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ABSTRACT Here I explore the possibility that capitalism is today undergoing the systemic
equivalent to Marx’s notion of primitive accumulation, only now as a deepening of advanced
capitalism predicated on the destruction of more traditional forms of capitalism. I focus on two
diverse instances which share a common systemic logic: expulsing people from more traditional
capitalist encasements. One instance is that of countries devastated by an imposed debt and
debt-servicing regime which took priority over all other state expenditures; at its most extreme,
the ensuing devastation of traditional economies and traditional states has made the land more
valuable to the global market than the people on it. The other instance, which I see as a systemic
equivalent to the first, is the potential for global replication of the financial innovation that
destroyed 15 million plus households in the US in two years, with many more to come;
household destruction at this scale devastates whole areas of cities, and leaves vacant land. How
this rapidly growing expanse of vacant land will be reincorporated into global capital circuits is
not yet clear. I examine these two cases through a specific lens: the transformative processes
that expand the base of current advanced capitalism, with particular attention to the
assemblages of specific processes, institutions, and logics that enabled this systemic transformation.
En este artı́culo exploro la posibilidad de que el capitalismo está pasando actualmente por el
equivalente sistémico a la noción de Marx sobre la acumulación primitiva, sólo que ahora como
un aumento al capitalismo avanzado predicado en la destrucción de más formas tradicionales de
capitalismo. Me enfoco en dos casos diversos que comparten una lógica sistémica común: la
expulsión de personas de un encajonamiento capitalista más tradicionalista. Una muestra es la
de los paı́ses devastados por una deuda impuesta y un régimen de servicio de deuda que tomó
prioridad sobre todos los demás gastos del estado; y en su máximo extremo, la consecuente
devastación de las economı́as y de los estados tradicionales hizo que la tierra tuviera mayor
valor en el mercado global, que la gente que vive en la misma. Otro problema, que yo veo como
un equivalente sistémico al primero, es el potencial de una réplica de la innovación financiera
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que destruyó a más de 15 millones de hogares en E.E.U.U. en dos años y que seguirá afectando en el
futuro; la destrucción de hogares a esta escala devasta áreas completas de ciudades y deja terrenos
sin construir. No está claro qué tanto tomará la reincorporación de esta rápida expansión de
terrenos sin construir, a los circuitos capitales globales. Examino estos dos casos a través de
una lente especı́fica: los procesos transformadores que expanden la base del capitalismo
avanzado actual, con una atención particular al ensamble especı́fico de procesos, instituciones y
lógica que habilita esta transformación sistémica.

Keywords: post-Keynesian economics, land grabs, debt as disciplining regime, sub-prime
mortgages
The geographic expansion and systemic deepening of capitalist relations of production over the
last 20 years have led to one of the most brutal sortings of winners and losers. Here I explore the
possibility that capitalism is today undergoing the systemic equivalent to Marx’s notion of
primitive accumulation (PA), only now as a deepening of advanced capitalism predicated on
the destruction of more traditional forms of capitalism (Amin, 2010; Harvey, 2003). Marx
saw a specific type of shift whereby pre-capitalist modes of production were incorporated
into capitalist relations, a process marked by violence, destruction, and appropriation. Here I
posit another specific type of shift: the destruction of traditional capitalisms in order to
extract what can be extracted for the further deepening of advanced capitalism. I use this
term to capture a phase dominated by a financial logic, a condition that recurs and historically
signals a decaying phase (Arrighi, 1994). Built into this proposition is the fact of diverse phases
of capitalist development and hence the possibility that in today’s global phase the extension of
capitalist relations has its own distinct mechanisms and that these need to be distinguished from
older imperial phases.
This paper is part of a larger project where I develop the thesis that the post-Keynesian period
has now taken on a clear systemic shape. Briefly put, where the Keynesian period brought with it
an active expansion of the population systemically valued as workers and consumers, this latest
phase of advanced capitalism does not. In the last two decades there has been a sharp growth in
the numbers of people that have been ‘expulsed’, numbers far larger than the newly ‘incorporated’ middle classes of countries such as India and China. I use the term ‘expulsed’ to describe a
diversity of conditions: the growing numbers of the abjectly poor, of the displaced who are warehoused in formal and informal refugee camps, of the minoritized and persecuted warehoused in
prisons, of workers whose bodies are destroyed on the job and rendered useless at far too young
an age. My argument is that this massive expulsion, with strong elements of what Harvey has
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called accumulation by dispossession, is actually signaling a deeper systemic transformation that
has been documented in bits and pieces but remains insufficiently theorized. Elsewhere (Sassen,
2008a, ch. 1, 8, 9) I develop a theory of change which has as one core dynamic, the fact that
condition x or capability y can shift organizing logics and thereby actually change valence
even if it may look the same: thus, for instance, this massive expulsion of people is not
simply more of the same. I argue that the organizing logic of this post-Keynesian period is
now making legible its shape: at the center of this logic is not the ‘valuing’ of people as
workers and consumers, but the expulsion of people and the destruction of traditional capitalisms
to feed the needs of high finance and the needs for natural resources. For instance, the buying of
vast stretches of land in sub-Saharan Africa and parts of Latin America to use for offshore
agriculture, extraction of underground water, and access to metals and minerals is an easier
operation for the currently dominant investors and governments if they only have to deal with
weakened and/or corrupt governments and local elites.
Here I examine only some aspects of this larger configuration: two mechanisms that have contributed to the expanded expulsion of people and the destabilizing of a large number of global
South countries. The two instances I have selected are to some extent counterintuitive as possible
cases of a contemporary version of PA. They are easily seen as logics of extraction, but I will
argue that above all they prepared the ground for the systemic deepening of advanced capitalism.
One of these instances is the structural adjustment project implemented by global regulatory
institutions, notably the IMF, the World Bank and WTO, beginning in the 1980s and escalating
in the 1990s. My argument here is that beyond the much noted extraction of billions of dollars
from global South countries in the form of debt servicing, the key is the work of systemic conditioning that took place; debt servicing was the instrument for this disciplining. The second
instance is the sub-prime mortgage crisis that began in the early 2000s and exploded in 2007.
Most of the attention has gone, and rightly so, to the massive losses for the individuals and
families who were sold these mortgages, losses which will continue through 2011. In this
case my argument is, again, that beyond the logics of extraction in the form of mortgage payments and mortgage agents’ fees, also here we can detect a more foundational dynamic in the
form of the systemic deepening of advanced/decaying capitalism and, further, that the instrument is one that can easily expand into the global market represented by ca. 2 billion modest
middle class households in the world.
Primitive Accumulation Today: Expanding the Operational Space of Advanced
Capitalism
The Marxist category ‘primitive accumulation’ points not only to a logic of extraction that
can expropriate and impoverish, but also, and more importantly, to a mode of incorporating
non-capitalist economies into capitalist relations of production. In this regard PA is part of
the historic expansion of capitalist relations. This would suggest prima facie that the category
is not applicable today since most of the world has basically been incorporated into capitalist
relations of production (see Amin, 2010).1
For Marx, PA hinged on earlier modes of production becoming factors in the making of
capitalist relations of production. Marx’s definition of PA in terms of the theory of capitalism
has at its center the notion of a historical process that separates people from the means that
allow them to live and produce.2 Amin (2000) mentions the idea that primitive accumulation
is not something confined to the early stage or prehistory of capitalism. Harvey (2003,
pp. 137 – 182) writes that Marx’s use of ‘primitive’ or ‘original’ accumulation is misleading
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since the history of capitalism contains repeated instances of this kind of accumulation. He
recasts the term as accumulation by dispossession (ABD), and develops its multiple instances,
including as safety valve against over-accumulation crises, since it allows lowering the prices
of consumer commodities (thereby raising the propensity for general consumption), which in
turn is made possible by the considerable reduction in the price of production inputs. Harvey
makes a crucial contribution to the understanding of the current era by emphasizing the
ongoing appropriation of non-capitalist economies and their incorporation into capitalist
relations of production.
Access to cheaper inputs is, therefore, just as important as access to widening markets in keeping
profitable opportunities open. The implication is that non-capitalist territories should be forced
open not only to trade (which could be helpful) but also to permit capital to invest in profitable ventures using cheaper labour power, raw materials, low-cost land, and the like. The general thrust of
any capitalist logic of power is not that territories should be held back from capitalist development,
but that they should be continuously opened up. (Harvey, 2003, p. 139)
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Harvey (2003, p. 145) opens up the concept to a wide range of processes.
These include the commodification and privatization of land and the forceful expulsion of
peasant populations; the conversion of various forms of property rights (common, collective,
state, etc.) into exclusive private property rights; suppression of rights to the commons; commodification of labour power and the suppression of alternative (indigenous) forms of production
and consumption; colonial, neocolonial, and imperial processes of appropriation of assets
(including natural resources); monetization of exchange and taxation, particularly of land; the
slave trade [which continues particularly in the sex industry]; and usury, the national debt and
ultimately the credit system as radical means of primitive accumulation. The state, with its monopoly of violence and definitions of legality, plays a crucial role in both backing and promoting
these processes.

Central to my analysis is that inside capitalism itself we can characterize the relation of
advanced to traditional capitalism as one marked by PA.3 At its most extreme this can mean
that immiseration and exclusion of growing numbers of people who cease being of value as
workers and consumers. But it also means that traditional petty bourgeoisies and traditional
national bourgeoisies cease being of value. This is part of the current systemic deepening of
capitalist relations. One brutal way of putting it is to say that the natural resources of much of
Africa and good parts of Latin America count more than the people on those lands count as consumers and as workers. I see this as part of this systemic deepening of advanced capitalist
relations of production. We have left behind the Keynesian period which thrived on the
accelerated expansion of prosperous working and middle classes. Maximizing consumption
by households was a critical dynamic in that period; and it is today in the so-called emergent
economies of the world. Keynesianism was marked by a valuing of people as workers and
consumers—both of which mattered for the deepening of capitalism. In my reading we have
entered a new phase which is marked by a double helix dynamic. On the one hand, there is
an increasingly degraded use of people—as sex workers, as workers that are used and disposed
of, as providers of body organs. On the other, there is a rapidly growing surplus of people—in the
form of distinctive populations: the displaced by proliferating civil wars in sub-Saharan Africa,
prisoners in the US and a growing number of other global North countries, displaced people of
all sorts assembled in refugee camps managed by the international humanitarian system (at best)
financed by the taxpayers of the world. Territory is systemically repositioned in growing parts
of the global South as representing not nation states but ‘needed’ resources. Elsewhere
(Sassen, 2008b) I extend this argument also to a range of territorial sites also in the global
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North, particularly the US (e.g. neighborhoods devastated by home foreclosures, central Detroit
devastated by the disassembling of manufacturing production, etc).4
I emphasize a pragmatic interpretation: the making of these capitalist relations of production,
whether those of early or of advanced capitalism. In this paper, and in the larger projects on
which these cases are based, I focus on two cases that are easily described as logics of extraction.
Extraction is indeed a major feature, and I describe this. But I think it is critical to go beyond
logics of extraction to recover the systemic transformation—how more traditional capitalist
economies are being destroyed to expand the operational space of advanced capitalism.5 In
brief, the two cases I describe are, beyond extraction, system-changing practices, and projects.6
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When Logics of Extraction Expand the Terrain for Advanced Capitalism
The extraction of value from the global South and, in particular, the implementation of
restructuring programs at the hands of the IMF and the World Bank, have had the effect of
‘reconditioning’ the terrain represented by these countries for an expansion of advanced
capitalism, including its explicitly criminal forms. The aspect of primitive accumulation in
the contemporary world that concerns me here is above all systemic deepening more so than
extraction.
More concretely, many of the poor countries subjected to this regime now have larger shares
of their populations in desperate poverty and are less likely to enter the capitalist circuit via consumption than they did even 20 years ago. Many of the sub-Saharan countries had functioning
health and education systems and economies, and less destitution than today. Systemically governments have been weakened and corrupted; even resource-rich countries have had expanded
shares of their people become destitute, with Nigeria the most noted case. The dominant
dynamic at work for these populations is, to a good extent, the opposite of the Keynesian
period’s valuing of people as workers and as consumers. This expelling has given expanded
space to criminal networks, greater access to land and underground water resources to foreign
buyers, whether firms or governments. Systemically, the role of rich donor countries has also
shifted: overall they give less in foreign aid for development than 30 years ago. As a result,
the remittances sent by low-income immigrants are larger than foreign aid. Philanthropies
now enter the realm once almost exclusive to governments.
These systemic shifts contribute to explaining a complex difference that can be captured in a
set of simple numbers. Generally, the IMF asks Highly Indebted Poor Countries (HIPCs) to
pay 20% to 25% of their export earnings toward debt service. In contrast, in 1953, the Allies
cancelled 80% of Germany’s war debt and only insisted on 3% to 5% of export earnings for
debt service. And they asked only 8% from Central European countries in the 1990s. In comparison, the debt service burdens on today’s poor countries are extreme, as I discuss below. It does
suggest that the aim for Europe was its re-incorporation into the capitalist world economy at the
time for Germany, and into today’s advanced capitalism for Central Europe. The aim for the
global South countries in the 1980s and 1990s was more akin to a disciplining regime,
starting with forced acceptance of restructuring programs and of loans from the international
system. After 20 years of this regime, it became clear that it did not deliver on the basic components for healthy development. The discipline of debt service payments was given strong
priority over infrastructure, hospitals, schools, and other people-oriented development goals.
The primacy of this extractive logic became a mechanism for systemic transformation that
went well beyond debt service payment—the devastation of large sectors of traditional
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economies, often the destruction of a good part of the national bourgeoisie and petty bourgeoisie,
the sharp impoverishment of the population and, in many cases, of the state.
Debt and debt servicing problems have long been a systemic feature of the developing world.
But it is the particular features of IMF negotiated debt rather than the fact of debt per se that
concerns me here. The second feature that concerns me here is how this gradual destruction
of traditional economies prepared the ground, literally, for some of the new needs of advanced
capitalism, among which are the acquisitions of vast stretches of land—for agriculture, for
underground water tables, and for mining. Precisely at a time of extreme financialization and
systemic crisis, the growing demand for those material resources has ascended in importance
and visibility. The third aspect that concerns me here is the new survival economies of the impoverished middle classes and of the poor. While each one of these three components is familiar
and has happened before, my argument is that they are now part of a new organizing logic which
changes their valence and their interaction; there is much contingency here, but also the shaping
of such a new organizing logic.7
Debt as a Disciplining Regime
Even before the economic crises of the mid-1990s that hit a vast number of countries as they
implemented neoliberal policies, the debt of poor countries in the South had grown from
US$507 billion in 1980 to US$1.4 trillion in 1992.8 Debt service payments alone had increased
to $1.6 trillion, more than the actual debt. From 1982 to 1998, indebted countries paid four
times their original debts, and at the same time, their debt stocks went up by four times.
These countries had to use a significant share of their total revenues to service these debts.
For instance, Africa’s payments reached $5 billion in 1998, which means that for every $1
in aid, African countries paid $1.40 in debt service in 1998. Debt to Gross National Product
(GNP) ratios were especially high in Africa, where they stood at 123% in the late 1990s, compared with 42% in Latin America and 28% in Asia. By 2003, debt service as a share of exports
only (not overall government revenue) ranged from extremely high levels for Zambia (29.6%)
and Mauritania (27.7%) to significantly lowered levels compared with the 1990s for Uganda
(down from 19.8% in 1995 to 7.1% in 2003) and Mozambique (down from 34.5% in 1995
to 6.9% in 2003). As of 2006, the poorest 49 countries (i.e. ‘low income countries’ with
less than $935 per capita annual income) had debts of $375 billion. If to these 49 poor
countries we add the ‘developing countries’, we have a total of 144 countries with a debt of
over $2.9 trillion and $573 billion paid to service debts in 2006 (Jubilee Debt Campaign
UK, 2009a).
The IMF, World Bank and other such programs establish the criteria and process these debts,
thereby functioning as a global disciplining regime. The HIPC initiative was set up in 1996 by
the World Bank and IMF to ‘assist’ countries with debts equivalent to more than one and a half
times their annual export earnings and part of an IMF and World Bank program.9 In order to be
eligible countries have to have been compliant to the IMF for at least three years. The HIPC
process begins with a ‘decision point’ document. This sets out eligibility requirements,
among which is the development of a Poverty Reduction Strategy Paper (PRSP), that replaces
the earlier Structural Adjustment Programs (SAPs). PRSPs describe ‘the macroeconomic,
structural, and social policies and programs’ that a country is required to pursue in order to
be eligible for debt relief (IMF, 2009a). As of 1 July 2009 26 countries had completed
HIPC,10 and 9 had ‘passed the decision point’ (IMF, 2009b). Finally, the Multilateral Debt
Relief Initiative (MDRI) went into full force in July 2006.11 It was intended to address many
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of the critiques of the HIPC initiative.12 MDRI promised cancellation of debts to the World Bank
(incurred before 2003), IMF (incurred before 2004), and African Development Fund (incurred
before 2004) for the countries that completed the HIPC initiative. According to one estimate,
the major cancellation schemes (including HIPC and MDRI initiatives, and the Paris Club)
have written off $88 billion so far (Jubilee Debt Campaign UK, 2009b).
The debt burden that built up in the 1980s, and especially the 1990s, has had substantial
repercussions on state spending composition. Zambia, Ghana and Uganda, three countries that
global regulators (notably the World Bank and the IMF) saw as cooperative, responsible and
successful at implementing SAPs illustrate some of the issues even when held in high esteem
by global regulators. A few examples of expenditure levels paint a troubling picture about how
they achieved this high esteem. At the height of these programs in the early to mid-1990s,
Zambia’s government paid $1.3 billion in debt but only $37 million for primary education;
Ghana’s social expenses, at $75 million, represented 20% of its debt service; and Uganda paid
$9 per capita on its debt and only $1 for health care. In 1994 alone, these three countries remitted
$2.7 billion to bankers in the North. When the new programs became an option, these three
countries benefited from HIPC and MDRI programs and conceded to the attendant PRSP
requirements. Thus, while in 1997 Zambia spent 18.3% of income on exports of goods and services
on debt service, by 2007 this was reduced to 1.3% (IAEG, 2009). For Ghana these figures are
27.1% and 3.1% respectively. For Uganda they are 19.7% and 1.2% (IAEG, 2009).
Generally, IMF debt management policies from the 1980s onwards can be shown to have
worsened the situation for the unemployed and poor (UNDP, 2005, 2008). Much research on
poor countries documents the link between hyper-indebted governments and cuts in social
programs. These cuts tend to affect women and children in particular through cuts in education
and health care, both investments necessary to ensuring a better future (for overviews of the data,
see UNDP, 2005, 2008; World Bank, 2005, 2006). There is by now a large literature in many
different languages on this subject, including a vast number of limited circulation items produced by various activist and support organizations. An older literature on women and debt
also documents the disproportionate burden that these programs put on women during the
first generation of SAPs in the 1980s in several developing countries in response to growing government debt (Beneria & Feldman, 1992; Bose & Acosta-Belen, 1995; Bradshaw et al., 1993;
Tinker, 1990). Unemployment of women themselves but also, more generally, of the men in
their households has added to the pressure on women to find ways to ensure household survival
(Buechler, 2007; Lucas, 2005; Rahman, 1999; Safa, 1995). Subsistence food production, informal work, emigration, and prostitution have all become survival options for women and, by
extension, often for their households. For instance, when there is a shortage of basic healthcare
women usually take on the extra burden of caring for the sick. When school fees are introduced
or spending is cut sons’ education is prioritized over daughters’. Water privatization can reduce
access to water and increase the water-gathering burden placed on women. When families grow
cash crops for export women’s work produces money, which men usually control, rather than
food (Jubilee Debt Campaign UK, 2007).
One question concerns the option of not becoming part of the IMF debt servicing disciplining
regime and foregoing the help it is meant to provide. The so-called adjustment programs of the
1980s and 1990s destroyed many traditional economies, leaving many countries only with major
debts. At that point, becoming part of the debt cancellation program launched in 2006 has
probably been preferable. The evidence suggests that once a country has been pushed into debt,
cancellation can, in principle, help a country allocate more government revenue for general
social and development questions. This has been the case with Ghana, Uganda and a few others
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which have seen the growth of middle classes—along with continuing abject poverty. On the other
hand, Angola which was not accepted for debt cancellation, spent 6.8% of GDP on debt service
payments and only 1.5% of GDP on health in 2005; it continues to spend about $2.2 billion
each year on external debt payments (Jubilee Debt Campaign UK, 2008).
But the Angola case also points to another combination of elements. Its elites have become
wealthy on the vast mining resources, mostly for export, and this arrangement can now continue
to do so without much interference. The vast poverty continues and so does the mining for
export. One cannot help but ask, who are the other beneficiaries of this situation?
There is a larger history in the making. In my reading it includes as one key element a repositioning of much of Africa and good parts of Latin America and Central Asia in a new massively
restructured global economy. Weakened governments and the destruction of traditional economies have launched a new phase of survival economies. Here I focus briefly on two of these
aspects (for a more detailed analysis see Sassen, 2008a). One is that this restructuring has
repositioned ‘territory’ in vast regions of the world as a site for resources rather than as a
nation’s space. The other is the emergence of an expanded range of survival economies;
some of these are old but now operate at a global scale.
The Repositioning of Territory in the Global Division of Functions
The extent of land acquisitions in the global South by multinational corporations (MNCs) and
governments of rich countries over the last few years marks a new phase. It is not the first
time in modern times: this is a recurrent dynamic which tends to be part of imperial realignments. China’s acquiring of mines in Africa is linked to its rise as a global power. Britain,
France, the US, and others all did this in their early imperial phases, and in many cases have
owned vast stretches of land in foreign countries for hundreds of years. But each phase has
its particularities. One key feature of the current period is that unlike past empires, today’s
world consists largely of nation states recognized as sovereign, no matter how feeble this
sovereign power is in many cases. Rather than imperial grab, the mechanism is foreign direct
investment (among others).
The International Food Policy Research Institute (IFPRI; von Braun and Meinzen-Dick, 2009)
finds that between 15 and 20 million hectares of farmland in poor countries have been subject to
transactions or talks involving foreigners since 2006.13 That is the equivalent of a fifth of all the
farmland of the European Union. Putting a conservative figure on the land’s value, IFPRI calculates that these deals are worth US$20 – 30 billion. This is 10 times the emergency package for
agriculture recently announced by the World Bank and 15 times more than the US government’s
new fund for food security. While there is no comprehensive data, there are a number of studies
(although the IFPRI data are probably the most detailed). The contractual formats under which
this land is acquired include direct acquisitions and leasing. A few examples signal the range of
buyers and of locations. Africa is a major destination for land acquisitions. South Korea has
signed deals for 690,000 hectares and the United Arab Emirates (UAE) for 400,000 hectares,
both in Sudan. Saudi investors are spending $100 million to raise wheat, barley and rice on
land leased to them by Ethiopia’s government; they received tax exemptions and export the
crop back to Saudi Arabia.14 China secured the right to grow palm oil for biofuels on
2.8 million hectares in Congo, which would be the world’s largest palm-oil plantation. It is
negotiating to grow biofuels on 2 million hectares in Zambia. Perhaps less known than the
African case is the fact that privatized land in the territories of the former Soviet Union,
especially in Russia and Ukraine, is also becoming the object of much foreign acquisition. In
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2008 alone, these acquisitions included the following: a Swedish company, Alpcot Agro, bought
128,000 hectares in Russia; South Korea’s Hyundai Heavy Industries paid $6.5 million for a
majority stake in Khorol Zerno, a company that owns 10,000 hectares in eastern Siberia;
Morgan Stanley bought 40,000 hectares in Ukraine; Gulf investors are planning to acquire
Pava, the first Russian grain processor to be floated on the financial markets to sell 40% of its
landowning division, giving them access to 500,000 hectares. Also less noticed than the
African case is that Pakistan is offering half a million hectares of land to Gulf investors with
the promise of a security force of 100,000 to protect the land.
These developments are part of a larger combination of trends. First, there is the immediate
fact of how the global demand for food, partly fed by the half million strong new middle classes
of Asia, has meant that there are profits to be had in food and land.15 We now have a global
market for land and food controlled by large firms and some governments, and it has been a
growth sector throughout the financial crisis. Under these conditions pricing is a controlled
affair. Secondly, there is the ongoing demand for metals and minerals of all sorts and a whole
new demand for metals and minerals hitherto not much exploited as their demand comes
from the more recent developments in the electronics sector. Africa, much less densely populated and built up than other parts of the world, has become a key destination for investments
in mining. Thirdly, there is the growing demand for water and the exhaustion of underground
water tables in several areas of the world. Fourth, and least noted perhaps, is the sharp
decline in foreign direct investment (FDI) in manufacturing in Africa, also signaling the repositioning of territory. In South Africa and Nigeria, Africa’s top two FDI recipients accounting
for 37% of FDI stock in Africa in 2006, have had a sharp rise in FDI in the primary sector
and a sharp fall in the manufacturing sector.16 This is also the case in Nigeria, where foreign
investment in oil has long been a major factor: the share of the primary sector in inward FDI
stock stood at 75% in 2005, up from 43% in 1990. Other African countries have seen similar
shifts (see Table 2 later in article). Even in Madagascar, one of the few, mostly small, countries
where manufacturing FDI inflows increased in the 1990s, this increase was well below that of the
primary sector.17
Counter-geographies of Survival
The second case I want to discuss briefly is the survival economies of the poor and newly impoverished. Heavy government debt and high unemployment in global South countries have
brought with them the need for survival alternatives not only for ordinary people, but also for
governments and enterprises. And a shrinking regular economy in a growing number of these
countries has led to a wider use of illegal profit-making by enterprises and organizations. The
IMF and World Bank programs of the last 30 years, with their massive contribution to heavy
debt burdens, have played an important role in the formation of counter-geographies of survival,
of profit-making, and of government revenue enhancement. Furthermore, economic globalization has provided an institutional infrastructure for cross-border flows and global markets,
thereby facilitating the operation of these counter-geographies on a global scale. Once there
is an institutional infrastructure for globalization, processes that have operated for the most
part at the national or regional level can scale up to the global level even when this is not necessary for their operation. This contrasts with processes that are by their very nature global, such as
the network of financial centers underlying the formation of a global capital market. Finally, this
pattern also points to a different trajectory from that of the old industrial countries. Instead of
going the way of unions and political fights to move from the predatory state to the regulatory
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state, in the global South it is the axis of criminality and extreme sacrifice on the part of poor and
impoverished households.
It is in this context that alternative survival circuits emerge. The context can be specified as a
systemic condition comprising a set of particular interactions including high unemployment,
poverty, widespread bankruptcies and shrinking state resource allocation for people-oriented
development. We see the formation of profit-making and government revenue-making possibilities built on the backs of migrants, and women migrants in particular. As such, examining the
question of immigrant remittances offers valuable insights into the broader subject of the formation of alternative political economies and how these unsettle older notions of an international
division of labor.
Immigrants enter the macro level of development strategies through the remittances they send
back home.18 These represent a major source of foreign exchange reserves for the government
in a good number of countries. Although the flows of remittances may be minor compared
with the massive daily capital flows in global financial markets, they can matter enormously
to developing or struggling economies. The World Bank estimates that remittances worldwide
reached $318 billion in 2007, up from $230 billion in 2005, and $70 billion in 1998; of this total
amount, $240 billion went to developing countries up from $168 billion in 2005, and up 73%
over 2001 (Migrant Remittances, 2008, p. 2).19
The Inter-American Development Bank also found that for Latin America and the Caribbean
as a whole, these remittance flows exceeded the combined flows of all foreign direct investment
and net official development assistance in 2003.20
To understand the significance of these figures, they should be related to the GDP and foreign
currency reserves in the specific countries involved, rather than compared to the global flow of
capital. For instance, remittances were the third largest source of foreign exchange over the past
several years for the Philippines, a key provider of migrants in general, and of women for the
entertainment industry and for nursing, in particular. In Bangladesh, another country with
significant numbers of its workers in the Middle East, Japan, and several European countries,
remittances represent about a third of foreign exchange. In Mexico, remittances have long
been the second source of foreign currency, just below oil and ahead of tourism, and are
larger than foreign direct investment (World Bank, 2006), though early 2008 saw a decline in
total inflows due to the US economic crisis (Migrant Remittances, 2008, p. 1).21
The next three tables provide summary information about remittances. Table 1 shows the
weight of remittances in the GDP of several countries—49% of GDP in Tajikistan, 37 % in
Tonga (31.1%), and so on. Table 2 shows the other side of this coin, the main remittance
senders, with the US long at the top and the Russian Federation’s extraordinary rise as a
key sender, going from $3.2 billion in 2003 to $27 billion by 2008. Table 3 shows the
largest recipients of remittances, with China and India leading, two countries marked by an
increasingly bi-modal emigration—highly paid professionals and low-wage workers. More
generally, it shows clearly that if we rank countries by total value of remittances, the
picture changes sharply. The top remittance recipient countries include rich countries such
as France, Spain, Germany and the United Kingdom, pointing to the fact of a transnational
professional class (Sassen, 2007, ch. 6).
In short, the growing immiseration of governments and economies in the global South
launches a new phase of global migration and people trafficking, strategies which function
both as survival mechanisms and profit-making activities. To some extent, these are older
processes which used to be national or regional and today operate on global scales. The
same infrastructure that facilitates cross-border flows of capital, information and trade is
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Table 1. Top recipients of migrant remittances as % of GDP, 2006– 2009
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Workers’ remittances, compensation of
employees, and migrant transfers, debit
(US$ million)
Tajikistan
Tonga
Moldova
Kyrgyz Republic
Lesotho
Samoa
Lebanon
Guyana
Nepal
Honduras
Jordan
Haiti
El Salvador
Bosnia and Herzegovina
Jamaica
Nicaragua
Albania
Guatemala
Bangladesh
Philippines

2006

2007

2008

2009e

Remittances as a share
of GDP, 2008 (%)

1,019
72
1,182
481
361
108
5,202
218
1,453
2,391
2,883
1,063
3,485
2,157
1,946
698
1,359
3,700
5,428
15,251

1,691
100
1,498
715
443
120
5,769
283
1,734
2,625
3,434
1,222
3,711
2,700
2,144
740
1,468
4,236
6,562
16,302

2,544
100
1,897
1,232
443
135
7,180
278
2,727
2,824
3,794
1,300
3,804
2,735
2,180
818
1,495
4,451
8,995
18,643

1,815
96
1,491
1,011
496
131
7,000
266
3,010
2,525
3,650
1,220
3,460
2,627
1,921
784
1,495
4,065
10,431
19,411

49.6%
37.7%
31.4%
27.9%
27.3%
25.8%
25.1%
24.0%
21.6%
20.1%
19.0%
18.7%
17.2%
14.8%
14.5%
12.4%
12.2%
11.4%
11.4%
11.2%

Source: Ratha et al. (2009, p. 3).

also making possible a range of cross-border flows not intended by the framers and designers
of the current corporate globalization of economies. Growing numbers of traffickers and
smugglers are making money off the backs of men, women and children, and many governments are increasingly dependent on their remittances. A key aspect here is that, through
their work and remittances, migrants enhance the government revenue of deeply indebted
countries. The need for traffickers to help in the migration effort also offers new profitmaking possibilities to ‘entrepreneurs’ who have seen other opportunities vanish as global
firms and markets enter their countries, as well as aiding criminals able to operate their
illegal trade globally. These survival circuits are often complex, involving multiple locations
and types of actors, and constituting increasingly global chains of traders, traffickers, victims,
and workers.
The other side of these dynamics is the proliferation of sites that concentrate a growing
demand for particular types of labor supplies (for a full elaboration see Sassen, 2008c).
Strategic among these are global cities, with their sharp demand for top-level transnational
professionals and for low-wage workers, often women from the global South. These are
places that concentrate some of the key functions and resources for the management and
coordination of global economic processes. The growth of these activities has, in turn, produced a sharp growth in the demand for highly paid professionals, both through the sphere
of production (the financial sector, specialized corporate services, and so on) and the sphere
of social reproduction (both of the high-income professionals and the low-wage workforce
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Table 2. Top senders of migrant remittances, 2003 – 2008
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Workers’ remittances, compensation of employees,
and migrant transfers, debit (US$ million)
United States
Russian Federation
Switzerland
Saudi Arabia
Germany
Spain
Italy
Luxembourg
Netherlands
Malaysia
China
Oman
United Kingdom
Norway
Japan
France
Czech Republic
Kuwait
Belgium
Kazakhstan

2003

2004

2005

2006

2007

2008

36,545
3,233
11,411
14,783
11,190
5,140
4,368
5,077
4,238
3,464
1,645
1,672
2,624
1,430
1,773
4,388
1,102
2,144
2,329
802

39,347
5,188
12,921
13,555
12,069
6,977
5,512
6,000
5,032
5,064
2,067
1,826
2,957
1,749
1,411
4,262
1,431
2,403
2,617
1,354

40,635
7,008
13,324
13,996
12,499
8,136
7,620
6,627
5,928
5,679
2,603
2,257
3,877
2,174
1,281
4,182
1,677
2,648
2,754
2,000

43,922
11,467
14,377
15,611
12,454
11,326
8,437
7,561
6,831
5,560
3,025
2,788
4,560
2,620
3,476
4,217
2,030
3,183
2,698
3,033

45,643
17,763
16,273
16,068
13,689
15,183
11,287
9,280
7,830
6,385
4,372
3,670
5,048
3,642
4,037
4,380
2,625
3,824
3,161
4,303

47,182
26,145
18,954
16,068
14,976
14,656
12,718
10,922
8,431
6,385
5,737
5,181
5,048
4,776
4,743
4,541
3,826
3,824
3,689
3,559

Source: Ratha et al. (2009, p. 3).

Table 3. Top recipients of migrant remittances, 2007
Top remittance-receiving countries (US$ billions)

2007

India
China
Mexico
Philippines
France
Spain
Belgium
Germany
United Kingdom
Romania
Bangladesh
Pakistan

27.0
25.7
25.0
17.0
12.5
8.9
7.2
7.0
7.0
6.8
6.4
6.1

Source: World Bank (2008).

that is also part of the new advanced sectors). Thus, global cities are also sites for the incorporation of large numbers of low-paid immigrants into strategic economic sectors. This incorporation happens directly through the demand for mostly low-paid clerical and blue-collar
service workers, such as janitors and repair workers. And it happens indirectly through the
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consumption practices of high-income professionals both at work and in their households,
practices that generate a demand for low-wage workers in expensive restaurants and shops,
as well as for maids and nannies at home. In this way, low-wage workers get incorporated
into the leading sectors, but they do so under conditions that render them invisible, therewith
undermining what had historically functioned as a source of workers’ empowerment—being
employed in growth sectors.
This mix of circuits for labor supply and demand is deeply imbricated with other dynamics
of globalization: the formation of global markets, the intensifying of transnational and translocal networks in a growing range of spheres, and the geographic redeployment of a growing
range of economic and financial operations. The strengthening, and in some of these cases, the
formation of new global labor circuits, is embedded in the global economic system and its
associated development of various institutional supports for cross-border markets and
money flows. These circuits are dynamic and changing in terms of their location. Some of
these circuits are part of the shadow economy, but they use some of the institutional infrastructure of the regular economy. Most of these circuits are part of the formal economy and they
service leading economic sectors and places worldwide. This mix of labor supply and
demand circuits is dynamic and multi-locational.
Of all the highly developed countries, it is the US where these deep structural trends are
most legible. National level data for the US show a sharp growth in inequality. For instance,
economic growth from 2001 to 2005 was high but very unequally distributed. Most of it went
to the upper 10% and, especially, the upper 1% of households. The rest, that is 90% of households, saw a 4.2% decline in their market-based incomes (Mishel, 2007). If we
disaggregate that 90%, the size of the loss grows as we descend the income ladder. Since
the beginning of the so-called economic recovery in 2001, the income share of the top 1%
grew 3.6 percentage points to 21.8% in 2005, gaining $268 billion of total US household
income. In contrast, that of the lower 50% of US households fell by 1.4 percentage points
to 16% in 2005, amounting to a loss of $272 billion in income since 2001. Figure 1 traces a
longer term pattern from 1917 which shows clearly the return to extreme inequality after
the decades of the Keynesian period.

Figure 1. US national income share of the top 10% of earners, 1917–2005.
Note: Income is defined as market income but excludes capital gains.
Source: Mishel (2004).
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Sub-prime Mortgages: A New Global Frontier for Finance
The 1980s opened a new financial phase that became yet another disciplining mechanism.22
Here it was not structural adjustment programs but financial adjustment crises. Since the
1980s there have been several financial crises, some famous, such as the 1987 New York
stock market crisis and the 1997 Asian crisis. And some obscure, such as the individual
country financial crises that happened in over 70 countries in the 1980s and 1990s as they
deregulated their financial systems, mostly under pressure from global regulators aiming at facilitating the globalizing of financial markets.
Conventional data show the post-1997 financial crisis period to be a fairly stable one,
until the current crisis. One element in this picture is that after a country goes through an
‘adjustment’ crisis, ‘stability’ (and prosperity!) follow. This then produces a representation
of considerable financial stability, except for a few major global crises, such as the dotcom crisis. A much mentioned fact regarding the current 2007 – 2008 crisis intended to
show that the system is fine, is that in 2006 and 2007, 124 countries had a GDP growth
rate of 4% a year or more, which is much higher than that of previous decades. The suggestion is then that the 2007 – 2008 crisis is precisely that—an acute momentary event, but that
the system is fine.
But behind this stability lies a savage sorting of winners and losers, and the fact that it is easier
to track winners than to track the slow sinking into poverty of households, small firms, and
government agencies (such as health and education) that are not part of the new glamour
sectors (finance and trade). The miseries these adjustment crises brought to the middle sectors
in each country and the destruction of often well-functioning economic sectors is largely an
invisible history to the global eye. These individual country adjustment crises only intersected
with global concerns and interests when there were strong financial links, as was the case
with the 1994 Mexico crisis and the 2001 Argentine crisis. Further, when these miseries
became visible, as when members of the traditional middle class in Argentina went on food
riots in Buenos Aires (and elsewhere) in the mid 1990s—after adjustment!—something
unheard of in Argentina, and which took many by surprise.
Besides the very partial character of post-adjustment stability and the new ‘prosperity’ much
praised by global regulators and global media, there is the deeper fact that ‘crisis’ is a structural
feature of deregulated, interconnected, and electronic financial markets. These same features
also fed the sharp growth of finance, partly based on the financializing of non-financial economic
sectors, leading to overall extremely high financial deepening. Thus, if crisis is a structural
feature of current financial markets, then crisis becomes a feature of non-financial economic
sectors through their financializing, a subject I have developed elsewhere (Sassen, 2008b,
2008a, pp. 355 –365).23 The overall outcome is extreme potentials for instability even in
strong and healthy (capitalist) economic sectors, particularly in countries with highly developed
financial systems and high levels of financialization, such as the US and the UK.
What stands out in this phase that begins in the 1980s is that global and adjustment crises had
the effect of securing the conditions for globally linked financial markets and the ascendance of
a financial logic organizing larger and larger sectors of the economy in the global North. In
this process large components of the non-financial economy in these countries were ruined.24
Against this background, the current financial crisis is yet another step in this trajectory. One
question is whether it spells the exhaustion of this trajectory, or rather the beginning of its decay.
In what follows I argue that the specific way of using the sub-prime mortgage in the 2001 – 2007
period makes it a dangerous instrument that is likely to be used worldwide over the next decade. It
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is a mistake to see this instrument as having to do with providing modest income households with
housing. It has rather to do with a structural condition of high finance marked by the combination
of a growing demand for asset-backed securities given extremely high levels of speculative
investments. This structural condition is at the heart of the actual event that momentarily
brought the system to a (partial) standstill—the credit-default swap crisis of September 2008—
which in turn suggests an even keener interest in asset-backed securities, and hence in the speculative use of sub-prime mortgages. I see this as one of the new global frontiers for finance, specifically, the 2 billion modest-income households worldwide. The effect could be yet another brutal
sorting, with expulsions from more traditional economies, not unlike the consequences of the
structural adjustment crises in the global South discussed in the first half of this paper.
I begin with a quick comparison of the major global crises since the current phase began in the
1980s to underline the extent to which financial leveraging has caused the greater acuteness of
the current crisis compared with the other 3 major global crises since the 1980s. Figure 2 shows
that financial leveraging added another 20% to the underlying banking crisis, thereby bringing
the current financial crisis up to an equivalent of 40% of global GDP, compared to earlier crises,
which rarely went beyond 20%.
The IMF data also show the extent to which Asia is in a very different position than the US and
Europe. Its emergent crisis is economic rather than financial. But given interlinked global
markets, a crisis made largely in the US and to a lesser extent in the EU, is arriving in Asia.
Much has been made, especially in the US media, of the sub-prime mortgage crisis as a
source of the larger crisis. These modest-income families unable to pay their mortgage
were often represented as irresponsible for having taken on these mortgages. But the facts
show another pattern. The overall value of the sub-prime mortgage losses was too small to
bring this powerful financial system down (see Figure 3). What triggered the crisis was a
far more complex financial innovation. The key was the growing demand for asset-backed

Figure 2. Comparison of financial crises.
Note: US sub-prime costs represent IMF staff estimates of losses on banks and other financial institutions. All costs are
in real 2007 US dollars. Asia includes Indonesia, Korea, the Philippines, and Thailand.
Source: IMF (2008, p. 13).
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Figure 3. Expected bank losses as of March 2008 (in billions of US dollars).
Note: ABS ¼ asset-backed security; CDO ¼ collateralized debt obligation; SIV ¼ structured investment vehicle.
Source: IMF (2008, p. 13).

securities by investors, in a market where the outstanding value of derivatives was $630 trillion, or 14 times the value of global GDP. The total value of financial assets (which is a form
of debt) in the US stood at almost five times (450%) the value of its GDP in 2006, before the
crisis was evident. The UK, Japan, the Netherlands, all had a similar ratio (McKinsey &
Company, 2008, p. 11).25 From 2005 to 2006 the total value of the world’s financial assets
grew by 17% (in nominal terms, 13% at constant exchange rates) reaching $167 trillion.
This is not only an all-time high value; it also reflects a higher growth rate in 2006 than
the annual average of 9.1% since 1980. This points to growing financial deepening. The
total value of financial assets stood at $12 trillion in 1980, $94 trillion in 2000, and $142
trillion in 2005.26
This is the context within which the demand for asset-backed securities became acute. To
address this demand, even sub-prime mortgage debt could be used as an asset. Sellers of
these mortgages needed vast quantities of them to make it work for high-finance: 500 such
sub-prime mortgages was a minimum. As the demand for asset-backed securities grew, so did
the push by sub-prime mortgage sellers to have buyers sign on, regardless of capacity to pay
the mortgage. This combination of demand and increasingly low-quality assets meant mixing
slices of mortgage with high debt. Out came an enormously complex instrument that was also
enormously opaque: nobody could trace what all was there. When the millions of foreclosures
came in 2007, investors had a crisis of confidence: it was impossible to tell what was the toxic
component in their investments.
Sub-prime mortgages can be valuable instruments to enable modest-income households to
buy a house. But what happened in the US over the last few years was an abuse of the
concept. The small savings or future earnings of modest-income households were used to
develop a financial instrument that could make profits for investors even if those households
in the end could not pay the mortgages and thereby lost both their home and whatever
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Table 4. Rate of conventional sub-prime lending by race, New York City 2002 – 2006

White
Black
Hispanic
Asian

2002

2003

2004

2005

2006

4.6%
13.4%
11.9%
4.2%

6.2%
20.5%
18.1%
6.2%

7.2%
35.2%
27.6%
9.4%

11.2%
47.1%
39.3%
18.3%

9.1%
40.7%
28.6%
13.6%
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Source: Furman Center for Real Estate & Urban Policy (2007).

savings and future earnings they had put into it—a catastrophic and life-changing event for
millions of these households. This becomes clear in the microcosm that is New York City.
Table 4 shows how whites, who have a far higher average income than all the other groups in
New York City, were far less likely to have sub-prime mortgages than all other groups. Thus
9.1% of all whites who got mortgages got sub-prime mortgages in 2006 compared with
13.6% of Asians, 28.6% of Hispanics, and 40.7% of blacks. Table 4 also shows that all
groups, regardless of incidence, had high growth rates in sub-prime lending from 2002 to
2006. If we consider the most acute period, 2003 to 2005, it more than doubled for whites, it
basically tripled for Asians and Hispanics and quadrupled for blacks.
There were, then, two very separate crises: the crisis of the people who had gotten these mortgages and the crisis of confidence in the investor community. The millions of home foreclosures
were a signal that something was wrong, but in itself, it could not have brought down the financial system. There is a profound irony in this crisis of confidence: the brilliance of those who
make these financial instruments became the undoing of a large number of investors (besides
the undoing of the modest-income families who had been sold these mortgages). The toxic
link was that for these mortgages to work as assets for investors, vast numbers of mortgages
were sold regardless of whether these home-buyers could pay their monthly fee. The faster
these mortgages could be sold, the faster they could be bundled into investment instruments
and sold off to investors. Overall, sub-prime mortgages more than tripled from 2000 to 2006,
and accounted for 20% of all mortgages in the US in 2006. This premium on speed also
secured the fees for the sub-prime mortgage sellers and reduced the effects of mortgage
default on the profits of the sub-prime sellers. In fact, those sub-prime sellers that did not sell
off these mortgages as part of investment instruments went bankrupt eventually, but not
before having secured fees.
In brief, the financial sector invented some of its most complicated financial instruments to
extract the meager savings of modest households in order to produce an ‘asset’—the mortgage
on a house. The complexity of the financial innovation was a series of products that de-linked
sub-prime sellers and investors’ profits from the creditworthiness of consumer home mortgage-buyers. Whether the mortgage is paid matters less than securing a certain number of
loans that can be bundled up into ‘investment products’. The crisis of home-buyers was not a
crisis for financial investors, even though millions of middle and working class families now
live in tents in the US. For finance it was a crisis of confidence. But it showed the importance
of the systems of trust that make possible the speed and orders of magnitude of this financial
system. The crisis of home-owners (valued at a few hundred billion dollars) was the little tail
that dented the enormous dog of trust in the financial system. In other words, this type of
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financial system has more of the social in it than is suggested by the technical complexity of its
instruments and electronic platforms (Sassen, 2008a, pp. 355– 365).
The critical component that brought the financial system to a momentary standstill was more
of an old-fashioned speculation gone wrong: the $62 trillion dollar credit-default swap crisis that
exploded on the scene in September 2008, a full year after the sub-prime mortgage of August
2007 (see Figure 4). This was more than the combined domestic product of all countries in
the world, $54 trillion. Figure 4 shows the extremely sharp growth over an extremely short
period of time, from 2001 to 2007. While much attention has gone to sub-prime mortgages as
causes of the financial crisis, the $60 trillion in swaps in mid-2008 is what really got the financial
crisis going. Declining house prices, high foreclosure rates, declining global trade, rising unemployment, all alerted investors that something was not right. This, in turn, led those who had
bought credit-default swaps as a sort of ‘insurance’ to want to cash in. But the sellers of these
swaps had not expected this downturn or the demand to cash in from those whom they had
sold these credit-swaps. They were not ready, and this catapulted much of the financial sector
into crisis. Not everybody lost. Among the winners are also those who ‘shorted’ sub-prime mortgage securities: once again, Soros is the emblematic actor in this parallel circuit, making well
over $3 billion on the sub-prime mortgage crisis, just as he did on the British pound’s fallout
from the European Exchange Rate Mechanism (ERM).
These credit-default swaps are part of what has come to be referred to as the shadow banking
system. According to some analysts this shadow banking system accounted for 70% of banking
at the time that the crisis explodes. The shadow banking system is not informal, illegal, or
clandestine. Not at all: it is in the open, but it has thrived on the opaqueness of the investment
instruments. The complexity of many financial instruments is such that nobody can actually trace

Figure 4. Value of credit default swaps outstanding according to ISDA data.
Source: Varchaver and Benner (2008)
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what all is bundled up in some of these financial instruments. Eventually this meant that nobody
knew exactly or could understand the composition of their investments, not even those who sold
the instruments.
This shadow banking system has thrived on the recoding of instruments, which, at the limit,
allowed illegal practices to thrive. For instance, it is now clear that credit-default swaps were
sold as a type of insurance. But rather they were actually derivatives. If they would have
been sold as insurance the law requires they be backed by capital reserves and be subject to considerable regulation. Making them into derivatives was a de facto deregulation and eliminated
the capital reserves requirement. Credit-default swaps could not have grown so fast and
reached such extreme values if they had been sold as insurance, which would have been the
lawful way. None of the financial firms had the capital reserves they would have needed to
back $60 trillion in insurance. Because they were recoded as derivatives, they could have an
almost vertical growth curve beginning as recently as 2001.
It is important to emphasize that the viral infection of sub-prime mortgages originated in the
United States but spread to other countries via the globalization of financial markets. This spread
was helped by the fact that non-national investors are, as a group, the single largest buyers of
some of the weakest types of mortgage instruments. Together with banks, non-national mortgage
buyers are over a third of all sub-prime mortgage holders. Foreign ownership strengthens the
potential for spill-over effects well beyond the United States.
A comparison of the value of all residential mortgage debt (from high to low-quality
mortgages) as a ratio of national GDP across developed countries shows sharp variations.27
To some extent, the variation in this value is a function of timing. In the US, the UK and
Australia, the housing market has long been private and, importantly, the financial system is
highly developed on a broad range of fronts. Thus the incidence of mortgages is both high
and widespread in terms of the variety of financial circuits it encompasses. Central to this
story is the difference between the value of housing loans as a ratio to GDP and the growth
rate of such loans. Thus, the former is very low in countries with young housing markets,
such as India and China, where it stands at 10%.28 In contrast, in more mature markets in
Asia, this value can be much higher—standing at 60% in Singapore, and 40% in Hong Kong
and Taiwan—but the growth rate is much lower. Between 1999 and 2006, the average
annual growth of housing loans in India and China was extremely high, certainly above the
growth of other types of loans. Both countries have rapidly growing housing markets and
are, therefore, at the beginning of a new phase of economic development. While most other
Asian countries have not experienced comparable growth rates to India and China in the
mortgage market, they have seen a doubling in such loans during this period. If we consider
the particular financial innovations of concern in this paper—moderate and low-income
households’ mortgages and sub-prime mortgages—then we can see how attractive the Indian
and Chinese residential mortgage market becomes with their millions of low-income
households.
The next two tables (Tables 5 and 6) provide comparative data on the incidence of residential
loans to total loans in several highly developed and so-called emerging market countries. These
two tables also help situate the residential mortgage market in the rapidly growing and diversifying financial world of loans. Developed countries with multiple financial circuits, such as the
US and the UK, clearly show that compared to other types of loans, mortgages are a relatively
small share of all loans, even if most households have mortgages. It is important to note that the
same low level of mortgage loans to total loans in economies marked by a small elite of super
rich individuals has a different meaning in the US and UK: hence, Russia’s extremely low
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Table 5. Share of residential real estate loans to total loans, developed
markets
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Country

Residential real estate loans to total loans (%)

Australia
Austria
Canada
Finland
France
Germany
Ireland
Italy
Netherlands
Norway
Portugal
Singapore
Spain
Sweden
United Kingdom
United States

56.46
13.11
58.94
33.79
42.00
17.82
13.87
17.37
28.62
61.53
28.25
22.01
25.85
34.48
20.05
39.46

Average

32.10

Source: International Monetary Fund (2005).

incidence of residential to total loans in the economy is an indication of a narrow mortgage
market (mostly for the rich and very rich) and the fact that there are vast financial circuits
centered on other resources.
While residential mortgage capital is growing, it needs to be situated in a larger financial landscape. Thus, even though mortgage finance measured as a ratio to GDP is high in countries such
as the US and the UK, the total value of financial assets is far higher. As indicated earlier, the

Table 6. Residential real estate loans to total loans, emerging
markets
Country

Residential real estate loans to total loans (%)

South Africa
Russian Federation
Poland
Latvia
Croatia
South Africa
Russian Federation
Poland

19.92
9.15
12.91
18.81
17.47
19.92
9.15
12.91

Average

14.16

Source: International Monetary Fund (2005).
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ratio of finance as a whole to US GDP is 450%, as it is for the UK. The other story, then, is the
extent to which finance has found mechanisms for raising its revenue that have little direct connection to the material economy of countries. In this regard, the securitizing of residential mortgages can be seen as a powerful instrument for the further financial deepening of economies.
Finally, yet another way of understanding the mortgage capital is its share in total loans.
Tables 5 and 6 show this share for developed and emerging market economies. There is considerable variability within each group of countries. But the general fact is that there is much
room for residential mortgage debt to grow in both. And some of this growth may well take
the shape of sub-prime mortgages, with its attendant risks for modest-income households and
the added leveraging it brings to the financial system.
An important question raised by these developments is the extent to which developed and
developing countries will follow this troublesome ‘development’ path. It has become another
way of extracting value from individuals. In this case, through home mortgages that even
very poor households are invited to buy, partly because the sellers are merely after the contract
that represents an asset, in order to bundle them up and sell the package to an investor, thereby
passing on the risk and removing an incentive to care whether the home owner manages to pay
the mortgage. Table 7 and Figure 5 show the rapid growth over a very short period of time in the
ratio of household debt to personal disposable income, and, secondly, the fact that in some
of these countries, much of this debt is foreign-owned—an indication of an emerging global
financial market.
Finally, when we compare the ratio of housing mortgage debt to GDP in different regions of
the world we can infer the potential for growth in those countries where it is still a minor share
(Figures 6 and 7). What points to the massive potential for growth of this innovation is the low
incidence of mortgage capital in most countries around the world. Overall the ratio of

Table 7. Ratio of household credit to personal disposable income (%)

Emerging markets
Czech Republic
Hungary
Poland
India
Korea
Philippines
Taiwan
Thailand
Mature markets
Australia
France
Germany
Italy
Japan
Spain
United States

2000

2001

2002

2003

2004

2005

8.5
11.2
10.1
4.7
33.0
1.7
75.1
26.0

10.1
14.4
10.3
5.4
43.9
4.6
72.7
25.6

12.9
20.9
10.9
6.4
57.3
5.5
76.0
28.6

16.4
29.5
12.6
7.4
62.6
5.5
83.0
34.3

21.3
33.9
14.5
9.7
64.5
5.6
95.5
36.4

27.1
39.3
18.2
...
68.9
...
...
...

83.3
57.8
70.4
25.0
73.6
65.2
104.0

86.7
57.5
70.1
25.8
75.7
70.4
105.1

95.6
58.2
69.1
27.0
77.6
76.9
110.8

109.0
59.8
70.3
28.7
77.3
86.4
118.2

119.0
64.2
70.5
31.8
77.9
98.8
126.0

124.5
69.2
70.0
34.8
77.8
112.7
132.7

Source: International Monetary Fund (2006).
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Figure 5. Share of foreign currency denominated household credit, end-2005 (in % of total household credit).
Source: International Monetary Fund (2006, p. 54).

Figure 6. Ratio of outstanding residential mortgage debt to GDP (select countries/end 2006).
Source: Miles & Pillonca (2007).

residential mortgage capital—both high and low-quality mortgages—to GDP tends to be
higher among so-called mature market economies, but even here that ratio varies considerably
(see Figure 6). The average for the period 2001 to 2006 stood at around a ratio of 20% to GDP
for Italy and Austria; closer to 30% for France and Belgium; 40% for Finland, Sweden and
Germany; 60% for Spain, Portugal and Ireland; 80% for the UK and the Netherlands and so
on (see Figure 6).29
The types of sub-prime mortgages widely sold from 2002 to 2007 could only be systemically
mobilized as assets through the delinking between high finance and the specifics of the house, the
borrower, the neighborhood. This delinking was constructed through enormously complex
instruments, which in turn further raised the level of speculation in the system, rather than
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Figure 7. Ratio residential mortgage debt to GDP: emerging Asia (average, 2001– 2005).
Source: Warnock & Warnock (2008, p. 26).

taming it with (notional) asset-backed securities. Behind these enormously complex financial
instruments created by brilliant financiers and software engineers lies an elementary form of
violence and extraction of a specific narrow utility, and a brutal disregard for all else that
was involved.
Conclusion: The Expulsion of People and the Incorporation of Terrain
The potential for global replication of the financial innovation that destroyed 15 million plus
households in the US, therewith devastating whole neighborhoods is the systemic equivalent,
albeit on a much smaller scale, of the global South countries devastated by an imposed debt
and debt servicing regime which took priority over all other state expenditures. These are two
manifestations of a systemic deepening of advanced capitalism, one marked by its potential
to spread globally and the other marked by its full enactment in the global South.
Both cases can be seen as part of a much larger process of financial deepening, one of today’s
major dynamics characterizing advanced capitalist economies. Financial deepening requires
specific mechanisms, which can be extremely complex, as in the case of the type of subprime mortgage examined in this article, or they can be quite elementary, as in the debt servicing
regime that took off in the 1990s. I examine these two cases through a specific lens: the transformative processes that expand the base of current advanced capitalism. Particular attention
went to the assemblages of specific processes, institutions, and logics that get mobilized in
this systemic transformation/expansion/consolidation.
One way of thinking of this systemic deepening is as the expansion of the operational space
for advanced capitalism—it expels people both in the global South and in the North even as it
incorporates spaces. The devastated economies of the global South subjected to a full decade or
two of debt servicing, are now being incorporated into the circuits of advanced capitalism
through the accelerated acquisition of millions of hectares of land by foreign investors—to
grow food and extract water and minerals, all for the capital investing countries. This also
holds for such a radically different instance as the sub-prime mortgage crisis, a largely global
North dynamic. I see the sub-prime mortgage as extending the domain for high finance but in
a way that delinks the financial circuit from the actual material entity that is the house, and
hence from the neighborhood, and from the people who got the mortgage. All of these
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materialities are excluded from this type of articulation with high-finance—which means that the
devastated neighborhoods are expelled from what are, strictly speaking, also traditional circuits
of capital. It is akin to wanting only the horns of the rhino, and throwing away the rest of the
animal, devaluing it, no matter its multiple utilities. Or using the human body to harvest
some organs, and seeing no value in all the other organs, let alone the full human being—it
can all be discarded. But unlike the clear realignments we see in vast stretches of the global
South, it is not clear how these devastated urban spaces in the global North will be incorporated
into the circuits of advanced capitalism.
This systemic shift signals that the sharp increase in displaced peoples, in poverty, in deaths
from curable illnesses, are part of this new phase. Key features of primitive accumulation are at
work, but to see this it is critical to go beyond logics of extraction and to recognize the fact of
systemic transformation, with its system-changing practices and projects—the expulsion of
people that transforms space back to territory, with its diverse potentials.
Notes
1

2

3

4

5

6

7
8

This is particularly so if we take a simple and direct definition such as ‘. . .a primitive accumulation preceding
capitalistic accumulation; an accumulation not the result of the capitalistic mode of production, but its starting
point’ (Marx, 1992, p. 873).
‘The capitalist system pre-supposes the complete separation of the labourers from all property in the means by
which they can realize their labour. As soon as capitalist production is once on its own legs, it not only
maintains this separation, but reproduces it on a continually extending scale. The process, therefore, that clears
the way for the capitalist system, can be none other than the process which takes away from the labourer the
possession of his means of production; a process that transforms, on the one hand, the social means of
subsistence and of production into capital, on the other, the immediate producers into wage-labourers. The socalled primitive accumulation, therefore, is nothing else than the historical process of divorcing the producer
from the means of production. It appears as primitive, because it forms the pre-historic stage of capital and of
the mode of production corresponding with it’ (Marx, 1992, pp. 874– 875).
I have long been interested in expanding the analytic terrain within which we understand some classical categories,
from citizenship to primitive accumulation, as a way to (a) make these older categories work to elucidate novel
conditions, and (b) to identify, potentially, the limits of these older categories to explain current conditions,
hence making visible the need for new categories (Sassen, 2008a).
In my earlier research (e.g. Sassen, 1988, 1991, 2006) I conceptualized these types of operations in the global
North—a mix of organizational complexity and destitution/disempowerment—as ‘peripheralization at the core’.
In many ways this concept captures the particularity of the short and brutal history of this particular type of
sub-prime mortgage.
For instance, the growing informalization of work in major global cities of the North beginning in the 1980s is often
described as a mechanism to lower costs of production. It is that, but it is also a more complex dynamic that
contributes to the deepening of advanced capitalism. In my research I find that some (not all) of the components
of this informalizing of work are the systemic equivalent of the deregulation of major advanced economic sectors,
notably finance and telecommunications. It adds particular forms of ‘flexibility,’ i.e. needed components of
production and work for the advanced sectors that could not function/survive formally (Sassen, 2006, ch. 5 and 6).
Elsewhere (Sassen, 2008b, 2008c) I examine these two cases through a specific lens: the assemblages of specific
processes, institutions, and logics that get mobilized in this systemic transformation/expansion/consolidation.
Comparing the current assemblage of elements that enables the operations of ‘PA’ as systemic deepening with
those of the original in Marx also is a way of establishing the differences—the specific historical and systemic
differences. Focusing on assemblages of elements involved in these shifts, rather than positing more
deterministic dynamics, also enables factoring in contingency. And here is where a strict application of Marx’s
concept of PA cannot work, which can then lead some to object to the use of the category to capture some
specific current transformations.
See Sassen (2008a, ch. 1, 8 and 9) for a development of the theoretical, methodological, and historical aspects.
This section is based on a larger research project (Sassen, 2008b) that seeks to show how the struggles by
individuals, households, entrepreneurs, and even governments are micro-level enactments of larger processes of
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economic restructuring in developing countries launched by the IMF and World Bank Programs, as well as in WTO
law implementation during the 1990s and onwards.
In many of the HIPCs, debt service ratios to gross national product (GNP) have long exceeded sustainable limits;
many are far more extreme than what were considered unmanageable levels in the Latin American debt crisis of the
1980s (Oxfam International, 1999). Thirty-three of the 41 HIPC countries paid $3 in debt service payments to the
North for every $1 in development assistance. The IMF asked HIPCs to pay 20% to 25% of their export earnings
toward debt service. In 2005, before the debt cancellations of early 2006, these debt servicing levels remained high
as a share of gross domestic product (GDP) for most of these countries; by the end of 2006, debt servicing levels had
declined but were still significantly higher than net foreign direct investment.
The 26 countries that have passed the completion point are: Benin, Guyana, Niger, Bolivia, Haiti, Rwanda, Burkina
Faso, Honduras, São Tomé & Prı́ncipe, Burundi, Madagascar, Senegal, Cameroon, Malawi, Sierra Leone, Central
African Republic, Mali, Tanzania, Ethiopia, Mauritania, Uganda, The Gambia, Mozambique, Zambia, Ghana,
Nicaragua.
MDRI promised cancellation of debts to the World Bank (incurred before 2003), IMF (incurred before 2004), and
African Development Fund (incurred before 2004) for the countries that completed the HIPC initiative. It should be
noted that many global South countries have not completed the HIPC initiative and have not received MDRI debt
relief.
Still, debt relief does not always function as intended. For example, recent debt restructuring in Guyana caused the
country to be $5 million worse off. The majority of Guyana’s debt is to the Inter-American Development Bank
(IADB). In early 2007 a deal was made to cancel Guyana’s debts but this only canceled old debts at the expense of aid.
It is worth noting that this happens at a time of sharp increases in food prices (The Economist, 2009). Beyond
price, trade bans and crises pose a risk even to rich countries that rely on food imports. See also note 15.
On the other side, the World Food Programme spends $116 million to provide 230,000 tons of food aid between
2007 and 2011 to the 4.6 million Ethiopians it estimates are threatened by hunger, and malnutrition. This
co-existence in a country of profiting from food production for export and hunger, even famines, with the
taxpayers of the world providing food aid, is a triangle that has repeated itself over the post-World War II decades.
Between the start of 2007 and the middle of 2008, The Economist index of food prices rose 78%, including over 130%
for soya beans and rice. This price increase is sharply higher than the fall to 11% (from the 10-year average of 15%) in
the ratio of stocks to consumption-plus-exports in 2009 for the five largest grain exporters (The Economist, 2009).
The share of the primary sector (which includes prominently mining and agriculture) in inward FDI stock increased
to 41% in 2006, up from 5% in 1996; in contrast, the share of the manufacturing sector almost halved to 27% from
40% over that period (UNCTAD, 2008).
For comprehensive data see the United Nations Conference on Trade and Development’s World Investment
Directory Volume X Africa (UNCTAD, 2008).
The basic source for remittances comes from the Central Bank of each receiving country. These figures exclude
informal transfers. The scholarship on these subjects is vast. As such, it is not possible to reference fully each of
the major propositions organizing this discussion.
Wall Street firms can also benefit. The Inter-American Development Bank (IADB) produced a series of detailed
studies which show that, in 2003, immigrant remittances generated $2 billion in handling fees for the financial
and banking sector on the $35 billion wired back home by Hispanics in the United States—an elementary
transaction for the sector.
See, generally, Orozco et al. (2005); for regular updates see the quarterly issues of Migrant Remittances.
See also details about the money generated through illegal trafficking in US Department of State (2004), Kyle &
Koslowski (2001), and Naim (2006).
This is part of a larger research project, with details of numbers and sources in Sassen (2008a, ch. 5 and 7, 2008b).
Thus firms as diverse as Coca-Cola, IBM and Microsoft were doing fine in terms of capital reserves, profits, market
presence, and so on. But highly financialized sectors such as the housing market and commercial property market
were not, and went down fast, bringing healthy firms down with them.
We saw this also in the 1997 Asian financial crisis which destroyed thousands of healthy manufacturing firms in
South Korea. These firms had a global demand for their products, with the workforces and the machines. Yet
they had to close because credit dried up, preventing them from paying for all the up-front costs of production,
and causing the unemployment of over a million factory workers.
The financial deepening of economies has become one of the major dynamics characterizing advanced economies.
The ratio of global financial assets to global gross domestic product was nearly 350% in 2006. The number of
countries where financial assets exceed the value of their gross national product more than doubled from 33 in
1990 to 72 in 2006 (McKinsey & Company, 2008). Securitizing a broad range of types of debt is a key vehicle
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for this financial deepening. The extension of securitization into consumer debt, including mortgages, took off in
the 1980s in the US. The sharp growth of mortgages to enable the massive housing construction boom in developed
countries in the decades following World War II produced a vast money pool, which became a prime object for
securitization in the 1980s. Deregulation became the critical step to enable securitization: mortgages had to be
pulled out of their protective encasements—that is, pulled out of millions of small credit unions and hundreds
of highly regulated banks. In The Global City (Sassen, 1991, see generally ch. 4) I examined how this generated
a series of innovations—new types of mortgage instruments, of which the current generation of so-called
structured-investment instruments is but the latest. The overall effect was a vast expansion of credit in the
mortgage sector.
The trends in financial globalization point to geopolitical shifts. The US is still the largest financial power with
$56.1 trillion assets, almost a third of the world’s financial assets. Europe’s Eurozone financial markets were
almost $40 trillion, and including the UK’s $10 trillion and Eastern Europe’s $1.4 trillion puts Europe close to
the US. The Euro is becoming a strong alternative global currency to the dollar, with the value of euro currency
in circulation surpassing the latter in mid-2007; it is also the top currency for the issuing of international bonds.
Japan, China, India, and several other Asian countries are a fast growing third financial block. The composition
of financial assets in these major national and regional financial markets varies sharply. The largest components
in the US are equity securities and private debt securities, which together account for 70% of the financial
market. In contrast, in China, bank deposits account for 55% of financial assets.
The IMF, which reports these measures, bases them on several sources: IMF national accounts data; European
Mortgage Federation; Hypostat Statistical Tables; the US Federal Reserve; the OECD Analytical Database;
Statistics Canada; and IMF staff calculations (see IMF, 2005, 2006).
In China, the total value of mortgage finance is higher than suggested by residential mortgage lending data alone
because loans to developers are not well recorded and could be rather large.
See IMF (2007, ch. 3). Note that these measures are based on the diverse sources listed above in note 27.
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