
1402 

 

CAUSES OF GLOBAL CRISIS IN AN ETHICAL CONCERN: THE 

SUBPRIME MORTGAGE CRISIS FROM THE KANTIAN AND THE 

UTILITARIAN PERSPECTIVES 

Didem RODOPLU ŞAHİN
1
, Gizem RODOPLU

2
 

 

Abstract 

The global crisis occur depending on both economic and political instabilities in a country, or a region 

and effect globally in a broader extend. In this scheme, the causes and the effects of the crisis follow a 

cycle and one triggers the other by this way.  The recent Mortgage Crisis was also triggered by a 

number of economic and political effects, which expanded its scope globally, as a result of the 

globalization period. On the other hand, reducing the causes of global crisis only to the economic and 

political extend is not adequate to explain the nature of the crisis, since both economic and political 

systems are operated by rational beings, humans. The Kantian and the Utilitarian perspectives own 

different point of views to explain the ethical concerns of human beings. As a result, the different 

approaches of The Kantian and the Utilitarian perspectives affect the global crisis differently and also 

the Mortgage Crisis, since the operators of the economic and political systems grasp and apply these 

ethical principles differently on their fields and reach various results and also global crisis. For that 

reason, this paper will critically evaluate the causes and effects of global crisis from the point of both 

Kantian and the Utilitarian perspectives and their effects on the Mortgage Crisis. 
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Introduction 

The Kantian and the Utilitarian perspectives own different point of views to explain the 

ethical concerns of human beings. In the first approach, the Kantian perspective, an ideal 

ethical foundation is constructed in a broad sense, which also forms the universal laws and the 

maxims of the actions, on the other hand in the second approach, utilitarianism, is constructed 

on the principle of “maximization of utility”. The Kantian perspective does not allow the 

maximization of utility but this principle also contradicts with the one of the most essential 

principle of economics, “the maximization of profit”, for that reason the utilitarian perspective 

is applied in a broader extend, but since the application of utilitarianism depends on the 

maximization of utility, application of an ethical perspective, utilitarianism, also forms global 

crisis. For instance, in the Kantian perspective, borrowing money from a source with knowing 

that person cannot pay that amount of money back, which is also one of the fundamental 

causes of Mortgage crisis, is not universalizable, and cannot form a general maxim for whole, 

while in utilitarian perspective, this is acceptable since it maximizes the utility. As a result, 

two different approaches, two different principles also affect the global crisis differently and 

also the Subprime Mortgage Crisis, since the operators of the economic and political systems 

grasp and apply these ethical principles differently on their fields and reach various results 

and also global crisis. Depending on the Kantian and the Utilitarian perspectives, in this 

paper, firstly the causes and results of the Subprime Mortgage Crisis, secondly causes and 

results of the Subprime Mortgage Crisis from the Kantian perspective and thirdly causes and 

results of the Subprime Mortgage Crisis from the Utilitarian perspectives will be critically 

evaluated. 

 

1. The Subprime Mortgage Crisis 

The Subprime Mortgage Crisis was an United States originated crisis, which was expanded its 

scope globally in the credit markets, began in the 2007.  In 2007 and 2008,  was caused a 

financial crisis which also triggered the collapse of  one of the fundamental Investment Bank, 

The Bearn Stearns, ( an American Investment Bank) and also formed financial disasters at a 

number of financial institutions in U.S and Europe. 

 

1.1 Causes of the Subprime Mortgage Crisis 
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The Subprime Mortgage Crisis relies on multiple causes in which one effects the other 

simultaneously with a complicated and interrelated mechanism. Especially the purchasing and 

financing of both the building and homes with an easy lending and low interest rated credits 

in the United States was the fundamental cause of the Mortgage Crisis. These dynamics 

together formed a slippery ground, which created massive borrowings with low credit ratings, 

as the results of lax lending standards and poor risk management by financial institutions. 

(Spero, 2008)  

 

Moreover, The subprime mortgages were not remained within the territory of the United 

States and it expanded its scope globally and traded with new mortgage packages by 

numerous finance intuitions and investors. These mortgage - backed securities, were traded 

especially in The United States, Europe, China, and the Middle East, caused the lenders to be 

more flexible on the application of credits o increase the gain from the mortgage credit 

depending on exceeding the limits of customers repayment . E.g.( Exaggerated values of 

homes). Moreover, the exaggerated values of homes was caused customers to demonstrate 

their assets and income sufficient, in a higher level than they really are, to gain mortgage 

credits.   

 

1.2 Results of The Subprime Mortgage Crisis 

The mechanism of the subprime Mortgage credit caused a dual effect on the market as a result 

of the practices of  both the lenders and holders of the mortgage credits that created an 

illusionary financial benefit which is not a financial benefit indeed. This nature of subprime 

mortgage credit market also tighten the securities and the audit on the mortgage market by 

The Federal Reserve and  as a resulted of the surveillances  the mortgage market was decided 

to be left alone.  

Nevertheless, a large number of borrowers and especially subprime borrowers could no longer 

service their mortgages, foreclosure rates went up, owners of mortgage-backed securities 

belatedly  realized that they were engaging in a highly risky form of investment banks, and 

insurance companies, which had created , bought, and /or trade these instruments, suffered 

huge losses. (Spero, 2008) 

 

2. The Subprime Mortgage Crisis From The Kantian Perspective 
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Kantian Ethic is based on three fundamental categorical imperatives, which are nonutilitarian 

indeed,  in his Groundwork of the metaphysic of Morals.  To know what a categorical 

Imperative is, concept of Maxim should be clarified firstly. A maxim is “a subjective principle 

of volition”  and has to general. A maxim indicates that whenever the same act is applied to 

that maxim the other conditions  will also be satisfied. For that reason, according to Kant 

every action has a maxim, even this is not stated explicitly. (Feldman, 1978) 

Kant expresses three leading categorical imperatives to indicate that an act is morally right. 

First categorical imperative is, “an act is morally right only if its maxim is universalizable”. 

Second categorical imperative is, “An act is morally right if and only if , in performing it , the 

agent refrains from treating any person as a means” and lastly the third categorical imperative 

is, “An act is morally right if and only id the agent, in performing it , follows some law 

autonomously.” (Feldman, 1978) 

   

2.1 Causes of the Subprime Mortgage Crisis from the Kantian Perspective 

To analyze the causes of  mortgage crisis from the Kantian perspective, firstly the 

fundamental dynamics of the mortgage market should be placed in the Kantian perspective. 

For that reason, firstly the maxim of the mortgage market should be clearly identified. 

According to that scheme, maxim of the Mortgage market is formed as;  

 

M1: Whenever anyone needs money for financing the building or purchasing the home, 

she/he will borrow subprime mortgage credits. 

Even though the maxim for borrowing mortgage credit is indicated, the borrowers may not act 

on a same sort of general principle. For instance, as it is in the fundamental causes of the 

mortgage crisis, customers can borrow mortgage credit, even the customer know that she/he 

will not be able to pay that amount of credit back. Moreover, the inaccurate information for a 

maxim of an action which conveys formation of the maxim in a different way than the agent 

and the situation is. For example, exaggerated value of homes and the customers inaccurate 

income and asset distribution to able to get the mortgage credits.  

This scheme proves that in the beginning of construction of a maxim for a mortgage market,  

it is constructed on two basic principle which are not be included in the formation of a maxim, 

because a maxim is morally acceptable if and only if it is universalizible. This formation of  a 

maxim for mortgage market illustrates that the first categorical imperative is also disrupted, 
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depending on the categorical imperative “an act is morally right only if its maxim is 

universalizable”.  In this manner, the first categorical imperative will be as; 

 

C1: Borrowing subprime mortgage credit is morally right only if its maxim is universalizable. 

On the other hand, its maxim cannot be universalized since when it is universalized, the 

financial system of the mortgage credit system will collapse depending on the inaccurate 

information given at the system. This nature of the system prevents the universalizability of 

that maxim. 

Moreover, according to the second categorical imperative, “An act is morally right if and only 

if , in performing it , the agent refrains from treating any person as a means” is also disobeyed 

with the credit lender’s treating to the customers of the mortgage credits merely as a means.  

 

C2: Lending of the Subprime Mortgage Credits is morally right if and only if , in performing 

it, the lender refrains from treating any person as a means. 

In other words, C2 means that every individual should be treated as an end in itself. On the 

other hand, in the service of the subprime mortgage markets, are treated as a merely mean, not 

as an end in itself. For instance; exaggerated the values of houses was estranged the aim of 

mortgage credits being of a means for the customers who are end in itself and became an end 

itself while treating the customers as a merely means. 

Lastly according to the third categorical imperative,” An act is morally right if and only if the 

agent, in performing it , follows some law autonomously” was also annihilated by the 

dynamics of the mortgage credit market. According to this scheme, third categorical can be 

stated as; 

 

C3: Lending and borrowing the subprime Mortgage credits is morally right if and only if the 

agent, in performing it, follows some law autonomously. 

This means any other motive, such as a fear of or a desire for an certain, for certain 

consequences, is not moral, even if your action is motivated autonomously. In other words, 

“your act is morally right if and only if your are motivated to perform that act primarily by the 

recognition that is recognition that is required by a rule that you have established for yourself, 

and for everyone else as well.”(Feldman, 1978)     

On the other hand, the dynamics of the subprime mortgage credit was established 

simultaneously with the fear of not able gain mortgage credits,  and also the desire for 
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expanding of the scope of the mortgage credits.  In this point, the motive of the customers is 

“fear “ of not able to gain mortgage credits triggers them to exaggerate their assets and 

income in order to gain that mortgage  credit and also the motive of the lenders is “desire” to 

expand the scope of the subprime mortgage credits triggers the exaggerated values of homes. 

These kind of  motives, which are not autonomous, convey the act to be immoral, since “An 

act is morally right if and only id the agent, in performing it , follows some law 

autonomously.” 

 

2.2 Results of the Subprime Mortgage Crisis from the Kantian Perspective 

According to the Kantian perspective, the dynamics and the motives of the subprime 

mortgage credit market for both the credit lenders and holders is not morally right, since it 

totally disobey the three categorical imperatives which are the fundamental indicator what is 

moral and immoral in the Kantian perspective. The immoral acts of both mortgage credit 

lenders and also the holders are the fundamental ethical causes of the mortgage crisis. For that 

reason, it is accurate to claim that the subprime mortgage crises was not only established  on 

immoral dynamics but also caused ethically immoral results, such as a global financial as the 

result of the immoral act of both lenders and the holders of the subprime mortgage credits. 

 

3. The Subprime Mortgage Crisis From The Utilitarian Perspective 

The Utilitarianism depends on the doctrine of “the greatest happiness of the greatest number.” 

According to this perspective, an act is morally right if and only if it produces the greatest 

happiness of the greatest number. In this perspective a standard unit of pleasure is called as 

pleasure, while a standard unit of pain is called as dolor. (Feldman, 1978).  

According to the utilitarianism, the greatest happiness of the greatest number  requires the 

agent to maximize two independent variables, utility and total number of number of people. 

(Feldman, 1978) The maximization of the utility also shows similarities between the 

maximization of utility in economic since both of them  are grounded on the maximization 

principle.   

 

3.1 Causes of the Subprime Mortgage Crisis from the Utilitarian Perspective 

Depending on Utilitarianism, it is difficult to claim that the causes of the subprime mortgage 

crisis completely since the nature of the utilitarianism generally necessitates the principles of  

the greatest happiness of the greatest number. For that reason, it will be  accurate to separate 
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the causes of the utilitarian before and after the crisis, because the dynamics which are seems 

as morally right until the mortgage crisis since it produces the greatest happiness of the 

greatest number.   

On the other hand, after the mortgage crisis this mechanism of the utilitarian perspective was 

reversed as the greatest pain of the greatest number. In other words, the fundamental causes of 

the mortgage crisis seem as morally right till the crisis, they become morally wrong as a result 

of the mortgage crisis. For instance, exaggerated value of homes formed a happiness of which 

happiness was bigger than the real value of the home. Moreover, the customers also 

exaggerate their income and assets to maximize their utility with the mortgage credit they 

receive. This maximization of the utility relying on the utilitarian perspective caused more 

hedons than dolor in the short run, since it formed a greater amount of pain and less happiness 

of the greatest number in the long run as a result of mortgage crisis. For that reason, it is 

accurate to claim that the main principle of the utilitarianism, “ the greatest happiness of the 

greatest number” in the short run was triggered the subprime mortgage crisis in the long run. 

 

3.1 Results of the Subprime Mortgage Crisis from the Utilitarian Perspective 

Relying on the principle of the “ the greatest happiness of the greatest number”, it is clear that 

the result of mortgage crisis was not morally right because of the destructive structure and the 

economic suffering that it formed. On the other hand the main problem is the utilitarian 

dynamic which seems to be moral until the crisis had started, and afterwards those so called 

moral acts of these dynamics transformed into immoral act depending on the negative results 

that they formed.    

 

4.  Conclusion 

In Conclusion , to analyze the causes of the subprime mortgage crisis in an ethical concern is 

not directly possible, it is clear that both the Kantian and the Utilitarian  perspective have 

different effects on the mortgage crisis. 

According to the Kantian perspective, immoral acts of the both lenders and the customers of 

the subprime mortgage credit rely on the basis of the crisis.  For the Kantian  perspective, the 

dynamic of the mortgage market was constructed on the unethical and immoral foundations 

which contradicts with the ideal moral ground of Kant. However the ethical rules the Kantian 

perspective formed are followed completely, there is still the possibility of immoral results 

depending on some alternative and unknown effects on the acts, since the ideal moral ground 
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that Kant created is not genuinely possible for the same act of  each agent.  Moreover,  it is 

accurate to claim that if the agents of the mortgage market acted morally depending on the 

moral scheme of Kant, the dynamics of the mortgage market would be resulted in a morally 

right way.   

On the other hand, utilitarian perspective is not ethically strict as the Kantian perspective in 

the analyze of the nature of the subprime mortgage crisis, since the mechanism of the 

utilitarian perspective and also the mortgage credit system depended on the same dynamic “ 

maximization of the utility”.  Even though the maximization of utility is ethically moral for 

the utilitarian perspective, according to the negative results of the mortgage crisis it is not 

possible to claim that the mechanism was moral depending on the less utility it formed 

globally. For that reason, it is accurate to claim that mechanism of the mortgage was moral in 

accordance with the principle of the maximization principle of the utility, even it caused 

immoral ground with the minimal utility it formed globally. 

As a result, if the subprime mortgage credit system was established on a Kantian moral 

perspective,  the possibility of the mortgage crisis and also the possible economic crisis which 

relies on immoral mechanism would be minimized, even  both application and the obedience 

to the Kantian ethical perspective completely is also seems very idealistic. On the other hand, 

maximization principle of both utilitarian and the free market system show similarities 

between them. For that reason, relying on the pragmatic nature of the financial systems from 

the utilitarian perspective, the future economic crisis will continue to exist in the long run, 

even it owns a moral structure depending on the principle of maximization of utility in the 

short run.  
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