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CHAPTER I 

INTRODUCTION 

The Problem 

Use o f i n s t a l l m e n t c r e d i t pe rm i t s consumers t o o b t a i n goods 

and s e r v i c e s now and pay f o r them i n the f u t u r e . S e l l e r s and l e n d e r s 

accept c r e d i t f rom consumers on the b a s i s o f the expec ted a b i l i t y and 

w i l l i n g n e s s o f consumers t o repay . In some cases consumers assume 

and are g ran ted a debt burden beyond t h e i r a b i l i t y t o repay the debt 

w h i l e m a i n t a i n i n g a d e s i r e d l e v e l o f l i v i n g . Such debt can be c o n 

s i d e r e d e x c e s s i v e s i n c e i t causes f i n a n c i a l p r e s s u r e s , c r e a t e s s t r e s s e s 

w i t h i n f a m i l i e s , and may l e a d t o d e f a u l t i n g . De l i nquen t debts b r i n g 

about c o l l e c t i o n p r e s s u r e s from l e n d e r s and i n some i n s t a n c e s r e s u l t 

i n bankruptcy f o r the consumer. In a d d i t i o n to problems f o r the d e b t o r , 

unpaid debts are a c o s t f o r the b u s i n e s s community and the p u b l i c . 

Bus iness must a l l o w f o r c o s t s o f c o l l e c t i n g and c o v e r i n g bad deb ts as 

w e l l as expenses a s s o c i a t e d w i t h wage ass ignments and s a l a r y g a r n i s h 

ments f o r employees who do not meet debt commitments. The p u b l i c , as 

bo r rowers , pay f i n a n c e charges l a r g e enough t o cove r debt l o s s e s and , 

as t a x p a y e r s , suppor t cou r t s and l e g a l s e r v i c e s f o r bank rup tcy p r o c e e d i n g s . 

O b j e c t i v e s 

The o b j e c t i v e s o f t h i s t h e s i s a r e ( l ) t o i d e n t i f y and measure 

f a c t o r s l e a d i n g to e x c e s s i v e i n s t a l l m e n t debt bu rden , and (2) t o 

a s c e r t a i n c h a r a c t e r i s t i c s o f consumers who a re h e a v i l y burdened. 

1 
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Debt burden i n t h i s t h e s i s i s determined by compar ing debt 

and income. Too much debt i n r e l a t i o n t o income o r too l i t t l e 

income t o meet debt payments can cause a t roublesome s i t u a t i o n . 

There a r e many f a c e t s t o the q u e s t i o n s ( l ) why consumers spend as 

they do , (2 ) why they choose debt t o f i n a n c e t h e i r spend ing , and 

(3) what de te rmines incomes earned by o r a v a i l a b l e to consuming u n i t s . 

However, t h i s s tudy i s l i m i t e d to economic and demographic f a c t o r s 

r e l a t e d to spend ing and e a r n i n g . 

Scope o f Study and Source o f Data 

Only nonmortgage, nonbus iness i n s t a l l m e n t debt i s cons ide red 

i n t h i s s t u d y . Mortgage debt i s an a l t e r n a t i v e t o r en t as a means 

o f p u r c h a s i n g s h e l t e r . S i n c e s h e l t e r i s a p r ima ry need f o r a l l 

consumers, the f a c t o r s a s s o c i a t e d w i t h r en t o r mortgage payments are 

assumed to d i f f e r f rom those a s s o c i a t e d w i t h d i s c r e t i o n a r y purchases 

f o r wh ich i n s t a l l m e n t debt i s most f r e q u e n t l y i n c u r r e d . 

N o n i n s t a l l m e n t debt ( s i n g l e payment l o a n s , charge a c c o u n t s , 

and s e r v i c e c r e d i t ) undoubted ly p l a c e s some burden on the deb to r . 

But i t i s no t c o n s i d e r e d i n t h i s t h e s i s f o r measurement r easons . The 

burden o f n o n i n s t a l l m e n t debt cannot be measured by comparing debt 

payments t o income s i n c e the e n t i r e debt comes due a t one t i m e . 

The re fo re sepa ra te a n a l y t i c a l t echn iques would be r e q u i r e d . F u r t h e r 

more, 30-day charge accoun ts and s e r v i c e c r e d i t , which account f o r 

n e a r l y t w o - t h i r d s o f n o n i n s t a l l m e n t d e b t , a re used p r i m a r i l y as 

conven ience and not f o r the purpose o f d e f e r r i n g payment. There fo re 

pu rchases r e l a t e d t o t h i s p o r t i o n o f n o n i n s t a l l m e n t debt a re more 

l i k e cash than c r e d i t p u r c h a s e s . 
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The da ta f o r t h i s s tudy came from the i 9 6 0 Survey o f 

Consumer F i nances conducted by the Survey Research Cen te r o f the 

U n i v e r s i t y o f M i c h i g a n . The sample i s d e f i n e d as : 

a c r o s s - s e c t i o n o f the p o p u l a t i o n l i v i n g i n p r i v a t e househo lds • 
i n the c o n t i n e n t a l U n i t e d S t a t e s ( A l a s k a and Hawa i i a r e e x c l u d e d ) . 
T r a n s i e n t s , r e s i d e n t s o f i n s t i t u t i o n s , and persons l i v i n g on 
m i l i t a r y r e s e r v a t i o n s a re not r e p r e s e n t e d . 

In the Surveys o f Consumer F i n a n c e s , the b a s i c u n i t f o r i n t e r 
v i e w i n g and f o r most t a b u l a t i o n s i s the spend ing u n i t - - r e l a t e d 
peop le l i v i n g t o g e t h e r and p o o l i n g t h e i r incomes f o r major i tems 
o f expense. A l l spend ing u n i t s a t each s e l e c t e d d w e l l i n g u n i t 
a re i n t e r v i e w e d . In a d d i t i o n to p r imary spend ing u n i t s ( o r 
i n d i v i d u a l s ) , some 8 pe r cen t o f the d w e l l i n g s c o n t a i n r e l a t e d 
secondary u n i t s ( w i t h sepa ra te income and f i n a n c e s ) , and some 
2 per cen t c o n t a i n u n r e l a t e d secondary u n i t s ( roomers , b o a r d e r s , 
e t c . J . 1 

In 1960 i n t e r v i e w s were completed w i t h 2708 p r ima ry spend ing 

u n i t s ( S U ' s ) , 209 r e l a t e d s e c o n d a r i e s , and 55 u n r e l a t e d s e c o n d a r i e s 

f o r a t o t a l o f 2972 respondent S U ' s . S i n c e t h i s s tudy i s concerned 

w i t h d e b t o r s , the a n a l y s i s was c o n f i n e d to the 1^17 S U ' s wh ich had 

i n s t a l l m e n t d e b t . 

C o n c l u s i o n s a re drawn f o r deb to r househo lds i n the U n i t e d 

S t a t e s . The sample des ign does not pe rm i t i n f e r e n c e s r e l a t i n g t o 

consumers i n p a r t i c u l a r s t a t e s o r s p e c i f i c c i t i e s . 

Ma jor Hypotheses 

The b a s i c h y p o t h e s i s was t h a t consumers would be most ap t 

to have e x c e s s i v e debt i f t h e i r expend i t u res f o r goods and s e r v i c e s 

i 960 Survey o f Consumer F i nances (Ann A r b o r , M i c h i g a n : 
Survey Research C e n t e r , 1961) , 253-255- A d d i t i o n a l i n f o r m a t i o n 
concern ing sampl ing and i n t e r v i e w i n g p rocedures i s c o n t a i n e d i n 
i b i d . , Chapter Ik, pages 253-258 . 
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f r e q u e n t l y f i n a n c e d w i t h i n s t a l l m e n t c r e d i t o r f o r purchases 

r e l a t e d to such goods and s e r v i c e s were l a r g e , r e l a t i v e t o 

o t h e r s i n t h e i r income c l a s s . S i n c e most i n s t a l l m e n t c r e d i t i s 

f o r home improvements, au tomob i l es and o t h e r consumer d u r a b l e s , 

spend ing p r e s s u r e s r e l a t e d to t hese c a t e g o r i e s o f f a m i l y l i v i n g 

were h y p o t h e s i z e d t o be a s s o c i a t e d w i t h e x c e s s i v e deb t . 

Hous ing and au tomob i les a re s t a t u s symbols f o r many 

Amer icans hence p r e s s u r e s e x i s t to i n c r e a s e consumpt ion o f these 

i t e m s . Debt c o u n s e l o r s have found t h a t some f a m i l i e s who expect 

f u t u r e income i n c r e a s e s move i n t o h i g h e r p r i c e d hous ing be fo re 

t h e i r incomes can s u s t a i n the expend i t u res i n c u r r e d . In a d d i t i o n 

t o the d i r e c t c o s t o f s h e l t e r , upgrad ing o f hous ing i s l i k e l y t o 

e n t a i l need f o r new o r a d d i t i o n a l home f u r n i s h i n g s , and c r e a t e 

d e s i r e s f o r h i g h e r q u a l i t y c l o t h i n g , au tomob i les and r e c r e a t i o n a l 

a c t i v i t i e s t o accompany the f a m i l y ' s assumed s t a t u s . 

The s p e c i f i c hypotheses t e s t e d were t h a t consumpt ion o f 

a u t o m o b i l e s , o t h e r consumer d u r a b l e s , and h o u s i n g , r e l a t i v e t o 

income, were p o s i t i v e l y r e l a t e d t o the p r o b a b i l i t y o f e x c e s s i v e deb t . 

Fu r the rmore , i t was expec ted t h a t the re would be a p o s i t i v e r e l a t i o n 

s h i p between the t o t a l consumpt ion o f a u t o m o b i l e s , o t h e r du rab les 

and hous ing ( r e l a t i v e t o income) , and the p r o b a b i l i t y o f e x c e s s i v e 

deb t . The l a t t e r h y p o t h e s i s assumed t h a t h i g h consumpt ion i n one o r 

two c a t e g o r i e s c o u l d be o f f s e t by low consumpt ion f o r the r ema in i ng , 

bu t t h a t h i g h ( low) consumpt ion i n a l l c a t e g o r i e s would be a s s o c i a t e d 

w i t h a h i g h ( low) p r o b a b i l i t y o f e x c e s s i v e d e b t . Fo r example, a 

deb to r who "overconsumed" on hous ing bu t "underconsumed" on automobi les 
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and o t h e r du rab les compared w i t h o the rs i n h i s income c l a s s , wou ld 

be expected t o have an e x c e s s i v e i n s t a l l m e n t debt burden a c c o r d i n g 

t o the f i r s t hypotheses but not a c c o r d i n g t o the l a t t e r . 



CHAPTER I I 

SETTING OF THE PROBLEM AND REVIEW OF LITERATURE 

In the p e r i o d from 1950 th rough 1966 the use o f i n s t a l l 

ment c r e d i t r o s e r a p i d l y , p e r s o n a l b a n k r u p t c i e s i n c r e a s e d marked ly , 

and q u e r i e s c o n c e r n i n g the q u a l i t y o f c r e d i t c o n t i n u e d . A b r i e f 

d i s c u s s i o n o f t hese r e c e n t t r e n d s and a rev iew o f s e l e c t e d s t u d i e s 

o f consumer debt a r e i n c l u d e d i n t h i s chapter." ' " 

Recent Trends 

Use o f c r e d i t . - - Consumer c r e d i t i s not a new phenomenon 

i n the U n i t e d S t a t e s . One e a r l y use was by P i l g r i m s who borrowed 

money f rom E n g l i s h merchants t o pay f o r t r a n s p o r t a t i o n t o the New 

W o r l d . But the growth i n c r e d i t u s e , e s p e c i a l l y s i n c e Wor ld War I I , 

i s new. The amount o f s h o r t and i n t e r m e d i a t e term consumer debt 

o u t s t a n d i n g i n c r e a s e d n e a r l y t e n f o l d f rom 1945 t o 1960 - - f rom 

$5-7 b i l l i o n t o $56 .0 b i l l i o n . And , as may be seen i n F i g u r e 2 . 1 , 

t o t a l consumer debt o u t s t a n d i n g i n c r e a s e d ano ther 69 pe r cen t i n 

the f o l l o w i n g s i x y e a r p e r i o d t o $95 b i l l i o n a t the end o f 1966. 

Data upon which F i g u r e 2 .1 i s based and p e r s o n a l consumpt ion 

e x p e n d i t u r e s f o r the same t ime p e r i o d a re p r e s e n t e d i n Appendix A . 

Uses o f a l l t ypes o f c r e d i t has expanded, but the g r e a t e s t 

growth has been i n i n s t a l l m e n t c r e d i t . S i n c e 1955 i n s t a l l m e n t debt 

''"For a thorough exam ina t i on o f t h e use and q u a l i t y o f i n s t a l l 
ment c r e d i t see G . Moore and P. K l e i n , The Q u a l i t y o f Consumer I n s t a l 
ment C r e d i t ( S t u d i e s i n Consumer I ns ta lmen t F i n a n c i n g , No. 13 ; New 
Y o r k : N a t i o n a l Bureau o f Economic R e s e a r c h , I 9 6 7 ) . 
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has accounted f o r more than t h r e e - f o u r t h s o f o u t s t a n d i n g s h o r t and 

i n te rmed ia te term consumer d e b t . 

C r e d i t f i g u r e s a l o n e do not t e l l the whole s t o r y . S i n c e 

the a b i l i t y to repay debt i s dependent on income, a m e a n i n g f u l 

e v a l u a t i o n o f c r e d i t growth must take income i n t o a c c o u n t . To make 

the compar i son , d i s p o s a b l e income i s a l s o p l o t t e d on F i g u r e 2 . 1 . 

A l t hough d i f f e r e n t s c a l e s a re used f o r debt and income, i t may be 

seen t h a t the growth o f income and debt r ough l y p a r a l l e l each o t h e r . 

However, the r a t e o f i n c r e a s e i n debt has been somewhat f a s t e r t han 

the r a t e o f i n c r e a s e i n income. A t the end o f 1966 t o t a l consumer 

debt o u t s t a n d i n g was 19 pe r cen t o f d i s p o s a b l e income, n e a r l y doub le 

the 10 pe r cen t r e l a t i o n s h i p o f 1950* These pe rcen tages a re based 

on aggregate f i g u r e s and t h e r e f o r e r e p r e s e n t an i n c r e a s e i n c r e d i t 

use by the n a t i o n as a whole bu t not n e c c e s s a r i l y an i n c r e a s e o f 

the c r e d i t burden o f d e b t o r s . 

A measure o f d e b t o r s ' burden can be o b t a i n e d by examin ing 

the r e l a t i o n s h i p between t h e i r c u r r e n t debt repayments and c u r r e n t 

income. S ince repayment d a t a a r e a v a i l a b l e o n l y f o r i n s t a l l m e n t 

deb t , the f o l l o w i n g e s t i m a t e s o f debt burden a r e r e l a t e d o n l y t o t h a t 

type o f deb t . Moore and K l e i n have c a l c u l a t e d repayments as a p e r 

centage o f be fo re t a x income. T h e i r r e s u l t s i n d i c a t e d t h a t the r a t i o 

remained a t about 21 p e r cen t f rom 1952 t o 1963* and e s t i m a t e s f o r 

1935-36 y i e l d a 23 p e r cen t f i g u r e . The Survey Research Cen te r 

computes ano the r measure o f average debt burden - - the median r a t i o 

o f i n s t a l l m e n t debt payments t o d i s p o s a b l e income f o r a l l d e b t o r s . 

2 I b i d . , p . 2k. 
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FIGURE 2 . 1 

GROWTH IN CONSUMER DEBT AND 
DISPOSABLE INCOME, I929- I966 

D i s p o s a b l e Consumer Debt 
Income Ou ts tand ing 

& B i l l i o n s $ B i l l i o n s 

1929 1935 1940 1945 1950 1955 I960 1965 

S o u r c e : Append ix Tab les A . l and A . 2 . 
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Th is r a t i o has a l s o remained f a i r l y c o n s t a n t , a t 14 p e r c e n t , f rom 

1955 to 1966 .^ Both s e t s o f e s t i m a t e s i n d i c a t e t h a t the debt burden 

o f deb to rs has been s t a b l e i n recen t y e a r s . 

Consequen t l y , the i n c r e a s e i n the aggregate r a t i o o f debt 

t o income r e s u l t s f rom an i n c r e a s e i n the p r o p o r t i o n o f deb to r house 

ho lds i n the p o p u l a t i o n . A c c o r d i n g t o Moore and K l e i n , the p r o p o r t i o n 

rose from about o n e - f o u r t h i n 1935-36 t o o n e - h a l f i n 1963 . I t has 

remained above 40 p e r cen t s i n c e 1 9 5 3 . ^ 

I n s t a l l m e n t c r e d i t i s used p r i m a r i l y t o purchase d u r a b l e s — 

au tomob i les and househo ld f u r n i s h i n g s and a p p l i a n c e s . S i n c e 1950 

automobi le debt has accoun ted f o r a p p r o x i m a t e l y t w o - f i f t h s o f o u t 

s t a n d i n g consumer i n s t a l l m e n t deb t . Debt i n c u r r e d f o r pu rchase o f 

nonautomot ive d u r a b l e s has remained a t about o n e - f o u r t h o f t o t a l 

i n s t a l l m e n t debt s i n c e 1955> a s m a l l e r share than i n e a r l i e r y e a r s . 

P e r s o n a l l o a n s , wh ich i n c l u d e l o a n s f o r b i l l c o n s o l i d a t i o n , m e d i c a l 

expenses , t r a v e l , and t a x payments, have t aken an i n c r e a s i n g s h a r e -

r i s i n g f rom about o n e - f i f t h i n 1950 t o s l i g h t l y over o n e - f o u r t h i n 

the mid 1960*s . C r e d i t i s b e i n g used more and more f o r s e r v i c e s and 

new p r o d u c t s . V a c a t i o n packages , h o t e l and r e s t a u r a n t c h a r g e s , a i r 

t r a v e l , and e d u c a t i o n c o s t s a re becoming i n c r e a s i n g l y a v a i l a b l e on 

the i n s t a l l m e n t p l a n . Swimming p o o l s , b o a t i n g equipment , c o l o r e d 

t e l e v i s i o n and a i r c o n d i t i o n e r s a re examples o f new p roduc t s made 

a v a i l a b l e to the mass market i n recen t y e a r s by means o f c r e d i t . The 

amount o f consumer debt o u t s t a n d i n g by purpose appears i n Tab le A . l . 

"^G. Katona e t a l . 1966 Survey o f Consumer F i n a n c e s (Mono
graph No . 44; Ann A r b o r , M i c h i g a n : Survey Research C e n t e r , 1967 ) , 
33-3^-j and e a r l i e r Su rveys . 

4 
Moore and K l e i n , l o c . c i t . 
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C r e d i t q u a l i t y . — Data on d e l i n q u e n t l o a n s and b a n k r u p t c i e s 

p r o v i d e i n d i c a t i o n s o f the q u a l i t y o f c r e d i t . 

U n i t e d S t a t e s D i s t r i c t Cou r t s r e p o r t t h a t the number o f 

p e r s o n a l ( n o n b u s i n e s s ) bank rup tcy f i l i n g s i n 1966 was 176,000. Th i s 

r e p r e s e n t e d a 600 p e r c e n t i n c r e a s e s i n c e 1950.^ Du r ing the same 

p e r i o d t h e number o f househo lds i n the U . S . i n c r e a s e d by app rox ima te l y 

30 p e r c e n t , a c c o r d i n g t o Bureau o f Census e s t i m a t e s . These f i g u r e s 

i n d i c a t e t h a t an i n c r e a s i n g p r o p o r t i o n o f consumers a r e u s i n g bank

r u p t c y i n an a t tempt t o s o l v e f i n a n c i a l d i f f i c u l t i e s . But i t cannot 

be conc luded t h a t the i n c r e a s e i s due e n t i r e l y t o d e t e r i o r a t i o n i n 

c r e d i t q u a l i t y ; some o f the i n c r e a s e i s no doubt a t t r i b u t a b l e t o 

g r e a t e r awareness o f bank rup tcy as a p o s s i b l e s o l u t i o n t o o v e r i n d e b t -

e d n e s s . However, the f a c t t h a t t he re was n e a r l y one bankrup tcy f o r 

eve ry 1,000 peop le i n the U n i t e d S t a t e s (app rox ima te l y 3 f o r every 

1,000 f a m i l i e s ) does mean t h a t e x c e s s i v e debt poses problems f o r a 

s u b s t a n t i a l number o f f a m i l i e s . 

The Amer i can Bankers A s s o c i a t i o n computes a s e r i e s on d e l i n 

quent consumer l o a n s h e l d by commerc ia l banks . The annua l average 

number o f l o a n s d e l i n q u e n t f rom 30 t o 89 days f l u c t u a t e d between 1.3 

and 1.8 p e r c e n t o f a l l l o a n s i n the p e r i o d from 1950 t o i960 and 

^ U . S . Bureau o f the Census , S t a t i s t i c a l A b s t r a c t o f the  
U n i t e d S t a t e s : 1967 (88th e d . ; Wash ing ton , D . C . : U . S . Government 
P r i n t i n g O f f i c e , I967), J+99; and e a r l i e r e d i t i o n s . 

^ I b i d . , p. 36. 
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remained i n the same range d u r i n g I965 and i 9 6 0 . Hence no 

d e t e r i o r a t i o n o f q u a l i t y has been e x p e r i e n c e d by commerc ia l b a n k s . 

Review c f L i t e r a t u r e 

In r e c e n t y e a r s two l a r g e s c a l e s t u d i e s o f consumer c r e d i t 

have been c a r r i e d o u t . The Board o f Governors o f the F e d e r a l Reserve 

System was d i r e c t e d by the P r e s i d e n t t o examine the r o l e o f consumer 

i n s t a l l m e n t c r e d i t i n a g rowing economy. The s tudy was i n i t i a t e d 

i n 1956 and 4 volumes c o n t a i n i n g the r e s u l t s were p u b l i s h e d i n 1957* 

Advantages and d i sadvan tages o f r e g u l a t i n g consumer i n s t a l l m e n t c r e d i t 

were the s p e c i f i c c o n c e r n s . In d e v e l o p i n g the t o p i c s e v e r a l s e c t i o n s 

d e a l t w i t h the use and q u a l i t y o f c r e d i t . The second broad range 

s t u d y , schedu led f o r c o m p l e t i o n i n 1966, was conduc ted by the N a t i o n a l 

Bureau o f Economic R e s e a r c h . G r a n t s f rom consumer s a l e s and f i n a n c e 

companies suppor ted the s t u d y . P u b l i c a t i o n s coming out o f t h i s s tudy 

d e a l mos t l y w i t h a d e s c r i p t i o n and a n a l y s i s o f t h e consumer c r e d i t 

i n d u s t r y and the impact o f consumer c r e d i t on t h e economy. A s e l e c t e d 

l i s t o f p u b l i c a t i o n s f rom t h i s and e a r l i e r N a t i o n a l Bureau consumer 

c r e d i t s t u d i e s appears i n Appendix B. 

7 
De l inquency Rates on Bank I ns ta lmen t Loans , b i - m o n t h l y 

r e p o r t s comp i led by I ns ta lmen t C r e d i t Commit tee, Amer ican Bankers 
A s s o c i a t i o n , da ta f o r 1950-1960 quoted i n Chamber o f Commerce o f the 
U n i t e d S t a t e s , Debt : P u b l i c and P r i v a t e , Repor t o f the Committee on 
Economic P o l i c y (Wash ington, D . C . : C h a m b e r o f Commerce o f the U n i t e d 
S t a t e s , 1961) , p . 58 , and 1965 and 1966 d a t a quo ted i n "Consumer 
Ins ta lmen t C r e d i t , " F e d e r a l Reserve B u l l e t i n , March 1967, p . 348. 

Q 
U . S . Board o f G o v e r n o r s , F e d e r a l Reserve Sys tem, Consumer  

Ins ta lment C r e d i t (4 p a r t s ; Wash ing ton , D . C . : U . S . Government 
P r i n t i n g O f f i c e , 1957) . 
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P e r i o d i c d a t a on consumer c r e d i t a r e p u b l i s h e d by the 

F e d e r a l Reserve System and the Survey Research C e n t e r o f the 

U n i v e r s i t y o f M i c h i g a n . The F e d e r a l Reserve r e p o r t s aggregate 

s t a t i s t i c s on c r e d i t use o b t a i n e d f rom banks and o t h e r f i n a n c i a l 

i n s t i t u t i o n s . ^ Survey Research Cen te r (SRC) d a t a a r e based on annua l 

n a t i o n a l s u r v e y s o f h o u s e h o l d s . " ^ Toge ther t hese sources p r o v i d e 

s e r i e s f rom wh i ch t r e n d s i n consumer c r e d i t may be o b t a i n e d . 

SRC d a t a a r e f r e q u e n t l y s u b j e c t e d t o d e t a i l e d a n a l y s i s as 

s p e c i a l s t u d i e s . I n a d d i t i o n , s t u d i e s w i t h l i m i t e d p o p u l a t i o n s a re 

o c c a s i o n a l l y c o n d u c t e d . The f o l l o w i n g i s a summary o f f i n d i n g s from 

a l l sou rces wh i ch a r e p e r t i n e n t f o r t h i s t h e s i s . 

Who uses c r e d i t . - - S t u d i e s have r e p e a t e d l y con f i rmed t h a t 

i n s t a l l m e n t c r e d i t use i s a phenomenon o f m idd le income, young mar r i ed 

consumers w i t h c h i l d r e n . SRC d a t a show t h a t s i n c e 1950 w e l l o v e r 

h a l f o f spend ing u n i t s w i t h t h e head f rom 25 t o 44 y e a r s o l d have 

i n s t a l l m e n t d e b t . N e a r l y 3 ou t o f 5 f a m i l i e s w i t h incomes between 

$5 ,000 and 15 ,000 have had i n s t a l l m e n t debt d u r i n g the mid 1 9 6 0 ' s . 1 1 

A t the b e g i n n i n g o f t h e decade the g r e a t e s t p r o p o r t i o n o f i n s t a l l m e n t 

12 

c r e d i t u s e r s was among those w i t h incomes between $5,000 and 1 0 , 0 0 0 . 

9 
S t a t i s t i c s a re p u b l i s h e d month ly i n the F e d e r a l Reserve  

B u l l e t i n (Wash ing ton : Board o f Governors o f the F e d e r a l Reserve 
S y s t e m ) . 

1 0 R e s u l t s a r e p u b l i s h e d a n n u a l l y as monographs e n t i t l e d 
Survey o f Consumer F i n a n c e s (Ann A r b o r , M i c h i g a n : Survey Research 
C e n t e r ) . 

G . K a t o n a , J . A g a r d , and J . S o n q u i s t , I n s t a l l m e n t Debt 
(Su rvey o f Consumer F i n a n c e s , S t a t i s t i c a l Repor t No . I I ; Ann A r b o r , 
M i c h i g a n : Survey Resea rch C e n t e r , 1965 ) , P ' 3 ' 

12 
i 9 6 0 Survey o f Consumer F i n a n c e s , l o c . c i t . , p . 152. 



13 

A c c o r d i n g t o f i n d i n g s o f a comprehensive s tudy o f SRC d a t a 

f o r the p e r i o d from 1949 t o 1955, l i q u i d a s s e t s were more impo r tan t 

than s tage i n the f a m i l y l i f e c y c l e o r income as an e x p l a n a t o r y 

f a c t o r o f the p r o b a b i l i t y o f h a v i n g i n s t a l l m e n t d e b t . As t h e 

amount o f l i q u i d a s s e t s i n c r e a s e s the p r o b a b i l i t y o f i n s t a l l m e n t 

debt d e c r e a s e s . An a n a l y s i s o f 1956 d a t a r e v e a l e d the same r e l a t i o n -

s h i p s . 

Two s t u d i e s u s i n g SRC d a t a f rom the 1957 and 1958 s u r v e y s 

s u b s t a n t i a t e d the r e l a t i o n s h i p s between i n s t a l l m e n t debt and l i q u i d 

a s s e t s , income and l i f e c y c l e . In a d d i t i o n , p o s i t i v e r e l a t i o n s h i p s 

were found w i t h pas t use o f c r e d i t , s i z e o f expec ted e x p e n d i t u r e 

and p r o p o r t i o n o f income devo ted t o e x p e n d i t u r e s on du rab les . ' ' " ^ 

S m a l l s c a l e su rveys among r u r a l and u rban consumers i n 

I n d i a n a , Iowa and New York a l s o sugges ted comparable r e l a t i o n s h i p s — 

i n one 1956 s t u d y , more than t h r e e - f o u r t h s o f the f a m i l i e s w i t h p r e 

s c h o o l and grade s c h o o l c h i l d r e n had debt (mortgage a n d / o r s h o r t e r 

term consumer d e b t ) . 1 ^ C r e d i t f o r d u r a b l e s and m e d i c a l needs was 

used more o f t e n by f a m i l i e s i n m idd le and upper ne t wor th c l a s s i f i c a t i o n 

J . M i n e r , "Consumer P e r s o n a l Debt : An I n t e r - t e m p o r a l C r o s s -
S e c t i o n A n a l y s i s , " Consumption and S a v i n g , e d . I. F r i e n d and R. Jones 
( U n i v e r s i t y o f P e n n s y l v a n i a , i 9 6 0 ) , I I , U00-46l. 

^ J . L a n s i n g , E . S . Maynes, and M. K r e i n e n , " F a c t o r s A s s o c i a t e d 
w i t h the Use o f Consumer C r e d i t , " Consumer I ns ta lmen t C r e d i t ( N a t i o n a l 
Bureau o f Economic R e s e a r c h , 1957 ) , P a r t I I , V o l . I, 487 -520 . 

^ J . F i s h e r , "Consumer Durable Goods E x p e n d i t u r e s , w i t h M a j o r 
Emphasis on t h e Ro le o f A s s e t s , C r e d i t and I n t e n t i o n s , " J o u r n a l o f  
the Amer ican S t a t i s t i c a l A s s o c i a t i o n , V o l . L V I I I (September , 1 9 6 3 ) , 
6kQ. M. L e e , "An A n a l y s i s o f I n s t a l l m e n t Bor row ing by Durab le Goods 
B u y e r s , " E c o n o m e t r i c a , V o l . XXX ( O c t . , 1962 ) , 770 -82 . 

" ^ E . G . Holmes, "Who Uses Consumer C r e d i t , " J o u r n a l o f Home  
Economics , V o l . X L I X , No . 5 (1957 ) , 3 ^ 0 - ^ 2 . 
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17 

than t h o s e w i t h low ne t w o r t h . Two s t u d i e s i n the 1960 's 

i n d i c a t e d the most f r e q u e n t use o f c r e d i t was by f a m i l i e s i n e a r l y 

s t a g e s and by t h o s e f i t t i n g a d e f i n i t i o n o f h i g h r a t h e r than low 
18 

soc ioeconomic s t a t u s . F l u c t u a t i n g income was a s s o c i a t e d w i t h debt 

19 

i n ano the r s t u d y . 

Q u a l i t y . - - S e v e r a l s t u d i e s have been conducted by o r f o r 

l e n d i n g and f i n a n c i n g i n s t i t u t i o n s t o i d e n t i f y c h a r a c t e r i s t i c s o f 

good and bad r i s k s . A l t h o u g h the r e s e a r c h i n v o l v e d a v a r i e t y o f 

f i n a n c i a l i n s t i t u t i o n s , i n d i f f e r e n t p a r t s o f the c o u n t r y , and a t 

v a r i o u s t imes d u r i n g the p e r i o d f rom 1940 t o 1965, common c h a r a c t e r 

i s t i c s o f poor r i s k s were n o t e d . D e l i n q u e n t payments were a s s o c i a t e d 

w i t h t h e young , u n s k i l l e d o r s e m i - s k i l l e d p e r s o n s , those w i t h s h o r t 

te rm employment, and low income d e b t o r s . Persons w i t h l i q u i d a s s e t s 

and those who had l i v e d s e v e r a l y e a r s i n the same l o c a l e were found 
17 

G. B i v e n s , F i r m - h o u s e h o l d In terdependence and Other F a c t o r s 
i n R e l a t i o n t o Use o f C r e d i t by Farm F a m i l i e s i n Greene County , I owa , " 
( u n p u b l i s h e d P h . D . d i s s e r t a t i o n , Iowa S t a t e U n i v e r s i t y , 1957)-

18 
M. F i l i a t r e a u , "Consumer C r e d i t and Sav ings P r a c t i c e s i n 38 

S e l e c t e d I n d i a n a R u r a l and Urban F a m i l i e s , " ( unpub l i shed M a s t e r ' s 
d i s s e r t a t i o n , Purdue U n i v e r s i t y , I 9 6 5 ) . H. McHugh, " D i f f e r e n t i a l s i n 
Uses o f Consumer C r e d i t by Young Urban F a m i l i e s , " ( u n p u b l i s h e d P h . D . 
d i s s e r t a t i o n , Iowa S t a t e U n i v e r s i t y , 1965 ) . 

8. Mann ing , " F i n a n c i a l Management P r a c t i c e s o f F a m i l i e s w i t h 
S teady o r F l u c t u a t i n g I ncomes , " ( unpub l i shed P h . D . d i s s e r t a t i o n , 
C o r n e l l U n i v e r s i t y , i 9 6 0 ) . 
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20 

t o g e n e r a l l y make payments as s c h e d u l e d . 

Two r e c e n t s t u d i e s o f bank rup ts found a s i m i l a r p r o f i l e 

o f the borrower i n t r o u b l e . The bankrup t was younger t han the 

p o p u l a t i o n as a who le , most l i k e l y t o be a b l u e c o l l a r w o r k e r , and 
21 

had a lower than average income f o r h i s community. 

A t t i t u d e s . - - A t t i t u d e s toward use o f consumer i n s t a l l m e n t 

c r e d i t have v a r i e d d u r i n g the p a s t 13 y e a r s . The Survey Resea rch 

Cen te r has s t u d i e d consumer a t t i t u d e s toward i n s t a l l m e n t b u y i n g 

s i n c e 1954. A t t h a t t ime 50 p e r cen t o f f a m i l i e s b e l i e v e d t h a t 

buy ing t h i n g s on the i n s t a l l m e n t p l a n was a good i d e a . The p r o 

p o r t i o n o f f a m i l i e s r e s p o n d i n g f a v o r a b l y i n c r e a s e d s t e a d i l y t o 60 

pe r cen t i n 1959 bu t dropped t o 49 p e r cen t i n 1965. A t t h i s t ime 

i t i s no t p o s s i b l e t o de termine whether the i n c r e a s i n g l o n g te rm 

t r e n d i n f a v o r a b l e a t t i t u d e s has r e v e r s e d o r i f the d e c l i n e i s a 

temporary f l u c t u a t i o n . In g e n e r a l young f a m i l i e s a r e more f a v o r a b l y 
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CHAPTER I I I 

ANALYTICAL PROCEDURE 

The b a s i c a n a l y s i s c o n s i s t s o f two s t e p s : ( l ) deb to rs were 

c l a s s i f i e d a c c o r d i n g t o debt burden and t h e n a n a l y z e d t o determine 

whether o r no t the h y p o t h e s i z e d r e l a t i o n s h i p s between e x c e s s i v e debt 

burden and consumpt ion o f h o u s i n g , au tomob i l es and o t h e r du rab les 

h e l d ; and (2 ) the economic and demographic c h a r a c t e r i s t i c s o f the 

e x c e s s i v e l y i ndeb ted were i d e n t i f i e d . C e r t a i n deb to rs were om i t t ed 

f rom the a n a l y s i s because o f u n u s u a l spend ing o r bo r row ing b e h a v i o r 

o r i ncomp le te i n f o r m a t i o n . These s t e p s i n t h e a n a l y t i c a l p rocedure 

a r e e l a b o r a t e d on i n t h i s chap te r bu t f i n d i n g s a re d e f e r r e d u n t i l 

l a t e r . 

Debtors Omi t ted f rom the A n a l y s i s 

Fa rmers , r e l a t e d and u n r e l a t e d secondary spending u n i t s , 

and respondents who d i d not p r o v i d e da ta f o r r e l e v a n t v a r i a b l e s were 

e l i m i n a t e d f rom the sample . Farmers were e x c l u d e d because i t was 

p r a c t i c a l l y i m p o s s i b l e t o sepa ra te t h e i r h o u s i n g and au tomob i le 

e x p e n d i t u r e s f rom fa rm b u s i n e s s expenses . 

Secondary spend ing u n i t s a r e f a m i l y members who keep separa te 

f i n a n c e s f rom the head o f the house and u n r e l a t e d i n d i v i d u a l s who 

l i v e w i t h a p r ima ry spend ing u n i t . Many s e c o n d a r i e s use d u r a b l e s , 

such as wash ing mach ines , k i t c h e n a p p l i a n c e s and t e l e v i s i o n , which 

b e l o n g to t h e p r ima ry u n i t . A l s o , i n the case o f r e l a t e d s e c o n d a r i e s , 

16 
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a l l hous ing expense was a t t r i b u t e d to the p r ima ry and none t o the 

secondary spend ing u n i t . S i n c e t hese a c t i o n s would r e s u l t i n d i f f e r 

ent spending b e h a v i o r f o r hous ing and d u r a b l e s by s e c o n d a r i e s than 

by p r i m a r i e s , secondary spend ing u n i t s were e l i m i n a t e d . 

The t h i r d group o m i t t e d c o n t a i n e d d e b t o r s f o r whom i n f o r m a 

t i o n was not a v a i l a b l e wh ich was needed f o r c l a s s i f i c a t i o n a c c o r d i n g 

to debt burden o r f o r c o n s t r u c t i o n o f the independent v a r i a b l e s . 

A l though es t ima tes o f m i s s i n g i n f o r m a t i o n c o u l d have been made, t h i s 

group was exc luded s i n c e t h e i r o m i s s i o n d i d no t a p p r e c i a b l y a f f e c t 

the sample o f d e b t o r s . 

One a d d i t i o n a l responden t , who r e p o r t e d no d i s p o s a b l e income, 

was no t i n c l u d e d . As w i l l be d i s c u s s e d l a t e r , income was used i n the 

denominator o f the independent v a r i a b l e s . T h e r e f o r e , ze ro income posed 

a mathemat ica l p rob lem. 

The groups om i t t ed from the a n a l y s i s were examined t o d e t e r 

mine i f assumed b e h a v i o r j u s t i f i e d t h e i r e x c l u s i o n . R e s u l t s a r e 

p resen ted i n Appendix C . 

C l a s s i f i c a t i o n A c c o r d i n g t o Debt Burden 

Debtors were c l a s s i f i e d i n t o t h r e e g roups : ( l ) those h e a v i l y 

i ndeb ted and most l i k e l y to be i n f i n a n c i a l t r o u b l e ; (2) a m idd le 

group w i t h moderate ly heavy burdens wh ich c o u l d p o s s i b l y g i v e r i s e t o 

f i n a n c i a l d i f f i c u l t i e s ; and (3) those w i t h f a i r l y l i g h t debt burdens 

who presumably would be a b l e to s u s t a i n t h e i r d e b t . The c l a s s i f i c a t i o n s 

were determined by the amount o f a f t e r t a x income i n the y e a r p r i o r t o 

the i n t e r v i e w committed to debt payments—the g r e a t e r the commitment 

the g r e a t e r the bu rden . In a d d i t i o n , income l e v e l and l i q u i d a s s e t 
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h o l d i n g s ( s a v i n g s a c c o u n t s , c h e c k i n g accoun ts and U . S . Sav ings Bonds) 

were c o n s i d e r e d . I t was assumed ( l ) t h a t h i g h incomes c o u l d suppor t 

h i g h e r debt r a t i o s than low incomes; and (2) t h a t debt o f spending 

u n i t s wh ich had s u f f i c i e n t l i q u i d a s s e t s to c o v e r t h e i r debt p l u s 

$200 ( f o r use as a r e s e r v e fund o r t r a n a c t i o n b a l a n c e ) would not be 

v iewed as e x c e s s i v e l y burdensome i n s p i t e o f t h e p r o p o r t i o n o f income 

commit ted t o repayment . Exac t d i v i s i o n s used f o r c l a s s i f i c a t i o n s 

a r e p r e s e n t e d i n Chapter IV . 

Two dependent v a r i a b l e s were formed f rom the t h ree g roups , 

bo th o f the 0 ,1 t y p e . They r e p r e s e n t e d two d i f f e r e n t ways o f c l a s s 

i f y i n g d e b t o r s as e x c e s s i v e l y burdened o r n o t . One v a r i a b l e combined 

the l i g h t l y and modera te l y burdened d e b t o r s i n t o one c l a s s , coded 0 , 

and the h e a v i l y i ndeb ted i n t o the o t h e r , coded 1 . The v a r i a b l e was 

used t o form an e s t i m a t o r o f the p r o b a b i l i t y o f b e i n g deep ly i n  

t r o u b l e w i t h r e g a r d t o i n s t a l l m e n t d e b t . The second v a r i a b l e combined 

the modera te l y and h e a v i l y burdened d e b t o r s i n t o the c l a s s coded 1 

and those l i g h t l y burdened i n t o the 0 c l a s s . T h i s v a r i a b l e was used 

i n the e s t i m a t o r o f t h e p r o b a b i l i t y o f b e i n g i n some t r o u b l e w i t h 

r e g a r d to i n s t a l l m e n t debt. ' '" 

T e s t i n g Ma jo r Hypotheses  

C o n s t r u c t i n g independent v a r i a b l e s . - - V a r i a b l e s c o n s t r u c t e d 

t o measure r e l a t i v e a n n u a l consumpt ion o f h o u s i n g , au tomob i les and 

o t h e r d u r a b l e goods were s i m i l a r i n form t o one a n o t h e r . However, 

d a t a used as the v a l u e s o f consumpt ion were d i s s i m i l a r . The d i f f e r 

ences were due t o the t ype o f i n f o r m a t i o n c o l l e c t e d i n the survey 

^ H e r e a f t e r d e b t o r s w i t h e x c e s s i v e i n s t a l l m e n t debt w i l l be 
r e f e r r e d t o as i n deep t r o u b l e (DT) o r i n some t r o u b l e (ST) to 
c o r r e s p o n d t o the d e f i n i t i o n s above. 
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and i n ensu ing compu ta t i ons . 

The b r a n d , y e a r , and model o f a l l a u t o m o b i l e s owned were 

o b t a i n e d . From t h i s i n f o r m a t i o n the w h o l e s a l e v a l u e o f t h e a u t o 

mob i le s tock i n each spend ing u n i t was c a l c u l a t e d . A l t h o u g h the 

bes t measure o f annua l au tomob i le consumpt ion would have been a n n u a l 

expend i t u res f o r o p e r a t i o n and ma in tenance , p l u s d e p r e c i a t i o n , such 

i n f o r m a t i o n was not a v a i l a b l e . However, s i n c e the v a l u e o f a u t o 

mob i le s t o c k i s l i k e l y r e l a t e d t o consumpt ion , i t was taken as the 

bes t a v a i l a b l e measure. 

Gross o u t l a y f o r nonautomot ive d u r a b l e goods pu rchased d u r i n g 

the y e a r p r i o r t o the survey and the amount r e c e i v e d f rom t r a d e - i n s 

o r s a l e were c o l l e c t e d f rom each spend ing u n i t . From these the ne t 

o u t l a y — e x p e n d i t u r e s l e s s t r a d e - i n s - - w a s computed. The l a t t e r amount 

was used as the measure o f annua l consumpt ion o f nonautomot ive d u r a b l e 

goods. 

The amount o f month ly r e n t o r mortgage payments was s e c u r e d 

from each responden t . T h i s amount, m u l t i p l i e d by t w e l v e , p r o v i d e d 

the v a l u e used as annua l hous ing consumpt ion . 

The v a r i a b l e s were c o n s t r u c t e d as f o l l o w s : ( l ) t h e sample 

o f deb to rs was d i v i d e d i n t o e i g h t income g roups ; ( 2 ) the mean v a l u e 

f o r each o f the t h ree consumpt ion c a t e g o r i e s ( a u t o m o b i l e s , nonau to 

mot ive d u r a b l e s , and h o u s i n g ) was found f o r each o f the e i g h t income 

groups ; (3 ) the consumpt ion v a l u e f o r each c a t e g o r y , f o r each r e s p o n d 

e n t , was s u b t r a c t e d f rom the mean v a l u e f o r h i s income c l a s s ; and 

(4) the r e s u l t i n g d e v i a t i o n was d i v i d e d by the r e s p o n d e n t ' s income. 
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In s y m b o l i c form the au tomob i l e v a r i a b l e would appear as f o l l o w s : 

a . . - a . 
A - - J J I 
* « Y u 

where: A . . = v a l u e o f au tomob i le v a r i a b l e f o r the i t h respondent 
" i n the j t h income c l a s s 

a . . = v a l u e o f a n n u a l au tomob i le consumpt ion f o r the i t h 
respondent i n the j t h income c l a s s 

a . = mean v a l u e o f annua l au tomob i l e consumpt ion f o r 
^ the j t h income c l a s s 

Y 
i j = a n n u a l d i s p o s a b l e income f o r the i t h respondent 

i n the j t h income c l a s s 

V a r i a b l e s f o r o t h e r d u r a b l e goods and hous ing were formed i n the 

same f a s h i o n . The f o u r t h independent v a r i a b l e , the t o t a l consumpt ion 

o f h o u s i n g , au tomob i l es and o t h e r d u r a b l e s , i s c a l l e d the summation 

v a r i a b l e . I t was formed by a l g e b r a i c a l l y summing the o t h e r t h ree 

v a r i a b l e s . The f o r m u l a t i o n appears as f o l l o w s : 

S . . = A . . + D. . + H. . 
i j i j i j i J 

a . , - a . d . . - d . h. . - h . 
_ .2^ a + _ij il + _ J J J 

Y . . Y . . Y . . 
i j i j i J 

( a . . + d . . + h . . ) - ( a . + d . + h . ) 
_ i J i J i J J J J 

The f o l l o w i n g symbols a r e used t o i d e n t i f y the independent 

v a r i a b l e s : 

A = au tomob i l e v a r i a b l e ; d e v i a t i o n f rom mean automobi le 
s t o c k f o r o n e ' s income c l a s s , r e l a t i v e t o income; 

D = nonautomot ive du rab le goods v a r i a b l e ; d e v i a t i o n 
f rom a n n u a l ne t o u t l a y f o r nonautomot ive du rab les 
f o r o n e ' s income c l a s s , r e l a t i v e t o income; 

H = h o u s i n g v a r i a b l e ; d e v i a t i o n f rom mean annua l expend
i t u r e f o r s h e l t e r ( r e n t o r mortgage payment) f o r 
o n e ' s income c l a s s , r e l a t i v e t o income; 
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S = summation v a r i a b l e ; A + D + H . 

The expec ted v a l u e o f each v a r i a b l e was z e r o . The more an 

i n d i v i d u a l spend ing u n i t ' s consumpt ion d e v i a t e d f rom t h e mean o f h i s 

income c l a s s , the l a r g e r would become the a b s o l u t e v a l u e o f the 

v a r i a b l e . The d e v i a t i o n was t aken as a p r o p o r t i o n o f income i n 

o rde r to m in im ize the income e f f e c t r e s u l t i n g f rom l a r g e d e v i a t i o n s 

2 

more l i k e l y w i t h l a r g e incomes. A l a r g e p o s i t i v e v a l u e would be 

i n t e r p r e t e d as e x c e s s i v e consumpt ion a n d , a c c o r d i n g t o the h y p o t h e s e s , 
expec ted to r e s u l t i n f i n a n c i a l t r o u b l e f o r the d e b t o r . 

P r e l i m i n a r y A n a l y s i s . - - I n o r d e r t o de te rm ine the t ype 

(shape) o f the r e l a t i o n s h i p between each o f the f o u r independent 

v a r i a b l e s and each o f the two dependent v a r i a b l e s , t a b l e s and graphs 

were c o n s t r u c t e d . However, s i n c e 0 ,1 dependent v a r i a b l e s r e s u l t i n 

i n d i v i d u a l da ta a l l f a l l i n g a t 0 o r 1 , the da ta were grouped i n t o 

c l a s s i n t e r v a l s and the p r o p o r t i o n o f l ' s i n each c l a s s was e n t e r e d 

i n the t a b l e s and p l o t t e d on the g r a p h s . In o t h e r wo rds , the p r o 

p o r t i o n s o f spending u n i t s " i n deep t r o u b l e " and " i n some t r o u b l e " 

f o r v a r i o u s v a l u e s o f each independent v a r i a b l e were compared. The 

f i n d i n g s from t h i s s tep (as w e l l as those o f s t e p s d e s c r i b e d be low) 

a re p resen ted i n the f o l l o w i n g c h a p t e r s . 

James Tob in r e f e r r e d t o t h e use o f income i n the denominator 
i n "Consumer Debt and Spend ing : Some Ev idence From A n a l y s i s o f a 
S u r v e y , " Consumer Ins ta lmen t C r e d i t ( N a t i o n a l Bureau o f Economic 
R e s e a r c h , 1957) , P a r t I I , V o l . I, 523. He w r o t e : " I n g e n e r a l , i t i s 
d e s i r a b l e , f o r s t a t i s t i c a l and economic r e a s o n s , t o use as v a r i a b l e s 
r a t i o s i n wh ich income i s the denominator . Income i s a p o w e r f u l 
v a r i a b l e , w i t h wh ich bo th the dependent v a r i a b l e and the o t h e r i ndepend 
ent v a r i a b l e s i n a r e g r e s s i o n a r e l i k e l y t o be h i g h l y c o r r e l a t e d . The 
use o f r a t i o s to income f o c u s e s a t t e n t i o n on e x p l a i n i n g , by means o f 
o t h e r v a r i a b l e s , the share o f income devoted t o some p a r t i c u l a r p u r p o s e . 
From a s t a t i s t i c a l p o i n t o f v i e w , the use o f r a t i o s t o income d i m i n i s h e s 
h e t e r o s k e d a s t i c i t y i n a sample o f h o u s e h o l d s : the v a r i a n c e o f the 
dependent v a r i a b l e , exp ressed i n d o l l a r s , i s r o u g h l y p r o p o r t i o n a l t o 
income, and d i v i d i n g by income tends t o make the v a r i a n c e homogeneous." 
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In a d d i t i o n , a t a b u l a r examina t i on was made o f the r e l a t i o n 

s h i p s f o r two subse t s o f d e b t o r s - - ( l ) respondents w i t h annua l 

d i s p o s a b l e incomes $1000 o r more, and (2 ) respondents who d i d not 

l i v e i n the sou the rn r e g i o n o f the U n i t e d S t a t e s . 

Consumption b e h a v i o r o f ex t r eme l y low income househo lds i s 

f r e q u e n t l y e r r a t i c s i n c e househo lds w i t h temporary low incomes as 

w e l l as those more permanent l y a t t h i s e x t r e m e l y low l e v e l a re 

i n c l u d e d . In p a r t i c u l a r , h o u s i n g expend i t u res and v a l u e o f a u t o 

mob i l es owned wou ld more l i k e l y be r e l a t e d t o permanent r a t h e r than 

temporary income. I t was suspec ted t h a t the r e l a t i o n s h i p between 

the consumpt ion v a r i a b l e s and e x c e s s i v e debt f o r t h e exc luded group 

might undu ly e f f e c t the r e l a t i o n s h i p s f o r t h e r e s t o f the sample . 

The South was o m i t t e d on the assumpt ion t h a t r e g i o n a l v a r i 

a t i o n s i n income and spend ing would make the South a t y p i c a l . Debtors 

w i t h d i s p o s a b l e incomes l e s s than $4000 i n c l u d e d 45 pe r cent o f the 

Sou the rne rs c o n t r a s t e d w i t h 23 p e r cen t o f t hose i n o t h e r r e g i o n s . 

No c a r s were owned by 20 p e r cen t o f sou the rn and 12 pe r cen t o f 

o t h e r spend ing u n i t s . A d d i t i o n a l v a r i a t i o n s i n spend ing were assumed 

t o r e s u l t f rom the d i f f e r e n c e s shown i n Tab le 3 - 1 -

R e g r e s s i o n a n a l y s i s . — Simple and m u l t i p l e r e g r e s s i o n were 

t h e major s t a t i s t i c a l t o o l s employed."^ R e g r e s s i o n p r o v i d e s a d d i t i o n a l 

^ P r o b i t a n a l y s i s i s more a p p r o p r i a t e than r e g r e s s i o n when 
d e a l i n g w i t h l i m i t e d dependent v a r i a b l e s , bu t r e g r e s s i o n i s computa
t i o n a l l y e a s i e r . Fur thermore De J a n o s i has shown t h a t r e s u l t s do 
no t v a r y s i g n i f i c a n t l y between the two measures. P. De J a n o s i , 
" F a c t o r s I n f l u e n c i n g the Demand f o r New A u t o m o b i l e s : A C r o s s - S e c t i o n 
A n a l y s i s " (Unpub l i shed P h . D . d i s s e r t a t i o n , Dept . o f Economics , U n i v e r 
s i t y o f M i c h i g a n ) , pp .55 - 67> c i t e d by M i n e r , op . c i t . , p p . 4 1 2 - 1 3 . 
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TABLE 3-1 

SELECTED REGIONAL VARIATIONS 

South Nonsouth Si 3. P e r cen t Per cen t 

R u r a l S U ' s b not l i v i n g 
i n a SMAC 28 13 

S U ' s b w i t h l e s s than 12 
y e a r s e d u c a t i o n 59 ^2 

S U ' s b headed by a woman Ik 9 

S U ' s b headed by a Negro 2k 8 

Percentage o f t o t a l number o f responden ts i n the r e g i o n 

^Spend ing u n i t s 

°S tandard M e t r o p o l i t a n A r e a 
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and more r e f i n e d i n f o r m a t i o n than i s p o s s i b l e by g r a p h i c o r t a b u l a r 

means. F o r example , r e g r e s s i o n c o e f f i c i e n t s a r e q u a n t i t a t i v e 

e s t i m a t e s o f the ne t e f f e c t o f changes i n the independent v a r i a b l e s 

on the dependent v a r i a b l e . 

S t a t i s t i c s t o a s s e s s the degree o f r e l a t i o n between independ

en t and dependent v a r i a b l e s were a l s o computed. C o r r e l a t i o n c o e f f i -

c i e n t s ( r ) and c o e f f i c i e n t s o f m u l t i p l e d e t e r m i n a t i o n (R ) a r e used 

most commonly f o r s imp le and m u l t i v a r i a t e s i t u a t i o n s r e s p e c t i v e l y . 

However, N e t e r and Maynes have p o i n t e d ou t t h a t these s t a t i s t i c s a re 

l e s s s u i t a b l e when the dependent v a r i a b l e i s o f the 0 ,1 t ype than a 

2 4 

c o r r e l a t i o n r a t i o , denoted as (e ). A l l t h r e e s t a t i s t i c s have been 

c a l c u l a t e d f o r t h e s e d a t a . 

A n a l y s e s were made f o r the e n t i r e sample as w e l l as the two 

s u b s e t s o f d e b t o r s wh ich e x c l u d e d respondents w i t h incomes l e s s than 

$1000 and those i n the s o u t h , r e s p e c t i v e l y . 

I d e n t i f i c a t i o n o f E x c e s s i v e l y Indeb ted 

T a b u l a r and g r a p h i c means were used t o i d e n t i f y the e x c e s s 

i v e l y i n d e b t e d . R e l a t i o n s h i p s between s e v e r a l economic and demo

g r a p h i c c h a r a c t e r i s t i c s o f d e b t o r s and the two degrees o f e x c e s s i v e 

debt burden were examined. A more r e f i n e d a n a l y s i s o f t hese c h a r a c t e r 

i s t i c s i s beyond the scope o f t h i s t h e s i s . 

J . N e t e r and E . S . Maynes, "On the A p p r o p r i a t e n e s s o f the 
C o r r e l a t i o n C o e f f i c i e n t w i t h a 0 ,1 Dependent V a r i a b l e , " Paper p r e 
se n ted a t the Annua l M e e t i n g o f the Amer ican S t a t i s t i c a l A s s o c i a t i o n , 
Wash ing ton , D . C . , December 30 , 1967-



CHAPTER IV 

BACKGROUND RESULTS 

The purpose o f t h i s chap te r i s t o p r o v i d e a background f o r 

the f i n d i n g s d i s c u s s e d i n Chapte rs V and V I . I t p r e s e n t s a p r o f i l e 

o f the debt and deb to rs i n the sample . Data were o b t a i n e d f rom two 

s o u r c e s : ( l ) the Survey Research Cen te r a n a l y s i s o f deb ts and d e b t o r s 

i n the i 9 6 0 sample ; and (2 ) the f i r s t s tage o f the a n a l y s i s f o r t h i s 

t h e s i s , the c l a s s i f i c a t i o n o f deb to rs a c c o r d i n g t o deb t bu rden . 

C h a r a c t e r i s t i c s o f Debts and Debtors i n Sample 

The f o l l o w i n g d e s c r i p t i o n o f the deb ts and d e b t o r s i n the 

sample came from the i 9 6 0 Survey o f Consumer F i n a n c e s . 1 In i 9 6 0 

o u t s t a n d i n g i n s t a l l m e n t debt was r e p o r t e d by 48 pe r c e n t o f a l l 

spending u n i t s ; mortgage debt was owed by 31 p e r c e n t and 24 pe r 

cent s t a t e d t h a t t hey owed n o n i n s t a l l m e n t d e b t . A p p r o x i m a t e l y 

t w o - t h i r d s o f the respondents ment ioned owing a t l e a s t one o f 

these t ypes o f d e b t . The ba lance o f t h i s d i s c u s s i o n d e a l s o n l y 

w i t h i n s t a l l m e n t d e b t , wh ich i s the conce rn o f t h i s t h e s i s . 

Debtor c h a r a c t e r i s t i c s . — Most d e b t o r s were young , w i t h 

medium income. N e a r l y t w o - t h i r d s o f spend ing u n i t s w i t h a head 

between 25 and 34 y e a r s o l d had i n s t a l l m e n t d e b t . Those i n the 

group 35 "to 44 y e a r s were a l s o f r equen t u s e r s — t h r e e ou t o f f i v e 

had deb t . But l a r g e amounts o f debt were most f r e q u e n t among the 

op . c i t . , Chapter 8 " I n s t a l l m e n t D e b t , " 1 4 9 - 6 6 . 

25 
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l a t t e r age g roup . The p r o p o r t i o n o f d e b t o r s d e c l i n e d as age i n c r e a s e d 

t o o n l y l 6 p e r cen t o f those 65 y e a r s and o v e r . In the youngest age 

g roup , 18 t o 2k y e a r s o l d , 5k p e r cen t had i n s t a l l m e n t deb t . Three 

ou t o f f i v e spend ing u n i t s w i t h incomes between $5000 and $10,000 had 

debt compared w i t h o n l y o n e - f o u r t h o f t hose w i t h l e s s than $2000 

d i s p o s a b l e income; debt was h e l d by o n e - h a l f o f spend ing u n i t s i n the 

$2000 t o $5000 range and 44 p e r cen t o f t hose w i t h ove r $10,000 income. 

A l t h o u g h i n s t a l l m e n t debt i s used most f r e q u e n t l y by spending 

u n i t s w i t h o u t l i q u i d a s s e t s , a p p r o x i m a t e l y t h r e e out o f every t en 

d e b t o r s had adequate l i q u i d a s s e t s t o r e t i r e t h e i r deb t . Some peop le 

c o n s i d e r i n s t a l l m e n t buy ing p r e f e r a b l e t o u s i n g l i q u i d a s s e t s under 

c e r t a i n c i r c u m s t a n c e s . The r e p o r t ment ions t h a t "some peop le see 

advantages i n i n s t a l l m e n t buy ing ( b e t t e r s e r v i c e o r even b e t t e r p r i c e ) ; 

f o r some p e o p l e t h e cash h o l d i n g s a re [ r ese rved ] f o r o t h e r pu rposes , 

and f o r some i n s t a l l m e n t buy ing r e p r e s e n t s a means toward e n f o r c i n g 
2 

s e l f - d i s c i p l i n e . " 

Purpose o f d e b t . — Most debt was owed f o r a u t o m o b i l e s . 

N e a r l y h a l f o f t h e d e b t o r s , wh ich would be 23 p e r cen t o f a l l spending 

u n i t s , had au tomob i le d e b t . The p r o p o r t i o n o f spend ing u n i t s wh ich 

owed debt f o r d u r a b l e goods was the same as f o r a u t o m o b i l e s , bu t the 

amounts owed were s m a l l e r . Debt f o r a l l pu rposes was more f requen t 

among spend ing u n i t s w i t h incomes between $5000 and $10,000 than f o r 

t h o s e under $5000; however , the d i f f e r e n c e was more marked f o r a u t o 

mob i l e and home improvement debt than f o r debt i n c u r r e d f o r purchase 

o f nonautomot ive d u r a b l e s . C o n s i d e r i n g a l l p u r p o s e s , the median 

amount o f debt was $500. 

2 I b i d . , 153 . 
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Debt bu rden . — The median r a t i o o f i n s t a l l m e n t debt p a y 

ments t o d i s p o s a b l e income was .13 t o 14 . Heavy debt bu rden , debt 

repayments a c c o u n t i n g f o r more than 40 p e r cent o f d i s p o s a b l e income, 

i s more c h a r a c t e r i s t i c o f low income, young spend ing u n i t s t han among 

o l d e r age groups whose incomes a r e l a r g e r , on t h e a v e r a g e . A c c o r d i n g 

to the r e p o r t , spend ing u n i t s w i t h income l e s s t h a n $2000 c o n t a i n 

one o f two k i n d s o f p e o p l e — t h e v e r y p o o r , many o f whom a r e e l d e r l y 

and r e t i r e d , and persons w i t h temporary low incomes . S i n c e debt i s 

i n f r e q u e n t among the e l d e r l y , deb to rs i n t h i s group a r e a p t t o be 

those w i t h temporary low i n c o m e s . 3 

A modera te ly heavy debt burden—20 t o 40 pe r cen t o f income 

committed t o debt paymen ts—is c a r r i e d by a p p r o x i m a t e l y o n e - f o u r t h 

o f deb to rs w i t h income between $2000 t o $7500. Most spend ing u n i t s 

i n t h i s group a r e young, and the young a n t i c i p a t e f u t u r e income 

i n c r e a s e s . ^ Tab le 4 .1 shows median debt payment t o income r a t i o s by 

income c l a s s and a g e . 

A f u r t h e r examina t i on o f debt burden was made f o r t h i s t h e s i s . 

I t i s d i s c u s s e d be low. 

C l a s s i f i c a t i o n o f Debtors A c c o r d i n g t o Burden 

The sample o f 1223 deb to rs was d i v i d e d by degree o f debt 

burden on the b a s i s o f l i q u i d a s s e t h o l d i n g s , income c l a s s , and debt 

payment-income r a t i o . ^ Each deb to r was c l a s s i f i e d as b e i n g " i n deep 

3 I b i d . , 152. 

k 
I b i d . 

^The Survey Research Cen te r sample i n c l u d e d an a d d i t i o n a l 
194 deb to rs who were o m i t t e d f rom t h i s a n a l y s i s due t o u n u s u a l spend ing 
o r bo r row ing b e h a v i o r o r i ncomp le te i n f o r m a t i o n . See Chap te r 3 f o r a 
d i s c u s s i o n o f the e l i m i n a t e d d e b t o r s . 
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t r o u b l e " o r no t and as " i n some t r o u b l e " o r n o t , to form the two 

dependent v a r i a b l e s . The f i r s t s t e p was t o s o r t ou t respondents 

whose l i q u i d a s s e t s exceeded debt by a t l e a s t $200. T h i s c r i t e r i o n 

i d e n t i f i e d d e b t o r s who c o u l d l i q u i d a t e t h e i r debt i f d e s i r e d and i n 

a d d i t i o n had a minimum o f $200 f o r emergenc ies o r f o r a t r a n s a c t i o n 

b a l a n c e . There were 351 r esponden t s , 29 p e r cen t o f the sample, i n 

t h i s g roup . These responden ts were c o n s i d e r e d l i g h t l y burdened and 

c l a s s i f i e d as no t i n t r o u b l e f o r bo th dependent v a r i a b l e s . 

TABLE 4 . 1 

MEDIAN RATIO OF ANNUAL INSTALLMENT DEBT PAYMENTS TO 
DISPOSABLE INCOME BY INCOME AND AGE GROUPS - i 9 6 0 

Debt payments as 
pe r cen t o f income 

Income C l a s s 

Under $2000 20 
$2000-4999 15 
$5000-7499 13 
$7500-9999 10 
$10,000 and ove r 10 

A g e , Head o f 
Spend ing U n i t 

18-24 22 
2 5 - 3 ^ 13 

13 
45-54 12 
55-64 13 
65 and ove r 14 

S o u r c e : i 9 6 0 Survey o f Consumer F i n a n c e s , Tab le 8 - 7 , p. l 6 l . 

The rema in ing 71 p e r cen t o f the sample was then c l a s s i f i e d 

by income c l a s s and debt payment- income r a t i o . Tab le 4 .2 below shows 
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the percen tage o f respondents f a l l i n g i n t o each g roup . F o r bo th 

dependent v a r i a b l e s respondents w i t h 40 p e r c e n t o r more o f t h e i r 

income go ing f o r debt payments were c o n s i d e r e d h e a v i l y burdened 

r e g a r d l e s s o f income c l a s s as w e l l as those w i t h 20 t o 39 pe r cen t 

r a t i o s who had l e s s than $4000 d i s p o s a b l e income. A t the l i g h t e r 

end o f debt burden , a l l who had a debt payment commitment l e s s than 

10 p e r cent were judged as l i g h t l y burdened a l o n g w i t h respondents 

who had income o f a t l e a s t $6000 and r a t i o s between 10 t o 19 p e r 

c e n t . The c l a s s i f i c a t i o n o f the rema in ing responden ts i n the 10 t o 

39 pe r cent debt payment- income ranges d i f f e r e n t i a t e d the two depend

ent v a r i a b l e s . They were i n c l u d e d w i t h the h e a v i l y burdened i n the 

e s t i m a t o r o f " i n some t r o u b l e " and w i t h the l i g h t l y burdened f o r the 

e s t i m a t i o n o f the p r o b a b i l i t y o f " i n deep t r o u b l e . " The d o t t e d l i n e s 

on the t a b l e i n d i c a t e the d i v i s i o n s . 

Table 4 . 3 shows the percen tage o f d e b t o r s wh ich were c l a s s 

i f i e d as i n t r o u b l e a c c o r d i n g t o the above scheme. Computat ions 

were made f o r the e n t i r e sample and s u b s e t s . 



TABLE 4 . 2 

PERCENTAGE DISTRIBUTION OF DEBTORS BY INCOME CLASS, LIQUID 
ASSETS, AND RATIO OF ANNUAL INSTALLMENT DEBT 

PAYMENTS TO DISPOSABLE INCOME8" 

RATIO: Debt payments t o income 

Less than .10 t o .20 t o .40 Not 
.10 •19 -39 o r more a v a i l a b l e T o t a l 

A . L i q u i d a s s e t s a r e 
l e s s than debt 
p l u s $200 

BY INCOME CLASS: 

Less than $4000 6 

$4000-5999 8 

$6000 o r more 6 

B. L i q u i d a s s e t s exceed 
debt by a t l e a s t 
$200 18 

TOTAL 38 

8 

36 

i 

19 

3 
b 

0 

t 1 

1 

25 

26 

20 

29 

100 

o 

a s u b t o t a l s may not add to t o t a l s due to round ing 

b l e s s than 0 .5 per cent 

N o t e : The 11 pe r cent o f deb to rs f a l l i n g to the r i g h t and above the shaded a r e a were c l a s s i f i e d i n 
deep t r o u b l e . To t hese were added the 28 p e r cen t o f deb to rs i n the shaded a r e a f o r c l a s s i f i c a t i o n i n 
some t r o u b l e . 
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TABLE 4 . 3 

PERCENTAGE OF RESPONDENTS CLASSIFIED IN SOME TROUBLE AND 
IN DEEP TROUBLE WITH REGARD TO INSTALLMENT DEBT 

P e r cen t P e r cen t 
i n some i n deep 
t r o u b l e t r o u b l e 

E n t i r e sample 40 11 
Income c l a s s under $1000 83 53 
Income c l a s s $1000 and ove r 39 10 
Income c l a s s under $2000 68 40 
Income c l a s s e s $2000 and ove r 38 9 
Southern r e g i o n 51 19 
A l l r eg ions excep t South 35 8 



CHAPTER V 

WHAT LEADS TO EXCESSIVE INSTALLMENT DEBT? 

The major hypotheses o f t h i s s tudy sugges ted answers t o the 

q u e s t i o n o f what l e a d s t o e x c e s s i v e i n s t a l l m e n t deb t . The hypotheses 

may be pa raph rased as f o l l o w s : as spend ing u n i t s consume more (o r 

l e s s ) h o u s i n g , a u t o m o b i l e s , and o t h e r d u r a b l e s than the averages f o r 

t h e i r income c l a s s e s , the more ( o r l e s s ) l i k e l y they a re to have 

e x c e s s i v e d e b t . In o t h e r words , spend ing u n i t s who overconsume h o u s i n g , 

a u t o m o b i l e s , and o t h e r d u r a b l e s a r e l i k e l y t o be i n t r o u b l e w i t h 

r e g a r d t o i n s t a l l m e n t debt and underconsumers a re u n l i k e l y t o be i n 

such t r o u b l e . G r a p h i c , t a b u l a r , and r e g r e s s i o n a n a l y s i s were used t o 

t e s t the h y p o t h e s e s . R e s u l t s a r e p r e s e n t e d i n t h i s c h a p t e r . 

P r e l i m i n a r y A n a l y s i s 

The p r o p o r t i o n o f spend ing u n i t s i n deep t r o u b l e and i n some 

t r o u b l e f o r v a r i o u s v a l u e s o f each independent v a r i a b l e a re shown i n 

F i g u r e s 5 . 1 , 5 . 2 , 5 . 3 , and 5«4. Tab le D . l c o n t a i n s d a t a from which 

t h e s e f i g u r e s have been d e r i v e d . 

I n s t e a d o f t h e expec ted p o s i t i v e l y s l o p i n g c u r v e s , " U " 

shaped cu rves emerged, w i t h the s t r o n g e s t r e l a t i o n s h i p e x i s t i n g a t 

1 T h e extreme c l a s s e s o f each independent v a r i a b l e a re p l o t t e d 
a t the v a l u e o f the median o b s e r v a t i o n i n each c l a s s . A l l o the r c l a s s e s 
a r e p l o t t e d a t the c l a s s m i d p o i n t . The median v a l u e was c o n s i d e r e d 
more r e p r e s e n t a t i v e o f the extreme c l a s s e s than the m idpo in t due to a 
skewed d i s t r i b u t i o n o f the o b s e r v a t i o n s . F o r each independent v a r i a b l e 
t h e l o w e s t c l a s s was skewed t o the l e f t and the h i g h e s t to the r i g h t . 
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the extreme c l a s s e s o f each independent v a r i a b l e . T h i s i m p l i e d t h a t 

deb to rs who g r e a t l y underconsumed h o u s i n g , a u t o m o b i l e s , and o t h e r 

d u r a b l e s , as w e l l as those who overconsumed, were those i n t r o u b l e . 

S ince the s c a l e s a r e the same f o r a l l v a r i a b l e s , the w i d e r " U ' s " 

f o r the au tomob i les and hous ing v a r i a b l e s compared w i t h the nonauto

mot ive du rab le goods v a r i a b l e r e f l e c t l a r g e r e x p e n d i t u r e s f o r the 

former c a t e g o r i e s , wh ich made l a r g e r d e v i a t i o n s p o s s i b l e . (Expend

i t u r e va lues used i n c o n s t r u c t i n g the v a r i a b l e s appear i n Tab le C . 2 . ) 

I t was s p e c u l a t e d t h a t the underconsumers who were i n t r o u b l e 

were those a t t e m p t i n g to ba lance h i g h consumpt ion i n one o r two 

c a t e g o r i e s w i t h low consumpt ion i n the r e m a i n i n g . F o r example , a 

deb tor i n t r o u b l e c o u l d have had e x c e e d i n g l y h i g h consumpt ion o f 

hous ing compared w i t h o t h e r s i n h i s income g roup , bu t no o r low c o n 

sumption o f au tomob i les and o t h e r d u r a b l e s . He wou ld appear i n the 

r i g h t hand p o r t i o n o f the hous ing curve bu t i n t h e l e f t hand p o r t i o n s 

o f the au tomob i le and nonautomot ive d u r a b l e c u r v e s , s i n c e he would be 

an underconsumer o f the l a t t e r two c a t e g o r i e s . 

I f the above example were g e n e r a l l y t r u e , the n e g a t i v e r e l a t i o n 

s h i p would not appear between t r o u b l e due t o deb t and the summation 

v a r i a b l e , wh ich was formed by a l g e b r a i c a l l y summing the o t h e r t h r e e 

v a r i a b l e s . However, as may be seen i n F i g u r e 5 - 4 , a w i d e , s h a l l o w 

" U " r e s u l t e d f o r the summation v a r i a b l e . The n e g a t i v e s l o p e means t h a t 

many who underconsumed i n a l l consumpt ion c a t e g o r i e s were i n t r o u b l e 

w i t h rega rd t o i n s t a l l m e n t d e b t . But debt t r o u b l e f o r t hese d e b t o r s 

was not due to h i g h consumpt ion f o r h o u s i n g , a u t o m o b i l e s , o r o t h e r 

d u r a b l e s . Ra ther i t was due t o v a r i a b l e s not i n c l u d e d i n t h i s s t u d y , 

such as debt i n c u r r e d f o r m e d i c a l expenses , b i l l c o n s o l i d a t i o n o r 



FIGURE 5 .1 

RELATIONSHIP BETWEEN AUTOMOBILE VARIABLE AND 
PERCENTAGE OF RESPONDENTS IN TROUBLE 8 , 
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c u r r e n t l i v i n g expenses . The wide range o f the summation v a r i a b l e 

was a n t i c i p a t e d . I t was the consequence o f d e v i a t i o n s i n the same 

d i r e c t i o n f o r two o r t h r e e o f the o t h e r independent v a r i a b l e s f o r 

g i v e n r e s p o n d e n t s . 

Tab le 5.1 was p repa red t o f u r t h e r answer the q u e s t i o n o f 

what c h a r a c t e r i z e d deb to rs i n t r o u b l e who underconsumed h o u s i n g , 

au tomob i l es a n d / o r o t h e r d u r a b l e s . Debtors i n deep t r o u b l e were 

found t o be more l i k e l y t o have no c a r s and t o have no expend i t u res 

f o r h o u s i n g o r nonautomot ive d u r a b l e s than o t h e r s . The d i f f e r e n c e 

i s not as marked f o r d e b t o r s i n some t r o u b l e , bu t the d i r e c t i o n i s 

t h e same. Hence the c o n c l u s i o n f rom the g r a p h i c a n a l y s i s i s suppor ted : 

f o r many d e b t o r s e x c e s s i v e i n s t a l l m e n t debt i s not a s s o c i a t e d w i t h 

h i g h consumpt ion o f the t h ree c a t e g o r i e s o f f a m i l y l i v i n g expend i tu res 

wh i ch g i v e r i s e t o most i n s t a l l m e n t d e b t . 

Nex t two subse t s o f the sample were examined t o see i f the 

r e l a t i o n s h i p s between dependent and independent v a r i a b l e s were a f f e c t e d . 

Respondents w i t h incomes l e s s than $1000 and t h o s e l i v i n g i n the South 

2 

were a l t e r n a t e l y o m i t t e d from the a n a l y s i s . The nega t i ve r e l a t i o n 

s h i p s f o r the au tomob i l e and summation v a r i a b l e s were l e s s f o r both 

subse t s than f o r the f u l l sample o f d e b t o r s . In a d d i t i o n , the e x c l u s i o n 

o f Sou the rn d e b t o r s , reduced the p o s i t i v e r e l a t i o n s h i p between the 

p r o b a b i l i t y o f some t r o u b l e and the hous ing and nonautomot ive du rab le 

goods v a r i a b l e s . However, the u n d e r l y i n g " U " shapes p e r s i s t e d f o r a l l 

v a r i a b l e s f o r b o t h dependent v a r i a b l e s . S u p p o r t i n g da ta appear i n the 

a p p e n d i x , T a b l e s D.2 and D . 5 . 

S u p r a , chap , i i i , p . 2 2 . 



TABLE 5.1 

PERCENTAGE OF DEBTORS WITH NO AUTOMOBILES AND NO EXPENDITURES 
FOR HOUSING AND NONAUTOMOTIVE DURABLES BY DEBT 

TROUBLE CLASSIFICATIONS 

P e r cen t o f d e b t o r s i n each t r o u b l e c l a s s i f i c a t i o n 

In deep 
t r o u b l e 

(N = 139) 

Not i n 
deep t r o u b l e 

(N = 1084) 

In some 
t r o u b l e 

(N = 495) 

Not i n 
some t r o u b l e 

(N = 728) 

( l ) N o . h o u s i n g expense 27 16 19 17 

(2) No au tomob i l e v a l u e 23 13 16 14 
(3 ) No net o u t l a y f o r 

nonautomot ive d u r a b l e s 56 43 46 43 

(4) No f o r one , but o n l y 
one o f above c a t e g o r i e s 46 ^3 44 43 

(5 ) No f o r two, but o n l y 
two o f above c a t e g o r i e s 22 13 16 13 

(6) No f o r a l l t h ree c a t e g o r i e s 8 . 5 2 2 2 

(7) No f o r a t l e a s t 
one ca tego ry 73 57 62 57 

a R e f e r e n c e i s t o c a t e g o r i e s o f consumpt ion on l i n e s ( l ) , ( 2 ) , ( 3 ) -

L i n e (7) i s the sum o f l i n e s ( 4 ) , ( 5 ) and ( 6 ) . 
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R e g r e s s i o n A n a l y s i s 

The " U " shaped r e l a t i o n s h i p s obse rved i n the g r a p h i c a n a l y s i s 

sugges ted t h a t q u a d r a t i c o r p a r a b o l i c f u n c t i o n s would be a p p r o p r i a t e 

f o r r e g r e s s i o n e s t i m a t e s . E q u a t i o n (a ) r e p r e s e n t s the model used , 

where Y i s the 0 ,1 dependent v a r i a b l e ; 

( a ) Y = a + bA + cA + | i 

A i s the au tomob i l e v a r i a b l e ; a , b, and c a r e i n t e r c e p t and s l ope 

p a r a m e t e r s ; and n i s a n o r m a l l y d i s t r i b u t e d , mean-zero d i s t u r b a n c e 

w i t h f i n i t e v a r i a n c e . To g i v e the " U " shaped p a r a b o l a s p o s i t i v e 

v a l u e s o f a and c were e x p e c t e d . I f t h e n e g a t i v e r e l a t i o n s h i p between 

the dependent and independent v a r i a b l e s was s t r o n g e r than the p o s i t i v e 

r e l a t i o n s h i p , b would be n e g a t i v e ; i f the converse were t r u e , b 

wou ld be p o s i t i v e . Co r respond ing models f o r the hous ing (H ) , non-

au tomot i ve d u r a b l e goods ( D ) , and summation ( S ) v a r i a b l e s a l s o were 

fo rmed. In a d d i t i o n , l i n e a r and squared forms o f A , D, and H were 

i n c l u d e d t o g e t h e r i n m u l t i p l e r e g r e s s i o n equa t i ons t o o b t a i n the net 

e f f e c t o f each independent v a r i a b l e on the dependent v a r i a b l e s . The 

use o f q u a d r a t i c f u n c t i o n s and 0 ,1 dependent v a r i a b l e s posed s p e c i a l 

i n t e r p r e t a t i o n p rob lems . 

I n t e r p r e t a t i o n . — F i r s t assume t h a t e q u a t i o n (a ) has been 

e s t i m a t e d by r e g r e s s i o n t e c h n i q u e s . Then e q u a t i o n (b) would rep resen t 

t h e e s t i m a t e d e q u a t i o n , where a , b , and c a r e 

(b) Y = a + 6A + c A 2 

paramete r e s t i m a t e s and Y i s the computed v a l u e o f Y g i v e n an o b s e r v a 

t i o n on A . The computed v a l u e s o f Y , i n d i c a t e d by Y , a r e i n t e r p r e t e d 

i n t h i s s t udy as the p r o b a b i l i t y o f b e i n g i n deep t r o u b l e o r i n some 

t r o u b l e w i t h r e g a r d to i n s t a l l m e n t deb t . 
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Regress ion c o e f f i c i e n t s a re e s t i m a t e s o f the net change i n 

the dependent v a r i a b l e , g i v e n a one u n i t i n c r e a s e i n the independent 

v a r i a b l e . Bu t , s i n c e these models a re c u r v i l i n e a r , the e s t i m a t e d 

e f f e c t o f changes i n A , D, o r H on the p r o b a b i l i t y o f leaving debt 

t r o u b l e depends upon the l e v e l o f t h e independent v a r i a b l e under 

c o n s i d e r a t i o n . F o r example , i n o r d e r t o e s t i m a t e the change i n the 

p r o b a b i l i t y o f h a v i n g debt t r o u b l e , g i v e n a s p e c i f i e d change i n the 

au tomob i le v a r i a b l e , the f o l l o w i n g r e l a t i o n s h i p can be u s e d : 

( c ) AY = (b + 2cA)AA + c (AA) , where A i n d i c a t e s 

c h a n g e . 3 

S i m i l a r r e l a t i o n s h i p s can be deve loped f o r e q u a t i o n s i n wh ich o t h e r 

independent v a r i a b l e s appear i n q u a d r a t i c f o r m . 

I n t e r p r e t a t i o n o f s t a t i s t i c s t o measure the degree o f a s s o c i a 

t i o n between independent and dependent v a r i a b l e s a l s o r e q u i r e s s p e c i a l 
2 . 

ment ion . Low v a l u e s o f c o e f f i c i e n t s o f d e t e r m i n a t i o n (R ) were 
2 

expec ted f o r two r e a s o n s . ( l ) R measures the degree o f l i n e a r 

r e l a t i o n s h i p but p e r f e c t l i n e a r c o r r e l a t i o n i s i m p o s s i b l e between 

0 ,1 dependent v a r i a b l e s and independent v a r i a b l e s . To a v o i d t h i s 
2 

p rob lem, a c o r r e l a t i o n r a t i o (e ) can be used s i n c e i t measures 
2 

goodness o f f i t w i t h o u t the l i n e a r r e s t r i c t i o n . To compute e 

the o b s e r v a t i o n s a r e grouped a c c o r d i n g t o independent v a r i a b l e v a l u e s 

and the mean found f o r each g roup . F o r i n s t a n c e , d e b t o r s were grouped 

a c c o r d i n g to t h e i r v a l u e s o f A , t hen the p r o p o r t i o n s i n deep t r o u b l e 
2 

and i n some t r o u b l e found f o r each g roup , e i s d e f i n e d as f o l l o w s : 
3 The r e l a t i o n s h i p f o l l o w s f rom a p p l i c a t i o n o f the " d e l t a 

p r o c e s s " d e s c r i b e d i n most c a l c u l u s t e x t b o o k s . F o r example , see 
W. H a r t , A n a l y t i c a l Geometry and C a l c u l u s ( B o s t o n : Heath and Company, 
1957) , Chapter 5. 
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2 ^ _ C V Y ) 2 

e = — 
E E ( Y . . - Y ) 

where Y^ i s the mean o f the i t h group c o n s i s t i n g o f n . o b s e r v a t i o n s 

— 4 2 and Y i s the mean o f a l l o b s e r v a t i o n s . (2 ) Low v a l u e s o f R and 

2 

e were bo th l i k e l y due t o response e r r o r s o c c u r r i n g i n da ta ob ta ined 

by p e r s o n a l i n t e r v i e w . Such e r r o r s i n c r e a s e the v a r i a b i l i t y o f 

dependent and independent v a r i a b l e s , r e s u l t i n g i n reduced l i k e l i h o o d 
2 2 

o f e x p l a i n i n g the v a r i a t i o n . F o r the above reasons R and e were 

c o n s i d e r e d l e s s impor tan t i n i n t e r p r e t i n g the r e s u l t s than the 

r e g r e s s i o n c o e f f i c i e n t s . 

R e s u l t s . — R e g r e s s i o n r e s u l t s a re shown i n Tab le 5 . 2 . In 

i n d i v i d u a l e q u a t i o n s , A , D, H , and S , each showed s i g n i f i c a n t r e l a t i o n 

s h i p s w i t h the two dependent v a r i a b l e s , "deep t r o u b l e " (DT) and 

"some t r o u b l e " ( S T ) . However i n most equa t i ons e i t h e r the l i n e a r o r 

squared fo rm o f t h e v a r i a b l e was not s i g n i f i c a n t . The s imp le c o r r e l a 

t i o n between the l i n e a r and squared forms o f a v a r i a b l e i s o f t e n 

s u b s t a n t i a l . When the c o r r e l a t i o n between the dependent v a r i a b l e and 

one form o f t h e independent v a r i a b l e i s l ower than the i n t e r c o r r e l a -

t i o n between the two forms o f the independent v a r i a b l e , the s tandard 

e r r o r o f t h e independent v a r i a b l e may be l a r g e r e l a t i v e t o i t s 

c o e f f i c i e n t . ^ 
2 2 2 2 L a r g e r c o e f f i c i e n t s on D and H compared w i t h A and S 

r e f l e c t the s t r o n g e r c u r v i l i n e a r e f f e c t o f the fo rmer , i n d i c a t e d 

4 2 F o r a d e t a i l e d d i s c u s s i o n o f e see Ne te r and Maynes, op. c i t 

^S imp le c o r r e l a t i o n c o e f f i c i e n t s among the v a r i a b l e s a re 
d i s p l a y e d i n Tab le D.8 . H igh i n t e r c o r r e l a t i o n among the independent 
v a r i a b l e s was no t a major p rob lem. 



TABLE 5.2 

REGRESSION RESULTS 

R e g r e s s i o n C o e f f i c i e n t s S tandard 
( e s t i m a t e d s t a n d a r d e r r o r s i n p a r e n t h e s e s ) E r r o r ? p b 

o f R e _ Q Q Q Q 
E q u a t i o n Cons tan t A A D D H E S S Es t ima te 

Dependent v a r i a b l e = 
Deep t r o u b l e (DT) 

(1) .11 . o i n .05 .32 .01 .06 
( .01) ( . 05 ) ( . 02 ) 

(2) .10 - . 7 6 2 .62 .31 .03 .12 
( . 01 ) ( . 18 ) (.41) 

(3 ) .10 - . 2 0 .56 .31 .05 -10 
( . 01 ) ( .07) ( . 08 ) 

(k) .11 . o i n .03 .32 .01 .07 
( .01) ( . 04 ) ( . 01 ) 

(5 ) .10 .19 - . 0 3 n - . 5 7 1.60 - . 1 9 .55 - - .31 .07 
( . 01 ) ( . 06 ) ( . 02 ) ( . 17 ) ( . 45 ) ( . 0 8 ) ( . 10 ) 



TABLE 5.2 - - Cont inued 

R e g r e s s i o n C o e f f i c i e n t s S tandard 
( e s t i m a t e d s t a n d a r d e r r o r s i n p a r e n t h e s e s ) E r r o r _ p b 

o f R e a 2 2 2 2 
E q u a t i o n Cons tan t A A D D H H S S Es t ima te 

Dependent v a r i a b l e 
Some t r o u b l e (ST) 

= 

(6) .41 
( . 01 ) 

• 31 
( . 08 ) 

- 0 3 n 

( . 0 3 ) 
.49 .01 .08 

(7) . 40 
( . 01 ) 

- 0 3 n 

( . 26 ) 
1.35 
( . 64 ) 

.01 .10 

(8) . 40 
( . 01 ) 

- . l 6 n 

( . 12 ) 
.40 

( . 19 ) 
.49 .01 .05 

(9) .41 
( . 0 1 ) 

.23 - . 0 2 n 

( . 06 ) ( . 02 ) 
.49 .01 .08 

(10) .40 
( . 01 ) 

• 51 
( . 09 ) 

- . 1 1 
( . 03 ) 

• 1 7 n 

( . 27 ) 
. 4 6 n 

( . 70 ) 
- . 2 9 
( . 12 ) 

.66 
( . 15 ) 

- .48 .04 

(11) .40 
( . 01 ) 

.52 
( . 09 ) 

- . 1 2 
( . 03 ) 

- - - . 3 1 
( . 12 ) 

• 73 
M M 

- .48 .03 

n n o n s i g n i f i c a n t a t the .05 l e v e l 

e q u a t i o n s e s t i m a t e d were o f the f o l l o w i n g fo rms: Y = a + bX + c X ; Y = a + bA + cA + dD + e 
+ fH + g H 2 where Y = DT o r ST and X = A o r D o r H o r S 

b c o r r e l a t i o n r a t i o 
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g r a p h i c a l l y i n F i g u r e s 5.2 and 5-3- In e q u a t i o n s 5, 6, 9, 10 and 

11 the c o e f f i c i e n t s o f the squared terms f o r A o r S were n e g a t i v e . 

T h i s i n d i c a t e s t h a t the e s t i m a t e d p a r a b o l a s a r e " 0 " shaped r a t h e r 

than " U " shaped. In these c a s e s , however , the v e r t e x o f the 

es t ima ted p a r a b o l a s a r e a t o r v e r y near the maximum p o s i t i v e v a l u e s 

o f the A and S v a r i a b l e s , see F i g u r e s 5«1 and 5-4. Thus , the s t r o n g 

p o s i t i v e r e l a t i o n s h i p between these independent v a r i a b l e s and debt 

t r o u b l e o v e r r i d e s the " U " shaped r e l a t i o n s h i p t h a t appears i n the 

g raphs . 

2 2 

The c o r r e l a t i o n measures , R and e , t o g e t h e r w i t h the s t a n d 

a r d e r r o r s o f the e s t i m a t e , i n d i c a t e the D and H were more r e l i a b l e 

p r e d i c t o r s o f DT than were A o r S . The t h r e e independent v a r i a b l e s 

used t o g e t h e r i n a m u l t i p l e c u r v i l i n e a r r e g r e s s i o n on DT were 

s i g n i f i c a n t , e q u a t i o n 5- Together t hey accoun t f o r more o f t h e 

v a r i a t i o n i n the deep t r o u b l e v a r i a b l e than any one a l o n e o r t h e 

summation v a r i a b l e , S . 

The r e l a t i o n s h i p s between the independent v a r i a b l e s and ST 

were l e s s s t r o n g than was t r u e f o r DT. Durab le goods (D) was the 

b e s t p r e d i c t o r when independent v a r i a b l e s were t aken i n d i v i d u a l l y , 

but t h i s v a r i a b l e , was not s i g n i f i c a n t a t the f i v e p e r c e n t l e v e l 

i n the m u l t i p l e r e g r e s s i o n , e q u a t i o n 7 , 10 and 1 1 . 

P r e d i c t e d p r o b a b i l i t i e s o f DT and ST based on e q u a t i o n s i n 

Table 5-2 and the m a r g i n a l e f f e c t o f each independent v a r i a b l e 

c a l c u l a t e d f rom e q u a t i o n ( c ) above , f o r v a r i o u s v a l u e s o f each 

independent v a r i a b l e , a r e shown i n T a b l e 5«3' The v a l u e s o f i ndepend 

ent v a r i a b l e s shown a r e t h o s e used i n c o n s t r u c t i n g F i g u r e s 5.1, 5-2, 

5«3 and 5«4. S i n c e the e f f e c t s a r e s t r o n g e s t f o r v e r y h i g h and v e r y 
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TABLE 5 .3 

PREDICTED PROBABILITIES OF TROUBLE ( Y ) a , AND MARGINAL 

EFFECT ( A Y ) b , FOR VARIOUS CONSUMPTION LEVELS OF 

AUTOMOBILES, OTHER DURABLES AND HOUSING 0 

P r o b a b i l i t y o f t r o u b l e 
Deep Some 

Summation V a r i a b l e (S) Y AY Y AY 

- . 9 0 3 ! • 13 .01 •19 .08 
- - 3 6 o f .11 d • 32 • 07 
- .250 .11 d • 35 • 07 
- -175 .11 d • 37 .07 
- .125 .11 d • 38 .07 
- .085 .11 d • 39 • 07 
- .055 .11 d .40 .07 
- .030 .11 .01 .40 .07 
- .010 .11 .01 .41 .07 

0 .11 .01 .41 • 07 
.010 .11 .01 .41 • 07 
.030 .11 .01 .42 • 07 
.055 .11 .01 .42 .07 
.085 .11 .01 .43 • 07 
.125 .11 .01 .44 .07 
.175 .11 .01 M • 07 
. 2 5 0 . .11 .01 .47 .06 
.480* .12 .01 .52 .06 

3 . 2 4 5 e .46 .06 •95 .03 

Deep Some 
AY Au tomob i l e V a r i a b l e (A) Y AY Y AY 

- . 850^ .14 .01 .12 .08 
- . 1 8 0 1 .11 d • 35 .07 
- .125 .11 d • 37 • 07 
- .085 .11 d .38 • 07 
- .055 .11 d • 39 .07 
- .030 .11 d .40 • 07 
- .010 .11 d .41 .07 

0 .11 d .41 .07 
.010 .11 d .41 .07 
.030 .11 .01 .42 .07 
.055 .11 .01 .43 .07 
.085 .11 .01 .44 • 07 
.125 .11 .01 .45 .07 
. 1 7 5 - .11 .01 .46 .06 
.280* .12 .01 .49 .06 

2 .607 .48 .06 1.01 .03 
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TABLE 5 .3 — Con t i nued 

P r o b a b i l i t y o f t r o u b l e 
Nonautomot ive Durab le Deep Some 
Goods V a r i a b l e (D) ? A ? % A ? 

- .100° .20 .09 .42 • .02 
- .080 .18 .08 .41 • .01 
- .055 .15 .07 .41 - .01 
- .030 • 13 .06 . 40 d 
- .010 .11 .05 . 40 d 

0 .10 .04 .40 .01 
.010 .09 .04 .40 .01 
.030 .08 .03 .40 .01 
.055 .07 .02 .40 .02 
.085 .05 .01 .41 .02 
. 1 2 5 . .05 .01 .42 • 03 
.200 .05 .04 .45 • 05 
. 5 0 0 6 .38 .17 .72 .11 

Deep Some 
Hous ing V a r i a b l e (H) Y AY Y AY 

- . 6 2 2 * .44 .11 .65 - .08 
- .190 .16 .05 .44 - .04 
- .125 • 13 .04 .43 - -03 
- .070 .12 • 03 .41 - .02 
- .030 .11 .02 .41 - .02 
- .010 .10 .02 .42 - .02 

0 .10 .02 .40 - .01 
.010 . 10 .02 .40 - .01 
.030 .09 .01 . 40 - .01 
.055 .09 .01 • 39 - .01 
.085 .09 d • 39 - .01 
• I 2 5 f 

.08 d • 39 - .01 
.220 .08 .02 • 38 .01 
• 9 S * e 

• 
.14 .64 .10 

a Computed f rom e q u a t i o n s 1-4 and 6 -9 i n T a b l e 5«2. 

b Computed f rom e q u a t i o n ( c ) , page 4 l . The v a l u e s used f o r A 
were one s t a n d a r d d e v i a t i o n f o r the r e s p e c t i v e v a r i a b l e , as f o l l o w s : 
A , . 2 2 ; D, . 0 8 ; H, . 1 4 ; S , . 3 0 . 

Consumption l e v e l s used a r e m i d p o i n t s o f c l a s s i n t e r v a l s used 
i n F i g u r e s 5 . 1 , 5 * 2 , 5«3 and 5«4, and 0 , the expec ted v a l u e o f the 
v a r i a b l e s . 

d - . 0 0 5 £ AY ^ .005 

e M i d p o i n t o f l o w e s t / h i g h e s t c l a s s 
A"" 

Va lue o f median o b s e r v a t i o n i n l o w e s t / h i g h e s t c l a s s 
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l ow v a l u e s o f each independent v a r i a b l e , e s t i m a t e s were made f o r 

m i d p o i n t s o f extreme c l a s s e s as w e l l as f o r the v a l u e o f the 

median o b s e r v a t i o n . The v a l u e s used f o r A i n e q u a t i o n ( c ) were 

the r e s p e c t i v e s t a n d a r d d e v i a t i o n s f o r S , A , D and H. 

An exam ina t i on o f the d a t a p r e s e n t e d i n Tab les 5 .2 and 5.3 

p e r m i t the f o l l o w i n g c o n c l u s i o n s : 

(1 ) the p r o b a b i l i t y o f deep t r o u b l e i n c r e a s e d w i t h a net 

i n c r e a s e o f a u t o m o b i l e consumpt ion , as h y p o t h e s i z e d . But the 

m a r g i n a l e f f e c t on deep debt t r o u b l e o f consumpt ion i n c r e a s e s o f 

o t h e r d u r a b l e goods and h o u s i n g was n e g a t i v e f o r most o f the range 

o f t hese two v a r i a b l e s . ^ Taken i n d i v i d u a l l y , and u s i n g the c o r r e l a 

t i o n r a t i o as t h e c r i t e r i a , nonautomot ive d u r a b l e goods consumpt ion 

was more c l o s e l y a s s o c i a t e d w i t h deep t r o u b l e than au tomob i le o r 

h o u s i n g consumpt ion . 

(2 ) the summation v a r i a b l e d i d r e f l e c t the b a l a n c i n g o f 

under- and overconsumpt ion among the t h r e e c a t e g o r i e s o f consumpt ion 

t e s t e d ( A , D , H , ) , r e s u l t i n g i n a p o s i t i v e r e l a t i o n s h i p between t h i s 

7 

v a r i a b l e and t h e p r o b a b i l i t y o f deep t r o u b l e f o r most r esponden ts . 

(3 ) s i g n i f i c a n t p r e d i c t o r s o f t h e p r o b a b i l i t y o f some  

t r o u b l e were au tomob i l e and h o u s i n g consumpt ion . Au tomob i le 

consumpt ion had the expec ted p o s i t i v e r e l a t i o n s h i p and hous ing the 

r e v e r s e , ove r most o f t h e i r r a n g e s . However, i n i n d i v i d u a l r e g r e s s 

i o n s nonautomot ive d u r a b l e goods consumpt ion was most h i g h l y r e l a t e d 

t o some t r o u b l e . 

A p p r o x i m a t e l y 95 Ver cen t o f respondents had v a l u e s o f D 
and H wh ich f e l l i n n e g a t i v e p o r t i o n o f the r e g r e s s i o n curve f o r each 
o f t h e s e two v a r i a b l e s . 

7 
On ly f i f t e e n p e r cen t o f the responden ts w i t h ex t reme ly low 

v a l u e s o f S f e l l i n the range where DT i n c r e a s e d as S d e c r e a s e d . 
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(4 ) i n the p r e d i c t i o n o f some t r o u b l e , the summation 

v a r i a b l e behaved as h y p o t h e s i z e d , w i t h a p o s i t i v e r e l a t i o n s h i p . 

(5 ) the t e s t e d independent v a r i a b l e s were b e t t e r p r e d i c t o r s 

o f deep t r o u b l e than o f some t r o u b l e a l t h o u g h they accoun ted f o r 

o n l y a s m a l l amount o f t h e v a r i a t i o n o f b o t h dependent v a r i a b l e s . 

Tab le 5 ' ^ be low i l l u s t r a t e s how e q u a t i o n s (5) and ( l l ) 

f rom Tab le 5 ' 2 may be used t o p r e d i c t the p r o b a b i l i t i e s o f deep and 

some t r o u b l e f o r f o u r r e s p o n d e n t s , a l l i n t h e same income c l a s s 

($4000-4999) , D u"t w i t h v a r i o u s l e v e l s o f h o u s i n g , au tomob i l e and 

o t h e r du rab le goods consumpt ion . 

R e s u l t s o f r e g r e s s i o n a n a l y s i s f o r t h e two subse t s o f d e b t o r s — 

those w i t h incomes $1000 o r more (Subse t I ) and those i n a l l r e g i o n s 

except the South (Subset I I ) — a r e p r e s e n t e d i n Append ix D. N e i t h e r 

m o d i f i c a t i o n improved the e x p l a n a t o r y powers o f t h e independent 

v a r i a b l e s nor changed t h e d i r e c t i o n o f the r e l a t i o n s h i p s o b t a i n e d i n 

the a n a l y s i s o f t h e f u l l sample . However, some d i f f e r e n c e s were 

o b s e r v e d . 

In Subset I the h o u s i n g v a r i a b l e dropped ou t o f the m u l t i 

v a r i a t e e s t i m a t i o n o f the p r o b a b i l i t y o f deep t r o u b l e ; a n d , n e i t h e r 

hous ing nor nonautomot ive d u r a b l e goods consumpt ion had s i g n i f i c a n t 

r e l a t i o n s h i p s w i t h the p r o b a b i l i t y o f some t r o u b l e when c o n s i d e r e d 

a l ong w i t h au tomob i le consumpt ion . T h e r e f o r e , the n e g a t i v e r e l a t i o n 

s h i p between hous ing consumpt ion and debt t r o u b l e obse rved i n the f u l l 

sample r e s u l t e d f rom the b e h a v i o r o f v e r y l o w income d e b t o r s . 

In m u l t i p l e r e g r e s s i o n a n a l y s i s o f Subset I I , au tomob i l e and 

hous ing consumpt ion were s i g n i f i c a n t l y r e l a t e d t o deep t r o u b l e . On ly 

au tomob i le consumpt ion has a s i g n i f i c a n t r e l a t i o n s h i p w i t h the p r o b 

a b i l i t y o f some t r o u b l e . 



TABLE 5.4 

EXAMPLES OF THE EFFECTS OF INDEPENDENT VARIABLES FOR 
VARIOUS VALUES OF CONSUMPTION OF AUTOMOBILES, 

NONAUTOMOTIVE DURABLES AND HOUSING 

D i s p o s a b l e 
Income 

( D o l l a r s ) Au tomob i le 

Nonautomot ive 
Durab le 

Goods Hous ing 
Cons tan t 

Term 

P r o b a b i l i t y 
o f T roub le . 

Deep Some 

Mean v a l u e f o r income c l a s s 
($4000-4999) 

$ 619 $ 181 $600 .01 .52 

Example (1) 
A c t u a l v a l u e o f consumpt ion 
E f f e c t o f independent v a r i 

a b l e s — deep t r o u b l e 
E f f e c t o f independent v a r i 

a b l e s - - some t r o u b l e 

4860 
$1540 0 0 

.10 

.40 

•19 

• 54 

Example (1) 
A c t u a l v a l u e o f consumpt ion 
E f f e c t o f independent v a r i 

a b l e s — deep t r o u b l e 
E f f e c t o f independent v a r i 

a b l e s - - some t r o u b l e 

4860 

• 03 

.09 

.02 • 03 

.05 

.10 

.40 

•19 

• 54 
Example (2 ) 

A c t u a l v a l u e o f consumpt ion 
E f f e c t o f independent v a r i 

a b l e s - - deep t r o u b l e 
E f f e c t o f independent v a r i 

a b l e s - - some t r o u b l e 

4440 
$1453 0 $48o 

.10 

.40 

.16 

• 50 

Example (2 ) 
A c t u a l v a l u e o f consumpt ion 
E f f e c t o f independent v a r i 

a b l e s - - deep t r o u b l e 
E f f e c t o f independent v a r i 

a b l e s - - some t r o u b l e 

4440 

.03 

.09 

.03 .01 

.01 

.10 

.40 

.16 

• 50 
Example (3) 

A c t u a l v a l u e o f consumpt ion 
E f f e c t o f independent v a r i 

a b l e s — deep t r o u b l e 
E f f e c t o f independent v a r i 

a b l e s - - some t r o u b l e 

4871 
$ 170 $ 556 $744 

.10 

.40 

.04 

.34 

Example (3) 
A c t u a l v a l u e o f consumpt ion 
E f f e c t o f independent v a r i 

a b l e s — deep t r o u b l e 
E f f e c t o f independent v a r i 

a b l e s - - some t r o u b l e 

4871 

-.02 

- . 0 5 

- . 0 3 -.01 

-.01 

.10 

.40 

.04 

.34 



TABLE 5.4 — Con t inued 

D i s p o s a b l e 
Income 

( D o l l a r s ) Au tomob i l e 

Nonautomot i v e 
Durab le 

Goods Hous ing 
Cons tan t 

Term 

P r o b a b i l i t y 
o f T roub le t 

Deep Some 

Example (4) 
A c t u a l v a l u e o f consumpt ion 

1+7^3 
0 $1090 $804 

E f f e c t o f independent v a r i 
a b l e s — deep t r o u b l e 

E f f e c t o f independent v a r i 
a b l e s - - some t r o u b l e 

- . 0 3 

- . 0 7 

- . 0 5 - . 0 1 

- . 0 1 

.10 

.40 

.02 

• 32 

2 2 2 
E s t i m a t e s o b t a i n e d f rom DT = .10 + .19A - .03A - .57D + 1.60D - .19H + .55H ( e q u a t i o n (5 ) 

Tab le 5-2) 

E s t i m a t e s o b t a i n e d f rom ST = .40 + .52A - . 1 2 A 2 - .3IH + - 7 3 H 2 ( e q u a t i o n ( l l ) Tab le 5 .2 ) 

P r o b a b i l i t i e s o f t r o u b l e a r e no t computed v a l u e s but a c t u a l p r o p o r t i o n s o f respondents i n deep t r o u b l e 
and i n some t r o u b l e i n t h i s income c l a s s . 

N o t e : E f f e c t s o f independent v a r i a b l e s p l u s the cons tan t te rm may not e q u a l p r o b a b i l i t i e s e s t i m a t e d 
f rom t h e e q u a t i o n s due t o r o u n d i n g . 



CHAPTER V I 

WHO HAS EXCESSIVE INSTALLMENT DEBT? 

C h a r a c t e r i s t i c s o f e x c e s s i v e l y i n d e b t e d consumers a r e 

summarized i n t h i s c h a p t e r . The f i n d i n g s were o b t a i n e d th rough 

g r a p h i c and t a b u l a r a n a l y s i s . The r e l a t i o n s h i p s between the p r o b 

a b i l i t i e s o f deep t r o u b l e and some t r o u b l e and economic and demo

g r a p h i c c h a r a c t e r i s t i c s o f d e b t o r s a r e p o r t r a y e d i n F i g u r e 6.1."'" 

The d i s c u s s i o n below does n o t d i f f e r e n t i a t e between deep t r o u b l e 

and some t r o u b l e excep t when f i n d i n g s d i f f e r f o r the two 

c l a s s i f i c a t i o n s . 

P e r s o n a l C h a r a c t e r i s t i c s . - - I n g e n e r a l , t hose most ap t 

t o have i n s t a l l m e n t debt were no t l i k e l y t o be i n t r o u b l e as 

i n f r e q u e n t u s e r s . M a r r i e d , m i d d l e income spend ing u n i t s , between 

25 and 44 y e a r s use i n s t a l l m e n t c r e d i t the mos t , y e t the g r e a t e s t 

p r o p o r t i o n s o f d e b t o r s i n t r o u b l e were found among the unmarr ied 

( e s p e c i a l l y the widowed, d i v o r c e d and s e p a r a t e d ) , the p o o r , and 

those under 25 o r 65 o r o l d e r . A t l e a s t h a l f o f the deb to r spend ing 

u n i t s headed by a woman a n d / o r a Negro had modera te l y heavy i n s t a l l 

ment deb t burdens and t h e r e f o r e were c l a s s i f i e d as i n some f i n a n c i a l 

t r o u b l e . E d u c a t i o n showed an i n v e r s e r e l a t i o n s h i p w i t h debt t r o u b l e . 

"^Table E . l c o n t a i n s d a t a f rom wh ich the f i g u r e was c o n s t r u c t e d . 

52 
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The r e l a t i o n s h i p between the number o f p e o p l e i n the 

spending u n i t and t r o u b l e f rom debt i s i r r e g u l a r . The f i g u r e shows 

a somewhat l a r g e r share o f one pe rson spend ing u n i t s i n t r o u b l e 

than those w i t h two o r more p e r s o n s . However, the r e a d e r s h o u l d 

c o n s i d e r t h a t the same c r i t e r i a were used to c l a s s i f y a l l s i z e s 

2 

o f spend ing u n i t s as i n t r o u b l e o r n o t . I t i s p o s s i b l e t h a t one 

person spend ing u n i t s c o u l d bear a h i g h e r debt to income r a t i o 

than l a r g e r u n i t s s i n c e income requ i remen ts f o r b a s i c needs a r e l e s s . 

Economic c h a r a c t e r i s t i c s . - - T r o u b l e f rom deb t was i n v e r s e l y 

r e l a t e d to income and l i q u i d a s s e t s , no t s u r p r i s i n g l y , s i n c e t hese 

two v a r i a b l e s were used i n c l a s s i f y i n g the d e b t o r s as i n t r o u b l e o r 

n o t . The sharp drops i n p r o p o r t i o n s i n deep t r o u b l e above $4000 

and i n some t r o u b l e above $6000 income a re due t o use o f t hese v a l u e s 

as c u t o f f p o i n t s i n the c l a s s i f i c a t i o n scheme. I t i s i n t e r e s t i n g t o 

note t h a t 13 p e r cen t o f deb to rs w i t h incomes o f $10 ,000 o r more a r e 

i n some t r o u b l e . S i x p e r cent o f t h e sample a r e i n t h i s g roup . 

As the amount o f debt o u t s t a n d i n g i n c r e a s e d , the p r o b a b i l i t y 

o f some t r o u b l e a l s o i n c r e a s e d . A s i m i l a r r e l a t i o n s h i p e x i s t e d 

between debt amount and deep t r o u b l e , bu t n o t as marked. The p r o 

p o r t i o n o f deb to rs i n deep t r o u b l e tended t o l e v e l ou t above $500 

o u t s t a n d i n g . T h i s may r e f l e c t the f a c t t h a t l a r g e r l o a n s f r e q u e n t l y 

have l o n g e r m a t u r i t i e s thus the c u r r e n t burden (repayment s i z e ) does 

not i n c r e a s e w i t h l o a n s i z e above $500 . 

The h i g h e r than average p r o p o r t i o n o f d e b t o r s i n t r o u b l e 

f o r those whose income was no more than 75 p e r cen t o f t h e p r e v i o u s 

See p r e v i o u s d i s c u s s i o n o f the c r i t e r i a used t o c l a s s i f y 
d e b t o r s . S u p r a , chap , i v , p. 2 7 . 
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y e a r ' s income con f i rmed the e x p e c t a t i o n t h a t f i n a n c i a l d i f f i c u l t i e s 

due t o i n s t a l l m e n t debt r e s u l t when income d e c l i n e s . The s l i g h t l y 

above ave rage i n c i d e n c e o f t r o u b l e f o r d e b t o r s w i t h incomes 125 

p e r cen t o r more than the p r e v i o u s y e a r may r e s u l t f rom the 

a n t i c i p a t i o n by d e b t o r s o f f u r t h e r income i n c r e a s e s . In such 

c i r c u m s t a n c e s some d e b t o r s i n c u r deb t on the b a s i s o f expec ted income. 

L a b o r e r s and s e r v i c e workers a r e t h e o n l y employee groups 

e s p e c i a l l y marked by debt t r o u b l e . Nonemployed p e r s o n s — t h e 

unemployed and the r e t i r e d — a l s o tended t o have above average p r o 

p o r t i o n s i n t r o u b l e . Many i n t h e l a t t e r two groups would have 

e x p e r i e n c e d income d e c l i n e s , ment ioned above as a s s o c i a t e d w i t h 

deb t t r o u b l e . A l s o r e l a t e d t o the o c c u p a t i o n v a r i a b l e i s the 

number o f weeks worked by the d e b t o r d u r i n g the p r e v i o u s y e a r . 

Less than f u l l t i m e employment i s a s s o c i a t e d w i t h above average 

l i k e l i h o o d o f b e i n g i n t r o u b l e w i t h r e g a r d to i n s t a l l m e n t d e b t . 

L a b o r e r s , s e r v i c e w o r k e r s , t h e unemployed and the r e t i r e d would 

be more a p t t o have l e s s than f u l l employment than o t h e r o c c u p a t i o n 

c a t e g o r i e s . R e l a t i o n s h i p s l i k e w i s e e x i s t between o c c u p a t i o n groups 

a s s o c i a t e d w i t h debt t r o u b l e and the l e s s e d u c a t e d , the young and 

o l d , N e g r o e s , and t h e p o o r . 

O t h e r c h a r a c t e r i s t i c s . — Sou the rn d e b t o r s a re more l i k e l y 

than o t h e r s t o be i n t r o u b l e w i t h r e g a r d t o i n s t a l l m e n t d e b t . A l s o , 

t hose l i v i n g o u t s i d e o f major m e t r o p o l i t a n a reas had above average 

i n c i d e n c e o f t r o u b l e . However, incomes and l i v i n g c o s t s tend to be 

l o w e r i n the Sou th and i n n o n m e t r o p o l i t a n a r e a s . T h e r e f o r e some 

d e b t o r s i n t hese groups may have been m i s c l a s s i f i e d as i n t r o u b l e 

a c c o r d i n g t o the c r i t e r i a u s e d . 
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Debtors who own t h e i r own homes a r e l e s s l i k e l y t o be i n 

t r o u b l e w i t h r e g a r d t o i n s t a l l m e n t debt than those w i t h o t h e r 

hous ing a r rangements . The p r o b a b i l i t y o f t r o u b l e f o r t h e r e n t e r 

i s s l i g h t l y h i g h e r than f o r owners , bu t t hose who n e i t h e r own no r 

ren t a re ex t reme ly s u s c e p t i b l e . The l a t t e r c a t e g o r y i s s m a l l (h p e r 

cent o f a l l d e b t o r s ) and i n c l u d e s those who l i v e i n t r a i l e r s , r e n t 

p a r t o f a n o t h e r ' s d w e l l i n g , o r r e c e i v e s h e l t e r as p a r t o f t h e i r 

income. For the l a s t g roup , income wou ld be unde res t ima ted s i n c e 

i n c o m e - i n - k i n d i s no t c o n s i d e r e d i n t h i s s t u d y . The r e s u l t wou ld 

be t o c l a s s i f y some deb to rs i n t r o u b l e based on t h e i r money income 

when i n f a c t t h e i r r e a l income wou ld p e r m i t t h e i r l e v e l o f deb t 

payments w i t h o u t d i f f i c u l t i e s . 

There was a s l i g h t tendency f o r spend ing u n i t s who had 

moved i n t o t h e i r r e s i d e n c e s w i t h i n the p r e v i o u s y e a r and those 

l i v i n g t he re 20 y e a r s o r more to be more l i k e l y t han o t h e r s to have 

debt t r o u b l e . T h i s f i n d i n g co r responds w i t h the age r e l a t i o n s h i p 

mentioned above . 

The l 4 p e r cen t o f the sample w i t h two o r more c a r s were 

l e s s l i k e l y t o have debt t r o u b l e than t h e o t h e r s . H a v i n g no c a r 

was a s s o c i a t e d t o a g r e a t e r e x t e n t w i t h deep t r o u b l e than c a r 

ownersh ip . Undoubtedly, i ncome , wh ich was no t h e l d c o n s t a n t , 

a f f e c t e d t h i s r e l a t i o n s h i p . Income i s p o s i t i v e l y r e l a t e d t o c a r 

ownership bu t i n v e r s e l y r e l a t e d t o debt t r o u b l e . 
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FIGURE 6 .1 

PERCENTAGE OF DEBTORS IN TROUBLE WITH REGARD TO INSTALLMENT 
DEBT BY SELECTED ECONOMIC AND DEMOGRAPHIC CHARACTERISTICS 
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FIGURE 6.1 — Con t i nued 
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FIGURE 6 .1 - - Con t i nued 
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FIGURE 6.1 — Con t i nued 
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FIGURE 6 .1 - - Con t i nued 
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FIGURE 6.1 — Con t i nued 
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CHAPTER V I I 

SUMMARY AND CONCLUSIONS 

Summary 

P r o b l e m . — I n c r e a s i n g conce rn about the q u a l i t y o f consumer 

i n s t a l l m e n t c r e d i t has accompanied i t s r a p i d growth d u r i n g the pos t 

Wor ld War I I p e r i o d . The c o n c e r n , by C o n g r e s s , consumer educa to rs 

and members o f the f i n a n c i a l i n d u s t r y , r e s u l t s f rom p o s s i b l e harm

f u l e f f e c t s o f poor q u a l i t y c r e d i t on t h e consumer and b u s i n e s s 

s e c t o r s o f t h e economy. D e l i n q u e n c i e s i n debt payments and s t r e s s e s 

w i t h i n f a m i l i e s due t o f i n a n c i a l s t r a i n s a r e consequences o f poor 

q u a l i t y c r e d i t . Some r e s e a r c h has been done on r i s k s a s s o c i a t e d 

w i t h s p e c i f i c t ypes o f f i n a n c i a l i n s t i t u t i o n s and on consumers whose 

debt has r e s u l t e d i n b a n k r u p t c y . However, l i t t l e i s known about 

consumers who have no t y e t d e f a u l t e d bu t who a r e "overburdened" 

w i t h debt and whose c r e d i t i s t h e r e f o r e o f poor q u a l i t y . 

O b j e c t i v e s . - - The purpose o f t h i s s t udy was to d i f f e r e n t i a t e 

the overburdened deb to r f rom the s u c c e s s f u l u s e r o f consumer i n s t a l l 

ment c r e d i t . S p e c i f i c a l l y , the o b j e c t i v e s were: ( l ) t o a s c e r t a i n 

and measure f a c t o r s a s s o c i a t e d w i t h e x c e s s i v e i n s t a l l m e n t debt burdens, 

and (2) t o i d e n t i f y economic and demographic c h a r a c t e r i s t i c s o f the 

e x c e s s i v e l y i n d e b t e d . 

Da ta . — Data f rom the i960 Su rvey o f Consumer F i n a n c e s , 

62 
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conducted by the Survey Research Cen te r o f the U n i v e r s i t y o f M i c h i g a n , 

were used i n the a n a l y s i s . The sample i s r e p r e s e n t a t i v e o f p r i v a t e 

households i n the kS con t i guous s t a t e s . Farmers and secondary 

spending u n i t s were o m i t t e d f rom the a n a l y s i s s i n c e t h e i r spend ing 

p a t t e r n s d i f f e r e d f rom those o f nonfarm p r i m a r y spend ing un i t s . " ' " 

Farmers were e x c l u d e d because t h e i r h o u s i n g and au tomob i l e e x p e n d i t u r e s 

p r a c t i c a l l y cannot be s e p a r a t e d f rom fa rm b u s i n e s s expenses . Many 

seconda r i es use househo ld d u r a b l e s o f the p r i m a r y u n i t and no h o u s i n g 

expense was a t t r i b u t e d to r e l a t e d s e c o n d a r i e s . A f t e r t hese e x c l u s i o n s 

1223 deb to rs remained as the sample a v a i l a b l e f o r a n a l y s i s . 

Hypo theses . — The major hypo theses t e s t e d were t h a t d e b t o r s 

who overconsumed, r e l a t i v e t o t h e i r income, f o r h o u s i n g , a u t o m o b i l e s , 

a n d / o r o t h e r d u r a b l e goods (nonautomot ive) were l i k e l y t o have 

e x c e s s i v e i n s t a l l m e n t d e b t . These c a t e g o r i e s o f consumpt ion were 

s e l e c t e d s i n c e a p p r o x i m a t e l y t h r e e - f o u r t h s o f the amount o f consumer 

i n s t a l l m e n t c r e d i t o u t s t a n d i n g i n r e c e n t y e a r s has been i n c u r r e d f o r 

the purchase o f au tomob i les o r o t h e r consumer d u r a b l e s , o r f o r home 

r e p a i r and m o d e r n i z a t i o n l o a n s . Overconsumers o f t hese t h r e e c a t e g o r i e s 

o f f a m i l y l i v i n g e x p e n d i t u r e s wou ld have pu t more p r e s s u r e s on t h e i r 

incomes than a v e r a g e - o r underconsumers. The p r e s s u r e s were expec ted 

t o l e a d t o e x c e s s i v e deb t ; t h a t i s , more debt t han c o u l d be r e p a i d 

w i t hou t d i f f i c u l t y . 

Dependent v a r i a b l e s . — E x c e s s i v e debt was de te rm ined by t h e 

deb t , income and l i q u i d a s s e t p o s i t i o n s o f the d e b t o r . Two degrees 

"*"A p r ima ry spend ing u n i t i s d e f i n e d as one o r more r e l a t e d 
peop le l i v i n g t o g e t h e r who share expenses and incomes. Secondary 
spending u n i t s c o n s i s t o f roomers , b o a r d e r s o r f a m i l y members who 
l i v e w i t h a p r ima ry u n i t bu t who keep sepa ra te f i n a n c e s . 
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o f e x c e s s i v e debt were e s t a b l i s h e d , f o rm ing two dependent v a r i a b l e s . 

The e x c e s s i v e l y i n d e b t e d were c l a s s i f i e d as i n some t r o u b l e o r as i n 

deep t r o u b l e w i t h r e s p e c t to i n s t a l l m e n t d e b t , the l a t t e r b e i n g a 

subgroup o f t h e f o r m e r . 

The c l a s s i f i c a t i o n s were made on the b a s i s o f the r a t i o o f 

i n s t a l l m e n t debt payments t o income, income l e v e l and l i q u i d a s s e t 

h o l d i n g s . Debto rs whose l i q u i d a s s e t s exceeded debt by a t l e a s t 

$200 were no t c o n s i d e r e d i n t r o u b l e a c c o r d i n g to e i t h e r c l a s s i f i c a t i o n . 

The r e s t were c l a s s i f i e d by income c l a s s and debt payment to income 

r a t i o . Those w i t h kO p e r cen t o f more o f t h e i r income g o i n g f o r 

deb t payments and those i n the 20 to 39 p e r cen t group who had l e s s 

than $4000 d i s p o s a b l e income were h e a v i l y burdened and c l a s s i f i e d i n 

deep t r o u b l e . Deb to rs w i t h l e s s than $6000 income w i t h .10 to .19 

debt payment to income r a t i o s and those w i t h incomes o f $4000 o r more 

w i t h .20 to .39 r a t i o s had modera te l y heavy debt bu rdens . 

E l e v e n p e r cen t o f the deb to rs f e l l i n the deep t r o u b l e 

c l a s s , s p e c i f i e d by one dependent v a r i a b l e . The some t r o u b l e 

dependent v a r i a b l e i n c l u d e d the a d d i t i o n a l 29 p e r cen t o f the deb to rs 

who had modera te l y heavy debt bu rdens . T h e r e f o r e , k-0 pe r cen t o f 

the d e b t o r s were c l a s s i f i e d i n some t r o u b l e w i t h r e s p e c t t o 

i n s t a l l m e n t d e b t . 

Independent v a r i a b l e s . - - Three independent v a r i a b l e s were 

formed t o measure o v e r o r underconsumpt ion o f h o u s i n g , au tomob i les 

and o t h e r consumer d u r a b l e s , r e l a t i v e t o income. F o r each d e b t o r , 

t h e amount he consumed i n each c a t e g o r y was s u b t r a c t e d f rom the 

mean v a l u e f o r a l l d e b t o r s i n h i s income c l a s s . The r e s u l t i n g 

d e v i a t i o n was taken as a p r o p o r t i o n o f the d e b t o r ' s income. F o r 

example , t h e measure o f r e l a t i v e hous ing consumpt ion wou ld appear 
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as f o l l o w s : 
h . . - h , 

H = 1 
« Y U 

where : H . . = v a l u e o f h o u s i n g v a r i a b l e f o r the i t h responden t 
1 J i n the j t h income c l a s s 

h . . = v a l u e o f annua l r e n t o r mortgage payments f o r 
the i t h respondent i n the j t h income c l a s s 

h . = mean v a l u e o f annua l h o u s i n g consumpt ion f o r 
the j t h income c l a s s 

Y . . = a n n u a l d i s p o s a b l e income f o r t h e i t h respondent 
1 J i n the j t h income c l a s s 

The t ypes o f d a t a used f o r h o u s i n g , au tomob i l e and o t h e r 

du rab le goods consumpt ion d i f f e r e d f rom each o t h e r due t o d i f f e r e n c e s 

i n the a v a i l a b l e d a t a . The v a l u e o f au tomob i l e consumpt ion used was 

the w h o l e s a l e va lue o f au tomob i l e s t o c k owned by the d e b t o r spend ing 

u n i t . The v a l u e o f o t h e r d u r a b l e goods consumpt ion was the n e t o u t 

l a y d u r i n g one y e a r f o r nonautomot ive d u r a b l e s . A n n u a l r e n t o r 

mortgage payments were used as the v a l u e o f h o u s i n g consumpt ion . 

A measure o f the t o t a l consumpt ion o f h o u s i n g , au tomob i l es 

and o t h e r d u r a b l e s was formed as the f o u r t h independent v a r i a b l e . 

I t was the a l g e b r a i c sum o f the t h ree p r e v i o u s l y c o n s t r u c t e d measures . 

I t i s r e f e r r e d t o be low as the "summat ion" v a r i a b l e . 

A n a l y t i c a l p r o c e d u r e s . — G r a p h i c and r e g e s s i o n a n a l y s e s 

were used to examine the a s s o c i a t i o n between dependent and i n 

dependent v a r i a b l e s . G r a p h i c a n a l y s i s r e v e a l e d " U " shaped r e l a t i o n 

sh i ps between each o f the f o u r measures o f consumpt ion and each o f 

the two c l a s s i f i c a t i o n s o f f i n a n c i a l t r o u b l e . Hence q u a d r a t i c 

f u n c t i o n s were f i t t e d i n the r e g r e s s i o n a n a l y s i s . I n d i v i d u a l 

r e g r e s s i o n s f o r each consumpt ion c a t e g o r y were e s t i m a t e d i n a d d i t i o n 

to m u l t i p l e r e g r e s s i o n e q u a t i o n s . Dependent v a r i a b l e s were o f t h e 

0,1 t ype—each deb to r was c l a s s i f i e d i n t r o u b l e o r no t i n t r o u b l e 
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a c c o r d i n g t o each o f t h e two s e t s o f c r i t e r i a d e s c r i b e d p r e v i o u s l y . 

Two subse t s o f d e b t o r s were a l s o examined. In one subse t 

d e b t o r s w i t h incomes under $1000 were exc luded f rom the f u l l sample. 

T h i s income group i n c l u d e s pe rsons w i t h temporary low incomes as 

w e l l as t h o s e more permanent l y a t such a low l e v e l . F o r the second 

s u b s e t , d e b t o r s l i v i n g i n t h e South were o m i t t e d . I t was expec ted 

t h a t d i s t i n c t i v e spend ing p a t t e r n s o f t h e exc luded groups might 

d i s t o r t the a n a l y s i s . 

T a b u l a r and g r a p h i c methods were used to examine r e l a t i o n 

s h i p s between s e v e r a l economic and demographic c h a r a c t e r i s t i c s o f 

d e b t o r s and the p r o b a b i l i t y o f b e i n g i n t r o u b l e due t o i n s t a l l m e n t 

d e b t . 

C o n c l u s i o n s 

S i g n i f i c a n t r e l a t i o n s h i p s were found between each o f the 

f o u r independent v a r i a b l e s — r e l a t i v e consumpt ion o f a u t o m o b i l e s , 

o t h e r consumer d u r a b l e s , and h o u s i n g , and r e l a t i v e t o t a l consumpt ion 

o f t hese t h r e e c a t e g o r i e s — a n d each o f the two dependent v a r i a b l e s — 

the p r o b a b i l i t i e s o f deep and some t r o u b l e w i t h r e s p e c t t o i n s t a l l m e n t 

d e b t . But the e x t e n t o f a s s o c i a t i o n was s m a l l and the d i r e c t i o n s 

o f some r e l a t i o n s h i p s were n o t as h y p o t h e s i z e d . 

P r o b a b i l i t y o f deep t r o u b l e . — I n s t e a d o f the expec ted i n 

c r e a s i n g t r o u b l e w i t h i n c r e a s i n g consumpt ion , " U " shaped r e l a t i o n s h i p s 

between each independent v a r i a b l e and the p r o b a b i l i t y o f deep t r o u b l e 

were f o u n d . T h i s meant t h a t underconsumers as w e l l as overconsumers 

were t h o s e i n deep t r o u b l e . Ne t r e l a t i o n s h i p s , o b t a i n e d by m u l t i p l e 

r e g r e s s i o n , a l s o r e s u l t e d i n " U " cu rves f o r h o u s i n g and nonautomot ive 

d u r a b l e s v a r i a b l e s , bu t a f u l l y p o s i t i v e cu rve f o r the au tomob i le 
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v a r i a b l e . A f u r t h e r examina t ion o f the h o u s i n g and nonautomot ive 

du rab le r e l a t i o n s h i p s i n d i c a t e d t h a t o n l y d e b t o r s who overconsumed 

these c a t e g o r i e s a g r e a t d e a l were l i k e l y to be i n deep t r o u b l e . 

F o r most deb to rs the p r o b a b i l i t y o f deep t r o u b l e d e c r e a s e d a6 t h e i r 

consumpt ion o f these two c a t e g o r i e s i n c r e a s e d . T h e r e f o r e , t h e i r 

f i n a n c i a l t r o u b l e d i d not r e s u l t f rom r e l a t i v e l y h i g h h o u s i n g and 

nonautomot ive d u r a b l e goods consumpt ion , bu t f rom h i g h au tomob i l e 

consumpt ion o r f rom f a c t o r s not i n c l u d e d i n t h i s s t udy (such as debt 

i n c u r r e d f o r m e d i c a l o r c u r r e n t l i v i n g e x p e n s e s ) . 

P r o b a b i l i t y o f some t r o u b l e . — In the e s t i m a t i o n o f the 

p r o b a b i l i t y o f some t r o u b l e , " U " shaped g ross r e l a t i o n s h i p s were 

a l s o observed between the dependent v a r i a b l e and nonautomot ive 

du rab le goods and h o u s i n g v a r i a b l e s . The au tomob i l e and summation 

v a r i a b l e s behaved as h y p o t h e s i z e d . In the m u l t i v a r i a t e a n a l y s i s , 

consumpt ion o f nonautomot ive d u r a b l e s was no t s i g n i f i c a n t . The ne t 

r e l a t i o n s h i p s between the dependent v a r i a b l e and the au tomob i l e and 

hous ing v a r i a b l e s were i n the same d i r e c t i o n as the g r o s s r e l a t i o n 

s h i p s , and the e f f e c t s o f each g r e a t e r . 

The independent v a r i a b l e s were b e t t e r e x p l a i n e r s o f the 

p r o b a b i l i t y o f deep t r o u b l e than o f some t r o u b l e , bu t i n b o t h 

i n s t a n c e s e x p l a n a t o r y power was low even f o r a 0 ,1 dependent v a r i a b l e . 

S u b s e t s . — Debtors w i t h incomes under $1000 and those i n 

the South were a l t e r n a t e l y removed i n an a t tempt to de te rm ine i f 

s p e c i a l b e h a v i o r o f consumers i n t hese groups had r e s u l t e d i n the 

i n v e r s e r e l a t i o n s h i p s r e p o r t e d above . N e i t h e r m o d i f i c a t i o n improved 

the e x p l a n a t o r y powers o f the independent v a r i a b l e s and most o f the 

" U " shaped r e l a t i o n s h i p s observed i n the a n a l y s i s o f the f u l l sample 

remained. However, some a d d i t i o n a l i n s i g h t s were o b t a i n e d . 
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When d e b t o r s w i t h incomes below $1000 were o m i t t e d , the 

summation v a r i a b l e had the h y p o t h e s i z e d p o s i t i v e r e l a t i o n w i t h the 

p r o b a b i l i t y o f deep t r o u b l e . T h i s means t h a t underconsumers o f 

h o u s i n g , au tomob i l es and o t h e r d u r a b l e s i n c o m b i n a t i o n , who were i n 

deep t r o u b l e w i t h r e s p e c t to i n s t a l l m e n t d e b t , were v e r y low income 

d e b t o r s f o r whom such b e h a v i o r was no t unexpec ted . As was t rue f o r 

the f u l l samp le , s i g n i f i c a n t g r o s s r e l a t i o n s h i p s were observed 

between each independent v a r i a b l e and the p r o b a b i l i t y o f deep t r o u b l e , 

bu t h o u s i n g consumpt ion was no t s i g n i f i c a n t i n the m u l t i p l e r e g r e s s i o n 

e q u a t i o n . I n the e s t i m a t i o n o f the p r o b a b i l i t y o f some t r o u b l e a l l 

independent v a r i a b l e s excep t h o u s i n g were s i g n i f i c a n t when s imp le 

r e g r e s s i o n s were r u n , bu t n e i t h e r h o u s i n g nor nonautomot ive du rab les 

were s i g n i f i c a n t when combined w i t h au tomob i l e consumpt ion i n the 

m u l t i v a r i a t e a n a l y s i s . 

Au tomob i l e and summation v a r i a b l e s had s i g n i f i c a n t p o s i t i v e 

g ross r e l a t i o n s h i p s w i t h the p r o b a b i l i t y o f deep t r o u b l e when the 

sou the rn r e g i o n was e x c l u d e d f rom the sample . Nonautomot ive du rab les 

and h o u s i n g were a l s o s i g n i f i c a n t bu t the a s s o c i a t i o n remained " U " 

shaped . Nonautomot ive d u r a b l e goods were dropped f rom the m u l t i p l e 

r e g r e s s i o n s i n c e the c o e f f i c i e n t s were n o n s i g n i f i c a n t . On ly the 

au tomob i l e and summation v a r i a b l e s had s i g n i f i c a n t r e l a t i o n s h i p s w i t h 

the p r o b a b i l i t y o f some t r o u b l e ; bo th were p o s i t i v e as h y p o t h e s i z e d . 

C h a r a c t e r i s t i c s o f d e b t o r s . - - The examina t i on o f economic 

and demographic c h a r a c t e r i s t i c s o f d e b t o r s i n d i c a t e s t h a t deb to rs i n 

t r o u b l e were a p t to be those l e a s t l i k e l y to use i n s t a l l m e n t c r e d i t . 

The g r e a t e s t p r o p o r t i o n s o f d e b t o r s i n deep t r o u b l e and i n some t r o u b l e 

were found among the u n m a r r i e d , the p o o r , and those under 25 o r 65 

o r o l d e r . A t l e a s t h a l f o f the d e b t o r spend ing u n i t s headed by a 



69 

woman a n d / o r a Negro were i n some t r o u b l e . Income change i s a l s o 

a s s o c i a t e d w i t h debt t r o u b l e . Debtors whose income was 25 p e r c e n t 

more o r l e s s than t h e i r p r e v i o u s y e a r ' s income were more a p t t o 

be i n t r o u b l e than o t h e r d e b t o r s . L a b o r e r s and s e r v i c e workers 

a l ong w i t h the unemployed and r e t i r e d were marked by above average 

l i k e l i h o o d o f debt t r o u b l e . T h e r e f o r e , the t y p i c a l u s e r o f i n s t a l l m e n t 

c r e d i t i s no t a cand ida te f o r t r o u b l e due to d e b t . 



TABLE A . l 

CONSUMER DEBT OUTSTANDING 
($ b i l l i o n s ) 

1929 1935 1940 19^5 1950 1955 I960 1965 1966 

Installment 3.2 2 .7 5-5 2 . 5 14.7 2 8 . 9 42.8 6 8 . 6 7^ .7 

Automobile 2 . 1 0 .5 6 .1 1 3 . 5 17 .7 28.8 31 .0 
Other Consumer 1.8 0 .8 4 .8 7 .6 1 1 . 5 17-7 19 .8 
Repair and modernization O.U 0 . 2 1.0 1.7 3 .1 3 .7 3 .8 
Personal 1.2 1.0 2 .8 6 .1 1 0 . 5 18.4 2 0 . 1 

Noninstallment 3-3 2 .2 2 .8 3.2 6 .8 9.9 13 .2 19 .3 2 0 . 1 

Single payment loans 0 .8 0.7 1.8 3 .0 U.5 7 . 7 7-8 
Charge accounts 1.5 1.6 3 ^ 4.8 5-3 6 .7 7 . 1 
Service credi t 0 . 6 0 .8 1.6 2 . 1 3.U 5.1 

Total 6 .4 4 . 9 8 .3 5-7 2 1 . 5 38 .8 56.0 8 7 . 9 94 .8 
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Note: subtotals may not add to tota ls due to rounding 

Source: U.S. Bureau of the Census, S t a t i s t i c a l Abstract of the U.S . : I967 (88th e d . ; 
Washington, D.C.: U.S. Government Pr int ing Of f ice , 1967) , 465; and ear l i e r edi t ions. 
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TABLE A . 2 

DISPOSABLE PERSONAL INCOME AND PERSONAL 
CONSUMPTION EXPENDITURES, I929- I966 

($ b i l l i o n s ) 

P e r s o n a l Income E x p e n d i t u r e s 

1929 83 79 
1935 58 56 
1940 76 72 
1945 150 122 
1950 207 191 
1955 . . . . . 275 254 
I960 350 325 
1965 469 433 
1966 505 466 

Source : U . S . Bureau o f the Census , S t a t i s t i c a l A b s t r a c t  
o f the U . S . : 1967 (88 th e d . j Washington D . C . : U . S . Government 
P r i n t i n g O f f i c e , I 9 6 7 ) , 320; and e a r l i e r e d i t i o n s . 
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APPENDIX B 

SELECTED LIST OF NATIONAL BUREAU OF 
ECONOMIC RESEARCH PUBLICATIONS 

S t u d i e s i n Consumer I ns ta lmen t F i n a n c i n g 

Number 
1 . P e r s o n a l F i n a n c e Companies and T h e i r C r e d i t P r a c t i c e s , 1940 

Ra lph A . Young and a s s o c i a t e s 
2 . S a l e s F i n a n c e Companies and T h e i r C r e d i t P r a c t i c e s , 1940 

W i l b u r C . Plummer and Ra lph A . Young 
3• Commerc ia l Banks and Consumer I ns ta lmen t C r e d i t , 1940 

John M. Chapman and a s s o c i a t e s 
4 . I n d u s t r i a l Bank ing Companies and T h e i r C r e d i t P r a c t i c e s , I940 

Raymond J . S a u l n i e r 
5 ' Government A g e n c i e s o f Consumer I ns ta lmen t C r e d i t , 1940 

Joseph D. Coppock 
6 . The P a t t e r n o f Consumer Debt , 1935-36 : A S t a t i s t i c a l A n a l y s i s , 

1940 , B lanche B e r n s t e i n 
7. The Volume o f Consumer I ns ta lmen t C r e d i t , 1929-1938, 1940 

Duncan McC. Ho l t hausen i n c o l l a b o r a t i o n w i t h Malco lm L . 
Mer r iam and R o l f Nugent 

8 . R i s k E lements i n Consumer I ns ta lmen t F i n a n c i n g , 1941 
Dav id Durand 

9' Consumer I ns ta lmen t C r e d i t and Economic F l u c t u a t i o n s , 1942 
G o t t f r i e d H a b e r l e r 

1 0 . Compara t i ve O p e r a t i n g E x p e r i e n c e o f Consumer Ins ta lmen t Financing,  
A g e n c i e s and Commerc ia l Banks , 1929 -41 , 1944 

E r n s t A . Dauer 
1 1 . Consumer C r e d i t C o s t s , 1949-59 , 1964 

P a u l F . Smi th 
1 2 . Consumer C r e d i t F i nance Charges : Rate I n f o r m a t i o n and Q u o t a t i o n , 

1965 , W a l l a c e P . Mors 
13• The Q u a l i t y o f Consumer I ns ta lmen t C r e d i t , I967 

G e o f f r e y H. Moore and P h i l i p A . K l e i n 

O c c a s i o n a l Papers 

Number 
8 3 . Cos t o f P r o v i d i n g Consumer C r e d i t , 1962 

P a u l F . Smi th 
8 5 . Trends and C y c l e s i n the Commerc ia l Paper M a r k e t , I963 

R i c h a r d T. Se lden 
8 6 . New-auto F i n a n c e R a t e s , 1924-1962, 1963 

Rober t P . Shay 
8 8 . Consumer S e n s i t i v i t y t o F i n a n c e R a t e s , 1964 

F . Thomas J u s t e r and Rober t P. Shay 
9 3 . F i n a n c i a l Ad jus tmen ts t o Unemployment, 1965 

P h i l i p A . K l e i n 

D i s t r i b u t e d by COLUMBIA UNIVERSITY PRESS (New Y o r k ) 
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APPENDIX C 

DESCRIPTION OF OMITTED RESPONDENTS 

Fa rmers . — I n s t a l l m e n t debt was h e l d by 45 p e r cen t ( t h i r t y -

f i v e ) o f the fa rmers i n the Survey Research sample . T h i s was 

app rox ima te l y the same as the p r o p o r t i o n o f a l l spend ing u n i t s who 

had such debt (48 p e r c e n t ) . However, money income o f farm d e b t o r s 

was c o n s i d e r a b l y lower t han t h a t o f a l l d e b t o r s . S i x ou t o f seven 

farm deb to rs had income l e s s than $5000 compared w i t h s l i g h t l y more 

than h a l f o f a l l d e b t o r s i n t h i s income g roup . 

Expend i t u res f o r d u r a b l e s by farm d e b t o r s d i d no t d i f f e r 

a p p r e c i a b l y f rom those o f a l l d e b t o r s . The average w h o l e s a l e v a l u e 

o f au tomob i les owned by fa rmers was s i m i l a r t o t h a t o f nonfarm 

p r imary spend ing u n i t s , $ 6 4 l and $695 r e s p e c t i v e l y f o r fa rmers and 

o t h e r d e b t o r s . Average annua l ne t o u t l a y f o r nonautomot ive d u r a b l e s 

was $169 f o r f a r m e r s , s l i g h t l y l e s s than the average o f $208 f o r 

o t h e r d e b t o r s . Farm h o u s i n g e x p e n d i t u r e s , however , were l e s s than 

h a l f t h a t o f the o t h e r s — a n average o f $26 month ly compared w i t h $56. 

N e a r l y h a l f o f the farm d e b t o r s (15 o f 35) r e p o r t e d no expense f o r 

h o u s i n g . Comparisons between farm d e b t o r s and o t h e r s i n the same 

income c l a s s showed t h a t fa rmers spent more on the average f o r a u t o 

m o b i l e s , l e s s f o r h o u s i n g and no p a t t e r n emerged f o r nonautomot ive 

d u r a b l e s . 

S e c o n d a r i e s . — A l s o e l i m i n a t e d f rom t h e sample o f d e b t o r s 

were 16 u n r e l a t e d and 67 r e l a t e d s e c o n d a r i e s . They r e p r e s e n t e d 33 

p e r cent and 29 pe r cen t r e s p e c t i v e l y o f t h e s e c o n d a r i e s i n t h e e n t i r e 

sample o f spend ing u n i t s — c o n s i d e r a b l y s m a l l e r p r o p o r t i o n s o f d e b t o r s 

than was the case f o r p r i m a r y spend ing u n i t s . The average w h o l e s a l e 
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FIGURE C . l 

MEAN CONSUMPTION VALUES FOR AUTOMOBILES, OTHER DURABLES 
AND HOUSING, BEFORE AND AFTER OMISSION OF RESPONDENTS 

WITH INCOMPLETE INFORMATION, BY INCOME CLASS 
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v a l u e o f au tomob i l es owned was h i g h e r and average o u t l a y s f o r non-

au tomo t i ve d u r a b l e s l owe r f o r a l l income c l a s s e s o f s e c o n d a r i e s than 

f o r p r i m a r i e s . 

n o t s u p p l y a l l o f t h e i n f o r m a t i o n needed f o r dependent and independent 

v a r i a b l e s . One spend ing u n i t w i t h ze ro d i s p o s a b l e income was a l s o 

o m i t t e d . In o r d e r t o determine whether o r no t o m i s s i o n o f these 

responden ts wou ld a p p r e c i a b l y a f f e c t the r e s u l t s , Tab le C . l and C.2 

and F i g u r e C . l were c o n s t r u c t e d . I t i s apparen t t h a t t h e e f f e c t was 

i n c o n s e q u e n t i a l . 

Other responden ts o m i t t e d . — S e v e n t y - f i v e respondents d i d 

TABLE C . l 

PERCENTAGE OF RESPONDENTS CLASSIFIED IN TROUBLE 
WITH REGARD TO INSTALLMENT DEBT BEFORE AND AFTER 

OMISSION OF THOSE WITH INCOMPLETE INFORMATION 

A l l nonfarm 
p r i m a r y spend ing 
u n i t s w i t h debt 

spend ing u n i t s w i t h 
debt who s u p p l i e d 

r e l e v a n t i n f o r m a t i o n 

Nonfarm p r ima ry 

(N = 1299) 
(N = 1223) 

Percen tage i n some 
t r o u b l e 39 Uo 

Percen tage i n deep 
t r o u b l e 11 11 

Pe rcen tage unab le t o 
c l a s s i f y as i n 
t r o u b l e o r no t 2 



TABLE C .2 

MEAN CONSUMPTION VALUES FOR AUTOMOBILES, OTHER DURABLES 
AND HOUSING, BEFORE AND AFTER OMISSION OF RESPONDENTS 

WITH INCOMPLETE INFORMATION, BY INCOME CLASS 

Mean w h o l e s a l e 
v a l u e o f 

au tomob i les 

Mean annua l n e t 
o u t l a y f o r non -

automot ive d u r a b l e s 

Mean month ly 
r e n t o r mortgage 

payment 
B e f o r e * A f t e r * * B e f o r e * A f t e r * * B e f o r e * A f t e r * * 

Income C l a s s (N = 1299) (N = 1267) (N = 1277) 

Less than $1000 254 304 53 22 22 

$1000-1999 236 234 132 128 28 27 

$2000-2999 348 351 144 178 33 32 

$3000-3999 533 518 159 154 55 55 

$4000-4999 618 619 183 181 50 50 

$5000-5999 756 765 213 213 57 56 

$6000-7499 909 923 219 213 66 65 

$7500-9999 1156 1174 296 295 71 70 

$10,000 and ove r 1589 1557 398 387 95 96 

* B e f o r e — a l l respondents who p r o v i d e d the r e l e v a n t i n f o r m a t i o n f o r the s p e c i f i c v a r i a b l e 

* * A f t e r — r e s p o n d e n t s who p r o v i d e d i n f o r m a t i o n f o r a l l r e l e v a n t v a r i a b l e s . (N = 1223) 
These v a l u e s were used i n c o n s t r u c t i n g independent v a r i a b l e s . 
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TABLE C 3 

SUMMARY OF REDUCTION OF SAMPLE 

No . o f 

responden ts P e r cen t 

A l l d e b t o r s 1417 100 

Farm d e b t o r s 35 2 

Secondary d e b t o r s 83 6 

Nonfarm p r i m a r y d e b t o r s 1299 92 

Deb to rs w i t h 
I n s u f f i c i e n t i n f o r m a t i o n 76 (6% o f 1299) 

F i n a l sample 1223 (94% o f 1299) 



Append ix D. — R e s u l t s o f t a b u l a r and r e g r e s s i o n 
a n a l y s i s — s u p p l e m e n t a r y t a b l e s 

TABLE D . l 

TOTAL NUMBER OF RESPONDENTS AND PERCENTAGE IN TROUBLE 
BY INDEPENDENT VARIABLE CLASSES (N - 1223) 

SUMMATION VARIABLE 

TOTAL PERCENT IN 
NO. TROUBLE 

CLASS INTERVAL RESP. DEEP SOME 

-1 .506 to - .300 64 25 55 
- .299 to - .200 83 16 40 
- .199 t o - .150 96 7 31 
- .149 t o - .100 128 8 28 
- .099 to - .070 88 5 24 
- .069 t o - .040 84 5 26 
- .039 to - .020 80 6 30 
- .019 t o 0 78 14 40 

.001 to .019 68 9 31 

.020 t o .039 48 13 40 

.040 to .O69 76 8 h9 

.070 t o .099 64 2 39 

.100 t o .149 81 10 43 

.150 t o .199 60 15 63 

.200 to .299 62 13 66 

.300 to .190 63 40 75 

AUTOMOBILE VARIABLE 

- 1 . 5 5 1 to - .150 73 29 68 
- .149 to - .100 243 8 28 
- .099 to - .070 149 7 31 
- .069 to - .040 131 8 30 
- .039 to - .020 98 8 28 
- .019 to 0 85 6 42 

.001 to .019 56 20 41 

.020 to .039 51 10 V7 

.040 to .069 70 9 46 

.070 to .099 49 10 4 i 

.100 to .149 78 9 51 

.150 t o .199 53 8 64 

.200 t o 5-014 87 31 70 
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TABLE D . l — Con t i nued 

NONAUTOMOTIVE DURABLE GOODS VARIABLE 

TOTAL PERCENT IN 
NO. TROUBLE 

CLASS INTERVAL RESP. DEEP SOME 

- .131 t o - .070 71 44 66 
- .069 t o - .040 199 23 58 
- -039 t o - .020 344 3 29 
- .019 t o 0 155 4 25 

.001 t o .019 155 6 39 

.020 t o • 039 94 4 26 
• C40 t o .069 80 10 39 
.070 t o .099 37 19 54 
.100 t o .1^9 39 21 59 
.150 t o .851 49 22 74 

HOUSING VARIABLE 

- 1 . 0 9 5 t o - .150 89 35 62 
- .149 t o - .100 138 11 38 
- .099 t o - .o4o 118 8 ^5 
- .039 t o - .020 102 7 28 
- .019 t o 0 121 6 3h 

.001 t o .019 163 4 31 

.020 t o .039 140 5 35 

.040 t o .069 145 9 39 

.070 t o • 099 81 10 51 

.100 t o .149 63 13 40 

.150 t o 1.837 63 42 67 
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TABLE D.2 

TOTAL NUMBER OF RESPONDENTS WITH INCOME $1000 OR MORE 
AND PERCENTAGE IN TROUBLE BY INDEPENDENT 

VARIABLE CLASSES (N = 1193) 

- •' • 1 • . . . •• — • • 

SUMMATION VARIABLE 

TOTAL PERCENT IN 
NO. TROUBLE 

CLASS INTERVAL RESP. DEEP SOME 

- .650 t o - .300 45 18 44 
- .299 t o - .200 79 14 38 
- -199 t o - .150 96 7 31 
- .1U9 t o - .100 128 8 28 
- -099 t o - .070 88 5 24 
- .069 t o - .040 83 4 25 
- .039 t o - .020 80 6 30 
- .019 t o 0 78 14 4o 

.001 t o .019 68 9 31 

.020 t o .039 47 11 38 

.o4o t o .069 76 8 49 

.070 t o .099 64 2 39 

.100 t o .149 81 10 43 

.150 t o .199 60 15 63 

.200 t o .299 60 12 65 

.300 t o 3.598 60 37 73 

AUTOMOBILE VARIABLE 

- .232 t o - .150 48 17 45 
- .149 t o - .100 24l 7 28 
- -099 t o - .070 149 7 31 
- .069 t o - .o4o 131 8 30 
- -039 t o - .020 98 8 28 
- .019 t o 0 85 6 42 

.001 t o .019 56 20 41 

.020 t o .039 51 10 47 

.040 t o .069 70 9 46 

.070 t o .099 49 10 4l 

.100 t o .149 78 9 51 

.150 t o • 199 53 8 64 

.200 to 1.780 84 30 69 



82 

TABLE D.2 - - Continued 

NONAUTOMOTIVE DURABLE GOODS VARIABLE 

TOTAL PERCENT IN 
NO. TROUBLE 

CLASS INTERVAL RESP. DEEP SOME 

.123 to - .070 66 41 65 

.069 to - .040 185 22 56 

.039 to - .020 344 3 29 

.019 to 0 154 It 24 

.001 to .019 1 5 * 6 40 

.020 to .039 9 * 4 26 

.040 to .069 78 8 37 

.070 to .099 37 19 5* 

.100 to .149 35 14 54 

.150 bo .697 46 20 72 

HOUSING VARIABLE 

.314 to - .150 74 30 57 

.149 to - .100 138 11 38 

.099 to - .040 116 9 44 

.039 to - .020 99 7 28 

.019 to 0 121 6 34 

.001 to .019 163 4 'A 

.020 to .039 140 5 35 

.040 to .O69 143 9 59 

.070 to .099 81 10 51 

.100 to .149 61 11 38 

.150 to 1 .153 57 35 63 



TABLE D.3 

REGRESSION RESULTS: 
INCOME CLASS LESS THAN $1000 OMITTED (N = 1193) 

R e g r e s s i o n C o e f f i c i e n t s 
( e s t i m a t e d s tanda rd e r r o r s i n p a r a t h e s i s ) 

E q u a t i o n Cons tan t A A D D" H H 2 

Standard 
E r r o r 2 2 o f BT e 

Es t ima te 

Dependent v a r i a b l e 
Deep t r o u b l e (DT) 

(1) 

(2 ) 

(3 ) 

00 

(5 ) 

(6) 

n .10 .28 .05 
( .01) ( .08) ( . 10 ) 

.09 
( .01) 

.09 
( .01) 

.10 
( .01) 

.09 .34 - . 1 7 
( .01) ( . 08 ) ( .12 

n 

n .09 .34 - . 1 5 
(.01) (.08) ( . 11 ) 

- . 7 7 3-00 
( . 17 ) ( -53) 

- .11" 
( . 09 ) 

n - . 7 0 2 .51 - . 0 7 ' 
(.18) ( . 61 ) ( . 0 9 ) 

- . 7 7 2 .90 
(•17( ( . 59 ) 

• 70 
.19 ) 

n .17 - . 0 2 
( . 05 ) ( . 03 ) 

• 3 2 " 
(.24) 

.30 

,30 

•30 

• 30 

•30 

•30 

.02 .04 

.03 .11 

.01 .07 

.01 .06 

.05 

.04 



TABLE D.3 - - Con t inued 

R e g r e s s i o n C o e f f i c i e n t s S tandard 
( e s t i m a t e d s tanda rd e r r o r s i n p a r a t h e s i s ) E r r o r 2 2 c 

o f R e 
Equat ion 1 * Cons tan t A A 2 D D 2 H H 2 S S Es t ima te 

Dependent v a r i a b l e 
Some t r o u b l e (ST) 

(7) .41 .9k - . 5 6 .48 .05 .07 
( .01) ( . 12 ) ( . 16 ) 

(8 ) .39 - - 0 3 ° 1.76 .49 .01 .09 
( . 01 ) ( . 8 6 ) 

(9) .39 - . 0 8 n . 55 ° .49 a .03 
( . 01 ) ( . 14 ) ( . 30 ) 

(10) .40 .49 - . 1 4 .48 .03 .08 
( . 01 ) ( . 08 ) ( . 04 ) 

(11) .40 1.02 - . 9 2 . 0 3 n 1 . 6 7 n - . l 6 n . 6 9 " - - .48 .06 
( . 01 ) ( . 13 ) ( . 20 ) ( . 28 ) ( . 9 8 ) ( .15) ( -39) 

00 

N o n s i g n i f i c a n t a t the .05 l e v e l 

a l e s s than .005 

b 2 2 2 _2 
equa t i ons e s t i m a t e d were o f the f o l l o w i n g fo rms: Y =•= a + bX + cX ; Y = a + bA + cA + dD + eD + f H + gH 

where Y = DT o r ST and X * A o r D o r H o r S 

C o r r e l a t i o n r a t i o 
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TABLE D.4 

PREDICTED PROBABILITIES OF TROUBLE (Y ) , AND MARGINAL 

EFFECT (AY) , FOR VARIOUS CONSUMPTION LEVELS OF 

AUTOMOBILES, OTHER DURABLES AND HOUSING 0 , 

INCOME CLASS UNDER $1000 OMITTED 

P r o b a b i l i t y o f t r o u b l e 
Deep 

AY 
Some 

Summation V a r i a b l e ( s ) Y AY t AY 

- . 4 7 5 ! .01 • 05 .14 .17 
- . 3 6 o f .04 • 05 .21 .16 
- .250 .06 .05 • 27 .16 
- -175 .07 .05 • 31 .15 
- -125 .08 • 05 .34 .14 
- .085 .09 .05 .36 .14 
- -055 .09 .05 • 37 .14 
- .030 .09 .05 •39 .14 
- .010 .10 .05 . 40 .14 

0 .10 • 05 .40 .13 
.010 .10 .05 . 40 .13 
.030 .11 .05 .41 .13 
•055 .11 • 05 .13 
.085 .11 • 05 .44 .13 
.125 .12 .05 .46 .12 
.175 .13 • 05 .48 .12 
. 2 5 0 , .14 .05 • 51 .11 
. 4 8 0 1 .18 .04 .60 .09 

1 .9*9 .36 • 03 .82 - . 0 3 

Deep 
AY 

Some 
Automobi le V a r i a b l e (A) Y AY Y AY 

.191® .05 .06 .21 .23 

.180 .05 .06 .22 .22 

.125 .07 .06 .28 .21 

.085 .08 .06 .33 . 20 

.055 -08 .06 .36 .19 

.030 .09 .06 .38 . 19 

.010 .10 .06 .40 .18 
0 .10 .06 .41 .18 

.010 .10 .06 .42 . 18 

.030 .11 .06 .44 .17 

.055 -12 . 07 .46 .17 

.085 .12 .07 .49 .16 

.125 .14 .07 .52 .15 

. 1 7 5 f -15 -07 .56 .14 

.280 .18 .07 .63 .11 
>990e . 43 .09 .79 - . 0 6 
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TABLE D.1+ - - Con t i nued 

P r o b a b i l i t y o f t r o u b l e 
Nonautomot ive Durab le Deep Some 
Goods V a r i a b l e (D) Y AY t AY 

- -096* • 19 - . 0 9 .1+1 - . 0 2 
- .080 .17 - . 0 8 .1+0 - . 0 1 
- .055 .Ik - . 0 7 .1+0 - . 0 1 
- .030 .12 - . 0 6 •39 d 
- .010 . 10 - . 0 5 •39 .01 

0 • 09 -.ok •39 .01 
.010 .08 -.Ok •39 .01 
.030 .07 - . 0 3 •39 .02 
.055 .06 - . 0 2 •39 .02 
.085 .05 d .1+0 • 03 
. 1 2 5 - .Ok .02 .1+1 .01+ 
.200 .06 .05 M • 07 
.k2ke • 30 .16 .69 • 13 

Deep Some 
Hous ing V a r i a b l e (H) Y AY Y AY 

- . 2 3 2 * • 15 - . 0 5 .1+1+ -.01+ 
- .190 .Ik -.Ok • 43 - . 0 3 
- -125 .12 - . 0 3 .1+1 - . 0 2 
- .070 .10 - . 0 2 .1+0 - . 0 1 
- .030 .09 - . 0 1 •39 - . 0 1 
- .010 .09 d •39 d 

0 .09 d •39 d 
.010 • 09 d • 39 d 
.030 .09 d •39 d 
.055 • 09 .01 •39 .01 
.085 .09 .01 •39 .01 
• 125-f .09 .02 • 39 .02 
.220 . 10 .Ok .1+0 .03 
• 6 5 2 s .32 • 13 • 57 .10 

computed f rom e q u a t i o n s 1-1+ and 7 - 1 0 , Tab le D.3 

^computed f rom e q u a t i o n ( c ) , page 1+1. The v a l u e s used f o r A 
were one s t a n d a r d d e v i a t i o n f o r the r e s p e c t i v e v a r i a b l e , as f o l l o w s : 
A , . 2 2 ; D, . 0 8 ; H , . 1 4 ; S , . 3 0 . 

consumpt ion l e v e l s used a r e m idpo in t o f c l a s s i n t e r v a l used 
i n F i g u r e s 5 . 1 , 5 . 2 , 5 .3 and 5.1+, and 0 , the expec ted v a l u e o f the 
v a r i a b l e s . 

d - . 0 0 5 * AY =s .005 

S m i d p o i n t o f l o w e s t / h i g h e s t c l a s s 

v a l u e o f median o b s e r v a t i o n i n l o w e s t / h i g h e s t c l a s s 
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TABLE D. 5 

TOTAL NUMBER OF RESPONDENTS, SOUTHERN REGION OMITTED, 
AND PERCENTAGE IN TROUBLE BY INDEPENDENT 

VARIABLE CLASSES (N = 824) 

SUMMATION VARIABLE 

TOTAL PERCENT IN 
NO. TROUBLE 

CLASS INTERVAL RESP. DEEP SOME 

- 1 . 4 6 4 t o - .200 69 10 29 
- -199 t o - .150 61 2 23 
- .149 t o - .100 85 4 26 
- -099 t o - .070 61 2 25 
- .069 t o - .040 64 3 22 
- .039 t o - .020 55 4 25 
- .019 t o 0 57 11 35 

.001 t o .019 43 5 26 

.020 t o •039 36 8 44 

.040 t o .O69 52 4 42 

.070 t o •099 50 0 34 

.100 t o .149 63 8 41 

.150 t o .199 41 17 61 

.200 t o 6 .190 87 25 63 

AUTOMOBILE VARIABLE 

- .760 t o - .150 28 18 40 
- .149 t o - .100 180 7 27 
- .099 t o - .070 98 2 22 
- .069 t o - .040 84 2 25 
- .030 t o - .020 66 6 27 
- .019 t o 0 61 7 41 

.001 t o .019 39 13 31 

.020 t o • 039 33 6 42 

.040 t o .O69 ^5 7 h9 

.070 t o .099 36 6 36 

.100 t o .149 62 6 48 

.150 t o .199 37 5 5^ 

.200 t o 5-014 55 29 64 
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TABLE D-5 - - Con t inued 

NONAUTOMOTIVE DURABLE' GOODS VARIABLE 

TOTAL PERCENT IN 
NO. TROUBLE 

CLASS INTERVAL RESP. DEEP SOME 

- -131 t o - .070 37 32 ^9 
- .069 t o - .040 114 17 55 
- .039 t o - .020 257 1 27 
- .019 t o 0 111 4 23 

.001 t o .019 110 5 35 

.020 t o • 039 69 1 20 

.040 t o .069 50 10 42 

.070 t o .099 21 19 48 

.100 t o .149 26 15 50 

.150 t o .665 29 21 65 

HOUSING VARIABLE 

- .629 t o - .150 38 32 55 
- .149 t o - .100 84 4 35 
- .099 t o - .040 63 3 30 
- -039 t o - .020 72 3 22 
- .019 t o 0 83 2 24 

.001 t o .019 111 4 31 

.020 t o •039 110 4 35 

.040 t o .O69 113 7 37 

.070 t o .099 62 10 50 

.100 t o .149 40 10 30 

.150 t o 1.440 48 33 40 



TABLE D.6 

REGRESSION RESULTS: SOUTHERN REGION OMITTED (N = 824) 

R e g r e s s i o n C o e f f i c i e n t s S tandard 
(es t ima ted s tandard e r r o r s i n p a r a t h e s i s ) E r r o r ^ ^ ° 

o f R e a 2 2 . 2 2 E q u a t i o n Constant A A D D H I T S S Es t ima te 

Dependent v a r i a b l e = 
Deep t r o u b l e (DT) 

(1) .08 .19 a 1 1 .26 .03 .06 
( .01) ( . 06 ) ( . 02 ) 

(2) .07 - . 2 3 n 1.40 .27 .01 .10 
( .01) ( .20) (.64) 

(3 ) .07 - . 0 3 n -55 .26 .05 .11 
( .01) ( .09) ( . 11 ) 

(4) .07 .19 - - 0 1 n .26 .04 .08 
( .01) ( . 05 ) ( .01) 

(5 ) .07 .25 - . 0 5 . I 4 n - l . l 4 n - . 0 4 n .65 - - .26 .07 
( .01) ( . 07 ) ( .02) ( .20) ( . 72 ) ( .09) ( . 13 ) 

(6) .07 .22 - . 0 4 - - - . 0 4 .56 - - .26 .06 
( .01) ( . 06 ) ( . 02 ) ( . 09 ) ( . 12 ) 



TABLE D.6 - - Con t inued 

R e g r e s s i o n C o e f f i c i e n t s Standard 
(es t ima ted s tanda rd e r r o r s i n p a r e n t h e s i s ) E r r o r 0 ? b 

o f R ed 

E q u a t i o n 8 - Constant A A 2 D D 2 H H 2 S S 2 Es t imate 

Dependent v a r i a b l e = 
Some t r o u b l e (ST) 

(7) .36 .58 - . 0 9 .U7 .03 .06 
( .02) ( .11) ( .03) 

(8) .35 . 2 4 n . 7 0 n .1+8 c .08 £ 
( .02) ( .35) ( 1 . 1 6 ) 

(9) .35 . 0 5 n - 3 3 n .48 .01 .05 
( .02) ( . 17 ) ( .20) 

(10) .35 .1+3 - . 0 6 .1+7 .03 .08 
( .02) ( .08) ( .02) 

(11) .36 .64 -.11+ . 5 5 n - 2 . 2 2 n - . 0 1 n .59 - - .47 .04 
( .02) ( .12) ( . 0 4 ) ( . 3 6 ) (1 .31 ) ( .17) ( .25) 

(12) .35 .60 - . 1 3 - - . 0 3 n . 4 2 n .47 .04 
( .02) ( .11) ( .03) ( . 17 ) ( -23) 

a .2 2 2 equa t i ons es t ima ted were o f the f o l l o w i n g fo rms : Y = a + bX + cX ; Y = a + bA + cA + dD + eD 
+ fH + g H 2 where Y = DT o r ST and X = A o r D o r H o r S 

C o r r e l a t i o n r a t i o ° l e s s than .005 n n o n s i g n i f i c a n t a t the .05 l e v e l 
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TABLE D.7 

PREDICTED PROBABILITIES OF TROUBLE ( t ) , AND MARGINAL 

EFFECT ( A Y ) b , FOR VARIOUS CONSUMPTION LEVELS OF 

AUTOMOBILES, OTHER DURABLES AND HOUSING 0 , 

SOUTHERN REGION OMITTED 

P r o b a b i l i t y o f t r o u b l e 

Summation V a r i a b l e ( s ) Y 
Deep 

AY 
Some 

Y AY 

- .832^ - . 1 0 .06 .03 •15 
- - 3 6 o f 0 .06 .20 .14 
- .250 .02 .06 •25 • 13 
- .175 .04 .06 .28 .13 
- .125 .05 .06 • 30 • 13 
- .085 .05 .06 • 31 .13 
- -055 .06 .06 • 33 • 13 
- .030 .06 .06 .34 .12 
- .010 • 07 .06 • 35 .12 

0 .07 .06 • 35 .12 
.010 .07 .06 •35 .12 
.030 .08 .06 .36 .12 
.055 .08 .06 • 37 .12 
.085 .09 .06 • 39 .12 
.125 .09 .06 .40 .12 
.175 .10 .06 . ^ 3 .12 
. 2 5 0 . .12 .05 .46 .11 
.1*80* .16 .05 • 57 .11 

3 . 1 9 5 6 • 57 .04 2 .34 .01 

(A) 
Deep 

AY 
Some 

Automobi le V a r i a b l e (A) Y AY t AY 

- .455!; - . 0 1 .04 .11 .14 
- .180 .05 .04 .26 .13 
- .125 .06 .04 .29 .13 
- .085 .06 .04 .31 .13 
- .055 .07 .04 .33 .13 
- .030 .07 .04 .34 .12 
- .010 .08 .04 .35 .12 

0 .08 .04 .36 .12 
.010 .08 .04 .37 .12 
.030 .09 .04 .38 .12 
.055 .09 .04 .39 .12 
.085 .10 .04 .41 .12 
.125 .10 .04 .43 .12 
. 1 7 5 - -11 -04 .46 .12 
.280* .13 .04 .53 - 1 1 

2.607 .58 . 04 2 .48 . 02 
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TABLE D.T — Cont inued 

P r o b a b i l i t y o f t r o u b l e 
Nonautomot ive Durab le Deep Some 
Goods V a r i a b l e (D) Y AY Y AY 

- . 1 0 0 * .11 - . 0 3 • 33 .01 
- .030 .10 - . 0 3 • 34 .01 
- .055 • 09 - . 0 2 .34 .02 
- .030 .08 - . 0 2 .34 .02 
- .010 .07 - . 0 1 .35 .02 

0 • 07 - . 0 1 • 35 .02 
.010 .07 - . 0 1 • 35 .02 
.030 .06 d • 36 .03 
.055 .06 d • 37 • 03 
.085 .06 .01 • 38 .03 
• 1 2 5 f 

.06 .02 .39 .04 
.200 .08 .ok .43 •05 
. 4 o 8 e .21 .08 .56 • 07 

i Deep Some 
Hous ing V a r i a b l e (h) Y AY Y AY 

- -390* .17 - . 0 5 • 38 - . 0 2 
- .190 .10 - . 0 2 •35 d 
- .125 .08 - . 0 1 • 35 d 
- .070 • 07 d • 35 .01 
- .030 • 07 d • 35 .01 
- .010 .07 .01 • 35 .01 

0 • 07 .01 .35 .01 
.010 • 07 .01 • 35 .01 
.030 • 07 .01 • 35 .02 
.055 .07 .02 • 35 .02 
.085 .07 .02 .36 .02 
. l 2 5 f • 07 .03 .36 .03 
.220 • 09 .04 .38 .03 
• 795 •39 • 13 .60 • 09 

computed f rom equa t i ons 1-4 and 7 - 1 0 , Tab le D.6 . 

^computed f rom e q u a t i o n ( c ) , page 4 l . The v a l u e s used f o r A 
were one s t a n d a r d d e v i a t i o n f o r the r e s p e c t i v e v a r i a b l e , as f o l l o w s 
A , . 2 2 ; D, . 0 8 ; H, . 1 4 ; S , . 3 0 . 

consumpt ion l e v e l s used a re m idpo in t o f c l a s s i n t e r v a l used 
i n F i g u r e s 5 « 1 , 5«2, 5-3 and 5«4, and 0 , the expec ted va lue o f the 
v a r i a b l e s . 

d - . 0 0 5 ^ AY ^ .005 

e m i d p o i n t o f l o w e s t / h i g h e s t c l a s s 

v a l u e o f median o b s e r v a t i o n i n l o w e s t / h i g h e s t c l a s s 
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TABLE D.8 

SIMPLE CORRELATION COEFFICIENTS 
AMONG INDEPENDENT VARIABLES 

A A 2 D D 2 H H 2 

A 1 .6639 .0038 .0015 .2034 .0562 

A 2 1 .OOU9 .1066 • 3017 .4687 

D 1 • 7117 • 0757 .1299 

D 2 1 .0237 .3205 

H 

H 2 

1 • 5310 

1 



TABLE D.9 

RANGE OF INDEPENDENT VARIABLE VALUES - - ENTIRE SAMPLE AND SUBSETS 

AUTOMOBILE 
NONAUTOMOTIVE 

DURABLES HOUSING SUMMATION 

E n t i r e sample (N = 1223) 
Maximum 
Minimum 

Respondents w i t h income 
$1000 o r more (N = I I93) 
Maximum 
Minimum 

A l l respondents except 
South (N = 824) 

Maximum 
Minimum 

5-0140 
-1 .5510 

1.7800 
• .2321 

5.0140 
• .7600 

- .1313 

.6968 
- .1227 

.6650 
- .1313 

I .8367 
-1 .0954 

1.1533 
• -3140 

1.4400 
• .6286 

6.1899 
-1 .5062 

3.5983 
• .6496 

6.1899 
•1.4643 
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APPENDIX E 

CHARACTERISTICS OF EXCESSIVELY INDEBTED 

TABLE E . l 

Percentage of Debtors in Trouble with Regard to 
Installment Debt, by Selected Economic and 

Demographic Characterist ics 

Per Cent in 
Trouble 

Distr ibut ion" DEEP SOME 
Percentage a Trouble 

A l l debtors 100 11 40 

MARITAL STATUS: 

Married 87 9 39 

Single 3 13 45 

Widowed 5 25 50 

Divorced 3 25 47 

Separated 3 43 66 

NO. OF YEARS MARRIED: 

1 year or less 3 24 68 

2 years 3 14 45 

3 years 3 19 56 

4 years 4 13 45 

5-9 years 17 8 46 

10-20 years 35 9 36 

More than 20 years 22 6 28 

Inappropriate 13 26 52 

AGE OF HEAD: 

18-24 6 29 65 

25-34 29 11 45 

35-44 28 8 38 
45-54 23 9 30 
55-64 9 13 39 
65 and over 5 17 47 

Not available c 0 50 
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TABLE E . l - - Continued 

Per Cent in 
Percentage a Trouble 

Distr ibut ion DEEP SOME 

LIFE CYCLE: 

Under 45 years old 

Unmarried, no children 3 30 58 

Married, no chi ldren 8 18 6 l 

Married, youngest ch i ld 
under 6 36 8 4 l 

Married, youngest ch i ld 
6 or older 13 7 36 

45 or older 

Married, chi ldren l6 10 29 

Married, no chi ldren, 
head working 11 3 32 

Married, no chi ldren, 
head re t i red 2 21 46 

Unmarried 6 22 47 

Other 4 28 55 

SEX OF HEAD: 

Man 89 10 39 

Woman 11 23 50 

NO. OF PEOPLE IN SPENDING 
UNIT: 

1 7 29 53 
2 22 12 46 

3 19 12 37 

4 23 7 36 

5 14 8 36 

6 7 11 43 

7 4 16 38 

8 or more 4 7 40 
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TABLE E . l - - Con t inued 

P e r Cent i n 
Percen tage T roub le 

D i s t r i b u t i o n 8 , DEEP SOME 

DISPOSABLE INCOME: d 

Less than $1000 2 53 83 

$1000-1999 6 36 64 

$2000-2999 10 ko 69 

$3000-3999 12 32 56 

$4000-4999 19 1 52 

$5000-5999 16 1 51 

$6000-7499 17 0 9 

$7500-9999 11 0 9 

$10,000 and ove r 6 0 13 

LIQUID A S S E T S : d 

None 26 25 66 

$1-99 12 17 64 

$100-199 9 11 48 

$200-499 15 6 4 l 

$500-999 14 5 26 

$1000-1999 10 2 11 

$2000-4999 9 0 3 

$5000-9999 4 0 0 

$10,000 and ove r 1 0 0 

RATIO: INSTALLMENT DEBT 
PAYMENT TO DISPOSABLE 
INCOME 

Less than 5$ l 6 0 0 

5-9$ 22 0 0 

10-19$ 38 0 51 

20-39$ 19 ^2 92 

40-59$ 2 93 93 

60$ o r more 1 81 81 

Amount not a v a i l a b l e 1 0 0 
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TABLE E . l - - Continued 

Percentage 
Distribution 1 1 

Per Cent in 
Trouble 

DEEP SOME 

AMOUNT OF INSTALLMENT DEBT: 

$1-99 13 

$100-199 12 

$200-499 24 

$500-999 21 

$1000-1999 20 

$2000-2999 8 

$3000-4999 2 

$5000 and over c 

INCOME CHANGE: 

1958-1959 

125$ or more 15 

105-124$ 29 

96-104$ 32 

76-95$ 10 

75$ or less 6 

Not avai lable 9 

EDUCATION OF HEAD OF 
SPENDING UNIT: 

0-8 years 27 

9-11 years 21 

12 years 29 

College - no degree 11 

College - degree 11 

Not avai lable 1 

OCCUPATION: 

Professional , technica l , 
kindred workers 11 

Unemployed 5 

4 

9 

12 

15 

11 

16 

9 

33 

10 

6 

11 

13 

25 

22 

19 

12 

8 

6 

4 

29 

3 

11 

18 

18 

53 

62 

55 

67 

47 

34 

37 
42 

59 

52 

48 

48 

37 

28 

28 

57 

29 
44 



99 

TABLE E . l — Continued 

Percentage 
Distr ibut ion 

Per Cent in 
Trouble 

DEEP SOME 

OCCUPATION: (continued) 

Managers, o f f i c i a l s ; 
self-employed 
businessmen 12 

Cle r ica l and sales 
workers 13 

Craftsmen, foremen, and 
kindred workers 17 

Operatives and kindred 
workers 22 

Laborers and service 
workers 12 

Miscellaneous groups 3 

Retired 4 

NO. OF WEEKS WORKED FULLTIME: 

Less than 13 3 

14-26 3 

27-39 7 

40-47 7 

48-49 3 

50-52 70 

Not available - how 
much worked 1 

Not available - i f 
worked c 

Inappropriate (housewives, 
re t i red , students)4 

RACE: 

White 

Negro 

Other 

Not available 

86 
13 

c 

1 

6 

8 

9 

10 

30 

10 

21 

32 

31 

12 

18 
21 

8 

29 

0 

19 

8 

30 

20 

20 

26 

36 

36 

45 

61 

48 
52 

68 

67 

53 

46 
50 

35 

86 

0 

48 

37 

62 

60 

60 
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TABLE E . l — Con t inued 

Percen tage 
D i s t r i b u t i o n a 

Per Cent i n 
T roub le 

DEEP SOME 

REGION: 

N o r t h e a s t 22 

No r th C e n t r a l 27 

South 33 

West 18 

URBANIZATION: 

12 l a r g e s t c i t i e s 12 

Other c i t i e s 50,000 o r 

HOUSING STATUS: 

Owner w i t h mortgage 45 

Owner, no mortgage 14 

Ren te r 38 

N e i t h e r owns no r r e n t s 6 4 

LENGTH OF RESIDENCE IN 
PRESENT DWELLING: 

20 y e a r s o r more 5 

11-19 y e a r s 13 

6 -10 y e a r s 20 

4 - 5 y e a r s 15 

3 y e a r s 10 

2 y e a r s 12 

1 y e a r o r l e s s 23 

Not a v a i l a b l e c 

I n a p p r o p r i a t e 2 

6 

8 

19 

9 

7 

14 

14 

30 

17 

10 

8 

4 

11 

12 

15 
20 

36 

29 

39 

51 

38 

28 

l a r g e r 21 12 42 

Urban : 10 ,000 -49 ,999 15 14 40 

U rban : 2 , 5 0 0 - 9 , 9 9 9 19 9 42 

R u r a l : i n SMA b 16 8 39 
R u r a l : no t i n SMA b 18 15 48 

In SMA b 62 9 37 
Not i n SMA b 38 16 47 

30 

38 

51 

65 

43 

32 

35 

31 

43 

4 l 

52 

20 

57 
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TABLE E . l - - Continued 

Per Cent in 
Percentage Trouble 

Distr ibut ion DEEP SOME 

NO. OF CAPS: 

None Ik 18 kk 

One 71 12 kk 

Two or three Ik 3 21 

Sub totals may not add to 100 due to rounding 

bSMA — Standard Metropolitan Area as defined by the Bureau 
of the Census 

c 

Less than 0 . 5 per cent 

^Cr i ter ia used to c l a s s i f y debtors as in trouble or not 

Respondents who l i v e in t r a i l e r s , rent part of anothers dwell ing, receive shelter as part of income 
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