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Abstract

This paper explores the role of housing in households’ increasing financial activities. First,
| build on quantitative work on the growth of housing related debt across Europe carried
out under WP5 by presenting data on rates of homeownership, levels and types of
mortgage debt, and house prices (and, by implication, housing wealth). | find that, although
there is a general tendency for all to increase, differences in the structures of housing
provision across countries lead to significant variation in both the data, and what can be
drawn from it, across countries. Second, | consider accounts of households’ growing
financial activities that attribute a central role to housing, including Lapavitsas and Dos
Santos’s ‘financial expropriation’ thesis, and a growing body of literature that sees Europe
as moving towards a housing asset-based welfare model. | argue that both, in different
ways, are insufficiently attentive to the way in which housing provision, the role of finance
within it, and the relationship of both to the reproduction of labour power more generally,
are all uniquely and distinctly structured in different countries. | also show that even in the
UK, where the role of finance in housing and welfare provision is thought to be most
advanced, the restructuring of housing and welfare in favour of finance remains limited
and contradictory. Finally, | outline some preliminary findings on the impact that a growing

tendency to treat one’s home as an asset has had on well-being.
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1. Introduction

European households’ growing involvement with the financial sector, in terms of holdings
of both financial assets and financial liabilities, is well-documented (Santos and Teles
2013; Lapavitsas 2013). The place of housing within this transformation of households’
financial behaviour is of particular interest for two reasons. The first is the quantitative
importance of housing in households’ financial activities. The liberalisation of financial
flows since the 1980s, along with low interest rates, led to a boom in mortgage lending
across Europe such that Santos and Teles (2013] find that housing debt constitutes the
bulk of household indebtedness in Europe. They look only at financial assets and liabilities
and so do not include housing assets in their study but, as | show below, housing assets
are also important among European households. This importance of housing assets and
liabilities was true of the period before the crisis (ECB 2009) and has continued to be true
in the period following it, during which household debt has continued to grow in most
European countries and housing debt has remained the largest component of it (OECD
2013). In purely quantitative terms, then, housing is important for understanding the
households’ increasing involvement with financial markets because it accounts for a large

portion of households’ financial activities.

The second reason that housing is particularly important to understanding households’
financial behaviour concerns its role - or alleged role - in the restructuring of welfare
provision, and its association more generally with households’ other financial activities.
Housing has historically been seen as the ‘wobbly pillar’ of the welfare state, less
decommodified than other vital services such as health and education. Perhaps because of
this, housing has been at the forefront of welfare restructuring through privatisation and
commodification and, as already mentioned, housing-related activities account for a large
part of households’ financial activities. But the significance of housing to changing

patterns of welfare provision goes beyond its being the part of the welfare state furthest
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down the line in terms of reform. Because housing is most households’ largest asset,
homeownership has also been seen as the lynchpin of the emergent asset-based welfare
system (Malpass 2008), with housing wealth the most important means through which

households meet a growing portion of their welfare needs.

In this way, housing is placed centre-stage in various accounts of why and how households
have become more involved in financial markets. A growing literature sees European
households as being increasingly expected to meet their own welfare needs through
accumulating and managing assets and, because of this, to be increasingly embroiled in
the financial system (Lapavitsas 2009 2013, Dos Santos 2009a, 2009b; Doling and Ronald
2010a, 2010b; Malpass 2008). Such accounts vary on precise detail but share in common
the view that households have engaged with finance in an attempt to shore up
consumption, usually of necessities, against either the state’s retreat from universal
welfare provision or stagnating real wages or some combination of the two (often with
appeal to sustaining or rising consumption norms set against stagnating real wages and

secure employment opportunities).

In this paper, | investigate the importance of housing in households’ financial activities,
while at the same time providing an overview of housing and mortgage markets in Europe
and how they relate to household financialisation and well-being. | first elaborate the
account of the importance of housing liabilities given by Santos and Teles (2013) by
stressing, in addition, the importance of housing as an asset and by looking in more detail
at trends in homeownership, mortgage indebtedness, and house prices across Europe. In
doing so | argue that a general trend of expanding homeownership and mortgage-lending
conceals significant inter- and intra-country variation. This is true not only in terms of
rates of homeownership and mortgage lending and associated variables such as house

prices, but also of how the two relate to each other structurally.
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| then go on to consider the role of housing in households” broader welfare strategies and
how this relates to households’ participation in the financial sector. First, | reject the
argument that households’ relations with the financial sector are exploitative and driven
by their being compelled to engage with finance in order to shore up stagnating incomes
and decreasing welfare provision, as this is incompatible with the evidence. Second, |
consider arguments that the accumulation of housing wealth has facilitated welfare
reforms that have driven households closer to financial markets. Here the literature again
cautions against generalisation. The relationships between housing, welfare and
households’ financial activities vary significantly from country to country, reflecting
differences in forms and structures of housing provision as well as those of broader
welfare provision and financial services. What does emerge is that in a number of
European countries, housing does play a role in systems of asset-based welfare, but this
is not new whereas any association between asset-based welfare and finance is both new
and contingent. Asset-based welfare in Southern Europe has traditionally depended on
familial solidarity and support rather than access to financial markets with, for example,
low levels of mortgage debt despite high levels of owner-occupation. It is in countries that
have or are transitioning from collective to more individualised forms of welfare, such as
the UK, the Netherlands, and Sweden, that finance is most important to the accumulation
and use of housing wealth, giving rise to new models of asset-based welfare (Toussaint

and Elsinger 2009).

Third, even in the UK, the European country in which the interdependence of housing,
welfare and finance is most established, the development of asset-based welfare and the
use of finance within it are partial at best. While more households are spending housing
equity on welfare, it remains the exception rather than the rule and a number of goods
continue to be universally provided. Furthermore, the norms and meanings associated
with homeownership are complex and often conditioned by the contradictory interaction of

cultural and material factors (Fine 2013). While the asset role of housing has become
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more important over the last decade, it is in tension with, and constrained by, housing’s

role as a home and form of shelter.

| end the paper by discussing the relationship between the finance, housing, and well-
being, with a view to suggesting issues what could be investigated through the household
survey. One issue concerns households” exposure to risk and the extent to which they
experience owner-occupation as burdensome. While for some people owner-occupation is
a means of reducing housing costs and accumulating wealth in the long run, others may
struggle with mortgage costs or paying for the upkeep of the property. The experience of
owner-occupation is heterogeneous both within and between countries. A related issue
concerns the impact of the developments discussed in the rest of the paper on inequality.
Home-ownership and the growth in important of housing finance are associated with a
growing divide between the “haves” (on the housing ladder; higher income; older
households] and “have nots” [not on the housing ladder; lower income; younger
households). Far from being the (exploitative] means by which poor households seek to
maintain their living standards, mortgage borrowing is more prevalent among higher-
income households and tends to be a means through which they strengthen their relative
advantage and corresponding inequalities are reproduced and consolidated. A final issue

concerns how the use of housing wealth to boost consumption effects well-being.

In the next section | provide an overview of housing and finance in Europe, demonstrating
variegation by both country and sector. That is, | show how the relationship between
housing and finance, and the role of housing in households’ financial activities, vary across
countries, not just with level of development of financial sector in each country as pointed
out by Santos and Teles (2013), but also with features of each housing system in
particular. In the third section | discuss versions of the view that housing equity has come
to play a central role in maintaining welfare and consumption. | again stress the extensive

variegation in how housing, welfare and finance interact both across and within countries
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and argue that trends towards the financialisation of housing and welfare is evident in
some countries but, as yet, still remains limited. In section four | discuss various issues
that arise in relation to welfare, stressing, in particular, that the interaction of housing and
financial markets has exacerbated certain inequalities. The final section concludes with a

summary of the paper.

2. Housing and finance in Europe

Over the last fifteen years there has been a general trend in Europe for both owner-
occupation and mortgage lending to expand. The owner-occupancy rate increased in most
EU countries (Housing Europe Review 2012). Residential mortgage debt to GDP ratio for
the EU27 increased from 35.7% in 2000 to 51.7% in 2011, or per capita from 6.85% to
13.1% (EMF hypostat 2011). These trends are usually attributed to the privatisation of
social housing and liberalisation of mortgage markets, respectively, see, for example,
(Pittini and Laino 2011; Aalbers 2009b; Santos and Teles 2013; Karacimen 2013), as well as
being interrelated in virtue of the high cost of housing relative to income and consequent
(presumed] inability of most households to purchase a house without a loan. In
combination these trends are taken to suggest a convergence towards a model in which

housing provision is dominated by owner-occupation and, for most people, conditional on



