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The Problem

Families face growing economic insecurity.

Family income volatility increased during the Bush administration, with nearly
one in 10 working-age individuals seeing their incomes fall by half or more
during the early 2000s due to job loss and other causes.!

Meanwhile, employers are offering less protection from economic insecurity, as
companies slash health benefits? and replace traditional pensions with 401(k)-
style plans that expose workers to investment and longevity risks.®

The government safety net is also eroding, as an increasing share of the workforce
is ineligible for unemployment insurance and other protections.*

Bankruptcies increased rapidly during the Bush administration.

Bankruptcies rose 60% over the first six years of the Bush administration, from
431 bankruptcies per 100,000 individuals in 2000 to 689 per 100,000 in 2005.>

After Bush signed into law the Bankruptcy Abuse Prevention and Consumer
Protection Act of 2005 (BAPCPA), which restricted the ability of individuals to
declare bankruptcy, the number of people filing bankruptcy initially dropped, then
started rising again. Bankruptcy rates have since doubled in 16 states since the
passagg of BAPCPA and many states are rapidly catching up to pre-BAPCPA
levels.

The home foreclosure crisis has caused bankruptcies to spike, rising 29% in the
last year.’

Bankruptcies are usually caused by events beyond the control of families and
individuals.

Medical causes are cited as a reason in half of all bankruptcies, according to a
study by a team of researchers from Harvard University and Ohio University.®
Other common causes are job loss, divorce, and death of a breadwinner.’

Contrary to claims that many bankruptcies are now “bankruptcies of
convenience” rather than actual hardship, a Stanford Law Review study found
that families who filed for bankruptcy in 2001 were in worse financial shape than
their counterparts who filed 20 years earlier.™

Changes in lending practices have also contributed to an increase in bankruptcies.



e Credit card companies have increased the availability of credit to higher-risk
borrowers, relying on late penalties and other hidden fees to boost their bottom
lines.**

e Families turned to high-cost home-secured loans and other borrowing to deal with
stagnant wages and the increase in economic insecurity—Ileaving them with
unmanageable debt burdens as the housing and labor markets slumped.*2

What has President Bush done?

President Bush supported and signed the Bankruptcy Abuse Prevention and
Consumer Protection Act, which made it more difficult for families and individuals
file for bankruptcy.

e The administration promoted BAPCPA as a way to encourage “personal
responsibility,” even though the legislation made no distinction between
responsible and irresponsible borrowers.*®

e BAPCPA increased filing fees and included provisions that significantly raised
the cost of attorney representation.**

e The law also increased repayments from bankrupt families and individuals to
creditors by, among other things, making it harder to file Chapter 7 (“fresh start”)
bankruptcy claims.

What has President Bush failed to do?

President Bush failed to help people overwhelmed by medical and other expenses
get back on their feet.

e Outcomes of Chapter 7 filers before the BAPCPA legislation were generally quite
good. Nearly two-thirds of individuals reported stable or better financial situations
after filing bankruptcy.*® This social insurance function ought to be reinforced,
not diminished.

The administration should have clamped down on abusive lending practices that
take advantage of distressed or unsophisticated borrowers.
e The administration failed to support legislation like the “Credit Card Bill of
Rights Act” that would curb abusive lending practices.
President Bush failed to address the primary causes of financial distress.

e The Bush administration should have sought ways to buffer families from income
volatility rather than delaying an extension of unemployment insurance benefits.



e The Bush administration should have encouraged employers to provide employee
benefits that shield families from financial risks rather than favoring risky 401(k)s
and health savings accounts."’

e And finally, it should have strengthened social insurance programs, instead of
blocking the expansion of programs like the State Children’s Health Insurance
Program.
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