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Executive Summary
Executive Summary

By many measures, the challenges of financial insecurity in the United States have
reached alarming proportions. The historically and comparatively low (negative) savings rate,
record levels of household debt, and half of all households nearing retirement with less than
$10,000 in a 401(K) type plan or IRA, are all signals that as a nation we are not as financially
secure as we should be. Until 2006, bankruptcy filings were climbing at an unsustainable pace
and the most recent Census Bureau figures related to income, and health insurance indicate that
middle and lower-income households are losing ground. The information presented in this report
provides some important insights into the situation as it is experienced by Utah households.
1. Measures of financial instability among middle and low-income households indicate
growing levels of indebtedness, income and asset inadequacy, financial illiteracy, and
lack of preparation for emergencies, post-secondary education, and retirement.
Collectively, the indicators demonstrate an individual and society challenge on par with
other state concerns such as K-12 education, transportation, and health care.
2. Through 2005, bankruptcy filings, perhaps the most extreme measure of financial
instability, had reached record levels.
3. Bankruptcy and financial instability are multi-faceted and complex problems, but of the
five categories of “risk factors” identified in focus groups - financial management skills,
economic factors, lending practices, cultural norms and personal/family dysfunction - the
two most significant contributors to financial stability among the general population are
financial management skills and economic factors, including health care.
4. Utahns show a high level of financial awareness and commitment to saving, yet
simultaneously report high levels of concern about their ability to save and their
economic security.
5. In addition to “inadequate savings,” Utahns are most concerned about low-wages/
insufficient income, lack of adequate health insurance, and high mortgage debt.
6. While income is certainly an important aspect of financial security, alone it is not the
most significant predictor of one’s ability to save and live within his/her means. Middleincome households indicate more concern about their ability to live within their means
and save money than those with lower incomes.
7. Credit card debt is not solely an indicator of poor financial decisions and conspicuous
consumption, it is also an indicator of the inability to make ends meet for basic needs.
8. While the lack of adequate health insurance and high medical costs are primary concerns
among Utahns, medical debt and the billing/collection practices of providers and
hospitals are not.
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9. Family size and early family formation are not as much of a concern for Utah households
as economic challenges, but they do impact financial stability among many families.
10. There is a notable disconnect between how people perceive their own financial behavior
and how they perceive that of others; and there are indications of a disconnect between
Utahns’ self-reported behavior and behavior as described by other studies.
Given the current and looming challenges faced by a growing number of Utahns and
Americans who are unprepared, both for immediate financial challenges and long-term needs
such as retirement, all of these issues must be addressed in ways that are integrated and systemic
in nature. United Way of Salt Lake believes that solutions to these challenges should be created
through a collaborative process that involves private sector, religious and public sector leadership
focused on developing ideas that help every Utah household gain the income and assets, health
security, and financial knowledge and habits necessary to achieve financial security.
To accomplish this goal, United Way of Salt Lake recommends the creation of a
Financial Security Council comprised of business, religious, and public sector leaders
committed to developing systemic solutions in the areas of income and assets, health
coverage and costs, and financial education. The Council would establish working groups
for each area, and fund any research necessary for the development of one or more
comprehensive proposals in each area. The Council would complete its work and present
plans for public comment in 2007, and if necessary, action by the Utah Legislature in 2008.
In addition, there are several immediate actions that can be taken by Utahns to improve
their savings and financial stability, and there are also specific policies that can be implemented
immediately to address these issues, particularly for low- and moderate-income Utahns.
Immediate Actions that Utahns Can Take on Their Own:
1. Take advantage of free savings supports, trusted financial information, and preferred
financial products by joining Utah Saves (www.utahsaves.org or call 2-1-1).
2. Split your tax refund or adjust your withholding and direct part to a savings account.
3. Open a higher education savings account with the Utah Education Savings Plan.
4. Enroll in your employer’s 401(k) plan and/or open an Individual Retirement Account.
5. Take advantage of the federal Earned Income Tax Credit and Volunteer Income Tax
Assistance Programs. (www.utahtaxhelp.org or call 2-1-1).
Policy Recommendations that Could be Implemented Immediately:
1. Establishing a state Earned Income Tax Credit (EITC).
2. Making funding for federal EITC outreach and Volunteer Income Tax Assistance
(VITA) permanent.
3. Increasing or removing asset limits in Medicaid, welfare and Food Stamps.
4. Increasing funding and expanding state-allowed uses for Individual Development
Accounts (IDAs).
5. Increasing health insurance coverage, particularly for working adults.
6. Increasing income through targeted economic development and a modest increase in
the state minimum wage.
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Introduction
Introduction

In 2004, United Way of Salt Lake’s Community Assessment identified 17 priority
problems impacting the quality of life in our communities. These challenges range from crime,
domestic violence and substance abuse, to lack of affordable health care and housing.
Underlying these problems, most of which are increasing in severity and scope, our study found
four core issues that contribute significantly to the more symptomatic challenges.
1. Insufficient income
2. Lack of life skills

3. Inadequate child supervision
4. Barriers to education

In an effort to find lasting solutions to the many problems faced by families and
communities, United Way of Salt Lake has developed strategic initiatives and is targeting our
work towards four community priorities that go “upstream” to address the underlying causes of
our communities’ most pressing needs.
3. Strengthening child and youth
1. Improving financial stability
development
2. Building life skills
4. Removing barriers to education
UWSL continues to work to meet basic needs and strengthen the safety net for vulnerable
households, but it is clear that to truly solve the problems that impact families, our communities,
the charitable sector and our economy, we must gain greater understanding of the underlying
causes and develop collaborative, sustained efforts to achieve long-term solutions. To this end,
UWSL convened a group of bankruptcy experts in 2005 and began a research project to further
understand the aspects of financial instability that contribute to Utah’s high bankruptcy rate. As
bankruptcy is perhaps the most extreme characteristic or outcome of financial instability, and
Utah’s bankruptcy rate is so significantly higher than the national average, it makes sense to
focus research and attention on this particular issue. The Utah Foundation, the Salt Lake
Tribune, and Utah State University had recently completed important research on bankruptcy in
Utah, yet there remained a need for both further analysis and the development of proactive
strategies to address Utah’s bankruptcy problem.
It’s also important to note that the foundation of UWSL’s long-term community change
efforts is the belief that real and lasting solutions can only be achieved if focused on the “right”
problem. Many problem-solving efforts fail when the cause of the problem is not fully
understood. The fact that Congress was poised to pass major bankruptcy reform legislation
touted as the solution to the bankruptcy problem in the U.S. also contributed to our desire to
better understand the issue.
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Bankruptcy in the
United States
Bankruptcy in the United States

Since 1985, personal bankruptcies in the United States have risen steadily and
dramatically, from approximately 300,000 per year, to more than 2,000,000 in 2005.1
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The dramatic increase in bankruptcy has led to much research and study over the past
several years into its causes, with several key trends being associated with bankruptcy in studies
at the local and national levels:
Easier/increased access to credit: “Because of regulatory changes, the desire for increased
profits, significant technological innovations, and liberalization in some government mortgage
support programs, lending institutions began extending credit to millions of borrowers who
previously would have been denied credit, both for mortgages and for other consumer loans.” 2
This easier access to credit has often been beneficial to consumers, particularly those with lower
incomes, but it has also carried with it unprecedented risks and spurred dramatic growth in
abusive and predatory lending practices. Consumers are targeted with an overwhelming 5 billion
credit card solicitations each year, up from 1.5 billion offers in 19933, and the amount of
available credit being offered has soared from $777 billion to nearly $3 trillion since 1993.4
United States Bankruptcy Court, Administrative Office of the U.S. Courts. (http://www.uscourts.gov/
bankruptcycourts.html)
1

Remarks by Federal Reserve Board Governor Edward M. Gramlich at the Financial Services
Roundtable Annual Housing Policy Meeting, Chicago, Illinois (May 21, 2004)
2

3

“Credit Card Pricing Developments and Their Disclosure,” Federal Reserve Bank of Philadelphia, BAI
Global Mail Monitor (2003)
4

Consumer Federation of America, 2001 (http://www.consumerfed.org/pdfs/travpr.pdf)
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Increased gap between income and the cost of basic needs (housing, transportation, energy,
etc.): Real median income in the United States was lower in 2005 than it was in 1999,5 and
nearly a quarter of all workers in the U.S. are earning below poverty-level wages.6 For those
living in poverty, a record 43.1% were living in deep poverty, on incomes less than half of the
federal poverty level.7 As wages and household income for middle and lower-income
households has declined or remained relatively flat, costs for certain basic needs have increased
at rates far exceeding typical inflation. Gas (fuel) prices increased by 74% between 2002 and
2005, while costs for medical care, housing, utilities have also outpaced the Consumer Price
Index (CPI-U) for all goods and services.8
$14.0
$13.2
$12.4
$11.6
$10.8
$10.0
1980

1990

2000

2001

2002

2003

2004

2005

Median Utah Wages (in 2005 dollars)9

5

Income, Poverty and Health Insurance Coverage in the United States, 2005 U.S. Census Bureau (2006)

6

The State of Working America 2006/2007, Economic Policy Institute (2006)

7

Income, Poverty and Health Insurance Coverage in the United States, 2005 U.S. Census Bureau (2006)

8

U.S. Department of Labor, Bureau of Labor Statistics (2006)

9

Economic Policy Institute analysis of Current Population Survey data (Using CPI-U-RS).
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Declining access to health insurance and the rising cost of both premiums and out-ofpocket health care expenses: The 2006 Current Population Survey also found that health
insurance coverage is declining for Americans. The number of uninsured rose from 41.2 million
in 2001 to 46.6 million in 2005, and the number of uninsured children increased to 8.3 million in
the same period.10 Even those who have insurance often encounter financial challenges due to
costs for both the insurance itself and for out-of pocket expenses. The graph below shows
significant growth in the number of people spending more than 25% of their income on health
care costs, as average premium costs for employer-sponsored health coverage have increased by
nearly 33% between 2001 and 2004. 11
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People Spending More than 25% of Income on Health Costs

Increased consumer debt: Median debt as a percentage of median income has increased by
30%, to 108.4%, the highest figure since the Federal Reserve began measuring this indicator.12
The aggregate debt to income ratio for the nation has also reached an all-time high of 118%.13
According to the Federal Reserve Bank of San Francisco, “much of the recent run-up in
household debt has been mortgage-related . . .borrowing against home equity generated an
average of $425 billion per year in spendable cash from 2001 through 2004, more than twice the
average over the preceding four year period.”14 Not all of this increased debt is secured in
people’s homes, however. The percentage of households carrying credit card debt has increased

10

Income, Poverty and Health Insurance Coverage in the United States, 2005 U.S. Census Bureau
(2006)
11

Estimates pepared by the Lewin Group, Published in, Health Care - Are You Better Off, Families USA
(2004) Figures for “people” include both employees and their dependents.
12

Weller, Drowning in Debt, Center for American Progress (2006)

13

Lansing, Spendthrift Nation, Federal Reserve Bank of San Francisco (2005)

14

ibid.
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each year since 1989 and is now between 46%15 and 60%. 16 According to the Federal Reserve
Board’s Survey of Consumer Finances, median levels of credit card debt increased by 63%
between 1989 and 2004, to $2,150.17 However, the average balance carried has soared to $9,312,
up from $3,275 in 1992.18
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In addition to growing mortgage and credit card debt, young adults are increasingly beginning
their careers with significant debt from their education. In Utah, for students who take out a loan
and graduate from a 4 year institution, the average debt was $14,400 upon graduation in 2006. 19
Decreased household savings: In 2005, the U.S. personal savings rate fell below zero20 for the
first time since the Great Depression. As recently as 1980, Americans were saving roughly 10%
of their income, but that figure has been declining steadily over the past 25 years.

15

Survey of Consumer Finances, Federal Reserve Board (2004)

Facts About Consumer Credit Card Debt and Bankruptcy, Consumer Federation of America (http://
nacba.com/files/new_in_debate/Credit_Card_Debt_Bankruptcy.pdf)
16

17

Weller, Drowning in Debt, Center for American Progress (2006)

18

Cardweb.com as reported in U.S. News and World Report (http://www.usnews.com/usnews/biztech/
articles/050808/8debt_2.htm)
19

Utah Educational Savings Plan, Utah State Board of Regents (2006)

20

U.S. Department of Commerce, Bureau of Economic Analysis (2006)
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As a broader measure of saving behavior, this decline represents several more specific areas of
concern. Less than half of all American households owned stock of any form in 2004, including
mutual funds and 401(k) plans, and the percentage of those with more than $5,000 in stock has
fallen from 40% to 35% (the average value of stock holdings for the middle quintile of
households has also declined from $12,500 to $7,500). Of greater concern may be the fact that
30% of American households had net worth of less than $10,000, and 17% had zero net worth.22
In addition to being unprepared for minor emergencies such as a car repair or major emergencies
such as a job loss, these figures also suggest a growing number of Americans are unprepared for
major planned expenses such as college and retirement. Indeed, surveys of retirement
confidence and preparedness show that most Americans are unaware of how much money they
will need to retire, and most do not expect personal savings to be a source of their retirement
income.23

21

There is some debate about whether or not the savings rate is the most accurate measure of actual
household saving because the definition (after-tax personal income minus consumption) does not include
capital gains on stock and real estate. This debate is described thoroughly by Federal Reserve Senior
Economist Kevin Lansing in Spendthrift Nation, Federal Reserve Bank of San Francisco Economic Letter,
Number 2005-30, November 10, 2005. While it is important to acknowledge that capital gains do
increase household net worth, they are not included in the savings rate calculation because “they
represent the return from past saving activity which has already been counted [and] assets showing
capital gains today were presumably acquired in the past using the residual of disposable income minus
consumption. . .Capital gains on previously acquired assets can also be temporary if they are the result of
speculative price appreciation, [and even if permanent] price appreciation on previously acquired assets
does not create any new productive assets [which are] a crucial source of long-run productivity gains and
improved living standards.” Lansing also points out that other measures point to a decline in actual
saving such as personal consumption rates and the ratio of total household debt to personal disposable
income.
22

State of Working America 2006/2007, Economic Policy Institute (2006)

23

Saving for Retirement in America, Retirement Confidence Survey. Employee Benefit Research Institute
(2006)
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In addition to these broader trends, there has also been some attempt to look at more
specific issues as possible explanations for the rise in bankruptcies. For example, the practices
of bankruptcy attorneys, rising divorce rates, billing practices of medical providers, and the
perceived decline in social stigma for bankruptcy filers have also been put forth as potential
causes of rising bankruptcy rates. In general, the debate about the causes of bankruptcy and the
related research boils down to two contrasting views. The first argues that personal failings and
irresponsibility are primarily to blame. This view cites poor financial habits, excessive
consumerism, credit abuse, and the willful desire to accumulate and escape debts as the primary
reason for bankruptcy. In contrast, others argue that low wages, high housing costs, inadequate
health insurance, abusive credit practices, and dramatically increased access to credit are to
blame.
Though there is no academic or public consensus on the primary causes and solutions to
the bankruptcy problem, the disastrous implications of bankruptcies continuing to rise at such an
alarming rate (the rate of the increase has led some researchers to observe that “by 2025, every
household in the United States would be filing [for bankruptcy] every year.”24) led Congress to
pass sweeping bankruptcy reform legislation in 2005. The immediate impact of the legislation
was to spur a sharp increase in filings prior to the law taking effect, followed by a steep decline
in bankruptcy filings in the final quarter of 2005 and the first quarter of 2006. Unfortunately,
data from the second quarter of 2006 show filings picking up speed again. According to
Lundquist Consulting and the National Bankruptcy Research Center, after a sharp decline in
overall filings, the number of filings in the second quarter of 2006 increased by 39%. Perhaps
more alarming, “bankruptcy rates appear to be increasing steadily towards previous levels. Since
November of 2005, filing rates have increased 4-fold and now average over 2,000 per day.”25
Given the generally healthy economy, this raises the question of whether the 2005 reforms
actually addressed the primary causes of the bankruptcy problem.

24

The New Bankruptcy Epidemic: Forecasts, Causes, and Risk Control, SMR Research Corporation
(2001)
25

Chris Lundquist (http://www.lundquistconsulting.com/news.html); National Bankruptcy Resource Center
(www.nbkrc.com).
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Bankruptcy in Utah
Bankruptcy in Utah

National bankruptcy trends, and the impact of the Bankruptcy Abuse Prevention and
Reform Act of 2005, are mirrored in Utah, though the extent to which bankruptcy impacts Utah
households appears greater than the nation as a whole. While Utah’s bankruptcy rate has
historically been higher than the national average, since the early 1980s Utah has ranked in the
top ten, and since 2000 in the top three.26
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Utah’s unfortunate status as a “leader” in bankruptcy filings seems to present a stark
contrast to Utah’s well-known and well-deserved reputation as a state that places a high value on
personal responsibility, hard work, and self-reliance. However, this apparent irony exists only if
one presumes that bankruptcy is primarily the result of personal failings, credit abuse and sloth –
a conclusion that is not supported by a comprehensive analysis of bankruptcy filings and the
reasons people file.
Over the past several years, researchers, reporters, and others have attempted to explain
the reasons for Utah’s unusually high bankruptcy rate. Several possible reasons have been put
forth for consideration.
26

Going for Broke: Utah’s Alarming Bankruptcy Problem, Utah Foundation, 2004.

27

ibid. and U.S. Bankruptcy Court, 2006
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Repeat Filings
Utahns have been more likely than filers in other states to attempt to repay their debts
under Chapter 13 of the bankruptcy code, which is used to allow individuals to restructure their
debts and enter into a repayment plan over several years. Chapter 13 typically allows the
individual to retain their home, while Chapter 7 bankruptcies, which result in a complete
discharge of debts, require individuals to liquidate their assets. Unfortunately, many Chapter 13
cases are not resolved and filers either “convert” to Chapter 7 or end up needing to file again for
bankruptcy in order to gain a fresh start. 28,29
According to the Utah Foundation, states “with historically high bankruptcy rates are
over-represented in the top tier of states with high Chapter 13 filings. An in-depth study of
repeat filing was recently published based on a 10 year analysis of 13 million bankruptcy records
from all 50 states. Utah’s repeat filing rate was found to be more than double the national rate
(35% vs. 16%), and was the highest of any state in the country. This study found a strong
statistical correlation between a high Chapter 13 filing rate and a high repeat filing rate.30 It may
be that the combination of a high rate of Chapter 13 filings plus a low rate of Chapter 13 success
leads to multiple filings and high bankruptcy filing rates.31 However, the discrepancy between
the percentage of Chapter 13 filings in Utah (which is higher than the national average) and the
percentage of those ultimately successful at repaying their debts (which is substantially lower
than the national average) suggests there are other significant factors at play in Utah.
Cultural, Demographic, and Economic Factors
Utah has larger families and a younger population than the nation as a whole. Utahns
also marry younger and have children earlier. These unique characteristics manifest themselves
economically in some important ways. The direct costs of raising more children (food, clothing,
medical, education, and other expenses) are greater for Utahns, and larger families also lead to
larger homes, more and bigger cars, and greater overall household debt.32 The Utah Foundation
also points out that “seven of the top 10 most generous states [in terms of charitable giving] are
also states that have historically high bankruptcy rates.” The greater expenses of larger families
must be met with income from an economy that has historically paid Utah workers less and is
evolving in very important ways. According to the Bureau of Labor Statistics, average annual
pay in Utah is 82% of the national average. 33

28

Lown and Rowe, A Profile of Consumer Bankruptcy Petitioners, Utah State University, 2002.

29

Evans, D.A., Predictors of 1997 Chapter 13 Bankruptcy Completion and Dismissal Rates in Utah,
upublished Masters Thesis, Utah State University, Logan Utah (2004).
30

Golmant and Ulrich, Bankruptcy Repeat Filings, ABI Law Review, Vol. 14:169 (2006)

31

Utah Foundation. (2004).

32

Lown, Rowe; Utah State University (2002) and Utah Foundation (2004)

33

Governor’s Office of Planning and Budget, State of Utah (2006) http://www.governor.utah.gov/dea/
Forecasts/avgpay.pdf
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More Recent Research
Many of the explanations put forth in 2002 and 2004 were corroborated in an in-depth
study published by The Salt Lake Tribune in January 2005.34 Personal choices, cultural,
demographic, legal, and economic factors can all be found on the path to bankruptcy, and sorting
out the specific reasons for Utah’s higher than average rate is an important challenge. However,
it would be a mistake to delay action on those causes of bankruptcy that are generally understood
and accepted as common throughout the country. United Way of Salt Lake’s bankruptcy
research initiative was undertaken with the goal of adding to the existing body of knowledge a
qualitative perspective from recent bankruptcy filers themselves, and more importantly to
examine the perspective of Utahns in general related to the risk factors that contribute to
bankruptcy. Combined with the quantitative analysis of bankruptcy filers conducted by Utah
State University, Utah Foundation, The Salt Lake Tribune, and national researchers, we believe
this study can focus attention on the most obvious and straightforward strategies for reducing
bankruptcy in Utah and the financial instability which plagues so many Utah families.

UWSL’s Bankruptcy
Research Initiative
UWSL’s Bankruptcy Research Initiative

Overview
In consultation with bankruptcy and research experts from Utah State University, the
University of Utah, the non-profit and private sectors, United Way of Salt Lake contracted with
Dan Jones and Associates to conduct additional bankruptcy research in the summer and fall of
2005. The study was designed to gather qualitative data directly from bankruptcy filers through
focus groups, and then to gather more quantitative data from the general public through a
statewide telephone survey representing all households.
Eight focus groups with 55 bankruptcy filers in five counties (Salt Lake, Tooele, Utah,
Carbon, and Washington) were held to better understand the issues, behaviors, and conditions
that lead to bankruptcy in Utah (i.e. risk factors). Focus group participants had filed for
bankruptcy within the past year.
Subsequently, a statewide telephone survey of nearly 2000 households in Utah was
conducted to test the prevalence of the risk factors in the general population and measure
Utahns’ perceptions of risk and financial instability.
34

Utahns and Bankruptcy: Why We’re Going Broke, The Salt Lake Tribune (2005)
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Focus Groups
Focus Groups

Profile of Focus Group Participants
Participants in the focus groups completed a detailed questionnaire prior to the group
discussions. These data provide important background about the subjects and give context to the
research findings.
•
•
•
•
•
•

Most had between 2-6 dependents in the home
70% were buying a home and 75% had health insurance
Incomes prior to filing varied widely, though 90% of the respondents earned less than
$55,000 since filing
The majority had one household income, 25% were unemployed, and another 25%
held two or more jobs
50% of the respondents used four or more credit cards prior to filing bankruptcy, 14%
had no credit cards prior to filing; 70% had no credit cards since filing
Only five of the 55 filers had ever taken a personal finance class

Filers who participated in the focus groups identified 39 “risk factors” that contributed to
their seeking bankruptcy protection. These risk factors covered a broad spectrum, and included
such things as disability, job loss, divorce, substance abuse, overspending, excessive debt, lack of
health insurance, insufficient income, poor financial management skills, and high housing costs.
Unplanned Events
While financial problems were chronic for some, and not for others, nearly everyone who
filed did so after a significant unplanned event. Most commonly this was the loss of a job or
household income (through death, divorce, pregnancy, lay-off, catastrophic illness/disability, or
small business failure). Occasionally these events were such things as significant health care
costs related to illness or injury even though income remained stable, and infrequently the
unplanned event was related to a crime, such as theft or fraud. These findings were consistent
with other research that has tested whether overall debt burden or “trigger” events were the main
cause of bankruptcy and found that while debt burden is relevant, the more significant “causes”
were trigger events.35

35

Getter, D.E. Contributing to the Delinquency of Borrowers, Journal of Consumer Affairs 37, 86-100
(2003)
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Beyond those risk factors associated with unforeseen events, the remaining risk factors
leading up to bankruptcy can be grouped into five other categories (though there is significant
overlap among them in each household situation).
Economic Risk Factors
Low wages relative to the cost of living was the most common economic factor
mentioned by focus group participants. Many also mentioned difficulty finding a “sustainable”
job, and in some cases, difficulty finding any job at all. Some participants recognized their own
lack of education and marketable skills as contributing to their challenges, while others were
well-educated and still faced challenges in the job market due to low wages or the economic
downturn after 2001.
Lack of access to affordable health insurance was also a primary concern for many
participants, even though a majority had health insurance at the time of their filing. Many filers
had chronic medical needs requiring expensive ongoing treatments and prescription medications,
and some mentioned the lack of access to medical specialists in rural areas as contributing to
their financial difficulties. The high cost of housing relative to income was also a major concern
for those filing for bankruptcy. Consistent with data from actual bankruptcy records, average
housing costs as a percent of net monthly income was 47%, far above the 30% recommended by
housing and finance industry professionals.
VOICES OF BANKRUPTCY FILERS
“My husband worked long hours and holidays, but we still lived payday to payday. We aren’t
extravagant spenders either. When the company went bankrupt four years ago, we spent his 401
(k), all of our savings, and did what we could, but it was just too much.”
“My wife and I have prescription costs of over $1400/month.”
“My husband lost his job with no warning. He has Type I diabetes and all of a sudden we were
without health insurance.”
“We have around $55,000 of medical debt due to loss of employment. You have insurance, then
you don’t. You have an ambulance ride, you have a child and it’s not covered. It’s stuff like that
that puts you in the hole. It’s hard to dig out.”
Lending Practices
Lending and collection practices were also a common area of concern and risk for
bankruptcy filers, and the concern was not limited solely to credit card companies. In many
cases, the practices mentioned were the same marketing and credit policies that are commonplace - marketing to teens and others without income, offering enticing rates to sign up followed
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by much higher rates down the road, high penalties and fees for late payments, and the practice
of “universal default,” where a late payment on one account can result in higher interest rates on
cards for which the person has never made a late payment.
Most focus group participants also described an intense pressure applied by creditors in
the period leading up to their bankruptcy, sometimes reaching the point of aggression. These
prolonged and painful collections battles took an enormous emotional toll on most filers - and
yet to their great surprise, nearly every one of them was deluged with new offers for credit (on
very unfavorable terms) immediately after their bankruptcy was complete (and in some cases
while their bankruptcy case was still open). These were not “coincidental” offers from
companies unaware of their financial situation, but rather offers targeted to bankruptcy filers and
specifically mentioning their bankruptcy.
VOICES OF BANKRUPTCY FILERS
“I have a boy who is 17 and he’s constantly getting credit card offers and I’m always throwing
it away. It is almost daily. As soon as they are 18, they are just inundated.”
“Part of the stress on me is that I have a wife and four small children. That weighed heavily
upon me. If I didn’t have anyone depending upon me, I probably would have…checked out.
The last thing I ever want to do is not be here for them.”
“Ever since I filed for bankruptcy I receive a notice every day that someone wants to give me a
new car. With my credit history, I wonder why.”
“The credit card companies called at midnight - called us a loser because we didn’t pay. Then
they’d use more aggression. I had to tell my wife to just hang up. They had her in tears.”
“The more you talk to collection agencies, the angrier they become and use derogatory
language. A $16 check became $1,250. They just tacked on all the fees.”
“Right after we walked out of court, [the attorney for one of our creditors] said, ‘We want to
re-establish credit with you.’”
Lack of Financial Management Skills
Not surprisingly, poor financial decisions played a significant role in people’s path to
bankruptcy. Sometimes, these decisions were simply the result of a lack of education about
insurance or finance, or inattention to financial matters. Not understanding the real cost of credit
and not having good financial role models were also mentioned in this regard. Other times it was
clearly the behavior of using credit to satisfy immediate wants or purchase more than the family
could actually afford. Though in many cases, inappropriate use of credit was a survival tool for
families whose income wasn’t sufficient to meet their basic needs, or as a safety net in the face of
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an unplanned emergency. Once people got into debt, regardless of the reason, it was common for
them to take on additional credit offers and to continue the cycle of borrowing in order to make
minimum payments on other cards or loans.
VOICES OF BANKRUPTCY FILERS
“I was borrowing more money to cover one loan and then borrowing again to cover that loan. I
was getting in deeper and deeper and spending it on unnecessary items.”
“I bought a boat, so I had to buy a truck to pull it.”
“I lived on those credit cards. I would use credit cards and not look at price tags. I would just
go and buy. If my credit card limit was $5,000, it was maxed. If it was $2,000, it was maxed. It
didn’t matter, I had several. I thought as long as I could make the minimum payment, that is all
that mattered.”
“We definitely weren’t living within our means, but I didn’t want to admit that . . . it was pride.”
Cultural Norms and Personal Life Choices
Cultural factors were the dominant risk factors for some filers, although like those factors
associated with family dysfunction, it was not the majority. Some described marrying or having
children before they were financially prepared, while others found that remarrying and adding
dependents was more than they could handle. The primary risk factors in this category had to do
with social and peer expectations, or the perception of those expectations. This pressure to “keep
up with the Joneses” was mentioned by numerous participants.
VOICES OF BANKRUPTCY FILERS
“In Florida, I didn’t know the people who were four houses down. Here in Utah I know my
neighbors. There is more pressure. Where I live, one guy bought a Yukon. Within six months,
several other families have new SUV’s.”
“There’s a lot of social pressure where I live. My daughter was complaining about her $2000
car at high school. I’m not saying we needed to get her a Cooper or anything, but she asked,
“can we get close to that?” I had a lot of pressure.”
“My husband and I were married young and had our first daughter right off. Things were very
tight so I got a job, but earned very little. We’ve pretty much always lived payday to payday.
“We started having more kids, and I wanted them to have the best of everything. My wife does
not work and I would sit up at night wondering how we were going to make it.”
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Personal or Family Dysfunction
One of the most common unplanned events resulting in bankruptcy is the dissolution of a
marriage where two incomes are necessary to survive. This was evident in the focus groups as
were behaviors that undermine both the finances of a family and the marriage itself. Often these
behaviors were associated with substance abuse, other times it was fraud, theft or criminal
activity. In a few cases, gambling problems were the cause of the family dissolution.
VOICES OF BANKRUPTCY FILERS
“Drugs and alcohol don’t help. I don’t really have a very good relationship with my wife. She
sleeps at one end of the house and I sleep in the other, and that’s just fine with me. She had a
son that had drug problems and he comes and goes…and the bickering. If you’re bickering
internally, it costs more money, like I go out to eat and I’ll spend a lot of money. I have no
problem going out and spending $40 a day on food because I don’t want to come home.”
“My ex is an alcoholic. He had $60,000 in medical bills.”
“After nine years of marriage, my husband left me and four children. He was on crack.”
“I wasn’t able to play all the roles I needed to after my divorce. I was trying to be a good
mom, employee and student - something had to give and it wasn’t going to be my baby.”
General Observations
Most variables related to bankruptcy transcended all groups regardless of the
geographical area. Overall, filers who participated represented a wide range of incomes,
education levels, religions, and geographic locations, indicating that bankruptcy can impact
anyone and there is not a single profile of bankruptcy filers. We also found that filing for
bankruptcy takes a significant emotional toll on people – people felt an enormous amount of
pressure, fear, stress, marital conflict, and shame as a result of their financial problems and the
act of filing for bankruptcy.
Within each category of risk factors, the use of credit looks somewhat different. Where
lack of financial management skills or family dysfunction was the dominant category, credit was
used for unnecessary and sometimes extravagant purchases. However, where economic or
cultural risk factors were dominant, credit was primarily used as a tool for survival – paying
medical bills and purchasing necessities such as food, prescriptions, gas, car repairs, and school
clothes. Overall, it was very interesting to note that 75% of all participants’ credit card debt was
incurred for necessities.
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The experience of filing for bankruptcy also changed respondents’ views of credit cards.
Whereas a majority used more than four credit cards before filing, more than 70% reported
having no credit cards since filing. This aversion to “easy credit” could change over time,
however, if financial pressures or behavior patterns return, and given the fact that respondents
reported receiving “10 times” the credit card offers after filing as they got before filing.
One final observation drawn from the focus groups is the risk posed by increasingly easy
credit and the role of aggressive credit practices. There was a strong sense of personal
responsibility among focus group participants and a clear desire to avoid debt and be better
prepared for life’s challenges. However, in many cases the economic situation of the family
remains precarious – their income is still insufficient, health problems still exist, and they
continue to live on the edge. Despite their aversion to credit, these families are targeted with
frequent and high cost credit offers, sometimes even before their bankruptcy case has been
discharged. Bankruptcy records are being used as marketing tools to offer sub-prime credit
terms to those who are least equipped to handle them.

Household Survey
Household Survey

Research Objectives
The purpose of the household survey was to compare the perspectives of a random
sample of Utahns to the qualitative data gathered during the focus groups with recent bankruptcy
filers in order to further understand the issues of bankruptcy and financial instability in Utah. It
was also our intention to measure Utahns’ perceptions about the causes of bankruptcy and their
own levels of personal financial risk and to understand what factors most affect Utahns’ financial
stability. Finally, the survey was also intended to determine whether, and to what extent, the
billing practices of health care providers contribute to Utah’s bankruptcy problem.
Procedures (Questionnaire, Sample, Fieldwork, and Data Analysis)
To meet the research objectives, telephone surveys were conducted of a demographic
cross-section of 1,963 heads of households from across the state during August, 2005 in the Dan
Jones & Associates Data Collection Center where interviewers are supervised and monitored.
The total includes an over-sample of 450 heads of households from Tooele, Uintah, Washington,
and Weber counties was collected, due to the disproportionately higher rates of bankruptcy
filings in those counties, or in the case of Uintah County, the uniquely cyclical nature of the
regional economy.
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Dan Jones & Associates worked with a committee of bankruptcy experts convened by
United Way of Salt Lake to formulate a questionnaire that met the objectives of the research.
Respondents were interviewed during evening hours. A pretest was conducted prior to any
fieldwork to check the questionnaire for length, flow, and clarity. UWSL approved the
questionnaire, including any changes resulting from the pretest, prior to implementation.
For the purpose of this research, Dan Jones & Associates utilized a random systematic
sampling procedure, giving each household within the state of Utah an equal opportunity of
being selected for the statewide sample, and each household within the counties included in the
over-sample an equal opportunity of being selected for the over-sample interview.
The margin of error for this survey is ± 2.5% for the statewide sample of 1513. The margin of
error increases for the responses of subgroups within the data.
Dan Jones & Associates employs professional, experienced interviewers who have
worked on numerous surveys to date and proven to be reliable, thorough, and able to develop
excellent rapport with respondents. Both structured and unstructured questions were used to
measure intensity of opinions and to assess the perceptions of respondents. Demographic
questions were asked to provide opinions of subgroups.
Statistical results have been prepared by the staff of Dan Jones & Associates. Each
question has a response distribution, as well as a series of cross-tabulations, which organize
responses by various demographic groupings and allow for the detection of differences that may
exist between opinions of subgroups. SPSS (Statistical Package for Social Science) was used to
analyze the data. Statistical tests were conducted to determine if the differences found in the
relationships between various populations were real or merely due to chance.
Bankruptcy - Reported Causes
While the household survey was not primarily intended to study bankruptcy filers, the
random selection of survey respondents did identify a number of Utahns who had filed for
bankruptcy. Their responses validated the findings of the focus groups and are consistent with
other state and national research related to bankruptcy.
Eight percent of households responded that they had previously filed for bankruptcy, with
about one third filing under Chapter 13. When asked the reasons or causes of their bankruptcy,
the typical responses were consistent with both the focus groups and other research.
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Top Reasons Cited for Declaring Bankruptcy
Consistent with the focus group findings, the majority of bankruptcies occurred after a
significant crisis or unplanned event. According to survey respondents who had previously filed,
more than two-thirds identified a job loss, business failure, health problem or divorce as the
primary cause of bankruptcy. Only 14% mentioned overspending and/or credit card abuse as the
cause. It is important to remember, however, that the reasons people offer for filing bankruptcy
only tell part of the story – usually the most recent crisis or unplanned event that pushes an
already financially unstable household over the “cliff.” There is significant overlap between
even these main categories – and it is not exactly clear, for example, how many job losses are
due to medical problems, or to what extent normal medical costs become overwhelming because
of a job loss or divorce.
Bankruptcy - Perceived Causes
The survey also asked Utahns to share their perceptions about why Utah has such a high
bankruptcy rate. This question showed a large discrepancy between the reasons people think
others file for bankruptcy, and the actual reasons given by those who have filed. When asked
why others file for bankruptcy, nearly two-thirds of Utahns cited poor financial decisions as the
primary cause, while less than one-fifth of actual filers listed similar causes. Those who actually
filed were nearly three times as likely to list economic factors as the primary cause, and one of
the primary factors leading to filing, divorce, was not mentioned at all by those who hadn’t filed.
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Difference in Perceived and Actual Causes of Bankruptcy
The striking difference in views of the causes of bankruptcy between those who have not
filed for bankruptcy and those who have presents an interesting lens through which to further
examine the data provided by the Dan Jones & Associates telephone survey. The subsequent
presentation and analysis of findings look at Utahns’ perceptions of both their own financial
education and money management skills, as well as their views of specific economic, credit and
cultural issues that impact their families.
Money Management and Financial Decisions
Overall, Utahns reported high levels of confidence in several areas of money
management. When asked to rank their own money management skills on a scale of 1 - 7,
respondents overall expressed the most confidence in their knowledge of how credit works, with
a mean score of 5.86. Older respondents are more likely to be confident in this than younger
respondents, as are people who have at least some education beyond high school, active LDS
respondents, those with higher incomes, and those who own their homes rather than rent.
Utahns also reported being quite confident in their ability to consistently live within their
means (5.73), to manage their money (5.50) and in their overall financial training (5.28). This
high level of financial awareness and self-confidence related to money management shows up in
other areas of the survey as well. More than 70% of Utahns indicated that they use a household
budget to “help manage bills and spending.” And 96% of those with a budget said that they
actually follow it somewhat (52%) or very (44%) closely.
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Very few Utahns (6%) said that they had made large purchases (furniture, household
items, vehicles) for which they were having trouble paying, and only 9% said they had purchased
a home for which they had difficulty paying. Most Utahns reported carrying little (less than
$500) or no balance on their credit cards 36 and nearly 90% reported that they would not use very
high interest loans from payday lenders. Utahns recognition of the importance of saving and
strong desire to save is also apparent in the responses to several questions. Fifty-seven percent
of Utahns said that they “save at least some money every month for emergencies” and when
asked how they would spend an unexpected windfall of $1,000, a majority (55%) of Utahns said
they would save or invest the money in some way. Another 28% said they would pay off debts
and only 11% said they would spend it. 37
75%
50%
25%
0%

Save

Pay Off Debt

Spend

Misc.

How Utahns Would Spend an Unexpected $1,000
36

For more complete discussion of results related to credit cards, see page 31).

37

Those who said they would pay down their mortgage are counted among those who said they would
save the money. 5% of respondents said they would save a portion and spend a portion.
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A Financial Paradox
While Utahns seem to understand the importance of saving, apparently have a strong
commitment to saving, and are optimistic and confident about their ability to manage money, the
survey also raises some critical questions about the extent to which Utahns actually can and do
follow through on that commitment. Of all the financial management behaviors on which survey
respondents rated themselves, Utahns reported the least confidence in their ability to save money
(4.63). More than one-third of respondents indicated that they are living paycheck to paycheck,
and 28% worry that “inadequate savings” affects their financial security. 38 Nearly half of
respondents said that if they suddenly lost their income they could not live for more than than
three months without incurring new debt or receiving help from others. 39 40
It is especially interesting to note that those in the middle income levels (approximately
$40,000 to $59,999) have less confidence in their ability to live within their means and to save
money than those making less money. The fact that those with lower incomes indicate more
confidence in their ability to save and live within their means may indicate that those below a
certain income are more able to match limited income with limited expectations, while those
with somewhat higher incomes are more likely to have both expectations and expenses
associated with a higher standard of living.
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This question does not indicate whether or not the household actually has any savings, only whether
the lack of savings is something they worry about. Some households may have little or no savings and
not worry that it affects their financial security.
39

When compared with other answers in the survey and other available data regarding debt levels and
lack of savings, these responses raise questions about how families could survive even 3 months, much
less how others could survive between 6 months and 1 year without help or new debt.
40

The question also showed that with help from churches, family and friends, Utahns could survive a
remarkably long time (6 months to 5 years) without any income. This is significant given that the high
degree of family connections in Utah and the presence of a robust welfare system within the LDS Church
would likely decrease the extent to which households must eventually turn to bankruptcy.
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The apparent struggle to save in the face of a very high levels of financial awareness and
commitment to saving suggests that Utah’s bankruptcy problem is not simply a matter of poor
financial behavior and credit card abuse, but that there are other factors that must be considered
as well.
Cultural and Demographic Factors
Utah families and households are larger than those of any other state. Because this is
relatively well-known among Utahns, household size becomes an intuitive first consideration
when people look for causes that might explain Utah’s high rate of bankruptcy. However, the
results from the survey do not support the conclusion that having a large family (or a large
number of dependents), by itself, causes bankruptcy. On an objective scale of 1-7, most
respondents felt that the number of dependents in their household creates little financial stress.
The data show that those who have more children also tend to have higher incomes and slightly
higher levels of education, which suggest that they are less likely to experience financial
difficulties. They are also more likely to own rather than rent their residences, and households
with more than two children report a greater ability to manage their money.
However, on a relative scale, the number of dependents in a household was the highest
source of family-related financial stress when compared with covering for spending patterns or
financial mismanagement by a spouse, covering bills of friends or family members, or divorce.
And nearly 1/4 of households said that they “probably started having children before I was
financially prepared.” The survey also found that as the number of children in a household
increases, so does the likelihood that the household is unable to save money, and that they live
paycheck to paycheck, both of which indicate that a household is more likely to experience
financial difficulties.
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Another seemingly intuitive assumption related to Utah’s population is that the large
percentage of households who pay tithing may impact financial stability and bankruptcy.
However, when asked to what degree charitable and religious contributions affect household
financial security, only 12% indicated any impact at all. A more significant factor related to
Utah’s relatively tight-knit population was the extent to which respondents reported that people
they know “spend more than they can probably afford on houses, vehicles, etc.” in order to “keep
up with the Joneses.” Thirty-six percent of respondents overall agreed that this was a factor,
though it is important to note that this sentiment was found in roughly the same proportion
regardless of religious background and was more prevalent among those who had previously
filed bankruptcy, those who are younger, and those whose housing costs were greater than
$1,500/month.
Economic Factors
It is obvious that families that lack adequate financial resources or health insurance face a
significantly greater risk of financial catastrophe or bankruptcy than those who have higher than
average incomes and who can insure themselves against an illness, accident, disability, or even
job loss. While economic risk factors are certainly not independent of personal choices,
demographics, or culture, they may actually be the most likely explanation for the “paradox”
described in the section on financial management.
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Utahns Top Financial Security Concerns
The fact that Utahns report such high financial awareness and commitment to
saving and living within their means, yet simultaneously admit that debt and difficulty saving are
primary concerns, begs the question “why?” In this area, the survey provides important insights
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into the financial struggles of Utah families. When asked to what degree various economic
factors impact household financial security, Utahns identified low wages and lack of or
inadequate health insurance as their top two concerns, followed by inadequate savings,
insufficient income, and mortgage debt.
These concerns were higher than other potential concerns, such as housing costs,
mortgage debt, medical debt, child care costs, and revolving or credit card debt. They are also
consistent with concerns expressed elsewhere in the survey, including the percentage of Utahns
who say they are currently living “paycheck to paycheck,” and have recently (within the past two
years) lost income by taking time off work to attend to family needs, lost a job, a source of
income or had a decrease in pay, been responsible for “major medical bills,” or required ongoing,
out-of-pocket expenses for prescription drugs that are difficult to afford.
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Sources of Financial Stress for Utahns
That Utahns are concerned about income, wages and health care costs should not be
surprising. The fact that average wages in Utah are 82%41 of the national average is commonly
known, and the most recent data from the U.S. Census Bureau highlights both income and health
insurance coverage as areas of concern.42 What may be surprising is the extent to which these
issues are concerns among the general population. Financial instability is typically seen as a
problem affecting those in our community who are living in poverty. That one out of three
Utahns is living paycheck to paycheck, has no health insurance or has inadequate health
insurance is, perhaps, startling. That one out of four Utahns is struggling with major medical
bills, ongoing prescription drug costs, and mortgage debt that is difficult to afford is also of great
concern.

41

Governor’s Office of Planning and Budget, State of Utah (2006)

42

Income, Poverty and Health Insurance Coverage in the United States: 2005, U.S. Bureau of the
Census (2006)
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The Role of Credit Cards and Lending Practices
Credit cards, when associated with bankruptcy, are typically seen as the tools of
irresponsibility - the way that people get themselves in debt by satisfying immediate desires for
conspicuous consumption. While this is certainly true for some, our survey did not find evidence
that credit card abuse is the dominant driver behind bankruptcy. In fact, survey data was such
that the discussion of credit cards did not fit neatly into the expected category of money
management and financial decisions, and therefore we address the topic in its own section.
Most Utahns (61%) reported having either one or two credit cards for personal use, while
only 11% have more than four. Of the 85% of respondents who use at least one credit card,
slightly more than half carry a balance from one month to the next (54%) with balances ranging
from $500 to over $10,000.
Statistical analysis shows a strong correlation between the number of cards a household
has and the likelihood that the household carries a large balance from month to month. One
fourth (27%) of respondents who carry a balance and who have four or more cards carry a
balance greater than $10,000.
Utahns have fewer credit cards from retail establishments (i.e. department stores, big box
stores, gas stations, etc.) than from financial institutions, with 58% not having any retail cards.
However, those who have more bank cards tend to also have more retail cards. People who carry
balances generally do not use one card to pay the balance of another. Eighty-two percent
comment that they never do this, 11% state that they seldom do, 5% claim that they do it only
occasionally, and 2% remark that they transfer balances frequently.
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Credit Card Balances Carried Month to Month
There are two reasons that the use of credit cards does not fit simply into the category of
financial education and money management. First is the fact that 81% said that some portion of
their balance is for “basic necessities such as groceries, gasoline, and transportation.” Over 40%
said that their entire balance is for these basic necessities. This finding challenges the common
perception of widespread credit card abuse for conspicuous consumption of flat screen
televisions, designer clothes and vacations. It is also consistent with recent nationwide research
of consumers who carry credit card balances from month to month, which showed that seven out
of ten households used their credit cards for living expenses or basic necessities such as car
repairs.43 While the need for responsible behavior and improved financial education related to
credit is a given, it is also clear that economic issues play a role in rising debt levels.
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The Plastic Safety Net: The Reality Behind Debt in America, Demos and the Center for Responsible
Lending (2005).
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The second reason to consider credit-related issues as distinct from simple money
management is that when considering the factors which most closely coincide with the sharp
increase in bankruptcy, one of the most apparent seems to be the deregulation of the credit
industry and the rapid and complex evolution of financial services. While this is an area that
merits more study, the obvious and dramatic changes in underwriting standards and marketing
practices must be seen as contributing factors. During the focus groups conducted for this study,
nearly every person who had filed for bankruptcy reported receiving numerous solicitations to
incur new debt immediately after their bankruptcy discharge. In some cases, those solicitations
occurred while their bankruptcy case was still open. These issues are not unique to the credit
card industry, however. The rapid rise in the number and types of loan products presents an
enormous educational challenge for consumers, particularly those struggling with limited
incomes. The rise in adjustable rate mortgages, interest only mortgages, sub-prime and payday
lenders present consumers with an unprecedented number of opportunities and risks related to
credit, and predatory lending has become a growing challenge nationwide.
Payday Lending
United Way of Salt Lake’s study did not attempt to investigate all of these practices, but
we did ask people about their use and experience with payday lenders. Most respondents said
they would not consider using a short-term loan company, such as a payday or auto title loan
company (88% definitely would not and 7% probably would not). Two percent say they probably
would consider using one of these companies, and 3% say they definitely would consider it. Six
percent of Utahns answer that they have used these lenders before. One percent has used them
several times, 2% have used them a few times, and 3% have used them only once. The fact that
relatively few Utahns say they use payday loans does raise the question of a discrepancy between
this finding and the apparently significant demand for payday loans (the number of payday loan,
title loan and check-cashing outlets in Utah - 381 - now exceeds the number of 7-Elevens,
McDonalds, Burger King, and Subway stores combined).44
Those who are most likely to consider using a payday lending company are those with
lower incomes, those who rent rather than own their residence, those who live paycheck to
paycheck, those who are younger, those who do not save regularly, those with lower educational
attainment, those with blended families, Utahns of Hispanic descent, those who rate their money
management skills as poor, and those who report being unable to live within their means. It
should be noted that some of these categories of respondents represent large numbers of people,
which may explain to some degree the proliferation of payday lending establishments.
When asked how well they understood the interest rates and the amount they were
required to pay back, 58% of those who have used payday lenders replied that they understood
the terms very well, 14% respond that they understood somewhat, and 22% admit that they
didn’t understand too well, and 3% answer that they didn’t understand at all. One third of
respondents admitted not knowing the highest rate they had paid (32%), but nearly 50% reported
44

Deseret Morning News, November 14, 2005
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paying an interest rate that was far below the annual percentage rate (APR) of any payday loan.
Findings suggests that consumers may incorrectly assume that a $20 fee on a $100 loan results in
an interest rate of 20%, rather than the equivalent 520% APR. 45
The Role of Health Care in Bankruptcy
Nearly every study of bankruptcy at the national and local levels identifies health care
issues as a contributing factor in bankruptcy. Both the specific health needs of individuals and
the costs of care can have a significant impact on family financial stability. For example, even
those with comprehensive health insurance may have an illness or injury to themselves or a
family member that prevents them from working, leading to a loss of income or the loss of a job
entirely, and ultimately resulting in bankruptcy. In other cases, those with a catastrophic illness
or injury, even though covered by health insurance, may accumulate bills for care and ongoing
prescription drugs that far exceed their ability to pay. Finally, those without any health insurance
at all may incur overwhelming bills even for relatively minor health care needs.
As described earlier and in addition to other studies, both the focus groups and the
household survey found that health care needs and health care costs are both risk factors that
contribute to financial instability and bankruptcy for many families. Our questionnaire
attempted to further understand and clarify some of the issues surrounding the behavior of actual
health care providers as it relates to bankruptcy. That is, do doctors and hospitals “drive people
into bankruptcy?”
In the focus groups, those reporting catastrophic health care needs were most positive
about hospital charity care, and on the whole, hospitals are praised more often than criticized for
assisting people with challenging health care costs. Most focus group participants were aware
that hospital bills may be negotiated if the patient takes the initiative. A number of bankruptcy
filers had been relieved of payments due hospitals, some of which were significant. According
to anecdotal experiences from respondents, hospitals are often the one type of creditor willing to
negotiate payments.
The household survey showed that 20% of households currently owe money to a doctor,
dentist, or medical provider and 11% owe money to a hospital that is not covered by health or
medical insurance. Of those, 70% stated that it is either very difficult or somewhat difficult to
pay the provider bills, and 63% with hospital bills not covered by insurance find it either very
difficult or somewhat difficult to pay. Two-thirds (67%) of those who owe money to a doctor or
dentist not covered by their insurance tried to negotiate and work out payment plans for their
balance, and 75% had tried to negotiate their bills with a hospital. In both cases, a majority (85%
for providers and 83% for hospitals) found the response to be very or somewhat cooperative in
working out a repayment plan or waiving charges.

45

Center for Responsible Lending. The costs charged for payday loans are typically marketed and
referred to as “fees,” though they are legally considered to be interest charges and are required to be
disclosed as interest and annualized as annual percentage rates (APR).
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Experience with Medical Providers and Hospitals
While medical bills and the lack of adequate health insurance are concerns for many
Utahns, and medical events are clearly seen by bankruptcy filers as a primary factor in their
bankruptcy, it does not appear that provider behavior contributes in any significant way to Utah’s
bankruptcy problem. A very high percentage of Utahns faced with medical bills do attempt to
negotiate with providers and find them cooperative. This study shows that while health coverage
and affordability are key components of financial stability, Utah’s health care providers (i.e.
hospitals and doctors), in general, work well with those in financial need and do not exacerbate
the financial difficulties of patients. This does not suggest, however, that providers can be
expected to bear ever greater costs for the care of those who are struggling financially, or that the
current practice of providing charity care comes without costs that show up elsewhere in the
system. Finding sustainable solutions to the financial challenges related to rising health care
costs and declining coverage is essential for households, employers, and medical providers.
Having access to adequate health insurance appears to be the key factor. In the focus
groups, the lack of health insurance was mentioned by several participants as the thing that sent
them “over the cliff.” Unexpected, and uncovered, medical expenses became the final straw for
them. One-fourth of this survey’s respondents report that within the past two years they were
responsible for major medical bills or paying ongoing prescription drug costs that were difficult
to afford. One in seven respondents is currently not covered by health insurance (14%), and one
in two is not covered by disability insurance (46%).
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Conclusions
Conclusions

By many measures, the challenges of financial insecurity in the United States have
reached alarming proportions. The historically and comparatively low (negative) savings rate,
record levels of household debt, and half of all households nearing retirement with less than
$10,000 in a 401(K) type plan or Individual Retirement Account (IRA), all are signals that, as a
nation, we are not as financially secure as we should be. Until 2006, bankruptcy filings were
climbing at an unsustainable pace and the most recent Census Bureau figures related to income,
poverty and health insurance status indicate that middle and lower-income households are losing
ground.
While United Way of Salt Lake’s study is not a comparative look at other states and does
not explain why Utah’s bankruptcy problem is worse here than in most states, in reality this
question is not the most important one. What we know is that indicators of financial insecurity,
from savings rates to levels of indebtedness and bankruptcy, show an alarming trend that must be
addressed. It is our hope that this research provides some important insights into the situation as
it is experienced by Utah households and that from those insights we can develop meaningful
solutions to these challenges. In summary, United Way of Salt Lake’s research into bankruptcy
and financial stability in Utah produced or confirmed the following findings:
1. Measures of financial instability among middle and low-income households indicate
growing levels of indebtedness, income and asset inadequacy, financial illiteracy, and
lack of preparation for retirement. Collectively, these indicators present an individual and
societal challenge on par with other areas of significant state concern related to future
economic viability, including K-12 education, transportation, and health care.
2. Through 2005, bankruptcy filings, perhaps the most extreme measure of financial
instability, had reached record levels.
3. Bankruptcy and financial instability are multi-faceted and complex problems, but of the
five categories of “risk factors” identified in focus groups - financial management skills,
economic factors, lending practices, cultural norms and personal/family dysfunction - the
two most significant contributors to financial instability among the general population are
financial management skills and economic factors.
4. Utahns show a high level of financial awareness and commitment to saving, yet
simultaneously report high levels of concern about their ability to save and their
economic security.
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5. In addition to “inadequate savings,” Utahns are most concerned about low-wages/
insufficient income, lack of adequate health insurance, and high mortgage debt.
6. While income is certainly an important aspect of financial security, alone it is not the
most significant predictor of one’s ability to save and live within his/her means. Middleincome households indicate more concern about their ability to live within their means
and save money than households with lower incomes.
7. Credit card debt is not solely an indicator of poor financial decisions and conspicuous
consumption; it is also an indicator of the inability to make ends meet for basic needs.
8. While the lack of adequate health insurance and high medical costs are a primary concern
among Utahns, medical debt and the billing/collection practices of providers and
hospitals are not.
9. Family size and early family formation are not as much of a concern for Utah households
as economic challenges, but they do impact financial stability among many families.
10. There is a notable disconnect between how people perceive their own financial behavior
and how they perceive that of others; and there are indications of a disconnect between
Utahns’ self-reported behavior and behavior as described by other studies.
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Recommendations
Recommendations

As mentioned before, passage of bankruptcy reform legislation in 2005 resulted in a
dramatic reduction in the number of bankruptcy filings in Utah and the nation. However, there
are indications that the filing rate is, once again, beginning to climb. This may be due to the fact
that the new law focuses primarily on one aspect of the problem (irresponsible use of credit and
poor financial decisions), and according to this and other studies, that is not the most important
aspect of the problem. Both the qualitative and quantitative research presented in this study
illustrate that bankruptcy and financial instability are complex, multi-faceted problems. As such,
they do not lend themselves to simple conclusions or a single solution.
Addressing these problems in a meaningful way requires a willingness to focus on the
most important underlying issues that contribute to financial instability and bankruptcy - which
according to this study are financial management skills and economic issues such as income and
health care costs. While there are still important questions to be answered about Utah’s
bankruptcy problem, we believe that this study adds some new insight into the financial and
economic challenges faced by Utahns and provides some important direction for helping all
Utahns gain financial security and economic opportunity.
Based on the conclusions and indications from this study, United Way of Salt Lake
believes that there are three primary components to household financial stability identified by
this study. The first is “income and assets,” whether or not a household has adequate disposable
income to save after meeting basic needs, and whether or not a household has the incentives and
opportunities to accumulate long-term financial assets and build wealth. The second and closely
related component is “health care,” whether the household can afford and has access to adequate
health coverage to both maintain their ability to work and earn, and to survive financially in the
event of a major illness or injury. And the third is “financial education,” whether - regardless of
income - the household has the knowledge, skills and habits to manage their money well.
Together, these components can result in a financially secure future in which families have
adequate savings, assets and wealth to withstand economic setbacks, pay for post-secondary
education and training, and retire comfortably.
Given the current and looming challenges faced by a growing number of Utahns and
Americans who are unprepared, both for immediate financial challenges and long-term needs
such as retirement, all of these issues must be addressed in ways that are integrated and systemic
in nature. United Way of Salt Lake believes that solutions to these challenges should be created
through a collaborative process that involves private sector, religious, and public sector
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leadership focused on developing ideas that help every Utah household gain the income and
assets, health security, and financial knowledge and habits to achieve financial security.
To accomplish this goal, United Way of Salt Lake recommends the creation of an
Financial Security Council comprised of business and public sector leaders committed to
developing systemic solutions in the areas of income and assets, health coverage and costs,
and financial education. The Council would establish working groups for each area, and
fund any research necessary for the development of one or more comprehensive proposals
in each area. The Council would complete its work and present its plans for public
comment in 2007, and if necessary, action by the Utah Legislature in 2008.
United Way of Salt Lake is committed to convening and providing staff support for this
Council, as well as seed funding for necessary research. As mentioned previously, this process
must be collaborative and broad-based in order to be successful. We welcome, invite, and
encourage the participation and support of the Governor’s Office and the Utah Legislature, as
well as private sector, religious, and community leaders in this process.
In addition, there are several immediate actions that can be taken by Utahns to improve
their savings and financial stability, and there are also specific policies that can be implemented
immediately to address these issues, particularly for low- and moderate-income Utahns.
Immediate Actions that Utahns Can Take on Their Own:
1. Become a Utah Saver: All Utahns can take advantage of the free savings supports,
trusted financial information, and preferred financial products offered by Utah’s
financial institutions by joining Utah Saves (www.utahsaves.org). Utah Saves is a
social marketing and financial education campaign working to help all Utahns
improve their financial stability and build wealth.
2. Split your tax refund and/or adjust your withholding: Beginning in 2007, the
Internal Revenue Service will allow American taxpayers to split their tax refunds into
as many as three separate financial accounts. The new policy is intended to promote
saving and asset accumulation among the 75% of Americans who receive refunds
each year from the IRS (last year a total of $217 billion was returned to taxpayers).
Taking advantage of this new opportunity is a tremendous opportunity to save and
build assets. For those receiving large refunds, it may also be wise to adjust
withholding amounts in order to save on a monthly basis.
3. Open a higher education savings account with the Utah Education Savings Plan
(UESP): The Utah Educational Savings Plan (UESP) was established by the State of
Utah to help families save for higher education. It is designed to comply with Section
529 of the Internal Revenue Code. These 529 plans allow tax-deferred savings and
tax free disbursements as long as the funds are used for qualified expenses at an
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eligible educational institution. See www.uesp.org or call 1.800.418.2551 for more
information.
4. Enroll in your employer’s 401(k) plan or open an Individual Retirement
Account: Many employers offer 401(k) or 403(b) retirement plans that will match
the savings of employees for retirement. Such plans are often underutilized by
eligible employees. If your employer doesn’t offer one of the plans described above,
you can still gain similar tax benefits by opening and contributing to an Individual
Retirement Account.
5. Take advantage of the federal Earned Income Tax Credit and Volunteer Income
Tax Assistance Programs: For households making less than roughly $38,000/year,
the federal Earned Income Tax Credit (EITC) provides a federal tax refund of up to
$4,500. Eligible Utahns can also get their taxes done for free, with free electronic
filing, through the Volunteer Income Tax Assistance (VITA) program. For more
information, visit (www.utahtaxhelp.org) or call 2-1-1.
Policy Options to Increase Family Financial Stability:
1. Establishment of a state Earned Income Tax Credit (EITC). More than 20 states
have established a state EITC modeled after the federal tax credit, which is available
to working households with incomes under approximately $38,000/year. The federal
EITC has lifted millions of Americans above the poverty level by rewarding work and
reducing the tax burden on low-income families. Establishment of a state EITC
would provide meaningful tax relief and improve the financial stability of as many as
130,000 households in Utah.
2. Making funding for federal EITC outreach and Volunteer Income Tax
Assistance (VITA) permanent. In 2006, the Utah Legislature invested $100,000 in
EITC outreach and VITA infrastructure. While the results of that specific investment
will not be known until 2007, the impact of a similar private investment by United
Way of Salt Lake resulted in a 250% increase in awareness of the federal EITC, and a
40% increase in tax returns prepared by volunteers in 2006. The direct economic
benefit of that investment produced nearly $2,000,000 in new tax refunds and savings
from high cost loans and tax preparation fees.
3. Removing or increasing asset limits in public assistance programs such as
Medicaid, welfare and Food Stamps. Asset limits in public programs have a dual
negative incentive - forcing people to “spend down” their assets in order to gain
access to temporary help and preventing people from accumulating the assets needed
for long-term self-sufficiency. In both cases, the limits result in people needing
assistance for longer periods of time - exactly the opposite of the desired result. In
addition, asset limits are administratively cumbersome and expensive to enforce.
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4. Increasing funding and expanding state-allowed uses for Individual
Development Accounts (IDAs). Also in 2006, the Utah Legislature appropriated
$50,000 for IDAs targeted to homeownership. These funds will be able to help a
growing number of low-income individuals save for a home and gain access to a
productive asset which will improve their financial stability and economic
opportunity over the long-term. Increasing this investment and expanding the
allowed uses to include higher education and small business start up would provide
this same incentive to more of those who need it.
5. Increasing health insurance coverage, particularly for working adults. The need
for cost-effective and sustainable solutions for reducing health care costs and
increasing coverage is a primary concern of both business and government leaders.
While no consensus has yet developed about systemic strategies to solve these
problems and this would be an area of study and focus for the Financial Security
Council described above, from the perspective of bankruptcy prevention it is
particularly important to take intermediate steps toward making health coverage more
affordable and accessible.
6. Increasing income through targeted economic development and a modest
increase in the state minimum wage. Economic development strategies focused on
higher wage jobs and employment opportunities for those currently in low-wage jobs
is an important element of increasing overall income and wages. A modest increase
in the minimum wage would benefit those workers at the very bottom of the income
ladder, without negative economic impacts. While such an increase may not make it
possible for very low-income households to accumulate significant savings, it is
important to help such families have a better chance to meet their basic needs.
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The conclusions and recommendations contained in this report are the sole responsibility of United
Way of Salt Lake and do not necessarily represent the views of United Way of Salt Lake’s funders.

