health, Education, Labor and Pensions, chaired by Sen. Edward Kennedy, evidence was given, as Graph 2 shows, that women disproportionally receive subprime mortgages in comparison to men. Particularly, in the high-cost subprime market,  women are to be found more than one in ten (10.9 percent) compared to about one in thirteen (7.7 percent) for men.  
Graph 2: Women Disproportionately Receive Subprime Mortgages 
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Source: US Senate Hearing 2008: 7.
The additional costs of such subprime loans are substantial. For families, who took out mortgages in 2005 (prior to the start of the present mortgage crisis), a subprime loan on a median price home would translate into an extra $235 per months and $85,000 more in total payments.
 The Hearing pointed out that the present housing crisis is so devastating for women and minorities, since women represent a disproportionate share of the recipients of subprime mortgages. 

Minority-women were the most likely to receive a subprime loan regardless of income. While single women across ethnic lines have made strong inroads into home ownership, purchasing nearly one in five homes sold in 2003, it was African American and Latino women who actively sought out home purchase loans. As can be seen from Graph 3, African-American share of home purchase loans amounted to 46.7 percent, 31.4 percent of loans were made to Latinos, while 28.4 percent were made to white women. Particularly older women of colour are more vulnerable to sub-prime loans because of their cumulative effect of lower wages, occupational segregation, and smaller retirement savings. “Even with a median retirement income, older women who carry mortgages are still 20 percent short of a level that would provide economic security” (NCRW 2008: 2).
Graph 3: Women’s Share of Purchase Borrowers by Race, 2005 
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Source: National Council for Research on Women, 2008: 2.

African Americans were twice as likely to receive sub-prime loans than whites in all income ranges. The only group less likely to receive sub-prime loans than whites was Asian Americans (NCRW 2008). Housing wealth has been one of the most important avenues for African Americans in accumulating wealth. As Oliver/Shapiro (2008) point out in their study on the “Sub-prime as a Black Catastrophe”,
 home equity is the most important reservoir of wealth for average American families and disproportionately so for African Americans. According to the authors, home equity accounts for 63 percent of total average net worth for black households. In contrast, home equity represents only 38.5 percent of average white net worth. Especially in minority communities, home equity is used as collateral to finance retirement, start small business, pay for college education and rely on this equity for times of hardship. 
Between 2003 and 2007, the amount of housing wealth 
extracted more than doubled from the previous period, as
families pulled out $1.19 trillion – an incredible sum that 
allowed families to adjust to shrinking purchasing power and 
that significantly boosted gross national product. So, while 
homeownership reached historic highs, families today actually 
own a lesser share of their homes than at any previous times, 
because they have borrowed again their housing wealth 

(Oliver/Shapiro 2008: 2).   
Especially tragic is the timing of the subprime crisis for women and minorities. Just as women are making inroads into this critical avenue of wealth building, such that there were even early signs of a new gender order based on individualized home ownership, the integration of women via the subprime market has left them so much more vulnerable to foreclosure. Although subprime loans are only 13 percent of all mortgages, they represent already 54 percent of all foreclosures (Senate Hearing, 2008: 8). 
5. 
Conclusion 

The subprime/financial/credit crisis is still unfolding and thus we do not know the full impact across the intersectionality of class, race and gender. While the paper does not provide a theoretical framework for analysing financial markets, nevertheless it tried to suggest an analytical focus by expanding and re-defining the functions of money. If money as wealth is seen as a social relation between creditor and debtor, in which the latter has to obey the logic of monetary rationality, then market discipline is the dominant disciplinary form to ensure that the risks of the creditor/debtor relationship shift to the individual debtor. The increasing power of capital on a global scale has not only changed the financial practices and operations of banks and investment houses, it has also altered “the everyday routines, risk behaviors, and intersubjective understanding among the broader population” (Seabrooke 2008: 6). 
This can readily be observed in the present subprime unfolding. At one level, subprime borrowers were integrated into the ownership society via privatized debt, a strategy which had the support of the political, financial and business community. Leveraging ones home was praised by the economic journal Forbes in an article entitled “Hock your House” in 2004 with the undertitle: “Some advisors say to pay off your mortgage. We say leverage up and invest” (Forbes 2004). Acquiring mortgages with virtually no assets (the NINJA loans – no income, no job and no assets) during the boom phase was legitimized as “welfare for the masses” (Seabrooke 2008). However, as the subprime crisis spiraled into a financial crisis, the “cultural politics of the response to the subprime crisis” (Watson 2008: 12) has turned into a behavioral issue of constructing the poor as irresponsible mortgage borrowers. By discursively constructing the poor as irresponsible and lacking the necessary economic logic, the blame and the risks for the housing meltdown is shifted to the individual debtor. The other side of the narrative is, as Kuttner’s (2007) Testimony to the US. House of Representative has shown, that the securitization of mortgages benefitted mostly the mortgage broker, the mortgage banker, the investment banker, and the bond-rating agencies, while the borrower was left with the fees and the systemic risks (2007: 6). If we now analyze the official response by the Treasury Department and the Federal Reserve to the financial crisis, it seems that lending institutions are largely sheltered from exposure to the market logic in their own business practices. Watson (2008) has argued that the pricing structure/regulation of financial instruments has remained outside the social control, while the subprime borrowers are fully subjected to the rationale of market discipline. 
For women and minorities there is the added effect that they have been integrated in this leveraged ownership society through discriminatory lending practices. Women across the income and racial spectrum were targeted more often for subprime loans than their male counter parts in similar financial situations. This means not only that they have been the last in, and the first out, it also means that they have to bear much higher interest rates and fees. The puzzle confronting many  women and minorities who are facing default, delinquency and foreclosures is how to be shielded from the market discipline and gain access to a modicum of state protection, and how in the medium and long term they can gain access to the financialization of everyday activities without the constraints of a privatized debt regime.  
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� Taken from the title of  Langley’s paper (2008).  


� Heterodox economists represent different schools of thoughts such as neo-Keynesianism, post-Keynesianism, feminist economists, “autistic” economics, Gramscian economics, international political economics, who are united in their rejection of free-market orthodoxy and its belief that “markets, private property and minimal government will achieve maximum welfare” (Hayes 2007: 3).


� Financialization of every day activities is defined as a way “to understand how new financial practices are created through government regulation and the role of private institutions, and particularly to understand how they alter everyday routines, risk behaviors, and intersubjective understanding among the broader population” (Seabrooke 2008: 6). 


� Bill Clinton declared at his State of the Union Address before both Houses of Congress in 1993 that he would „end welfare as a way of life and make it a path to independence and dignity” (White House, Press Release 1993).


� Seabrooke 2008: 8.


� The concept of gender order is used here to refer to institutionalized practices and forms of gendered systems of governance structures that are constituted as social ordering principles. Social norms, rules, regulations, and principles are not gendered neutral entities, but are inscribed with specific norms for the roles men and women are designed to play in the polity. The networks of overlapping social and cultural mores then become embedded in the institutional structures of the polity and relations of citizenship. The process of institutionalization creates conditions that tend to reproduce specific forms of practice and intersubjectivity (Bakker 2003; Young 1998). 


� Fannie Mae was created in 1938 as a Federal National Mortgage Association in response to the massive foreclosures as a result of the depression.  Fannie Mae was then privatized between 1968-1970, but was taken over by the Federal Housing Finance Agency (FHFA) on September 6, 2008 due to its horrendous losses. � HYPERLINK "http://www.fanniemae.com" ��www.fanniemae.com� 15.9.2008. 


� Freddie Mac is a Federal Home Loan Mortgage Corporation and was created as part of the Emergency Finance Act in 1970. Similarly to Fannie Mae, Freddie Mac was privatized in 1989, but also taken over by the FHFA on September 6, 2008. � HYPERLINK "http://www.freddiemac.com" ��www.freddiemac.com� 21.8.2008


� At this point of the subprime/financial/credit crisis, it is rather difficult to gain access to reliable data. In fact, I submitted a query to IAFFE’s internet website to find out whether feminist economists are either working on or can refer me to scholarly work on the subprime crisis. While many researchers answered with advice, they referred me mainly to literature in the popular press. At the same time, I made numerous telephone calls to obtain  gender disaggregated data on housing from Fannie Mae, Freddie Mac, Ginnie Mae, the Treasury Department, the Federal Reserve, the Census Bureau, the Federal Housing Finance Agency (FHFA), but was told that the home ownership data (and thus data for foreclosures) exists for households only.        





� Mortgage interest tax deductions go back to 1913. 


� A high-cost subprime loan could mean an extra $517 in payments each month and an extra $186,000 in total extra payments.  


� Unfortunately, this article does not break down the data between African American women and men, but refers to African-American households.  





