BANKING ON MISERY
The Summer 2003 issue of Southern Exposure contains a 53-page section on the current bent of the banking industry toward the exploitation of the poor.  Financial institutions, from local loan sharks to the mighty Citigroup, are finding ways to extract enormous profits from the most vulnerable, "subprime" borrowers who do not have access to standard banking opportunities.  Low income, blue-collar, and minority consumers are targeted by this "poverty industry," which has grown 500% in less than a decade, from $14 billion in 1994 to $213 billion in 2002.  Michael Hudson calls this "a top-down financial revolution," especially in the South, where "economic inequality, racial discrimination, weak consumer laws, and pliable regulators create a ripe atmosphere for abuse."  (21)  His article, "Banking on Misery," describes how Citigroup, Wall Street, and others build their financial empires, in part, by charging those desperate for cash excessive rates for loans, high rates and hidden fees for mortgages, unfavorable terms for refinancing, and multiple fees and fines for late payments.  The CEO of Citigroup, Sanford Weill, rose through this side of the banking business and through arranging mergers with institutions dedicated to the exploitation of the poor, even entities known for corruption and charged with criminal activities.
In his article , "Perpetual Debt, Predatory Plastic," Robert Manning explains the credit card scams.  In order to obtain an initial credit line of $400, ACE Visa requires a person with bad credit to take an education program that costs $289 plus other fees bringing his total cost to $369, leaving a real credit line of $31.  When the Supreme Court ruled that banks could charge the highest interest rate permitted by their "home" states, banks relocated their offices to states that had no limit.  In 1977 50 banks held half of the credit card market; 25 years later 10 banks controlled 80% of the market, which had climbed from $51 billion in 1980 to $610 billion in 2002.  61% of families carry a balance on the credit cards each month; average credit card debt has risen from $10,000 to 12,000 from 1998 to 2002.  Late fees jumped from $13 in 1996 to $30 in 2002; penalty revenue grew from $1.7 billion in 1996 to $7.3 billion in 2001; total fee income rose more than five times faster than overall credit card profits between 1995 and 2001; companies like Sears and Circuit City make more from finance revenues than from sales; the industry fights regulation, keeps customers in the dark, pursues the principle that "The most profitable way to make money off the vulnerable is to keep them in debt at the highest rates for as long as possible."  (50)  In fact, "the most disadvantaged (debtors) subsidize the low cost of credit for the most advantaged (convenience users)."  (51)
For further analysis and recommendations for borrowers see www.southernstudies.org, www.responsiblelending.org, www.consumerfed.org, www.consumersunion.org, www.innercitypress.com, www.consumerlaw.org, www.woodstockinst.org, www.acorn.org, www.communitychange.org, www.aarp.org/consumerproject.
1.  What has been your experience with credit cards, mortgages, and banking in general?

2.  How can we make a difference for ourselves, among our friends, and nationally?
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