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CHAPTER I 

INTRODUCTION 

In 1976 personnel of the Detroit Bank and Trust Company depicted 

the typical American wage earner as a person living from "hand-to-

mouth." According to their description he was a "38-year-old father of 

two who could not afford to die and who earns $500 less than he needs 

to live" (31:2). He had "a checking account that falls near zero every 

month and very little saved for his children's education or his 

retirement" (31:2). 

At a 1968 Texas state conference for homemaking teachers 

Dr. Onah Jacks, then Professor of Home Economics at Southwest Texas 

State University, said that economic problems exist for all income 

levels, and that concern for these problems "seems to be one of those 

persistent life situations" in which all people are subject to "pres

sures in the marketplace" (26:35). In the mid-1970s the Family Service 

Association of America (19) cited the principal financial problem of 

families as over-indebtedness. Many consumers are like children; they 

cannot resist the pressure to buy and frequently use credit to pay for 

purchases. Those who grant credit are partly to blame for the growing 

problems in the overuse of credit. Gordon and Lee (19) , authors of 

Economics for Consumers, have stated that some consumers are credit 

addicts. Aggressive salespeople and advertising slogans such as "No 



Money Down" and "Only $5 per Week" cause these credit addicts to buy 

and buy without considering total price, credit costs, and debt load. 

They have so little self-restraint that they succumb to credit purchases 

until seriously in debt. 

Dr. B. Joe Colwell (26), President of Texas Consumer Asso

ciation, has stated that when family economic activities are totaled 

they become of national concern because of a direct relationship with 

debt, interest rates, and inflation. As the use of credit goes up, so 

does the interest rate, which in turn contributes to inflation. 

Late in 1975 it was reported in the U. S. News and World Report 

that "the mountain of debt that has piled up in this county in recent 

years is beginning to cause trouble on all sides" (60:63). From 1965 to 

1974 consumer debt increased from $89.1 billion to $190.1 billion. By 

the end of April, 1975, consumer credit had declined to $184.3 billion, 

perhaps because of inflation (43). 

In 1959 the American Home Economics Association (AHEA) published 

New Directions, in which home economists were challenged to develop 

competencies by helping individuals and families "establish long-range 

goals for financial security . . . perhaps consumer goods and services 

appropriate to an overall consumption plan and wise use of economic 

resources" (1:9). In 1961 Agnes R. Olmstead (48) identified money 

management as one of the seven most frequently recognized responsibil

ities of the home economist to the family. Participants at the 1973 

Lake Placid Conference (54) and the New Directions II statement by the 

American Home Economics Association (2) in 1975 continued to stress the 

role of home economics in the area of money management. 



Need for Study 

The total number of bankruptcies in the United States and the 

percentage of these which were nonbusiness have been noted by the 

national government. According to House hearings of 1976 on the Bank

ruptcy Reform Act, the total "number of bankruptcies in the United 

States increased more than 1,000 per centum annually in the last 20 

years" (4:3). In 1948, the first year bankruptcy records were kept in 

the United States, there were 18,510 bankruptcy cases filed. The 

largest number of cases was recorded in 1975 with 254,484 cases, which 

represented a 34 per cent increase over 1974. The second highest 

number of cases was filed in 1976, with a total of 246,549 bankruptcy 

petitions filed (44). Nonbusiness banlcruptcies constituted the 

majority of the cases filed during the years 1966 through 1976. In 

1967 nonbusiness bankruptcies in the United States made up 92 per cent 

of the total cases, but this percentage dropped to approximately 86 per 

cent in 1976. 

The number of bankruptcy cases filed in Texas has increased in 

a similar manner over the last decade. For example, in Texas the 

number of nonbusiness bankruptcies was seven times higher in 1976 than 

in 1966, and the number of Chapter XIII filings in 1976 amounted to 

fifteen times the number filed in 1966. Chapter XIII of the Bankruptcy 

Act is known as the Wage Earner Plan. The debts of the debtor are con

solidated, and a trustee, appointed by the court, makes arrangements 

with the creditors to pay off the debts over a period of time, usually 

three years. The debtor furnishes a predetermined sum of money for 



debt payments to be made by the trustee or under his supervision. When 

nonbusiness bankruptcies and Chapter XIII filings were combined, the 

increase in debt-distressed households was rather large in the years 

1966 through 1976. The increasing number of bankruptcy cases in the 

United States is further evidenced by the fact that "one citizen in 

five has been involved in a bankruptcy proceedings either as a creditor 

or a debtor, or is acquainted with someone who has become bankrupt" (4:1). 

Bankruptcy evolves from too much debt. In a 1977 report, 

Josephine H. Lawyer (32) , resource management specialist in the Home 

Economics Extension Service of the United States Department of Agriculture, 

noted that debt management was crucial because inflation had increased 

the cost of consumer goods and services 25 per cent in the last three 

years, from 1974 through 1976. Lawyer, who worked with adults through 

the Extension Service, stressed that money management courses for 

adults must be re-evaluated in the light of inflation, rising energy 

costs, increasing taxes, debt limits, and record keeping. 

In a 1975 study directed by Norvell Northcutt (47) at the 

University of Texas and entitled "Adult Functional Competency," basic 

competencies needed by the average adult in American society were 

assessed. Individuals in Northcutt's sample scored lowest in consumer 

education competencies. In a similar study funded by the National 

Assessment of Educational Process (42), it was reported that only one-

third of the adults in the United States were proficient in consumer 

economics. Teenagers and young people in their early twenties were 

less adept in consumer economics than were their parents. 



Yankelovich, Skelly, and White (62) reported as a result of a 

1975 study for General Mills that over half of the American families 

argued over money. Many respondents indicated that their family 

financial status was so bad that the family no longer made any attempt 

to discuss money matters. 

Statement of the Problem 

Money management has been identified as a problem nationwide, 

and home economists have been challenged by AHEA (2), Churaman (15), 

and Lawyer (32) in this area. According to Yankelovich (62), this 

challenge appears not to have been met. As a result, the study was 

designed to address the need for adult education in money management. 

The specific problem chosen was to study nonbusiness bankruptcies in 

Texas in order to gain empirical information about debt-distressed 

households, so that meaningful recommendations could be made con

cerning content and curriculum design in the area of money management 

for adult learners. To determine curriculum content, an accurate 

picture was needed of households in financial trouble. In order to 

gain insight into what has happened and what is happening to debt-

distressed households, interviews with Texas bankruptcy judges and 

data from nonbusiness bankruptcy petitions closed during the years 

1966 through 1976 were used. 

Purposes of the Study 

The major purposes of the study were to develop (1) an interview 

schedule for gathering information about bankrupts from bankruptcy 



judges, (2) an instrument for collecting data concerning bankrupts from 

bankruptcy petitions, and (3) recommendations for planning adult educa

tion in money management. From the petitions and interviews, information 

was gained concerning trends in nonbusiness bankruptcies in Texas, 

annual profiles and financial assets of bankrupts, background factors 

leading to bankruptcy, and factors which precipitated the filing for 

bankruptcy. Specific information gained included these items: occu

pation, employment status, income, record keeping, prior bankruptcy, 

amount owed to creditors, secured debts, unsecured debts, volume of 

assets, mobility, age, sex, education, and marital status. Recommen

dations for adult education programs could perhaps include information 

related to types of financial records and their use, kinds of assets, 

nature of loans (secured or unsecured), sources of credit, legal 

aspects of credit, and the amount of credit a household can handle. 

Hypotheses 

The following six null hypotheses were established to meet the 

purposes of the study: 

1. There are no significant differences among households 

declaring nonbusiness bankruptcy in each of the calendar years 1966 

through 1976 as characterized by the following selected demographic 

variables: 

a) incidence of employment 

b) incidence of record keeping 

c) incidence of prior bankruptcy 

d) party to any legal action (suits and attachments) 
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e) number of creditors owed 

f) amount of debts owed to various types of creditors 

g) amount of assets in different categories 

h) month of filing 

i) mobility 

2. There are no significant differences in the debt-asset 

ratio among the households declaring nonbusiness bankruptcy in each of 

the calendar years 1966 through 1976. 

3. There are no significant differences among the total 

incomes of households in the year preceding the filing of nonbusiness 

bankruptcy in each of the calendar years 1966 through 1976. 

4. There are no significant differences among the total 

incomes of households in the second year previous to the filings of 

nonbusiness bankruptcy in each of the calendar years 1966 through 1976. 

5. There are no significant differences among the gross values 

of exempt property of households declaring nonbusiness bankruptcy in 

each of the calendar years 1966 through 1976. 

6. There are no significant differences among the occupations 

of households filing nonbusiness bankruptcy in each of the calendar 

years 1966 through 1976. 

Assumptions 

The research was based on the following assumptions: (1) that 

bankruptcy petitions will reveal significant information about money 

management of bankrupts; (2) that bankruptcy judges can recall per

tinent information about bankrupts in their jurisdictions; (3) that the 



8 

bankruptcy population in towns in which bankruptcy judges reside is 

characteristic of the general bankruptcy population in Texas; and 

(4) that education is more meaningful when developed to meet the needs 

of the population. 

Scope and Limitations 

The study was restricted to nonbusiness bankruptcies filed and 

closed in Texas during the calendar years of 1966 through 1976. The 

sample was drawn from the closed nonbusiness bankruptcy cases in Texas 

during those years. Interviews with bankruptcy judges of Texas were 

used to supplement and interpret findings from the data on the bank

ruptcy petitions. 

Definitions of Terms 

For the study, the following terms and their definitions were 

used: 

Bankruptcy - discharge of debts by legal procedure provided for 

in the Federal Bankruptcy Act. 

Nonbusiness Bankruptcy - discharge of the debts of a household, 

not engaged in business, by legal procedure set forth in the Federal 

Bankruptcy Act. 

Wage Earner Plan or Chapter XIII - legal consolidation of debt 

by which a trustee, appointed by the court, takes charge of the debts 

and pays them off with a fixed amount of money furnished by the debtor 

over a period of approximately three years. 

Bankrupt - individual or household filing for bankruptcy. 



Bankruptcy Petition - official document filed by the bankrupt 

in federal court; hereafter referred to as petition. 

Bankruptcy Petitioner - person filing for bankruptcy; hereafter 

referred to as petitioner. 

Debtor - one who owes money for goods, services, or money 

received. 

Debt - legal obligation to pay for or to return something. 

Credit - receipt of goods, services, or money based on a 

promise to pay out of future income. 

Secured Debt - a debt for which repayment is guaranteed by 

goods, other collateral of the debtor, or a cosigner. 

Unsecured Debt - a debt for which repayment is not guaranteed 

by goods, other collateral of the debtor, or a cosigner. 

Garnishment - form of property execution to obtain the property 

of debtor that is in the keeping of a third party. Most often, gar

nishment refers to attachment of a debtor's wage and may be termed 

"wage deduction" or "income execution." 

Stay-laws - state laws which prevent or delay confiscation of 

a debtor's property. Not only is certain property exempt, but the 

debtor's property is protected from forced sales, usually from six to 

twelve months, to enable the debtor to sell his property and pay his 

debts without having his property sacrificed. 

Calendar Year - January 1 through December 31. This study used 

a calendar year as a time basis. 

Fiscal Year - July 1 through June 30 of the next year. The 
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United States government used this time basis (until 1976) to denote 

one year. Bankruptcy statistics are reported by fiscal year. 

Federal Records Center - a federal facility, located in Fort 

Worth, Texas, in which government documents and records, including 

closed nonbusiness petitions from Region V, are filed and stored. 

Response Analysis Form - a form developed by the researcher to 

collect data from nonbusiness bankruptcy petitions in Texas. 

Interview Schedule - a series of questions developed by the 

researcher to elicit pertinent information about Texas bankrupts from 

bankruptcy judges of Texas. 

Adult Education - educational activities for adults outside 

the higher educational realm, primarily for the purpose of helping indi

viduals reach a certain educational level. 

Continuing Education - educational activities for adults within 

the realm of colleges and universities, primarily for the purpose of 

building on existing skills and knowledge. 



CHAPTER II 

REVIEW OF LITERATURE 

The study was concerned with integrating two major areas of 

adult education and money management. Therefore, literature relating 

to these topics was explored, with specific attention given to studies 

concerning nonbusiness bankruptcies. First, literature concerning 

adult education was reviewed. This was followed by an examination of 

developments within the consumer area. Finally, literature, mostly 

research, relating to nonbusiness bankruptcies was reported. 

Adult Education 

Trends in Adult Education 

Wayne Schroeder (54) has pointed out that the concept of formal 

adult education is not new in the United States. It dates back to the 

seventeenth and eighteenth centuries, when the emphasis was primarily 

on teaching adults to read in order that they could have salvation 

through the Holy Scriptures. The acceleration of interest in adult 

education began shortly after World War I, with the greatest emphasis 

occurring after World War II. 

Schroeder further stated that "adult education" is a general 

term denoting any education offered for adults. Generally, it has 

involved basic adult education (grades 1-8), standard evening high 

school (grades 9-12), general equivalency diploma (GED), and English 

11 
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as a second language. "Continuing education" is a newer term than adult 

education. It has usually meant education under the auspices of higher 

education, planned primarily for the purpose of building on present 

skills and knowledge. Liverwright (33) has advanced the idea that the 

term "continuing education" will replace that of "adult education." 

Regardless of the term used, education for adults appears to be a pre

dominant trend for the remainder of the twentieth century. 

Title I of the Higher Education Act of 1965 (54) concerned 

community service. The Higher Educational Amendments of 1976 (27) 

divided Title I into two parts. The purpose of Title lA was to support 

the expansion of continuing education in institutions of higher educa

tion, while Title IB was "for the purpose of planning, assessing, and 

coordinating projects related to lifelong learning" (27:2). Among the 

types of education included under lifelong learning were adult basic 

education, continuing education, business education, and special 

educational programs for groups or individuals with special needs. 

James Grote (21) noted in 1975 that participants in adult 

education include adults of all ages, who differ from college students 

in that they do not view their primary occupation as that of a student. 

Edgar Boone (8) has pointed out these adults usually are not interested 

in receiving credit for the courses they take. Grote (21) further 

stated that their primary interest is in updating their knowledge or 

skills in order to function more effectively in society. 

Much of the current literature reviewed in adult education was 

concerned with future direction. Edgar Boone (8), Floyd Fisher (18), 

Samuel Gould (20), James Grote (21), Malcolm Knowles (29), Norman 
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Kurland (30) and others have stressed that the focus of all education 

needs to be changed. Albert Quie (51) and Alvin Toffler (58) have 

accused the present educational system of preparing individuals to 

function in a society that will be dead before they are. All the pre

viously mentioned educators and others have agreed that instead of 

education preparing one for adult life, it should be integrated 

throughout one's life. 

In a 1976 summary discussion of a Lifelong Learning Bill intro

duced in the Senate by Walter F. Mondale, it was stressed that today 

is a "unique time for the advancement of lifelong learning" (38:42). 

Albert Quie (51) has stated that our educational system needs to shift 

the emphasis from the three Rs to the three Ls—Life Long Learning. 

Alvin Toffler (58) has noted that the educational system should provide 

opportunities for individuals to "plug in/plug out" as needed throughout 

life. Within the lifelong learning process, according to Toffler, the 

emphasis should be on teaching individuals how to adapt to new and 

changing situations. 

Eileen Elliott Quigley, in the 1974 edition of Introduction to 

Home Economics, pointed out that the focus of home economics has always 

been on the family. When the American Home Economics Association was 

founded in 1909, it was stated that the purpose of home economics was 

". . .to improve the conditions of living in the home . . . " (52:9). 

In the 1968 McGrath Report (34), entitled "The Changing Mission 

of Home Economics," it was reaffirmed that family service remains the 

integrative part of home economics. Quigley (52) has pointed out that. 
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while the mission of home economics has remained relatively constant, 

clientele, methods, and scope have been updated in order to stay abreast 

of changing social, economic, and educational developments in American 

life. In the McGrath Report it was recommended that "knowledge within 

home economics must be made available in more ways to more people" (34:85) 

The Smith-Lever Act of 1914 (52) provided rural areas with home 

economics through the Cooperative Extension Service. This act was spe

cifically concerned with education for adults not attending college. 

The Smith-Hughes Act of 1917 (52) provided for vocational homemaking 

education at the secondary level. 

The Vocational Act of 1963 (52) provided for learning in wage 

earning so as to prepare people for marketable skills in any occupa

tional field not requiring a baccalaureate degree. The program "may 

be conducted in comprehensive or specialized high schools, area 

vocational schools, junior and community colleges, or universities 

that offer terminal vocational programs" (52:38). The 1968 amendments 

to this act resulted in a name change in homemaking programs at the 

secondary level. "Vocational Homemaking Education" became "Consumer 

and Homemaking Education" (52:41). Such a change is significant in 

that legislators officially recognized that the family system of the 

United States had shifted from a producing to a consuming economy, and 

that families need to know how to become wise consumers. Consumer 

education has now become an integral part of homemaking education at 

the secondary level in Texas in that one semester of consumer education 

must be taught each year. The course is an elective, however, and 

therefore is not required of any student. 
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If the role of education is to provide knowledge and skills to 

help adults function efficiently and without too much stress in a 

rapidly changing society, educators have stated that it will be 

necessary for education of the future to focus on learning that extends 

over a lifetime. Since the American culture is a credit society and a 

consuming society, knowledge of money management is of utmost importance 

Adult Education and Money Management 

Data presented in a 1975 Senate hearing (5) indicated that 

families frequently become financially overburdened as young married 

couples. Family expenses increase and income drops drastically when a 

woman quits her job to have a family. It was emphasized that the 

problem was not one of chronic insolvency but a one-time economic 

collapse. The importance to the American economy that these families 

have an honorable system by which they can be protected from creditor 

harassment was noted. 

Recommendations were made in these Senate hearings that changes 

be made in consumer laws s o that young families in financial distress 

could maintain their "dignity and integrity." Another suggestion, 

relative to the discharge of debts through the Bankruptcy Act, was that 

"Congress should minimize the stigma attached to these proceedings and 

afford these families meaningful discharge relief and rehabilitation 

at a reasonable cost" (5:93). The high cost of legal services and how 

they might be minimized were considered, as was education in money 

management. No conclusion was reached as to whether these responsi

bilities belonged in the government or in the private sector. 
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George Ritner (4), a lawyer from San Diego, California, tes

tified in the 1976 House hearings against the government's becoming 

involved in financial counseling on the basis of the bureaucracy that 

such a program would create. As an alternative, Ritner suggested that 

the "focus should be at the school level, where there is more time and 

greater willingness to explore and absorb information relating to the 

totality of consumer affairs and economics" (4:1266). In addition, 

Ritner suggested that community resources presently offering social 

and budget counseling be more fully utilized before the United States 

government entered the field. 

Representatives from three national consumer credit associa

tions testified in the 1975 and 1976 hearings before the House and/or 

Senate concerning bankruptcy reforms. These organizations were Credit 

Union National Association, Inc. (CUNA), National Credit Foundation 

Association (NFCA), and National Foundation of Consumer Credit (NFCC). 

CUNA, the national association of credit unions, is oriented more 

toward the business community than toward consumers. In the House 

hearings of 1976 (4), CUNA approved mandatory counseling by the Bank

ruptcy Administration or an appropriate agency that would be operative 

in the community and approved by the Bankruptcy Administration. 

The National Credit Foundation Association (NCFA) is also 

business-oriented, as it is a national trade association of companies 

engaged in consumer credit businesses. NFCA sent a forum of lawyers 

to the House hearings in 1976. These lawyers, who represented every 

state, the District of Columbia, and Puerto Rico, had been substantially 
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involved in representing the consumer finance industry in litigation 

with debtors (4). The forum of lawyers argued that since the Bankruptcy 

Act was a federal law, stay-laws and garnishment laws should not vary 

from state to state. The lawyers gave the high mobility rate of the 

United States population as the underlying reason for their recommen

dation. Stay-laws do vary a great deal from state to state. Texas and 

Pennsylvania are the only two states that do not allow wage garnish

ment (12). The lawyers recommended that consumer financial counseling 

be made available to people who have problems managing their finances 

and suddenly find themselves with more debt than they can manage. 

However, the lawyers were adamant that no financial counseling should 

concern the "type of debtor relief that is available" (4:1362). 

The National Foundation of Consumer Credit (NFCC) was the only 

consumer-oriented association which had representatives who testified 

in either the 1975 or the 1976 hearings on bankruptcy reform. Dr. J. 

Robert Gibson, President of NFCC, testified in the 1975 Senate hearings 

that in 1974 there were 168 consumer credit offices providing coun

seling to debt-distressed families. The primary obligation of the 

Foundation was "to those individuals and families who wish to honor 

their contractual obligations and stabilize their financial affairs, 

because bankruptcy is not a solution without education" (5:41). 

Through its counseling services to 142,000 families, NFCC was able to 

return about $88 million to the American economy in 1974. Debt 

liquidation programs were developed for 56,000 of these families. Of 

the 86,000 families not placed in debt liquidation programs, 
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approximately ten per cent were referred to legal counsel, who recom

mended personal bankruptcy. The other families were able, through the 

counseling of the foundation, to handle their own financial affairs and 

to meet contractual obligations (5). 

Dr. Gibson identified the following as valuable objectives of a 

debt counseling program for a local community: 

1. Reduce the number of individuals and families who resort to 
bankruptcy by providing sound alternative programs. 

2. Minimize garnishment and assignment of wages and salaries. 
3. Assist individuals and families in credit difficulties to 

rechart their financial program, return their accounts to 
current status, prevent loss of credit standing, restore self-
reliance, confidence, and family well-being, at the same time 
strengthening the economic fabric of the community. 

4. Minimize absenteeism from work, decrease industrial accidents 
and possible loss of job, at the same time increase the self-
respect of the wage earner. 

5. Educate the consumer in the intelligent use of credit, 
including cooperation with the local school system. (5:249) 

In 1977 Charlotte V. Churaman (15), Assistant Professor of 

Family and Community Development at the University of Maryland and 

Chairman of the Financial Counseling Internship of the American Home 

Economics Association, reported on family counseling as part of a 

military outreach program. Churaman recommended that home economists 

become involved in financial counseling when she wrote, "Home econo

mists with a specialization in family economics are in a position to 

help families with financial problems" (15:8). 

Susan Matsen (35) found that nonbusiness bankruptcy petitioners 

thought they could have avoided bankruptcy had better money management 

been used. Nelson (46) in a study of nonbusiness bankruptcy noted that 

knowledge of money management was positively correlated with education. 
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The higher the educational level, the greater the knowledge of money 

management. The most frequent source of this knowledge was high school 

classes. Neal (45) expressed the opinion that money education is the 

blind spot in our educational system, and that debt counseling is an 

important specialty in our culture. Sullivan (57) compared financial 

problems to medical ills, noting that early detection makes the remedy 

hurt less and the cure last longer. 

Dolphin (16) in his investigation of bankruptcy found financial 

counseling to be almost nonexistent for the person facing bankruptcy or 

already involved in bankruptcy proceedings. Hughes (25) compared non

business bankruptcies in six Montana cities, three with consumer 

counseling services and three without. She found no significant 

difference in the bankruptcy rates in the cities with and without the 

consumer counseling services. However, most of the bankrupts were 

unaware of these services. 

John Roberto (4), a California lawyer, recommended in the 1976 

House hearings that counseling in money management be provided for the 

financially distressed who are not able to hire an attorney. Roberto 

pointed out that Legal Aid Societies do not have the time or the 

interest to provide this service. Consequently, the responsibility 

becomes a community one. 

Data from Misback's study (37) indicated that bankruptcy 

without consumer education does not provide any permanent solution to 

financial stress. Misback found that 80 per cent of the bankrupts in 

his sample were in financial trouble, as evidenced by repossessions. 
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suits, and charge-offs within seven years of the first filing for bank- C 
' i 

ruptcy. Robert 0. Herrmann of the Department of Agricultural Economics ̂  

and Rural Sociology of the Pennsylvania State University, recorrtnended .. Cu^ 

"research on all aspects of family financial problems" (23:329), for 

the purpose of planning counseling in the area of money management so 
< — V.O...' 

as to help families. Herrmann (23) agreed with Caplovitz in his state

ment that the "problems of low-income families are aggravated by poor 

financial management" (13:330). The findings in Yeager's study (63) 

corroborated Misback's findings (37) of poor money management after 

bankruptcy- The bankrupts in Yeager's study failed to make effective 

use of their fresh financial start after bankruptcy and in a few years 

were again having financial difficulties. 

Trends in Consumerism 

In 1976 there were 215 million consumers in the United States. 

Being a consumer, according to Gordon and Lee, is a status shared by 

all "from the moment of conception until after death" (19:9). Since 

the 1960s, there has been an upsurge in the amount of material found 

in lay and professional literature relating to consumer economics. 

Sylvia Porter and Ralph Nader are both well-known columnists who write 

about consumerism. Nader has been a forerunner in the consumer move

ment. A 1976 survey of 1,400 Americans undertaken by U. S. News and 

World Report (61) listed Nader as one of the ten most influential 

persons in the United States. Money Book, by Sylvia Porter (49), was 

well received by the public as a source of information concerning how 

to manage money- Both Nader and Porter are in demand as speakers on 
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consumer programs and in workshops sponsored by social and professional 

organizations. 

"Consumerism" is a relatively new word. It was coined in the 

mid-sixties by the business community as a 

. . . term of derision used to encompass all the activities of the 
growing number of consumer advocates, both inside and outside the 
government, who were questioning the inadequacies of the market
place and the reluctance of business to respond favorably to 
consumer needs and demands. (19:7-8) 

In 1969 President Nixon (19) said that consumerism was a healthy 

movement and was here to stay. Virginia Knauer, Special Assistant to 

the President for Consumer Affairs, defined consumerism as 

. . . nothing more and nothing less than a challenge to business 
to live up to its fullest potential—to give consumers what is 
promised, to be honest, to give people a product that will work 
and that is reasonably safe, to respond effectively to legitimate 
complaints, to provide information concerning the relevant quality 
characteristics of a product, to take into consideration the 
ecological and environmental ramifications of a company decision, 
and to return to the basic principle upon which so much of our 
nation's business was structured—satisfaction guaranteed or your 
money back. (19:8) 

The recognition of the consumer movement by President Kennedy 

in the early 1960s resulted in the first presidential message delivered 

to Congress which was concerned only with the consumer. In this 

message, President Kennedy (19) outlined four consumer rights: (1) the 

right to safety; (2) the right to be informed; (3) the right to choose; 

and (4) the right to be heard. President Johnson (19) reaffirmed these 

rights; President Nixon (19) added the right to register dissatisfaction 

and to have complaints considered. President Ford (19) noted that con

sumers also have the right to consumer education. In addition, all 

presidents since Kennedy (Johnson, Nixon, Ford, and Carter) have had 
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an Adviser on Consumer Affairs as part of their staff. During this time 

period. Congress has reacted rather favorably to consumer needs by 

passing several important items of consiamer legislation which concern 

credit. Important legislation passed included the following: Consumer 

Protection Act or Truth in Lending, Fair Credit Reporting Act, Fair 

Credit Billing Act, and Equal Credit Opportunity Act (19). 

Colleges and universities across the United States have recog

nized the interest in consumerism and have added courses in consumer 

economics. Some home economics departments have added a concentration 

or major in family economics. 

Creditors and some economists have argued that consumers are 

sovereign, in that they determine the production of goods and services. 

Bauer and Greyser, Harvard Business School economists, disagreed when 

they stated that "given the complexity of many modern buying decisions, 

the marketer would like the consumer to be guided by manufacturer 

integrity and brand reputation, enhanced by advertising" (6:386). 

George Katona (28), of the University of Michigan, was of the opinion 

that consumers are not sovereign, but said they were neither puppet nor 

pawn. Katona described the consumer as one who is sensible and dis

criminating, who seeks information and tries to understand it. Katona 

admitted that consumers do act impulsively, but denied that they are 

irrational. Economist Charles K. Raymond (53) pointed out that no 

model consumer exists. Economists Myers and Reynolds admit that the 

consumer is vulnerable and that "his powers of rationality often fail 

him, and he often becomes confused" (40:1). 
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One result of the consumer not being sovereign in the market

place is the relationship of the creditor and the debtor. In the 

foreword to Caplovitz's book. Consumers in Trouble, Senator William 

Proxmire (12) wrote that the legal system of the United States favors 

the creditor over the debtor. The courts frequently act as a collection 

agency for the creditor, and the consumer does not get a fair hearing. 

Roger Leroy Miller (36), author of the 1975 college text Economic Issues 

for Consumers, noted that debt has been a problem in the United States 

since Colonial times. In 1786 there were three times as many people in 

prison in Concord, Massachusetts, for debt as for all other crimes. In 

some other cities, the ratio was as high as twenty to one for debt-

related crimes. 

According to Hillei Black in his book on credit, it was noted 

that young married couples appear to have an attitude toward debt dif

ferent from that of their parents or grandparents, in that they are 

more inclined to want to "buy now and pay later" (7:1). James N. 

Morgan (39), Professor of Economics at the University of Michigan, 

noted at a national workshop on consumer credit sponsored by the 

American Home Economics Association in 1967, that the attitude toward 

borrowing and toward debt had been developing over the years. Credit 

and debt have become an American way of life, probably as a result of 

increasing affluence. Morgan stated that credit is a middle-income 

phenomenon, as evidenced by the fact that people of low income rarely 

use credit. Morgan was unsure of the causes but advanced two proba

bilities: (]) the determination of low-income people not to get into 
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debt; and/or (2) the unwillingness of businesses to extend credit to 

low-income consumers. 

The growth of consumer credit is illustrated by the fact that 

at the end of 1976 consumer credit totaled $164 billion (17) as com

pared to $90.3 billion in 1965 (59). In the Federal Reserve Bulletin 

of 1976 (17), consumer debt was divided as follows: automobile loans, 

$55 billion; mobile homes, $12 billion; revolving credit, $12 billion; 

home repair and modernization loans, $8 billion; and all other loans, 

$77 billion. 

Bankruptcies 

In 1948, the first year during which bankruptcy records were 

kept, there were 18,510 bankruptcy cases filed in the United States. 

The number of bankruptcy cases filed each year from 1966 through 1976 

and the percentages of change are given in Table 1 (3). The largest 

number of bankruptcy cases in the United States was recorded in 1975, 

with 254,484 cases. The second highest number was 246,549 cases in 

1976. 

A relationship has existed between the number of bankruptcies 

filed and the state of the economy- Periods of recession have been 

associated with an increase in the number of bankruptcy filings, 

whereas periods of recovery have been associated with a decrease in 

bankruptcy cases. This correlation is shown in Table 1 (3). 
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UNITED STATES BANKRUPTCY CASES FILED 

Fiscal 
Year* 

1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 

Number 

192,354 
208,329 
197,811 
184,930 
194,399 
201,352 
182,869 
173,197 
189,513 
254,484 
246,549 

Numerical 
Increase (+) Or 
Decrease (-) 

+12,031 
+15,975 
-10,518 
-12,881 
+ 9,469 
+ 6,953 
-18,483 
- 9,672 
+16,316 
+64,971 
- 7,935 

Rate Of 
Change 

+ 6.7% 
+ 8.3% 
- 5.0% 
- 6.5% 
+ 5.1% 
+ 3.6% 
- 9.2% 
- 5.3% 
+ 9.4% 
+34.3% 
- 3.1% 

Economic 
Conditions 

Recovery & 
Vietnam War 

Recession 

Recovery 

Recession 

Recovery 

*Fiscal years, which begin on July 1 prior to and end with June 30 
of the year named. 

Nonbusiness bankruptcies constituted the majority of the cases 

filed during the years 1966 through 1976 (3). In 1967 nonbusiness 

bankruptcies constituted 92 per cent of the total cases, but this per

centage dropped to approximately 86 per cent of the cases in 1976. 

Numbers and percentages of nonbusiness bankruptcy filings by years are 

presented in Table 2 (3). 

During the years 1966 through 1976, fiscal year 1967 and fiscal 

year 1975 stand out as having the greatest increase, with regard to 

both percentage and number of nonbusiness bankruptcies. The number of 

such bankruptcies in Texas during the years 1966 through 1976 increased 

more than 700 per cent. Filings for nonbusiness bankruptcy in Texas 

totaled 426 in 1966 and 3,010 in 1976 (3). 
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TABLE 2 

BANKRUPTCY CASES : NONBUSINESS AND BUSINESS CASES 

Fiscal 
Year 

1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 

Non-
Business 

175,924 
191,729 
181,266 
169,500 
178,202 
182,249 
164,737 
155,707 
168,767 
224,354 
211,227 

Arch Troelstru] 

% of 
Total 

91.5 
92.0 
91.6 
91.7 
91.7 
90.5 
90.1 
89.9 
89.1 
88.2 
85.7 

p (59) in the 

Business 

16,430 
16,600 
16,545 
15,430 
16,197 
19,103 
18,132 
17,490 
20,746 
30,130 
35,322 

newest edition 

% of 
Total 

8.5 
8.0 
8.4 
8.3 
8.3 
9.5 
9.9 
10.1 
10.9 
11.8 
14.3 

of his book, 

Total 
Filings 

192,354 
208,329 
197,811 
184,930 
194,399 
201,352 
182,869 
173,197 
189,513 
254,484 
246,543 

The 

Consumer in American Society, reported that increase in the number of 

bankruptcies means one of two things: more families are becoming 

insolvent to the extent that liabilities exceed assets, or more 

insolvent families are choosing bankruptcy. Troelstrup further stated 

that the causes of increases in bankruptcy are the desire of people to 

keep up with the Joneses, excessively generous credit, mobility, and 

the spread of knowledge about bankruptcy as a solution. 

Demographic Characteristics of Bankrupts 

An increase in the number of bankruptcies, concern for the 

families involved, and the monetary loss to creditors resulted in an 

increase in studies of nonbusiness bankruptcies in the early and mid-

sixties. Dr. Hermann (23) surveyed four of these studies: (1) his 
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own, in Sacramento, California; (2) Dolphin's, in Flint, Michigan; 

(3) Brosky's, in Seattle; and (4) Myers', in Maryland. Findings from 

the four studies indicated that the bankrupts were young married men in 

their early or mid thirties with three children. These bankrupts were 

in blue-collar occupations, with incomes lower than those of the same 

occupational group. 

In 1968 Bernice Nelson (46) used a consumer credit test, per

sonal data questionnaire, and bankruptcy petitions to study bankrupts 

in Utah. The average bankrupt in the study was a married man, father 

of two or three children, and a high school graduate who was employed 

in a skilled or semi-skilled occupation at an annual income of $5,000. 

In 1975 Miller (36) noted that the overextended debtor was still with 

us. He was a reasonably well-off blue-collar worker and a compulsive 

buyer, with a salary of $900 per month. He had a wife and two or more 

children. 

In order to study trends in personal bankruptcies and to get a 

profile of the bankrupt, George Brunner (11) reviewed approximately 

8,000 nonbusiness bankruptcies which occurred between 1961 and 1965 in 

two federal districts in Ohio. Brunner found that a majority of non

business bankruptcies were filed by men, and that 75 per cent of those 

persons who filed were married. There were 4.9 persons in the average 

family of a bankrupt. Most of the bankrupts were employed in blue-

collar occupations when the bankruptcy petition was filed. Further 

findings indicated that bankrupts had less education and fewer skills 

than the general public, both of which factors restricted job 
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mobility. Wives of the majority of the bankrupts were not employed 

outside the home. 

Robert Dolphin, Jr., (16) studied the economic and personal 

factors which led to nonbusiness bankruptcies in Genesee County, 

Michigan. He found that most bankrupts were from young married families 

with a higher-than-average number of children. The husband worked as a 

manual laborer, and the wife was not employed outside the home. 

In 1971 the Brookings Institute published results of a compre

hensive study of nonbusiness bankruptcies conducted by Stanley and 

others (56). Six hundred and seven persons were interviewed in eight 

district courts, and 1,675 bankruptcies were abstracted. The average 

bankrupt was a male with three years of high school education. He had 

been married twelve years and tended to be in his thirties. 

Suzanne Matsen (35) studied the personal and family charac

teristics of families filing for personal bankruptcy in Oregon in 1966. 

Family size ranged from one to eight persons, with a median size of 

four. The median bankrupt in Matsen's study was a married male of 

twenty-eight and a semi-skilled worker with a twelfth-grade education. 

The median income of the bankrupts was $4,950, and the median debt 

load totaled $4,831. 

Anna Lea Carson (14) used a sample of the first 100 petitioners 

who filed for nonbusiness bankruptcy in a six-week period in 1968 in 

Knoxville, Tennessee, to determine selected characteristics of bank

rupts. She found the average bankrupt to be a male Caucasian, aged 

thirty-one to forty, and married with three or four dependent children 
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at home. He had an eighth-grade education, or less, and was employed 

in an unskilled job with an annual average income of $3,276. The 

bankrupt and his family lived in a rented house. The wife was not 

employed outside the home. 

In 1967, Siporin (55) investigated two groups of financially 

distressed people. One group consisted of twenty-eight bankrupt 

families in Kansas City who chose Chapter XIII, the Wage Earner Plan. 

The other group consisted of twenty-three debtors in New Orleans who 

chose straight bankruptcy. It was found that persons filing for 

straight bankruptcy were older than those who chose the Wage Earner 

Plan. Eighty-two per cent of those who filed straight bankruptcy and 

93 per cent of those who chose the Wage Earner Plan were blue-collar 

workers. The majority of the men in both groups were semi-skilled or 

unskilled. The men who chose the Wage Earner Plan tended to be more 

skilled and better educated than those who took bankruptcy-

In the 1975 Senate hearings on the Bankruptcy Reform Act, the 

profile of the average bankrupt was presented as follows: 

The average consumer bankrupt is a married male in his early 
thirties, with a family of four to five dependents, a blue-
collar job and a tenth grade education. His debt schedules usually 
indicate that his secured and unsecured obligations, exclusive of 
real estate mortgage payments, substantially exceed his annual 
income. (5:92) 

John Roberto (4), attorney in the School of Law, University of 

California at Davis, while testifying before the House hearings on the 

Bankruptcy Act Revision in March, 1976, reported on a study of seventy-

three debtors whom he counseled regarding bankruptcy in late 1975. 

About half of his sample had already decided to file for bankruptcy. 
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while the other half were trying to decide which filing would be most 

advantageous to them—straight bankruptcy or Chapter XIII, the Wage 

Earner Plan. 

Roberto (4) reported that 20 per cent of his counselees were 

married, 48 per cent were male, and 32 per cent were female. Of the 

female counselees who came in alone, the majority (56 per cent) were 

divorced or separated, while the majority of men were married (64 per 

cent). Roberto found that 80 per cent of the couples were in their 

twenties or thirties. Of the potential bankrupts, 34 per cent were 

unemployed or had been unemployed for most of the previous year. 

Twenty-eight per cent of the debtors earned less than $5,000 per year, 

26 per cent earned between $5,000 and $10,000, and 12 per cent earned 

over $10,000. 

Assets, Liabilities, and Number of Creditors 

In several studies of personal bankruptcies, assets, liabilities, 

and the number of creditors owed were examined. It was noted that the 

ratio of debts to income had been rising. Troelstrup (59) reported 

that the proportion of indebtedness to personal income increased from 

14 per cent in 1945 to 56 per cent in 1965. In mid-1972 the proportion 

was approximately 50 per cent. 

In the four previously mentioned bankruptcy studies surveyed 

by Herrmann (23), the median total liability ranged from $3,100 to 

$4,100, and the median number of creditors for the separate studies 

ranged from twelve to nineteen. There were more liabilities for 

unsecured than for secured debts. Almost all the bankrupts listed one 
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or more debts to financial institutions. In the Flint study by 

Dolphin (16), debt to financial institutions made up 47 per cent of 

the total debt. Ninety-five per cent of the bankrupts in the Sacramento 

study (22) who owed financial institutions had a median debt total of 

$1,625. The median amount of debt owed to small loan and sales finance 

companies was $875 in the Sacramento study (22) and $1,259 in the 

Seattle study (9). 

In 1968 Cynthia Hesterly (24) studied seventy-five debt cases 

in the legal files of the Clinic of the University of Tennessee College 

of Law, in order to analyze the number and types of debts. Counselors 

at the legal clinic advised one-fourth of the counselees to file personal 

bankruptcy. Sixty-eight per cent of the debtors owed money to financial 

creditors, 66 per cent owed medical debts, 50 per cent had retail debts, 

and 40 per cent owed some type of service debt. 

In the Matsen study (35), the greatest amount of debt, other 

than real estate, owed by the bankrupts was found to be associated with 

automobile loans. Medical expenses were second. In testimony before 

the House hearings on the Bankruptcy Reform Act, Roberto (4) reported 

that 72 per cent of the debtors in his study owed finance companies, 68 

per cent had delinquent charge card accounts, and 35 per cent had debts 

to a credit union. Among the 40 per cent who had debts for furniture 

and appliances, these liabilities constituted the greatest percentage 

of their indebtedness. 

Carson (14) reported that the median bankrupt had assets which 

totaled less than $500. The average debt owed creditors totaled over 



32 

$5,400. Three of the debts were secured, whereas fourteen were not. 

The average bankrupt in the Nelson study (46) had debts which totaled 

$7,218. Miller (36) found that indebtedness, exclusive of the 

mortgage, of the overextended debtor totaled $4,000 to $5,000. 

Precipitating Factors of Bankruptcy 

Many researchers have addressed the problem of factors which 

precipitated the filing for bankruptcy. Miller characterized the over

extended debtor as "an average American who bit by bit got into debt 

deep over his head" (36:11) and who declared personal bankruptcy when 

he started to drown. 

Data from the four bankruptcy studies surveyed by Herrmann (23) 

indicated that nonbusiness bankruptcy was precipitated by more than one 

factor: (1) decline of income; (2) unanticipated misfortunes; 

(3) marital problems, including divorce; and (4) total debt loads which 

had grown unmanageable. In three of the studies, the role of divorce 

in bankruptcy was investigated. Myers (41) found that less than 4 per 

cent of the bankrupt cases in Maryland were caused by divorce. In none 

of the studies reviewed was the divorce rate higher than that for the 

general public. In some cases, bankrupts were not able to pay child 

support and alimony payments resulting from divorce. Some bankrupts 

said they took bankruptcy to avoid paying off debts associated with 

community property—for example, furniture awarded to the wife in 

divorce proceedings. Of the bankrupts and their families, Herrmann 

has written: 
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Their youth and presumed subsequent lack of financial experience, 
the heavy expenses confronting families in the first stage of the 
family life cycle, and the burden of their rather large families 
on their relatively low incomes all appear to have increased the 
likelihood of financial difficulties. (23:326) 

In summary, Herrmann (23) stated that the principal cause of 

the bankrupts' financial problems leading to bankruptcy was a gradual 

process of debt accumulation. An important precipitator was debtors' 

failure to meet routine living expenses, such as rent and utilities, as 

they arose. Since the income of these bankrupts was inadequate for 

basic needs, committing themselves for too many installment payments 

had much to do with bankruptcy. Some of the bankrupts had fixed 

monthly installments other than rent, mortgage payments, and 30-day 

accounts which amounted to 40 per cent of their take-home pay. 

After studying nonbusiness bankruptcy, Carson (14) reported 

that the average bankrupt family had been under financial pressure for 

over two years, resulting primarily from debt overload and medical 

expenses. This was the petitioner's first bankruptcy, and before 

filing, an attempt had been made to work out payment plans with creditors, 

Hesterly (24) concluded that the financial problems of bankrupts 

were due mainly to managing their money poorly and trusting or misunder

standing a credit transaction. Stanley and others (56) supported the 

findings of Hesterly (24) in that bankrupts' problems were caused by 

poor money management including too many debts, unwise refinancing, and 

overspending. 

Siporin (55) also found that the primary cause of bankruptcy 

was poor financial management. He listed mounting indebtedness, large 
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families, lack of savings, and insufficient income as background causes. 

Accidents and emergencies-unexpected pregnancies, automobile accidents, 

breakdowns of equipment, fires, operations, and hospitalization~were 

given as immediate causes of bankruptcy. 

There are arguments pro and con as to whether garnishment was a 

precipitating force in causing debtors to decide to file for bankruptcy. 

In a study by George Brunn (10) in California, the researcher tried to 

establish a relationship between garnishment and bankruptcy, i.e., the 

harsher the garnishment rule, the higher the bankruptcy rate. Brunn 

was able to establish that California had both a harsh rule and a high 

bankruptcy rate; and that New York, with lenient garnishment laws, had 

a low rate, thereby denoting a positive relationship. On the other 

hand, Caplovitz's data (12) failed to substantiate a relationship 

between garnishment and bankruptcy. In the Caplovitz study on debtors 

in default in New York, Chicago, Detroit, and Philadelphia, the gar-

nisheed and the nongarnisheed had the same rates of nonbusiness 

bankruptcy. Caplovitz did find that "bankruptcy seems to be affected 

more by the amount of indebtedness than by garnishment" (12:275). 

Garnishment was listed as a predominant reason for bankruptcy 

in the studies by Dolphin (16), Matsen (35), and Nelson (46). Seventy-

five per cent of the bankrupts in Dolphin's sample claimed that 

garnishment was a precipitating factor in deciding to file for 

bankruptcy. Nelson (46) reported that the main reasons for nonbusiness 

bankruptcy were wage garnishment and the overuse of credit. Matsen (35) 

indicated that bankruptcy was precipitated by accumulation of debts 

over the years, wage garnishment, and unemployment. 
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In 1969 Preston (50) studied the rationale of petitioners 

filing for bankruptcy in the Denver, Colorado, area to see whether he 

could determine why they chose bankruptcy over the Wage Earner Plan 

(Chapter XIII). The petitioners listed, in order, these reasons for 

their financial problems: easy credit; unexpected medical expenses; 

temporary unemployment; divorce and family problems; debt obligations 

associated with parents' old age and death; poor money management; 

and immaturity. Prior to filing for bankruptcy, the most frequently 

attempted solution to financial problems was obtaining a debt consoli

dation loan, followed by pooling of debts, refinancing existing 

contracts, and seeking the counsel of creditors. The majority of the 

bankrupts had not heard of the Wage Earner Plan. Most bankrupts who 

were interviewed indicated embarrassment over filing for bankruptcy. 

However, two-thirds of the bankrupts indicated that they would file for 

bankruptcy again under similar conditions. A few petitioners reported 

adverse effects from having taken personal bankruptcy. These effects 

were related to employment opportunities. 

Preston (50) has blamed aggressive advertising and credit 

selling techniques as being partly responsible for many of the 

financial problems bankrupts found themselves facing. He credited 

attorneys with influencing some people to choose the Wage Earner Plan. 

Preston concluded that persons in his sample would have welcomed 

counseling in money management. 
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Summary 

Adult education which emphasizes lifelong learning appears to 

be the predominant trend in education for the twentieth century. Home 

economists have been involved in providing adult education through the 

public schools and the Extension Service. The availability of money-

management education and/or financial counseling has been shown to be 

almost nonexistent. When money-management services were available, 

many bankrupts were not aware of their existence. 

Consideration for the consumer began in the early sixties, 

evidenced by the increase in related lay and professional literature, 

the appointment of a special advisor on consumer affairs to the 

President, and successful consumer legislation. One outgrowth of the 

consumer movement has been the recognition of the effects that credit 

and debt have had on the economy and the American family. The inability 

to handle and use credit is evidenced by the increased number of non

business bankruptcies during the years 1966 through 1976. 

It was young families which went bankrupt. The typical 

bankrupt was a male in his early or mid thirties. He was under-

educated and had a larger-than-average family. He was employed in a 

blue-collar occupation, and his wife did not work outside the home. 

His liabilities generally exceeded his income, and any financial emer

gency was likely to cause him to file for nonbusiness bankruptcy. 

Governmental officials and researchers have agreed that money-

management education should be available to help people in financial 

difficulties. The consensus was that the responsibility for such 

education is a community rather than a governmental responsibility. 



CHAPTER III 

METHODS AND PROCEDURES 

The underlying purpose of the study was to gather information 

about nonbusiness bankrupts from which adult education programs could 

be planned. Such programs should help people manage their money so as 

to prevent nonbusiness bankruptcies. In order to obtain information 

about bankruptcy petitioners, bankruptcy judges from the four judicial 

districts in Texas were interviewed. In addition, a sample of non

business bankruptcy petitions filed and closed in Texas during the 

years 1966 through 1976 was examined to determine the trends which had 

occurred in Texas nonbusiness bankruptcy cases during these years. 

Research Design 

The following procedures were applied in the design of the 

study: 

1. identification of problem 

2. review of related literature 

3. delineation of population size and selection of sample 

4. development of research instruments 

5. collection of data 

6. statistical analyses of six null hypotheses and interpre-

tation of data. 

37 
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Hypotheses 

The six null hypotheses established to meet the purposes of 

the study were as follows: 

1. There are no significant differences among households 

declaring nonbusiness bankruptcy in each of the calendar years 1966 

through 1976 as characterized by the following selected demographic 

variables: 

incidence of employment 

incidence of record keeping 

incidence of prior bankruptcy 

party to any legal action (suits and attachments) 

number of creditors owed 

amount of debts owed to various types of creditors 

amount of assets in different categories 

month of filing 

mobility 

2. There are no significant differences in the debt-asset 

ratios among the households declaring nonbusiness bankruptcy in each 

of the calendar years 1966 through 1976. 

3. There are no significant differences among the total 

incomes of households in the year preceding the filing of nonbusiness 

bankruptcy in each of the calendar years 1966 through 1976. 

4. There are no significant differences among the total 

incomes of households in the second year previous to the filings of 

nonbusiness bankruptcy in each of the calendar years 1966 through 1976 
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5. There are no significant differences among the gross values 

of exempt property of households declaring nonbusiness bankruptcy in 

each of the calendar years 1966 through 1976. 

6. There are no significant differences among the occupations 

of households filing nonbusiness bankruptcy in each of the calendar 

years 1966 through 1976. 

Variables 

Independent and dependent variables were identified for the 

study, with filings of bankruptcy petitions in given calendar years 

being treated as the dependent variable. The following demographic 

data and selected characteristics of bankrupts taken from the petitions 

were considered to be independent variables: occupation, employment 

status, income, record keeping, prior bankruptcy, amount owed to 

creditors, secured debts, unsecured debts, value of assets, and 

mobility. Other independent variables as identified from the judges' 

interviews included age, sex, education, marital status, number of 

dependents, and ethnic group. 

Sample Selection 

Texas is composed of four federal judicial districts: Northern, 

Eastern, Southern, and Western. In the four districts there are ten 

bankruptcy judges distributed as follows: Northern District, one each 

in Fort Worth and Lubbock, and two in Dallas; Eastern District, one in 

Tyler; Southern District, three in Houston; Western District, two in 

San Antonio. Bankruptcy petitions may originate and be tried in the 
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places where bankruptcy judges are located, m addition, cases also 

may originate in these Texas towns: Abilene, San Angelo, Amarillo, 

Wichita Falls, Galveston, Laredo, Brownsville, Victoria, Corpus Christi, 

Beaumont, Sherman, Paris, Marshall, Texarkana, Austin, Waco, El Paso, 

Del Rio, and Pecos. An examination of the Annual Reports of the 

Director of the Administrative Office of the United States Courts from 

1966 through 1976 (3) showed that slightly over 24,000 bankruptcies of 

all types were commenced in Texas in the years 1966 through 1976. Of 

these, 91 per cent (almost 22,000) were nonbusiness bankruptcies. The 

highest percentage (42 per cent) was filed in the Northern District, 

while the lowest percentage (5 per cent) was filed in the Eastern 

District. Data showing the distribution of bankruptcies in Texas for 

the eleven-year period are reported in Table 3. 

Closed bankruptcy petitions are held in the United States 

District Clerk's Office of the cities in which they originate. They 

are transferred from time to time to the Federal Records Center in Fort 

Worth, Texas, for permanent storage. Bankruptcy records of Dallas, 

Texas, are transferred approximately every six months. Other Texas 

cities transfer less frequently, with some waiting three to seven years. 

Lubbock and Fort Worth had not transferred closed cases to the Federal 

Records Center since 1973. Tyler had not sent bankruptcy records since 

1970; Houston had not sent case records since 1971. San Antonio sent 

records in 1977 for the first time since 1971. It was estimated that 

46 per cent of the nonbusiness bankruptcies during the period of 1966 

through 1976 were stored at the Federal Records Center in Fort Worth, 

Texas, and that 54 per cent had not been transferred. 
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TABLE 3 

TEXAS BANKRUPTCY CASES BY DISTRICTS, 1966 THROUGH 1976 

YEAR 

1966 
19672 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
19763 

TOTAL 

% Of 
Total 

NORTHERN 

409 
506 
602 
571 
727 

1,163 
1,061 
1,070 
1,052 
1,434 
1,608 

10,203 

42% 

EASTERN 

48 
64 
79 
84 
95 
110 
133 
145 
166 
254 
268 

1,446 

5% 

SOUTHERN 

123 
167 
202 
190 
296 
427 
589 
697 
790 

1,140 
1,194 

5,815 

24% 

WESTERN 

227 
257 
286 
375 
388 
546 
572 
664 
764 

1,221 
1,342 

6,642 

28% 

TOTAL"'-

807 
994 

1,169 
1,220 
1,506 
2,246 
2,355 
2,576 
2,772 
4,049 
4,412 

24,106 

99% 

Voluntary and Involuntary Cases Commenced during the 
Fiscal Year Ending each June 30 

'Based on an Average of 1966 and 1968 Cases Commenced 

Based on a Doubling of Actual Cases Commenced During 
1st Half of 1976 

The Transmittal and Receipt Forms at the Federal Records Center 

show the source and number of closed cases transferred to the center 

for storage. In an examination of these forms the majority of bank

ruptcy cases was found to have originated in the cities that have bank

ruptcy judges. This fact, in addition to the size of Texas and the 

wide distribution of cities in which bankruptcy cases were heard, made 

it feasible to draw the sample from the Federal Records Center and the 

six cities with bankruptcy judges. In other words, all of the sample 
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came from the Texas cities of Fort Worth, Dallas, Lubbock, Tyler, 

Houston, and San Antonio, even though the closed petitions were stored 

in one of two places—the United States District Clerk's Office in the 

city of origination or the Federal Records Center, in Fort Worth. With 

the use of a random number table, one petition was pulled from every 

fifty petitions. The method accounted for two per cent of the population 

of closed petitions in these six cities in the years 1966 through 1976. 

Two per cent was considered to be an adequate sample and was chosen 

for the basis of the study based on convenience, total population, 

time, and financial considerations. The result was a sample of 283 

closed petitions, of which 181 were from the Federal Record Center, 15 

from San Antonio, 10 from Fort Worth, 21 from Dallas, 8 from Tyler, 43 

from Houston, and 5 from Lubbock. 

Instruments 

Interview Schedule 

A structured interview schedule for bankruptcy judges was 

developed consisting primarily of closed-ended questions. A copy of 

the interview schedule is included in Appendix B. The purpose of the 

interview was to elicit from bankruptcy judges pertinent information 

about Texas bankrupts that was not given on the petitions—such things 

as educational level, sex, marital status, number of dependents, age, 

and ethnicity. In addition, judges were also asked their opinions as 

to why bankrupts decided to file a petition for bankruptcy, perceived 

attitudes of petitioners toward filing, knowledge of money management 

held by the bankrupts, ways to curb the increasing volume of 
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bankruptcies, and the percentage of nonbusiness bankruptcies as com

pared to that of business bankruptcies. The desired information, 

outlined above, served as the basis for questions included in the 

interview schedule. In order to check the validity of the judges' 

perceptions about their clients, the following questions were included, 

for which the answers were available from data collected on the 

Response Analysis Form: 

1. What would you estimate the average income level of non

business bankruptcies to be (Question #8 on interview schedule)? 

2. What major types of occupations are represented most 

frequently by bankrupts (Question #9 on interview schedule)? 

3. What percentage of nonbusiness bankruptcies would you 

estimate have filed a prior bankruptcy petition (Question #11 on 

interview schedule)? 

Questions were structured to obtain current information con

cerning the bankrupts. Additional questions were asked to identify 

whether change had occured in the last eleven years, and if so, the 

types of changes. When no change was noted, the remainder of the 

question was omitted. An answer of "not sure" was provided in case 

the judge was unable to answer a question accurately. 

The interview schedule was submitted to a panel of experts from 

Texas Tech University faculty to establish content validity. The panel 

consisted of representatives from law, home economics education, home 

management and family economics, and continuing education. Based on 

suggestions of panel members, some questions were clarified and the 
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closed-ended responses were added. The interview schedule was not 

pre-tested because of the small number of bankruptcy judges in Texas. 

Response Analysis Foimi 

The Response Analysis Form was designed to record information 

from the bankruptcy petitions. The petition used in nonbusiness bank

ruptcy was revised in 1973. Titles and terminology used in the study 

conform to the revised form unless otherwise noted. Both the old and the 

revised forms of the bankiniptcy petitions have three general categories: 

(1) Statement of Affairs; (2) Schedule A—Statement of All Debts of the 

Bankrupt; and (3) Schedule B—Statement of All Property of the Bankrupt. 

The Statement of Affairs included information as to name, residence, 

occupation, income, bank and savings accounts, identification of 

property transferred to others or held for others, legal action against 

the petitioners, and payments to attorneys. Petitioner's occupation was 

classified according to census data classification. 

On the revised Schedule A liabilities were classified according 

to three types: (1) debts having priority; (2) secured debts; and 

(3) unsecured debts without priority. The old form had two additional 

categories for debts. 

Schedule B of the new bankruptcy petitions were very similar 

to that of the old petitions, but assets were categorized somewhat dif

ferently in the two forms. To compensate for this difference, the 

Response Analysis Form had two different pages for recording personal 

property—one page for the old form and one for the revised form. 

Personal property information from these two pages was divided into 
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three broad categories. After the value of the household goods was 

deducted, the remainder was divided into liquid and non-liquid assets. 

The null hypotheses were used as the basis for coding on the 

Response Analysis Form. The order of coding the information from the 

bankruptcy petitions was determined by the way in which the information 

appeared on the bankruptcy petitions. Since two different forms of 

bankruptcy petitions were used in the time period from 1966 through 

1976, two Response Analysis Forms, different but comparable in content, 

were devised in order to facilitate the coding of the information. 

Both forms are presented in Appendix C. 

Both Response Analysis Forms consisted of three basic parts. 

The first part included (1) general information found in the Statement 

of Affairs, (2) payments to attorneys, (3) number of creditors owed, 

and (4) the total amount of debts to creditors having priority. Part 

two categorized the debts of the bankrupt into seventeen different 

categories. The final section summarized all debts and assets of the 

bankrupt. 

Space for coding information was provided on the left hand side 

of the Response Analysis Forms for ease of key punching onto computer 

cards. A minus one was the code for any information requested on the 

petition but not answered. 

The Response Analysis Forms were submitted to the same panel 

of experts that determined content validity for the interview schedule. 

Based on panel members' suggestions, a section was added to the 

Response Analysis Forms to categorize the debts listed on the petitions 
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The researcher and one helper spent an eight-hour day at the 

Federal Records Center in Fort Worth, Texas, during January, 1977, 

inquiring as to how and when closed nonbusiness petitions were received 

and filed, examining closed nonbusiness bankruptcy petitions, and 

testing the Response Analysis Forms, using twenty nonbusiness bank

ruptcy petitons in a pilot study. As a result of the pilot study, two 

items were added to the Response Analysis Forms relative to the Statement 

of Affairs. One item concerned employment status, and the other the 

keeping of records within the two years preceding the filing for bank

ruptcy. One item, marital status, was deleted, as this information 

was not requested on the nonbusiness bankruptcy petition and sometimes 

could not be inferred. Marital status information was included in the 

judge's interview schedule. 

Data Collection 

Interviews with Judges 

During the preliminary stages of the research in February, 1977, 

all ten bankruptcy judges in Texas were contacted by letter, informing 

them of the study and asking for an interview during the months of 

March or April, 1977. A copy of the letter is included in Appendix A. 

Originally, only those bankruptcy judges with ten or more years of 

experience were to be interviewed. Responses from the initial letters 

indicated that only two judges in Texas had held the position for that 

long. Therefore, the decision was made to interview judges who had 

held their position for at least one year. Based on this preliminary 
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contact, a sample of seven bankruptcy judges was chosen. All four 

Texas judicial districts were represented. 

After the introductory letter was sent in February, 1977, 

follow-up telephone conversations with the seven judges confirmed an 

appointment. The majority of the interviews with the judges coincided 

with the sampling of the petitions in that city. 

The interviewing was conducted by the researcher during March 

and April, 1977, using a strxictured interview schedule consisting pri

marily of closed-ended questions. Standard directions were read to all 

judges prior to the interview. The judges were given a copy of the 

questions to read as the interviewer read them aloud. Recording of 

answers was done by the interviewer. 

The interviews were conducted by the researcher in the judges' 

offices. When applicable during the interview, additional questions 

were asked to clarify responses. If a judge had difficulty in 

answering a question specifically, the interviewer suggested that a 

broader answer might be easier. For example, when identifying specific 

occupations was difficult, the suggestion was made to classify the 

bankrupts as blue-collar or white-collar, or skilled or unskilled. 

The average interview lasted approximately an hour. 

A form requesting personal information about the judge was 

given to each judge at the close of the interview. Information 

requested included judicial district, educational background, number 

of years as bankruptcy judge, and other occupations or experiences. 

Frequently, the judges gave the interviewer a vita containing this 

information. 
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Response Analysis Form 

The data from the bankruptcy petitions were gathered during the 

last two weeks in March, 1977, by the researcher and two helpers. Each 

helper was trained and given responsibility for coding one part of the 

Response Analysis Form. The researcher checked each form after 

completion. 

Sampling the bankruptcy petitions in the Texas cities of San 

Antonio, Fort Worth, Dallas, Tyler, Houston, and Lubbock required one 

day in each town. Sampling the petitions at the Federal Records Center 

in Fort Worth, Texas, required two days. In San Antonio, Fort VJorth, 

Dallas, Tyler, and Houston, the researcher was allowed access to the 

bankruptcy files to do the sampling of the bankruptcy petitions. In 

Lubbock, a worker in the United States District Clerk's Office per

formed the sampling. The sampling of the records at the Federal 

Records Center was accomplished by using the Transmittal and Receipt 

Forms to determine the two per cent sample. The sample was identified 

the first week of March, 1977, and a Federal Records Center form 

requesting each petition by number was filled out and mailed to the 

Federal Records Center, Fort Worth, Texas, in order that the petitions 

would be available for abstracting on March 14 and 15, 1977. This 

method of sampling at the Federal Records Center was worked out during 

the preliminary visit to the Center in January, 1977. If a business 

bankruptcy petition were chosen in the sampling by using the random 

number table, another petition was randomly chosen to replace it. 

Since the study covers an inflationary period, all money 

figures in the findings were transposed to 1976 values. The yearly 
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rates of inflation used to transpose money values are shown on Table 4. 

All figures were rounded off to the nearest dollar, with those less 

than fifty cents given the lower number and those with fifty cents or 

more given the higher number. 

Statistical Analysis 

The data from the bankruptcy petitions were placed on computer 

cards for analysis. For all statistical tests, a .05 level of statis

tical significance was used. 

Analysis of variance tests were used to assess the significance 

of differences between the group means in the first five null hypo

theses. Since the prerequisite for use of analysis of variance is 

homogeneity of variances, Barlett's F test was first applied to the 

data in order to determine whether any adjustments in the analysis of 

variance technique were needed. If any of the first five null hypo

theses were rejected, a multiple range test was applied to determine 

where the significance occurred. 

The chi-square test was applied to the last null hypothesis to 

test for differences in occupations in each of the years of the study-

Data were also reported using frequency counts, percentages, means, and 

medians. To facilitate calculation procedures, numbers and percentages 

were rounded off to the nearest whole number. 

The results from the judges' interviews were hand tabulated and 

reported by using ranges, frequency counts, percentages, means, and 

medians. Judges' opinions were quoted where apropos. 

.TEXAS TECH LIBRARY 
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TABLE 4 

RATES OF INFLATION - 1964 THROUGH 1976 

YEAR RATE OF INFLATION 

1964 1.2%* 
1965 1.9% 
1966 3.4% 
1967 3.0% 
1968 4.7% 
1969 6.1% 
1970 5.5% 
1971 3.4% 
1972 3.4% 
1973 8.8% 
1974 12.2% 
1975 6.9% 
1976 4.7% 

*% Changes in Consumer Price Index (CPI) Based on December to 
December 

Note: The researcher calculated the rates of inflation using the 
formula given monthly in News, United States Department of Labor, 
Bureau of Labor Statistics, Washington, D.C. The formula is as 
follows: 

Index Point Change** X 100 = Rate of Inflation from 
CPI of Previous December December to December 

**Index Point Change = CPI of December - CPI of Previous December 



CHAPTER IV 

ANALYSIS AND INTERPRETATION OF DATA 

The data in the study were obtained from interviews with seven 

bankruptcy judges representing the four judicial districts in Texas, 

and from a random sample of closed nonbusiness bankruptcy petitions in 

Texas from 1966 through 1976. The purposes of this chapter are to pre

sent the data and to analyze and interpret the findings. The results of 

the interviews with the bankruptcy judges will be presented first, 

followed by the discussion of the statistical analyses of the data taken 

from the bankruptcy petitions. 

Responses from Judges' Interviews 

Background Information of Judges 

The seven bankruptcy judges who were interviewed represented the 

four judicial districts in Texas. The number of years each had spent as 

a bankruptcy judge ranged from one and a half to twenty-four. The 

average number of years was twelve. Generally, the judges had been 

involved in the law profession since law school graduation. Only two 

judges had acquired other judicial experiences in addition to their 

position as a bankruptcy judge. 

Validation of Judges' Responses 

Three questions in the judges' interviews provided information 

which duplicated information given on the bankrupts' petitions. The 
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purpose of these questions was to check the validity of the judges' 

responses. The first question concerned occupation of the average bank

rupt. The judges generally agreed that the average bankrupt was employed 

in a blue-collar or a semi-skilled job. The results from the statistical 

analysis of the Texas bankruptcy petitions indicated that 54.4 per cent 

of the petitioners were employed in a white-collar job, and 39.2 per cent 

were employed in a blue-collar job. 

The second question concerned the average income level of the 

person filing bankruptcy. The bankruptcy judges reported an average 

income level of $8,000 to $12,000 for the typical bankrupt. The results 

from the data concerning the petitions indicated that the bankrupts' 

income for the year prior to filing the petition was approximately 

$12,500. 

The third validation question concerned the number of individuals 

who had filed bankruptcy more than once. The judges estimated one to two 

per cent had filed a prior petition. Data from the study indicated that 

less than four per cent had filed a prior bankruptcy petition. 

For the second and third validation questions, the judges' 

responses were in approximate agreement with the data from the bankruptcy 

petitions. The judges' responses did not agree with the statistical data 

on the first validation question. However, the difference between the 

percentage of white-collar and blue-collar workers was less than 15 per 

cent. From consideration of these data, it can be concluded that judges 

are reasonably accurate in providing information concerning households 

filing nonbusiness bankruptcy. 
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Profile of Average Bankrupt 

Questions concerning demographic characteristics of households 

filing nonbusiness bankruptcy were included in the judges' interview 

schedule. Appendix B contains a copy of the interview schedule. The 

results are summarized in Table 5. 

TABLE 5 

PROFILE OF AVERAGE BANKRUPT AS PERCEIVED 
BY TEXAS BANKRUPTCY JUDGES 

Characteristic Judges' Responses 

Sex Male 

Marital status Married 

Family size 4-6 persons 

Age 30-40 years 

Education High school graduate 

Income $8,000-$12,000 

Occupation Blue-collar worker 

Ethnicity Anglo 

Six of the seven bankruptcy judges were sure that the majority 

of nonbusiness bankruptcy petitions were filed by men. One judge was 

uncertain. The percentages given for male petitioners ranged from 55 per 

cent to 99 per cent. One judge reported that "more women are now filing 

as a result of liberation laws." 

Five of the seven judges reported that most nonbusiness bank

ruptcy petitions were filed by married couples. Two judges from the 

same judicial district said that most petitions were filed by divorced 

people, particularly males. All of the judges noted that few petitions 
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were filed for nonbusiness bankruptcy by widows and widowers. Two of 

the seven judges reported a change in the marital status of nonbusiness 

bankruptcy petitioners. Both agreed that there had been an increase in 

petitions filed by divorced individuals. 

The family size of the household filing bankruptcy as reported 

by the bankruptcy judges ranged from four to six. All judges agreed 

that the extra family members were children rather than other adults. 

Two of the seven judges reported two dependents, one reported three 

dependents, and two reported four dependents. One judge was not sure of 

the family size, and the other judge e3q>ressed the opinion that family 

size was not a factor in the filing for bankruptcy- All judges agreed 

that the number of dependents of bankrupts had not changed during the 

last ten years. 

The average age for the male in bankruptcy as perceived by the 

judges ranged from twenty-two to forty-five years, with the majority of 

judges reporting the age range from thirty to forty. Three of the 

judges stated that females and males filing bankruptcy were similar in 

age. However, three judges thought that women petitioners were somewhat 

younger than male bankrupts. The seventh judge responded that the 

average female petitioner was slightly older than the male counterpart. 

Of the seven judges, this particular judge assigned the youngest average 

age to male petitioners and the highest estimation of age for female 

petitioners. All judges agreed that during their tenure there had been 

no change in the average age of the person filing for bankruptcy. 
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Four of the judges answered that the average petitioner was at 

least a high school graduate. Two of the judges thought that the typical 

bankrupt had less than a high school education, while the remaining judge 

responded that the bankrupts in his district possessed some additional 

education beyond a high school diploma. Two of the judges had noticed a 

change in the educational level of the average petitioner over the last 

eleven years. One judge thought that the educational level had increased, 

while the other judge indicated that there had been a change in the edu

cational level in two directions. First, more persons with limited 

education had filed for bankruptcy; and second, more persons with a higher 

level of education were becoming petitioners. One judge illustrated the 

latter with the example of the displaced executive. 

The judges reported that incomes ranged from $8,000 to $12,000 

per year for households filing bankruptcy. Three of the judges indicated 

that the income level had changed, but there was no agreement on the 

type of change. Two of the judges reported an increase in the income 

level, and the third judge reported a decrease in the average income 

level of the nonbusiness bankrupt. Four judges were unsure as to whether 

changes in the income level had occurred. 

Five of the judges stated that the average male petitioner was 

employed in a blue-collar or semi-skilled job. The sixth judge responded 

that all socioeconomic levels were represented. The seventh judge 

thought that bankrupts were evenly divided between white-collar and blue-

collar occupations. Five judges responded to the question concerning 

occupations for females. Two judges classified the females' occupations 
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as semi-skilled jobs, while a third judge listed secretarial jobs. 

Another judge responded that female bankrupts are likely to be in any 

occupation from a divorced housewife to a go-go girl. The seventh judge 

said that he saw too few cases to pinpoint a typical occupation. All 

seven judges agreed that the types of occupations for the average bank

rupt had not changed recently. 

The ethnic background of the average petitioner appeared to be 

closely related to the ethnic makeup of the judicial district. Six of 

the seven judges listed Anglos as the predominant petitioners. Three of 

the judges listed Mexican-Americans as the next most frequent petitioners. 

Two of the judges listed blacks as the second most frequent petitioners. 

Generally, the judges attributed the predominance of petitioners to the 

ethnic groups residing in the area. Several judges believed that Anglos 

outnumbered other ethnic groups because their educational level perhaps 

made them more aware of the Bankruptcy Act. The judges added that 

perhaps Anglos were more able financially to afford the fee involved in 

filing for bankruptcy. Three judges stated that there had been an 

increase in the number of blacks and Mexican-Americans filing for non

business bankruptcy. 

According to six of the seven judges, the attitude of bankrupts 

toward filing a bankruptcy petition tended to be one of embarrassment 

and guilt. Other behaviors mentioned included nervousness, reluctance 

to file, a sense of helplessness or of not caring, and relief in getting 

out from under the debts. Four of the seven judges reported that peti

tioners appeared to exhibit less embarrassment and guilt and a more casual 
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attitude toward bankruptcy than was formerly expressed. The judges agreed 

that the stigma attached to bankruptcy had lessened. 

When the number of nonbusiness bankruptcy filings was compared to 

the number of business bankruptcy filings, five of the seven judges esti

mated that nonbusiness petitions comprised from sixty to seventy per cent 

of all bankruptcy cases. One of the other judges estimated nonbusiness 

bankruptcies to be approximately twenty per cent of the total cases. The 

seventh judge was unsure of the percentage. Four of the judges reported 

a change in the ratio of nonbusiness to business bankruptcies, with three 

judges indicating an increase in the number of business bankruptcies. 

The fourth judge reported an increase in the number of nonbusiness bank

ruptcies, which he had earlier indicated to be only twenty per cent of 

his case load. All judges agreed that the percentage of individuals who 

are repeaters in filing for bankruptcy is very small. The range of the 

judges' responses regarding repeaters was from zero to two per cent. 

The judges were asked to rank on an ascending scale of one to 

five the importance of factors that could have precipitated the filing 

for a nonbusiness bankruptcy. The factors and rankings are given in 

Table 6. A ranking without a number indicates that the judge was not 

sure of the significance of that factor. As indicated in the table, 

judges identified two factors as most important in precipitating bank

ruptcy—medical expenses and divorce or family problems. Unemployment 

ranked third and accidents or emergencies ranked fourth. Additional 

causes, according to the judges, included recession related to business, 

easy credit, and excessive use of credit. 



58 

TABLE 6 

IMPORTANCE OF FACTORS PRECIPITATING BANKRUPTCY 
AS PERCEIVED BY BANKRUPTCY JUDGES 

Precipitating Ranking by Each of the Seven Judges 
Factors A B C D E F G Total Average 

Unemployment 2.0 5.0 3.0 3.0 1.0 5.0 5.0 24.0 3.4 

Accidents or 
Emergencies 2.0 2.0 2.0 1.0 5.0 2.0 14.0 2.0 

Medical Expenses 5.0 4.0 5.0 4.0 4.0 5.0 3.0 30.0 4.2 

Divorce or 
Family Problems 4.0 4.5 5.0 5.0 2.0 5.0 3.0 28.5 4.1 

Debt Associated 
with Parental 
Obligations 1.0 1.0 1.0 1.0 1.0 5.0 .7 

Five of the seven judges answered that the typical bankrupt 

had less-than-average knowledge concerning money management. The 

sixth judge felt that the bankrupt individual tended to have little 

or no knowledge of how to manage money effectively. One judge was 

not sure about this. Examples given by the judges to illustrate why 

they responded as they did included: 

1. too many credit cards; their desire to have something 

of high value—e.g., a $500 vacuum cleaner instead of an $80 one; no 

knowledge of what they were getting involved in; 

2. basic financial irresponsibility; lack of knowledge of 

money management; 

3. proneness to buy a new car instead of a three-year-old car; 
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4. inability to evaluate cost vs. value; failure to understand 

true cost of merchandise; inundation by advertising; 

5. excessive use of credit. 

In response to the question of what can be done to reduce the 

number of nonbusiness bankruptcies, responses of the judges were divided 

into two broad areas. The first area concerned credit and its use. Two 

of the judges specifically mentioned that credit should be more difficult 

to obtain. Another said that consumers need to be able to communicate 

with their creditors when they realize that they are getting too deeply 

in debt. This particular judge also recommended consumer counseling, 

which was included in the second category of responses. Two judges sug

gested public counseling or debt counseling on how to plan a budget. 

The judges mentioned the need for educational programs in money management 

which include the moral responsibility of using credit. 

When asked specifically how much they thought money management 

education would help, four of the judges responded positively. The other 

three judges were not as positive. One of the three judges who responded 

less positively expressed the opinion that education frequently did not 

provide the results it should. Another judge thought that money-

management education would do little good, because people will not take 

advantage of it until too late. 

The judges were asked to list what should be included in money-

management education if it were to be available. The concepts most 

frequently listed were credit and budgeting. Specific items mentioned in 

relation to credit included the "evils" of credit, abuse of credit, 
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overextension of credit, obligations associated with credit, amount of 

interest involved, responsibility in using credit and signing contracts, 

and communication with creditors. Two judges mentioned teaching the 

value of money, which would include justifying expenses before buying 

and not buying things until they could be justified financially. Other 

concepts mentioned included investments, depreciation of items, infla

tion, and needs versus wants. 

All judges answered that they would encourage bankrupt petitioners 

to accept money-management counseling if it were available. One judge 

reported that he presently requires military personnel to take advantage 

of the counseling services available to military personnel. Another 

judge responded that he would insist that bankrupts accept counseling in 

money management. 

Other relevant responses of the judges concerning the bankrupts 

were as follows: 

1. The high interest rates allowed by law require the debtors 

to marry finance companies. 

2. Most bankrupts were honest, immature, and caught up in debt; 

sometimes an investment in a small business failed; the average bankrupt 

mismanaged his funds; he had no concept of management or future planning. 

3. Some individuals had trouble establishing priorities. 

4. The typical bankrupt couple was making a fair income ($11,000 

to $14,000) and considered it a good income until the unexpected happened, 

and the income suddenly became inadequate. 
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Statistical Analysis of Data from 
Bankruptcy Petitions 

Descriptive Data 

The sample consisted originally of 283 nonbusiness bankruptcy 

petitions randomly drawn from the closed bankruptcy cases filed in Texas 

from 1965 through 1976. After an examination of the petitions, two were 

discarded because of the extreme amounts of debts. These petitions 

listed debts ranging from $2,000,000 to $3,000,000 and were judged by 

the researcher not to be typical when compared to the other petitions. 

Therefore, the sample consisted of 281 bankruptcy petitions. The geo

graphical distribution of the sample included 130 (46.3 per cent) from 

the Northern Judicial District, 11 (3.9 per cent) from the Eastern 

Judicial District, and 70 (24.7 per cent) from each of the Western and 

Southern Judicial Districts. Data in Table 7 give the frequencies and 

percentages of nonbusiness bankruptcy petitions randomly sampled for 

the study in each of the years 1966 through 1976. In the 1970s there 

were more filings of nonbusiness bankruptcies than in the 1960s. Over 

three-fourths of the filings occurred from 1970 through 1976. The 

largest number of filings occurred in 1972 (14.6 per cent) and 1975 

(14.2 per cent). 
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TABLE 7 

NUMBER AND PERCENTAGE OF NONBUSINESS BANKRUPTCY 
PETITIONS IN THE SAMPLE, 1966 THROUGH 1976 

Year Frequency Percentage 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

TOTALS 

10 

12 

17 

14 

34 

36 

41 

31 

36 

40 

10 

281 

3 . 

4 . 

6. 

5. 

12 . 

12. 

14, 

1 1 , 

12 

14 

3 

100 

,6 

,3 

,0 

.0 

.1 

.8 

.6 

.0 

.8 

.2 

.6 

. 0 

The months in which bankruptcy petitions were filed by the 

individuals in the sample are presented in Table 8. The average per

centage filings per month ranged from six to eight per cent with the 

exception of three months. The number of bankruptcies filed in January 

averaged 10.7 per cent of the total filings, and the filings in May and 

October both averaged 12.5 per cent. Filings in the other nine months 

of the year varied less than 1.5 per cent from the average of 7.2 per 

cent. 
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TABLE 8 

MONTHS IN WHICH BANKRUPTS IN THE SAMPLE FILED NONBUSINESS 
BANKRUPTCY PETITIONS, 1966 THROUGH 1976 

Month 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

TOTALS 

Frequency 

30 

18 

22 

19 

35 

24 

19 

20 

18 

35 

23 

18 

281 

Percentage 

10.7 

6.4 

7.8 

6.8 

12.5 

8.5 

6.8 

7.1 

6.4 

12.5 

8.2 

6.4 

100.0 

Nearly one-half (46.3 per cent) of the petitions were filed 

jointly by husband and wife. Generally, when husband and wife both 

filed bankruptcy petitions, the petitions were given two court numbers 

but were combined and treated as one case. One hundred and eighteen 

petitions (42.0 per cent) were filed by males. Thirty-three petitions 

were filed by females. These data are presented in Table 9. 
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TABLE 9 

MARITAL STATUS AND/OR SEX OF NONBUSINESS BANKRUPTS 
IN THE SAMPLE, 1966 THROUGH 1976 

Marital Status/Sex Frequency Percentage 

Husband/Wife 

Male (Marital status 
not indicated) 

Female (Marital status 
not indicated) 

TOTALS 

130 

118 

33 

281 

46. 

42. 

11, 

,3 

.0 

.7 

100.0 

Slightly over half (53.4 per cent) of the bankrupts reported that 

they had kept no financial records in the two years prior to filing for 

bankruptcy. Of the bankrupts who had kept records prior to bankruptcy, 

many indicated on the petition that such records consisted primarily of 

cancelled checks or check stubs. 

Over three-fourths (80 per cent) of the petitioners had moved 

at least once during the six years prior to the filing for nonbusiness 

bankruptcy. The average number of moves was 2.5, with a range of zero 

to twenty. On the other hand, 47.5 per cent of the population in Texas 

moved during the five-year period of 1965 through 1970.* The data 

representing mobility of petitioners in the study are presented in 

Table 10. 

*Source: Statistical Abstract of the United States, 1976. U. S 

Department of Commerce, Bureau of the Census. 



TABLE 10 

MOBILITY OF BANKRUPTS IN THE SAMPLE DURING 
THE SIX YEARS PRIOR TO FILING FOR BANKRUPTCY 

65 

Number of Moves Frequency Percentage 

0 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

18 

20 

Missing Data 

TOTALS 

40 

86 

51 

30 

22 

10 

11 

5 

3 

1 

2 

2 

1 

1 

1 

1 

14 

281 

14.2 

30.6 

18.1 

10.7 

7.8 

3.6 

3.9 

1.8 

1.1 

.4 

.7 

.7 

.4 

.4 

.4 

.4 

5.0 

100.0 

The occupations of individuals filing a nonbusiness bankruptcy 

were classified according to the four broad categories used in census 

data-white-coLlarworkers, blue-collar workers, farmworkers, and service 

workers. Designation of classification of various jobs into one of the 

four broad categories followed guidelines used in census data. A fifth 

category was added for those who reported they were unemployed or who 
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listed no regular occupation. The occupations of the individuals in 

the sample are presented in Table 11. 

TABLE 11 

OCCUPATIONS OF NONBUSINESS BANKRUPTS IN THE 
SAMPLE, 1966 THROUGH 1976 

Occupation Frequency Percentage 

White-collar 152 

Blue-collar 111 

Farm worker 2 

Service worker 11 

Unemployed 5 

TOTALS 281 

54. 

39 . 

0. 

3. 

1. 

100, 

,1 

,5 

.7 

.9 

.8 

.0 

Of the 281 bankrupts included in the study, 54.1 per cent held a 

white-collar job, and 39.5 per cent held a blue-collar job. Two hundred 

and thirty-nine (85.1 per cent) of the petitioners were employed at the 

time they filed the petition. 

The mean income for the average bankrupt for the year preceding 

the filing of the nonbusiness bankruptcy was $12,545, which was slightly 

less than the average income for the second year prior to filing for 

bankruptcy. The average incomes for individuals in the sample during 

the two years prior to bankruptcy are presented in Table 12. As indi

cated, the primary source of income was the bankrupt's occupation 

rather than other sources. 
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TABLE 12 

AVERAGE INCOME OF BANKRUPTS IN THE SAMPLE FOR TWO YEARS 
PRIOR TO FILING PETITIONS, 1966 THROUGH 1976 

Income from Job Preceding Year Two Years Prior to Filing 

Mean $12,545 $ 12,843 

Minimum 0 0 

Maximum 78,976 219,870 

Income from Other 
Sources 

Mean 692 550 

Minimum 0 0 

Maximum 24,776 17,887 

Two-thirds of the bankrupts in the study (66.9 per cent) had not 

been involved in any type of legal suit during the year previous to 

filing for bankruptcy. Of the ninety-one petitioners who had been party 

to a suit during the previous year, seventy had been involved in only 

one suit. Relatively few petitioners had been involved in two or more 

suits during the previous year. These data are presented in Table 13. 
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TABLE 13 

BANKRUPTS IN THE SAMPLE THAT ̂ VERE INVOLVED IN 
LEGAL ACTION DURING THE YEAR PRECEDING FILING 
NONBUSINESS BANKRUPTCY, 1966 THROUGH 1976 

Actions Frequency Percentage 

0 188 

1 70 

2 11 

3 6 

4 4 

Not Answered 2 

66. 

24. 

3, 

2, 

1, 

.9 

.9 

.9 

.1 

.4 

.8 

TOTALS 281 100.0 

Responses on the petitions revealed that when the bankrupts had 

been involved in a legal suit, it frequently had been a divorce pro

ceeding. With regard to whether the bankrupt had any property seized 

during the year previous to filing, the data indicated that the majority 

had not. Ninety-four per cent of the petitioners indicated that no 

property had been seized. 

The average cost for attorney fees and filing cost for the bank

ruptcy petitioners was $557. The range was from zero to $15,410. For 

most of the petitioners (96.8 per cent), the present bankruptcy petition 

represented their first bankruptcy. Nine petitioners (3.2 per cent) 

reported one previous bankruptcy. 
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Number of Creditors 

The debts of the bankrupts were categorized on the petition into 

one of five schedules: debts with priority (Schedule Al), secured debts 

(Schedule A2) , unsecured debts (Schedule A3), discounted debts on notes 

or bills (Schedule A4), and accommodation papeis (Schedule A5). Informa

tion concerning the debts by schedules for the bankrupts in the study is 

presented in Table 14. 

Very few of the petitioners had debts with priority. Over two-

thirds (70.8 per cent) of the petitioners reported that they had no 

debts with priority. Another 17.1 per cent reported responsibility for 

only one such debt. The mean number of debts with priority per bankrupt 

was 2.3. 

Debts of the petitioners were divided also into secured and unse

cured. Eighty-seven per cent of the bankrupts reported secured debts. 

The mean number of secured debts was 3.8, and the range was from zero to 

thirty-two. Forty-three per cent of the petitioners had from one to 

three secured debts. Ninety-eight per cent of the bankrupts had debts 

which were unsecured. The number of unsecured debts ranged from zero to 

ninety, with a mean of 16.1. So far as percentage is concerned, no 

particular number of debts was more prevalent than another. The largest 

number of petitioners (6.4 per cent) owed thirteen creditors. The 

majority of the bankrupts had from five to twenty different debts. Very 

few petitioners (4 per cent) reported having debts on schedule A4 or A5, 

which included debts on discounted notes or bills and accommodation papers 

The overall mean number of debts was 22.5. 
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TABLE 14 

FREQUENCY AND PERCENTAGE OF DEBTS BY SCHEDULES OF THE NONBUSINESS 
BANKRUPTCY PETITIONERS, 1966 THROUGH 1976 

Number 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

21-25* 
26-30* 
31-40* 
41-50* 
51-60* 
61-70* 
71-80* 
81-90* 

Missing Data 

TOTALS 

Mean 

Debt With 
Priority 

F % 

199 70.8 
48 17.1 
18 6.4 
8 2.8 
5 1.8 
1 .4 
1 .4 
1 .4 

281 100.0 

2.3 

Secured 

F 

34 
26 
53 
42 
29 
33 
21 
20 
6 
6 
3 
2 
2 
1 

1 

1 

1 

281 

r 

Debts 

% 

12.1 
9.3 
18.9 
14.9 
10.3 
11.7 
7.5 
7.1 
2.1 
2.1 
1.1 
.7 
.7 
.4 

.4 

.4 

.4 

100. C 

3.£ 

Unsecured ] 
Debts 

F % 

6 2.1 
4 1.4 
4 1.4 
6 2.1 
1 .4 
11 3.9 
13 4.6 
13 4.6 
15 5.3 
14 5.0 
13 4.6 
13 4.6 
16 5.7 
18 6.4 
8 2.8 
15 5.3 
9 3.2 
10 3.6 
9 3.2 
5 1.8 
10 3.6 
25 8.9 
20 7.1 
12 4.2 
5 1.8 

2 .7 
2 .7 
2 .7 

) 281 100.0 

1 16.1 
1 .. 

Discounted 
Debts 

F % 

196 69.8 
2 .7 
3 1.1 
1 .4 

Accommodation 
Pape 

F 

194 
9 

1 
1 
1 

1 . 4 : 1 
1 .4 ! 

1 

1 .4 

1 

76 27.0 

281 100.0 

76 

281 

.4 
i -L 

rs 

% 

69.0 
3.2 

.4 

.4 

27.0 

100.0 

.1 

*Data are grouped for convenience of reporting small frequencies 
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Liabilities 

The average amount of debts owed by bankrupts in the five sche

dules of the petition are given in Table ]5. The average total debt was 

$34,799. The highest average per schedule was $17,631 for unsecured 

debts. Secured debts totaled almost as much, with an average of $17,467. 

The mean amounts of debts in the form of discounted notes and accommoda

tion papers were $285 and $216, respectively. 

TABLE 15 

LIABILITIES OF BANKRUPTS IN THE 
SAMPLE, 1966 THROUGH 1976 

Types of Debts 
Range 

Minimum Maximum 
Standard 
Deviation 

Debts with Priority (Al) 

Secured Debts (A2) 

Unsecured Debts (A3) 

Discounted Notes (A4) 

Accommodation Papers (A5) 

Total Debt 

0 

0 

0 

0 

0 

0 

$ 36,474 

608,683 

355,249 

27,303 

15,616 

$665,049 

$ 4,930 

39,892 

39,221 

2,157 

1,456 

$56,127 

Mean 

$ 1,175 

17,467 

17,631 

285 

216 

$34,799 

An analysis of the debts as related to seventeen sources of 

credit is presented in Table 16. The two sources of debt to which the 

average bankrupt owed the most money were banks ($6,378) and finance com

panies ($5,659). The lowest mean debts were for rent ($62) and for debts 

associated with automobiles ($274). The annual percentages of total 

debts for each of the seventeen sources of credit are shown in Figures 1 

through 17. The largest percentages of total debts in each of the years 

1966 through 1976 are from banks and finance companies. Annually, these 
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TABLE 16 

RANGE OF DEBTS OWED BY BANKRUPTS IN THE SAMPLE TO 
VARIOUS SOURCES OF CREDIT, 1966 THROUGH 1976 

Source of Credit 

Bank Credit Cards 

Oil Credit Cards 

National Retail Debt 

Local Retail Debt 

Local Service Debt 

Bank Debt 

Finance Company Debt 

Credit Union Debt 

Savings & Loan 
Association Debt 

Medical Debts 

Automobile Debt 

Real Estate Debt 

Personal, Individual Debt 

Clubs, Associations Debt 

Taxes Debt 

Rent Debt 

Miscellaneous Debt 

Range 
Minimum 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Maximum 

$ 12,063 

7,141 

343,024 

103,200 

24,895 

87,660 

164,352 

9,016 

125,938 

18,621 

10,432 

79,252 

68,949 

438,300 

90,558 

4,392 

267,072 

Standard 
Deviation 

$ 1,503 

968 

20,788 

8,993 

2,603 

12,909 

11,565 

1,566 

12,018 

1,479 

1,120 

10,881 

7,097 

26,146 

5,831 

371 

23,566 

Mean 

$ 724 

521 

2,495 

2,932 

778 

6,378 

5,659 

702 

3,007 

560 

274 

4,635 

2,178 

1,568 

687 

62 

3,760 
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Fig. 1. Percentage of total debt owed to bank credit cards by 
years, 1966 through 1976. 
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Fig. 2. Percentage of total debt owed to oil credit cards by 

years, 1966 through 1976. 
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Fig. 3. Percentage of total debt owed to national retail stores 
by years, 1966 through 1976. 
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Fig. 4. Percentage of total debt owed to local retail stores by 
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Fig. 5. Percentage of total debt owed for local services by 
years, 1966 through 1976. 



76 

EH 
OQ 
pa 
Q 

b4 
O 
EH 
Z 
pa u 
a: 
pa 
04 

1966 1967 1968 1969 1970 1971 

YEAR 

1972 1973 1974 1975 1976 

Fig. 6. Percentage of total debt owed to banks by years, 1966 
through 1976. 
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Fig. 7. Percentage of total debt owed to finance compamies by 
years, 1966 through 1976. 
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Fig. 8. Percentage of total debt owed to credit unions by 

years, 1966 through 1976. 
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Fig. 9. Percentage of total debt owed to savings and loan 
associations by years, 1966 through 1976. 
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Fig. 10. Percentage of total debt owed for medical care by 
years, 1966 through 1976. 
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Fig. 11. Percentage of total debt owed as automobile debts by 
years, 1966 through 1976. 
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Fig. 12. Percentage of total debt owed as real estate debts by 

years, 1966 through 1976. 
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Fig. 14. Percentage of total debt owed to clubs or associations 
by years, 1966 through 1976. 
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Fig. 15. Percentage of total debt owed for taxes by years, 1966 

through 1976. 
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Fig. 16. Percentage of total debt owed for rent by years, 1966 
through 1976. 
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Fig. 17. Percentage of total debt owed to miscellaneous 

creditors by years, 1966 through 1976. 
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two sources of credit accounted for a third to a half of the total per-

centage of debts of the bankrupt. 

men correlation coefficients were computed between the contribution 

each of these seventeen sources of credit made to the total debt per year 

and the month of filing, significant trends were noted for five sources 

of credit. These coefficients indicate a positive upward trend over the 

time period examined for the portion of total debt attributable to bank 

credit cards, oil credit cards, credit unions, and savings and loan asso

ciations. Proportional debts to finance companies and miscellaneous 

debts were found to be significantly declining during the time period 

studied. These data are shown in Table 17. 

TABLE 17 

STATISTICALLY SIGNIFICANT CORRELATION COEFFICIENTS BETWEEN 
PERCENTAGES OF DEBTS OF SIX SOURCES OF CREDIT TO TOTAL 

DEBT AND TIME FOR THE SAMPLE, MONTHLY FROM 
1966 THROUGH 1976 

Creditors Correlation Coefficient Level of Significance 

Bank Credit Cards r = .1827 .001 

Oil Credit Cards .1325 .013 

Savings & Loan Assn. .1047 .039 

Credit Unions .1498 .005 

Finance Co. -.1155 .026 

Miscellaneous -.1834 .001 

Assets and Exempt Property 

The assets of nonbusiness bankrupts are given in Table 18. The 

average petitioner had a mean asset of $7,393 in real property and a 
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mean asset of $3,785 in household goods. Liquid assets and non-liquid 

assets averaged $826 and $494, respectively. 

TABLE 18 

ASSETS OF BANKRUPTS IN THE SAMPLE AT THE 
TIME OF FILING, 1966 THROUGH 1976 

Assets 

Real Property 

Liquid Assets 

Household Items 

Non-Liquid Assets 

Total Assets 

Range 
Minimum 

0 

0 

0 

0 

Maximum 

$116,880 

34,964 

21,568 

52,350 

Standard 
Deviation 

$16,020 

2,812 

3,634 

4,103 

$19,377 

Mean 

$ 7,394 

826 

3,785 

494 

$12,497 

The typical bankrupt was able to keep all of his assets. These 

cases were referred to by the judges as "no asset" cases. The average 

amount of exempt property per petitioner was $10,643, with a range from 

zero to $137,847 

Testing of Hypotheses 

Null Hypothesis Number One 

Null hypothesis Number One stated that there were no significant 

differences among households declaring nonbusiness bankruptcy in each of 

the calendar years 1966 through 1976 as characterized by the following 

selected demographic variables: 

a) incidence of employment 

b) incidence of record keeping 
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c) incidence of prior bankruptcy 

d) party to any legal action (suits and attachments) 

e) number of creditors owed 

f) amount of debts owed to various types of creditors 

g) amount of assets in different categories 

h) month of filing 

i) mobility 

Chi-square analyses were used to analyze all of the variables 

except two. Analyses of variance tests were used to test for differ

ences in the amount of debt owed to various creditors and the amount of 

assets in different categories. These data are reported in Table 19, 

with Part A of the table showing chi-square analyses and Part B showing 

analyses of variance. The chi-square tests did not reveal significant 

differences for the eight variables tested in this manner. The analyses 

of variance revealed that three sources of debts—bank credit cards, 

credit unions, and taxes—were significant at the .05 level. The 

analyses of variance tests did not reveal any of the four types of 

assets tested to be significant. 
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TABLE 19 - PART A 

CHI-SQUARE ANALYSES OF SELECTED DEMOGRAPHIC VARIABLES 
OF BANKHIPTS IN THE SAMPLE, 1966 THROUGH 1976 

Number of Creditors Owed 

Al Creditors 

A2 Creditors 

A3 Creditors 

A4 Creditors 

A5 Creditors 

Month of Filing 

Mobility 

Incidence of Employment 7.47 10 '68 

Incidence of Record 
Keeping 

Incidence of Prior 
Bankruptcy 

Party to Any Legal Action 

Incidence of Property 
Attachments 42.89 30 .06 

x2 

7.47 

22.96 

10.98 

58.22 

Degrees of 
Freedom 

10 

20 

10 

50 

71.83 

146.85 

408.16 

59.96 

30.43 

93.86 

169.03 

70 

160 

430 

54 

27 

120 

150 

Level of 
Significance 

29 

36 

,20 

.42 

.77 

.77 

.27 

.30 

.96 

.14 
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TABLE 19 - PART B 

ANALYSIS OF VARIANCE OF AMOUNTS OWED BY BANKRUPT 
PETITIONERS TO VARIOUS CREDITORS AND ASSETS OF 
THE BANKRUPT IN THE SAMPLE, 1966 THROUGH 1976 

Types of Debts 

Bank Credit Card Debt 

Oil Cards Debt 

National Retail Debt 

Local Retail Debt 

Local Service Debt 

Bank Debt 

Finance Co. Debt 

Credit Union Debt 

Savings & Loan Assn. Debt 

Medical Debt 

Automobile Debt 

Real Estate Debt 

Individual's Debt 

Clubs or Assn. Debt 

Tax Debt 

Rent Debt 

Miscellaneous Debt 

Types of Assets 

Total Real Property 

Liquid Assets 

Household Goods 

Non-Liquid Assets 

F 

2.44 

1.02 

.63 

.30 

.68 

.55 

.92 

1.86 

1.71 

.71 

.83 

.99 

.82 

.57 

1.95 

1.58 

1.12 

.91 

.70 

.95 

1.71 

Degrees 
Between 
Groups 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

10 

of Freedom 
Within 
Groups 

269 

269 

269 

270 

269 

269 

270 

269 

269 

270 

269 

268 

270 

268 

270 

270 

270 

270 

270 

270 

270 

Level of 
Significamce 

.05 

N.S.* 

N.S.* 

U.S.* 

N.S.* 

N.S.* 

N.S.* 

.05 

N.S.* 

N.S.* 

N.S.* 

N.S.* 

N.S.* 

N.S.* 

.05 

N.S.* 

N.S.* 

N.S.* 

N.S.* 

N.S.* 

N.S.* 

*N.S. - not significant at the .05 level 
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Since the F-values for bank credit cards, credit unions, and taxes 

were found to be significant, Duncan's multiple range test was applied to 

the data to determine which years had significantly different mean debts. 

The results of the Duncan's multiple range test are presented in Figiire 18 

by grouping the years studied into subsets. Subsets are denoted by solid 

lines beneath the years. It is noted that bank credit cards, credit 

unions, and taxes each have two subsets of years that were found to be 

significantly different from one another. The mean debt in any year 

underscored by the same line was found not to be significantly different 

from the mean debt of another year underscored by the same line. The 

mean debts in years not underscored by the same line were found to 

differ significantly from one another. For example, the mean debt of 

bank credit cards in 1967 is not significantly different from the mean 

debt of bank credit cards in 1971. However, the mean debt in 1967 is 

significantly different from the mean debt in 1976 for bank credit cards. 

The mean debts by years are listed in ascending order from left to right. 

The mean debt of bank credit cards has shown a continuous growth, whereas 

there appears to be no consistent pattern in the growth of the mean debt 

by years from credit unions or from taxes. 

Bank Credit Cards 

67 68 69 66 73 74 72 70 75 71 76 

Credit Unions 

67 71 70 68 66 72 69 73 76 75 74 

Taxes 

69 76 66 72 75 71 68 70 73 74 67 

Fig. 18. Annual significant differences in debt related to 
bank credit cards, credit unions, and taxes. 
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Null Hypothesis Number Two 

Null hypothesis Number Two stated that there were no significant 

differences in the debt-asset ratios among the households declaring non

business bankruptcy in each of the calendar years 1966 through 1976. 

Analysis of variance was used to test this hypothesis statistically. A 

summary of the results from testing null hypotheses numbered two, three, 

four, and five is presented in Table 20. For hypothesis Number Two, an 

F ratio of .81 with 10 and 267 degrees of freedom was found not to be 

significant at the .05 level. Null hypothesis Number Two was allowed to 

stand. In essence, it appears that the ratio of debts to assets of 

households filing bankruptcy from 1966 through 1976 was not significantly 

different from year to year. 

Null Hypothesis Number Three 

Null hypothesis Number Three asserted that no significant differ

ences existed among the total incomes of households in the years 

preceding the filing of nonbusiness bankruptcy in each of the calendar 

years 1966 through 1976. Analysis of variance was used to test this null 

hypothesis, and the data are reported in Table 20. An F ratio of 1.51 

with 10 and 270 degrees of freedom was not significant at the .05 

level. Therefore, this null hypothesis was allowed to stand. Apparently, 

total incomes of households in the year preceding the filing of bankruptcy 

during the last eleven years were not significantly different. 

Null Hypothesis Number Four 

Null hypothesis Number Four referred to the fact that no signifi

cant differences existed among the total incomes of households in the 
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second year prior to the filing of nonbusiness bankruptcy in each of the 

calendar years 1966 through 1976. Analysis of variance was used to test 

this null hypothesis, and the results are reported in Table 20. An F 

ratio of 1.55 with 10 and 270 degrees of freedom was not significant at 

the .05 level. Therefore, this null hypothesis was allowed to stand. 

This implies that the total incomes of households in the second year 

prior to filing bankruptcy in the time span studied were not signifi

cantly different from year to year. 

Null Hypothesis Number Five 

Null hypothesis Number Five stated that there were no significant 

differences among the gross values of exempt property of households 

declaring nonbusiness bankruptcy in each of the calendar years 1966 

through 1976. The null hypothesis was statistically tested by means of 

analysis of variance. The data are presented in Table 20. An F ratio 

of 1.80 with 10 and 270 degrees of freedom was found not to be signifi

cant at the .05 level. Hence, the null hypothesis was allowed to stand. 

It appears that the value of property that had been exempted by house

holds filing bankruptcy was not significantly different from year to 

year from 1966 through 1976. 
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TABLE 20 

SUMMARY TABLE FOR ANALYSIS OF VARIANCE FOR NULL HYPOTHESES 
NUMBERS TWO, THREE, FOUR, AND FIVE 

Degrees of Freedom Level of 
Null Hypothesis F Between Groups Within Groups Significance 

Number Two .81 10 267 N.S.* 

Number Three 1.51 10 270 N.S.* 

Number Four 1.55 10 270 N.S.* 

Number Five 1.80 10 270 N.S.* 

*N.S. - not significant at the .05 level or beyond. 

Null Hypothesis Number Six 

Null hypothesis Number Six asserted that no significant differ

ences existed among the occupations of households filing nonbusiness 

bankruptcy in each of the calendar years 1966 through 1976. Statistical 

testing of the hypothesis was accomplished by using the chi-square test. 

The results, reported in Table 21, indicate that there were no signifi

cant differences among the occupations of households filing for bankruptcy 

in the years 1966 through 1976. Therefore, this null hypothesis was 

allowed to stand. In essence, the occupations of individuals filing 

nonbusiness bankruptcy were not significantly different from year to year 

in the eleven-year period studied. 
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CHAPTER V 

SUMMARY 

The purposes of this chapter are to summarize the methods and 

procedures of the study, to identify major findings of the study, and to 

recognize significant implications for adult education in the area of 

money management. Based on the findings and implications from the 

study, recommendations for further research have been made. The chapter 

is divided into five sections, including methods and procedures, findings, 

interpretations and conclusions, implications for adult education, and 

recommendations for further study. 

Methods and Procedures 

The major problem of the study was to address the need for adult 

education in money management for debt-distressed households, particularly 

those who have experienced bankruptcy. Data for the study were collected 

by interviewing bankruptcy judges in Texas and examining closed non

business petitions filed from 1966 through 1976 by Texas residents. The 

researcher developed a schedule for interviewing bankruptcy judges. 

Questions asked in the interview were related to demographic character

istics of bankrupts not available from bankruptcy petitions, and the 

perceptions of judges concerning the need for money-management education 

for bankrupt individuals. A Response Analysis Fom was designed by the 

researcher to abstract information from the bankruptcy petitions. 

92 
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Seven bankruptcy judges were interviewed, representing all four 

judicial districts in Texas. These judges had been in their positions 

an average of twelve years. The sample of nonbusiness bankruptcy peti

tions was obtained by randomly drawing two per cent of the closed 

bankruptcy cases that were filed in the years 1966 through 1976 in the 

Texas cities of San Antonio, Fort Worth, Dallas, Lubbock, Tyler, and 

Houston. These cities were chosen because bankruptcy judges reside only 

in these cities and most cases originated there. The sample consisted 

of 281 usable nonbusiness bankruptcy petitions. 

The results of the interviews with the judges were hand-tcdDulated 

and reported by the use of ranges, means, and percentages. Analysis of 

variance and chi-square were used to test statistically the null 

hypotheses in order to determine whether significant changes had occurred 

concerning bankrupts in Texas in the time period of 1966 through 1976. 

Descriptive data from the bankruptcy petitions were reported by the use 

of frequencies, percentages, ranges, and means. 

Findings 

The research has yielded detailed findings which are reported in 

Chapter IV. The major findings concerning the typical household filing 

bankruptcy are summarized in two parts: the major findings from the 

interviews with the judges, followed by the major findings from the 

analyses of the data from the petitions. 

Judge s' Interviews 

The results from the judges' interviews provided useful 
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information concerning the typical bankrupt that was not available from 

the court records. The content of the judges' responses was considered 

to be reliable in view of the analysis of answers to three validity 

questions included in the interview schedule which were designed to 

ascertain consistency of responses. The major findings from these inter

views are as follows: 

1. The typical Texas bankrupt was described by the judges as an 

Anglo, married male, thirty to forty years old, with a family of four to 

six members, and with a high school diploma. 

2. The judges reported less embarrassment and guilt among 

recent bankrupts than among those of a few years ago. 

3. The judges estimated that nonbusiness bankruptcies in Texas 

comprised two-thirds of the total cases for the years 1966 through 1976. 

4. The judges perceived that the major factors causing the 

filing of the petition were medical expenses and divorce or fsonily 

problems. 

5. The average bankrupt was characterized by the judges as 

having less-than-average knowledge concerning money management. 

6. The bankruptcy judges thought that the number of nonbusiness 

bankmiptcies in Texas could be reduced if the bankrupts and other debt-

distressed individuals knew more about credit, and if money-management 

education were available to those who need it. 

7. The two topics most often mentioned by the judges to be 

included in money-management education were credit and budgeting. 

8. All the judges responded favorably to the question about 

encouraging money-management education if it were available. 
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Bankruptcy Petitions 

The analysis of the bankruptcy records in Texas produced many 

findings. The major findings regarding the Texas sarrple were as follows: 

1. The number of nonbusiness bankruptcy filings in Texas had 

increased during the years 1966 through 1976. 

2. Nonbusiness bankruptcy petitions were most often filed by 

either married couples or males. 

3. Texas bankrupts usually did not keep financial records. 

4. Eighty per cent of nonbusiness bankruptcy petitioners in 

Texas had moved at least once during the six years preceding the filing 

of the petition. 

5. The most predominant occupation of Texas bankrupts was 

classified as a white-collar job. 

6. The average income of bankrupts was $12,545, most of which 

was derived from the bankrupt's occupation, not from other sources. 

7. The income of the average petitioner was less in the year 

preceding bankruptcy than in the second year prior to filing bankruptcy. 

8. Two-thirds of the bankrupts had not been involved in any 

legal action or had any property seized during the year preceding the 

filing of the bankruptcy petition. 

9. In 96 per cent of the cases, the petition examined was the 

first bankruptcy filing for the bankrupt. 

10. A bankruptcy petition was most likely to be filed in the 

months of January, May, or October. 

11. The amounts of secured and unsecured debts were approximately 
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the same, but the average nuirî er of unsecured debts was four times the 

average number of secured debts. 

12. The average number of debts per debtor was 22.5. 

13. The largest debts owed by the petitioners were to banks and 

finance companies. 

14. In the years 1966 through 1976, there had been a shift in 

sources of credit away from finance companies to bank credit cards, oil 

company credit cards, savings and loan associations, and credit unions. 

15. The average bankrupt owed three times the amount he had in 

assets. 

16. The typical petitioner was able to keep nearly all his 

assets after filing bankruptcy. 

17. All null hypotheses were supported by the research, except 

that significant differences were found among households declaring non

business bankruptcy in each of the calendar years 1966 through 1967 for 

debts resulting from bank credit cards, credit unions, and taxes. No 

significant differences were found among households declaring nonbusiness 

bankruptcy in each of the calendar years 1966 through 1976 for the 

remaining demographic variables, which included the amount owed to the 

other fourteen sources of credit, incidence of employment, incidence of 

record keeping, incidence of prior bankruptcy, party to any legal action, 

number of creditors owed, amount of assets, month of filing, and mobility, 

The other null hypotheses that were allowed to stand as a result of 

finding no significant differences among the households declaring non

business bankruptcies in each of the calendar years 1966 through 1976 
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concerned the debt-asset ratio, total incomes from the year preceding 

the filing of the petition, total incomes from the second year prior to 

the filing of the petition, gross values of exempt property, and the 

occupations of the households filing bankruptcy. 

Interpretations and Conclusions 

Based on the derived findings, the following interpretations and 

conclusions appear to be warranted: 

1. Education in money management or counseling should be pro

vided for debt-distressed individuals. 

2. The average bankrupt in Texas has not changed during the 

past eleven years. This fact was evidenced by the acceptance of five of 

the six null hypotheses. 

3. The typical bankrupt in Texas is similar to other bankrupts 

across the nation, with regard to occupation, education, and age. The 

Texas petitioner was found to be employed in a white-collar job instead 

of a blue-collar job, had a higher level of education, and was slightly 

older than the typical bankrupt identified in other studies. 

4. The fact that nonbusiness bankruptcies comprised two-thirds 

of the total cases in Texas for the years 1966 through 1976, and that 

the national percentage of nonbusiness bankruptcies between these same 

years fluctuated between 86 and 92 per cent, may be attributed to the 

fact that Texas is one of the two states that does not allow wage garnish

ments. High rates of nonbusiness bankruptcies and harsh garnishment 

laws were found to be related in studies by Brunn (10), Dolphin (16), 

Hughes (25), and Matsen (35) . 
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5. Increasing numbers of nonbusiness bankruptcies in Texas may 

be the result of several factors. One of these is that the stigma 

attached to bankruptcy has lessened and society seems to be more accepting 

of those who file bankruptcy. Another factor is the increased awareness 

of bankruptcy as a means of resolving financial problems. 

6. The judges reported that medical problems were a significant 

precipitating factor in the decision to file bankruptcy; yet the results 

from the petitions indicated that medical debts had the third lowest mean 

debt of the seventeen sources of credit. Petitions that listed medical 

debts tended to have a long series of small debts rather than a few 

large debts. Apparently, the number of medical debts may have been more 

significant than the total amount of these debts. Another reason that 

medical problems may have been a significant factor in the decision to 

file bankruptcy was the fact that possibly poor health resulted in the 

inability of the petitioner to continue working. 

7. It was found that 80 per cent of the petitioners had moved 

at least once during the six years preceding the filing for bankruptcy. 

During the five-year period of 1965 through 1970, 47.5 per cent of the 

population in Texas had moved at least once. These figures indicated 

that households in Texas that filed bankruptcy were more mobile than the 

general population in Texas. Perhaps, the petitioners were moving to 

avoid creditors. 

8. A decrease in household income in the year preceding the 

filing of bankruptcy may be a significant precipitating factor in a 

decision to file. 
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9. The totals of secured and unsecured debts were approximately 

the same; yet the average number of unsecured debts was four times the 

average number of secured debts. This indicated that the amount owed 

per creditor was higher on secured debts than on unsecured debts. 

10. The increase in amount of debt owed to bank credit cards, 

oil credit cards, and credit unions may be the result of increased 

availability of these forms of credit. Increased debt at savings and 

loan associations indicated more debts as a result of buying real estate 

and/or homes. 

11. The decision to file bankruptcy was not a result of being 

involved in legal suits or having property seized. 

12. Typical bankrupts were found to be able to exempt all or 

nearly all assets. The value of these assets was approximately ecjual 

to the yearly income of these households. These facts indicated that 

Texas exemption laws are very lenient and/or that bankrupts had not 

accumulated many assets. 

13. Bankruptcy was filed most frequently in the months of 

January, May, or October. Perhaps the fact that many bankruptcies are 

filed in January can be attributed to after-Christmas bills or the tra

dition of determining net worth at the beginning of a new calendar year. 

More filing in May may be the result of income taxes being paid in 

April. October filings may result from bills from a summer vacation, 

the expenses of clothing and equipping children to return to school, or 

anticipation of the Christmas season. 
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Implications for Adult Education 

From the study on nonbusiness bankruptcy, three main implications 

can be made with reference to adult education. First, bankrupts are in 

need of money-management education, this fact being evidenced from the 

review of related literature, the responses from the judges' interviews, 

and the analyses of the data from the bankruptcy petitions. Reviewed 

literature suggested that bankrupts would welcome education or counseling 

in the area of money management. \Jhen such services were available, 

individuals in need of these services were often unaware that they 

existed. The literature reviewed suggested that the responsibility for 

money-management education for debt-distressed individuals is a community 

rather than a governmental responsibility. Findings from this study to 

support the need for money-management education were as follows: 

1. There has been an increase in the number of nonbusiness bank

ruptcy filings in Texas from 1966 through 1976. 

2. The judges characterized the average Texas bankrupt as 

having less-than-average knowledge about money management. 

3. The judges thought that education and/or counseling in the 

area of money management would help reduce the number of filings. 

4. The typical bankrupt in the sample did not keep financial 

records. 

5. The bankrupt was found to have three times as many liabil

ities as assets. 

6. The petitioner's income was well above the poverty level. 

7. Tbe average number of creditors owed by the petitioners 

exceeded twenty. 

file:///Jhen
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The second implication is that money-management education for 

adults should be planned to meet the unique needs of this group. Money-

management education based on findings from the study would include 

individuals who are 

1. Anglo, male, aged thirty to forty, with a high school 

diploma 

2. married, with a family of four to six members 

3. employed in a white-collar occupation 

4. somewhat embarrassed, with a sense of guilt over filing 

bankruptcy 

5. probably having family or marital problems 

6. characterized by bankruptcy judges as having less-than-

average knowledge in the area of money management 

7. quite mobile 

8. dependent upon occupational earnings as the primary source 

of income 

9- increasingly dependent upon credit cards for sources of 

credit. 

The third major implication for adult education has to do with 

planning the curriculum. Findings from the study indicated that the 

following should be included in money-management education: 

1. using credit wisely (contracts, interest rates, alterna

tive sources of credit, types of debts) 

2. budgeting 

3. keeping of financial records 
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4. evaluating cost of items 

5. communicating with creditors 

6. recognizing the debt-load capacity of households 

7. acquiring knowledge of how to increase net worth 

8. adjusting consumption to offset change in income and 

inflation. 

Recommendations for Further Study 

The researcher recommends the following studies related to adult 

education and nonbusiness bankruptcies: 

1. a longitudinal study of households filing bankruptcy to 

investigate the nature and extent of changes in money-management 

practices after having experienced bankruptcy 

2. a study to ascertain whether adults change basic money-

management practices after receiving training and counseling in money 

management 

3. a study to identify the competencies households filing bank

ruptcy have in consumerism and management 

4. a study expanding present research to include interviews 

with individuals filing bankruptcy petitions and also with bankruptcy 

lawyers 

5. a comparative study of petitioners who file straight bank

ruptcy and those who choose Chapter XIII, the Wage Earner Plan 

6. an analysis of Chapter XIII filings in Texas to determine 

their success. 
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APPENDIX A 

LETTER TO JUDGES 

715 Marlton 
San Marcos, Texas 78666 
February 4, 1977 

The Honorable Judge 
Federal Building & Courthouse 
1100 Commerce Street 
Dallas, Texas 75242 

Dear Judge 

I am doing research on personal bankruptcies in Texas from 1966-76 and 
would like your cooperation. The underlying purpose of the study is to 
gather information from which adult or continuing education prograuns 
can be planned to help people manage their money so as to prevent 
financial stress and bankruptcy. I have already visited the Federal 
Records Center in Fort Worth and am working out details concerning 
selection of petitions to use in the sample. 

Since there is apparently no pattern as to how often closed cases are 
transferred to Fort Worth, I will need to use about two per cent of the 
closed cases held in Dallas. In addition, I would like to interview 
the bankruptcy judges who have held their position for at least ten 
years. If you feel that you can give me the interview, I will send you 
a list of what I will be asking. They are simple questions which are 
usually not available from the petition, such as marital status, 
average number of dependents, ethnicity, etc., of the petitioners. I 
would also like to have your personal opinion as to how filings for 
personal bankruptcy could be reduced. 

As for the timing of the interview, I am free the week of March 14, or 
I could come any Monday or Friday after that week. I would like to 
make one trip serve for the interview and the abstracting of informa
tion from the closed petitions. No more than seventy-six will be used 
from any district. 

I shall look forward to hearing from you. 

Yours sincerely. 

Judy Allen 
Instructor in Home Economics 
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APPENDIX B 

INTERVIEW SCHEDULE 

JUDGE'S INTERVIEW 

Directions: The following questions concern personal or non
business bankruptcies. Persons who file such bankruptcies will be 
referred to as "bankrupts." The purpose of this interview is to gain 
information concerning bankrupts which is not available from the 
petitions. As there are no records giving the desired information, 
answers should be based on your observations and perceptions con
cerning the average bankrupt who appears before you. Of paurticular 
interest will be the trends or changes which you think have developed 
or are developing concerning the average bankrupt. 

Demographic Data 

District 

Number of years in present position 

Educational background: 

Other judicial experience: 

Been in any 
vocation other than law since graduating from college? 

Other p e r t i n e n t background information r e l a t ing to occupation: 
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APPENDIX B 

INTERVIEW SCHEDULE 

Interview Questions 

1. A. Of the total bankruptcies, could you estimate the per cent 
which are personal or nonbusiness? 

% Not sure 

B. Has this percentage changed significantly during your term of 
office? 

Yes No Not sure 

C. If y e s , what type of change? 

I n c r e a s e d Decreased Not sure 

2. A. What would you e s t i m a t e the educa t iona l l e v e l of the average 
bankrup t to be? 

Men Women Not sure 

B. Has t h e e d u c a t i o n a l l e v e l changed s i g n i f i c a n t l y during your 
term of o f f i c e ? 

Yes No Not sure 

C. If yes, how has it changed? 

Increased Decreased Not sure 

3. Among bankrupts, how would you divide them percentage wise as to 

sex? 

Male % Female % Not sure_ 

4. A. How would you distribute the bankrupts as to marital status? 

Single %̂ Married %̂ Divorced % Widowed %̂ 

B. Would you say there has been a change in the percentages in 
marital status during your term of office? 

Yes NO Not sure 
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4. C. If yes, how have they changed? 

Single: 
Married: 
Divorced: 
Widowed: 

Increased 
Increased 
Increased 
Increased 

Decreased 
Decreased 
Decreased 
decreased 

What would you estimate the number of dependents (including 
those away at college) in the household of bankrupt families 
to be? 

B. Are these dependents primarily children or adults? 

C. Has the type of dependent changed significantly in your term 
of office? 

Yes No Not sure 

D. If yes, how? 

A. What would you estimate the average age of individuals filing 
nonbusiness bankruptcy to be? 

Men Women 

B. Have you noticed a change in the average age of bankrupts? 

B. 

C. 

Yes No Not sure 

C. If yes, how? 

Men: 
Women: 

Older_ 
Older' 

Younger_ 
Younger 

How would you distribute nonbusiness bankruptcies among the 
following ethnic groups? 

Black̂  
Anglo 
Mexican American_ 
Other 

% 

% 

% 

Why do you think this ethnic group is ranked highest? 

Have you noticed a change in the ratio of nonbusiness bankruptcy 

filing by ethnic groups? 

Yes No Not sure 
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D. If yes, how? 

^^^^^ • Increased Decreased 
Anglo: Increased Decreased 

Not sure 
Not sure 

Mexican American: Increased Decreased Not sure 
*^^®^- Increased Decreased Not sure' 

8. A. What would you estimate the average income level of nonbusiness 
bankruptcies to be? 

B. Disregarding inflation, has there been a change in the income 
of nonbusiness bankinaptcies? 

Yes No Not sure 

C. I f y e s , how has i t changed? 

I n c r e a s e d Decreased Not sure 

9. A. What major type of occupat ions is represen ted most frequently 
by bankrup t s? 

Men Women 

B. Have you noticed a change in the type of occupations held by 
bankrupts? 

Yes No Not sure 

C. If yes, cite an example: 

10. A. Could you describe one or two major attitudes displayed by 
individuals filing for bankruptcy. (Examples: Are they 
relieved to get out from under their debts? Do they consider 
bankruptcy the only solution? Are they embarrassed? Do they 
feel guilty? etc.) 

B. DO you feel that there has been a change in petitioner's 

outlook on bankruptcy? 

Yes NO Not sure 

C. If yes, cite an example. 

11. What percentage of nonbusiness bankruptcies would you estimate 
have filed a prior bankruptcy petition? 

% Not surê  
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12. Research indicates that individuals who file for bankruptcy have 
been having money management problems for several years preceding 
the actual filing. I have listed some factors that have been 
found to precipitate the decision to file for bankruptcy. Would 
you rate each of the following factors on a scale of 1 to 5, with 
1 indicating little or no influence and 5 indicating much influence? 
Circle appropriate number. 

FACTORS SIGNIFICANCE 

Unemployment 

Accidents or unplanned 
emergencies 

Medical expenses 

Divorce or family problems 

Debt obligations associated 
with elderly parents 

ni-h<ars Qist) 

Little to 
None 

1 

1 

1 

1 

1 

1 

Averag( 

2 3 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

e 

4 

4 

4 

4 

4 

4 

Much 

5 

5 

5 

5 

5 

5 

Not Sure 

6 

6 

6 

6 

6 

6 

13. Compared to others you have known, how much financial management 
knowledge or information do you feel that individuals filing a 
nonbusiness bankruptcy possess? Choose one of the following 
descriptions. 

1. Little to no knowledge 

2. Less-than-average knowledge 

3. Average knowledge 

4. Better-than-average knowledge 

5. Much, knowledge 

6. Unsure of answer 

What would be an example to illustrate the description you chose? 

.,̂  Viavi na "better-than-average" or "rauch ôS:d̂ :rpi:r̂ .--nfn̂ ^^^^^^ -- -- -
contributed to their money management problems. 



14. A. 

115 

What do you think can or should be done to reduce the number 
of nonbusiness bankruptcies being filed? 

B. How much do you think money management education would help? 

1. Very much 

2. Quite a bit 

3. Little 

4. Not at all 

5. Not sure 

C. What three (3) major areas do you feel should be included in 
the content of money management education and for whom should 
it be designed? 

D. If money management counseling services were availeible, would 
you as a bankruptcy judge encourage the petitioners to accept 
the service? 

Yes No Not sure 

15. Are there any other aspects of nonbusiness bankruptcies that you 
think would help identify the characteristics of the average 
bankrupt or changes in this area? 
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2-7 

8-9 

10-11 

12 

13-19 

20-26 

27-33 

34-40 

41 

42 

43 

44 

45-51 

52-54 

55-57 

58-60 

61-62 

63-64 

65-71 

72-73 

74 

75-76 

80 

APPENDIX C 

RESPONSE ANALYSIS FOR BANKRUPTCY PETITION 

Bauikruptcy region 

Northern Eastern Western Southern 

Bankruptcy court nu«ber 

Year of bankruptcy 

2a. Occupation 

2b. Are you now en^loyed? 

1. No 2. Yes 

2d. Income from occupation in preceding year 

Income from occupation two years prior to filing 

2e. Income from other sources from preceding year 

Income from other sources two years prior to filing 

5a. Have you kept records within 2 years? 

1. No • 2. Yes 

7. Prior bankruptcy 

1. one time 2. two tines 3. three or more times 4. none 

8a. (lOa, b) Party to any suits now or the last year? 

1. one suit 2. two 3. three 4. four or more 5. none 

8b. (10c) Has any property been attached or seized? 

1. No 2. Yes 

B-4 (15c) Payment to attorneys_ 

Number of creditors owed: 

Schedule A-1 

Schedule A-2 

Schedule A-3 

Schedule A-4 

Schedule A-5 . 

Value of debts to creditors having priority (A-1) 

Month Filed 

Sex and/or Marital Status 

1. Married (couple) 2. Male 3. Female 

Mobility within last six years 

Card number 
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1-6 

7-13 

14-20 

35-41 

42-48 

49-55 

56-62 

63-69 

70-76 

80 

APPENDIX C 

REVISED FORMS - SUMMARY PAGE 

Bankruptcy Court Number 

A-2 value of debts to creditors holding security 

A-3 value of debts to creditors having unsecured' 
claims 

Ttotal value of debts (total on Schedule A) " 

B-1 Value of real property 

B-2, 3 Total value of personal property 

I. Liquid Assets 

B-2/A. Cash on hand 

Depos its /B. 

/H. 

/I. 

/J. 

/K. 

Livestock and other animals 

Farming supplies 

Office equipment euid supplies 

Machinery, equipt., supplies used in business 

/L. Inventory 

/O. 

/P. 

/R. 

Bonds and other instruments 

Other liquidated debts 

Interests in insurance policies 

TOTAL 

II. Household and Personal Items 

B-2/C. Household goods 

/D. 

/E. 

/F. 

/G. 

/M. 

Books, pictures, and collections_ 

('/earing apparel 

Automobiles 

Boats 

Other tcuigible personal property_ 

TOTAL 

III. Non-Liquid Assets 

B-2/N. Patents and other general intangiblcs_ 

/Q. Contingent and unliquidated claims 

/S. Annuities 

/T. 

/U. 

A. 
B-3/A. 

/B. 

Interests in corporations 

Interests in partnerships 

Equitable and future interests, etc._ 

Property assigned to creditors 

Property not othezvise scheduled 

TOTAL . 

B-4 Value of property claimed as exempt_ 

Card Number 
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APPENDIX C 

OLD FORMS - SUMMARY PAGE 

1-6 

7-13 

14-20 

21-27 

28-34 

35-41 

42-48 

49-55 

56-62 

63-69 

70-76 

80 

Bankruptcy Court Number 

A-2 Value of debts to creditors holding security 

A-3 Value of debts to creditors having unsecured 
claims 

A-4 Value of notes and bills paid by other parties 

A-5 Accommodation paper 

Total value of debts 

B-1 Total value of real property 

B-2, 3, 4 Total value of personal property 

I. Liquid Assets 

B-2/A. Cash on hand 

/B. Negotiable and non-negotiable instruments 

/C. Stock in Trade_ 

/F. Horses, cows, and other emimals 

/H-. Farming stock and implements 

/J. Machinery, fixtures, and tools_ 

B-3/A. Debts due on open accounts 

/B, Policies" of insurance 

/D. Deposits in banks and elsewhere_ 

TOTAL 

II. Household and Personal Items 

B-2/D. Household goods_ 

/E. Books, prints and pictures_ 

/G. Automobiles__ 

/I. Shipping and shares in vessels, 

/L. Other personal property 

TOTAL 

III. Non-Liquid Assets 

B-2/K. Patents, copyrights, and trademarks 

B-3/C. Unliquidated claims _ 

B-4 Property in revision, remainder or trust__ 

TOTAL 

B-5 value of property claimed as exempt 

Card Number 


