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Little is known about the outcomes of credit counseling and debt management. This study reports data that compares active debt management clients with program dropouts and a control group 18 months following an initial credit counseling session. The active clients were doing better financially after 18 months and as a group they moved from “having some difficulties” toward “doing okay.” The active clients also reported more positive increases in financial behaviors than the other groups. Finally, active clients 18 months later reported large reductions in financial stressors compared to dropouts and a control group.

Introduction

Approximately nine million consumers annually make contact with a credit counseling agency (Credit Counseling Industry, 2003), far more than a decade ago. The practices of the non-profit credit counseling and debt management industry, while in existence for over fifty years (Staten, 1997) have recently come under increased scrutiny (Credit Counseling in Crisis, 2003; Gardner, Fall 2001/Winter 2002; Lander, 2002; Mayer, 2001; Pushed Off the Financial Cliff (2001); Schmitt, Timmons & Cady, 2001; Simpson, 2002); Weston, 2001). Criticism has been leveled at advertising, fees charged consumers, creditor payments to agencies, arrangements with other profit-making businesses, and counseling agency salaries.

Amidst the calls for investigations and reforms are a number of questions that are central to the very essence of credit counseling: “What does credit counseling do for clients?” “Does credit counseling result in improvements in people’s lives?” “Do clients get out of debt?” “Does participation in a debt management program relieve client stress over personal financial issues?” “Does client financial well-being improve?” “Do benefits come from credit counseling and/or from participation in a debt management program?”

Testimonials from present and former clients strongly suggest that credit counseling provides lots of value. Anecdotal evidence from credit counselors is similarly positive. However, research evidence to support these positive claims is sparse. In fact, very little is known about the outcomes of credit counseling and debt management.

Credit Counseling and Debt Management Programs

People contact credit counseling agencies because they are over-indebted. Often they have reached a crisis in their finances brought on perhaps by overspending, poor money management skills and/or a lack of savings to use for an emergency expense. Contributing factors often include such things as job loss, income reduction, divorce and medical expenses.

The overall goal of credit counseling organizations is to help overly indebted consumers get out of debt and become financially free. The programs and information offered clients are aimed at helping to create lasting changes in clients’ personal financial behaviors. Profina Debt Solutions® is a national non-profit credit counseling and debt management organization. Its clients respond to advertising by telephoning credit counselors who have completed a third-party certification program designed to assist consumers who are over-indebted. A caller may talk with a counselor for perhaps 15 or 20 minutes, or even longer. 

Counselors are prepared to review the caller’s budget, suggest resources available on the Internet, supply specific advice on where to cut back on expenses, encourage spending discipline, and recommend appropriate social service agencies and other organizations that provide assistance that might fit the person’s needs. During and after the time period when the counselor is obtaining detailed financial information from the caller, suggestions are offered to the consumer in the areas of budgeting and credit management. Counselors also assess whether or not the company’s debt management program (DMP) can appropriately meet the needs of the caller. Some callers are told to contact a bankruptcy referral service.

Credit counseling organizations provide a service called a debt management program for unsecured debts (those without collateral), such as those with credit cards, dentists and hospital bills. Secured debt, such as automobile loans where the vehicle is the chattel for the loan, are not included in a debt management program. Indebted consumers, who typically are behind in making repayments, might quality for a DMP program if their finances are not in such  shambles that they need to consider bankruptcy. In addition, they need to have enough income available to make the new payments negotiated with the creditors. In a DMP situation, the credit counseling agency intervenes directly with the consumer’s creditors to seek some financial relief.

Creditors that participate with a credit counseling organization typically offer concessions to DMP clients to help them be better enable to repay what they owe. Typical concessions are lower interest rates, waiver of late fees and a re-aging of the account to bring it out of arrears and up to date. Such concessions from several of a person’s creditors might reduce the monthly repayment amount from $1,000 to $750. Importantly, more of the consumer’s DMP payments go toward principal rather than interest. As a result, credit counseling clients can get totally out of debt in perhaps three to five years, rather than ten, fifteen or thirty years as is the case when minimum payments of 1.5 or 2.0 percent are made.

Throughout the early years of the credit counseling industry, from the 1950s though the 1980s, DMP clients paid only a nominal joining fee. No other charges were assessed. This system worked because many of the creditors in the industry paid a fair-share contribution of ten to fifteen percent to the credit counseling agencies and those revenues supported all operations. Today most but not all creditors give the credit counseling organizations a “fair-share” contribution for each client who makes repayments under a debt management program. The contribution, which has declined in recent years, is usually a set percentage of the funds disbursed, such as four or nine percent. 

Credit counseling organizations argue that they help millions of people every year by offering free counseling to those who do not sign up for a DMP program. While the primary source of revenue for a credit counseling organization is from the creditor industry, declining fair-share revenues have forced most credit counseling organizations to charge clients fees. The excess revenues that agencies traditionally have used to provide free budget and credit management counseling for the estimated two-thirds of people who do not sign up for a debt management program (Staten, Elliehausen & Lundquist, 2002) are no longer available from the creditors or they have been cut back substantially. 

The creditor reductions in fair-share contributions have meant that today credit counseling organizations’ operating revenues must also come from client fees. Most DMP clients make additional payments as part of their monthly DMP payment to the credit counseling organization to help offset the efforts to collect and disburse payments to creditors. This fee typically amounts to $20 to $50 a month. Depending upon the credit counseling agency’s policies, such contributions may be voluntary or required. Clients also typically pay a fee to join the DMP program, and a $50 payment is common.

Purposes of the Study

One of the national credit counseling and debt management organizations in the country, Profina Debt Solutions®, wanted to measure the extent to which the service it performs for its clients made a difference in their financial well-being over time. In particular, the researchers wanted to know whether any changes in the clients’ financial life could fairly be attributed to its service. 

The purpose of the study was to collect and report descriptive data that compares active DMP clients with dropouts and a control group 18 months following an initial credit counseling session. The three key groups of variables included in the comparisons were their (1) current financial situation or financial well-being, (2) financial behaviors, and (3) frequency of occurrence of financial stressors.

The financial behaviors addressed were those that are strategic, preventive and lay the foundations for continuing personal financial well-being. Stressors were incidents in financial life that clearly were symptoms of financial distress. Questions were also asked about state of health and quality of life at and away from work, reflecting concern that financial distress can be pervasive, affecting not only health but also job productivity. If those effects were found to be significant, then financial distress could also become the concern of both the public health community and business. 

Related Literature

Few studies have been conducted about the credit counseling industry. Some proprietary research has been rumored to exist, but these have yet to be uncovered. The research described below suggests that credit counseling and debt management programs have benefits for creditors, employers, over-indebted consumers and their families.

A study conducted at Georgetown University by the Credit Research Center (Staten, Elliehausen & Lundquist, 2002) focused on the estimated two-thirds of credit counseling clients who received only budgeting and counseling advice. They did not sign up and join a debt management program. The interest in the research was to ascertain the value of non-DMP counseling. That would prove to creditors that they should pay realistic fair-share contributions that would be sufficient to subsidize the educational efforts and counseling services offered. This was addressed by assessing the subsequent credit usage and payment behavior of clients. Data were collected three years following the clients’ initial counseling session. Results were compared to “similar data for a large randomly selected comparison group.” Creditworthiness improved. The “counseled borrowers had significantly fewer accounts, lower debt, and fewer delinquencies relative to other borrowers” and credit delinquency experience was better than the comparison group. Moreover, they improved their credit profile compared to a control group. This study validates some values obtained from a one-on-one credit counseling session.

A study of 173 consumer credit counseling clients (Garman, Camp, Kim, Bagwell, Redican & Baffi, 1999) found that they were “experiencing a high degree of stress about financial matters because they have a great quantity of financial problems.” Many reported health problems, and it was found that “the average worker spent 21 hours per month attending to personal financial issues while at work.”

Financial stress has been found to be an important source of distress in people’s lives, primarily owing to the reality that many aspects of success in daily living depend in part upon the resources one has available (Peirce, Frone, Russell, & Cooper, 1996). Stress over economic matters can strain human relationships and negatively affect people’s health. Another study found that personal finances were one of the highest sources of stress for employees (Jacobson, Aldana, Goetzel, Vaardell, Adams, & Pietras, 1996).

The health findings of Garman et al. (1999) were confirmed in a study of 900 adults in Ohio (Drentea & Lavrakas, 2000) where both credit card debt and stress regarding overall debt were found to be associated with health. A poor debt-to-income ratio is significantly associated with worse physical health and self-reported health. “In addition, having more stress regarding overall debt was associated with worse health….” Understanding a person’s debts and their financial strain and hardship may be better than merely using income to assess financial well-being. Debt acquired for student loans, housing, vehicle, appliances, home entertainment, and everyday consumer purchases may be “a chronic strain on an individual’s financial well-being, and ultimately emotional well-being, even though they are considered necessary to most Americans (Drentea & Lavrakas, 2000).” In another study of a representative sample of Ohio residents, Drentea (2000) found that the ratio of credit card debt to income and being in default causes higher anxiety levels, that disproportionately affects younger adults. 

Bagwell (2000) conducted a one-year later follow-up study of the credit counseling clients cited above in Garman et al. (1999). Respondents included clients on a debt management plan, those who had dropped out of the DMP plan, and those who received budget and credit counseling only. Data for the three groups were largely similar. One year following the initial credit counseling session the respondents reported distinct decreases in personal financial stress. Respondents also indicated that they “had instituted some positive financial behaviors since receiving credit counseling.” Most reduced their debts and living expenses. Satisfaction with present financial situation rose sharply. Respondents reported fewer work-loss days using a measure of presenteeism. The frequency of financial concerns interfering with work decreased markedly. Self-reported productivity ratings increased one year later, and the average number of hours reported dealing with personal financial concerns at work dropped by half.

Procedures

Profina® clients who telephoned, joined and stayed in the debt management program (DMP), called actives, were tracked over 18 months and they were compared to other clients who either dropped out after making at least one payment, called dropouts, and those who never made a single payment. The latter was considered a control group for purposes of this study. 

The initial data were collected with a mail survey in May and June 2000. Clients who had signed an agreement sometime in the previous three months were mailed a questionnaire. A similar survey with the same questions was also conducted in 2001 to assess changes in responses. 

In the initial survey in 2000, a sample of 1,800 clients was drawn from a population of 4,000, the number of clients Profina®, then a new company, had at that time. The clients selected were those who had signed an agreement with Profina® between January and April 2000. By June of 2000, 20% of the sample (355 clients) had completed a 57-item questionnaire. Using these 355 respondents as a panel, most of the same questions were again mailed in January 2002. Due to changed addresses, 302 questionnaires actually reached their destinations. When data analysis began, 180 responses were already received. This report is based on that dataset. Three groups were identified. Respondents still active in the debt management program (DMP) formed one group. Respondents who had left the program without making even one payment were considered a control group. The third group consisted of respondents who left the program after making at least one payment.

Demographics and Other Similarities

At the point of the initial data collection in 2000, all of the respondents were considered a single group, people who had telephoned inquiring about and subsequently committing to taking action to solve their financial problems. Sixty percent of the respondents were females and 40 percent were males. Most were within the age grouping of 26 to 39 years.

Six months after the initial data collection, in January 2001, comparisons were made between those who then were active clients and those who either dropped out or had never joined the DPM program. The latter two groups were combined and contrasted to the active clients. The two groups were similar on 22 variables, including gender, marital status, housing ownership, satisfaction with current financial situation, or financial well-being, financial stressors, and health. The active group differed on race (68% white versus 57%), bachelor’s degree education (22% versus 14%), high school education or less (27% versus 36%), and residence in metropolitan areas and cities rather than rural areas (64% versus 52%). Moreover, it was judged that toward the beginning of the study the active clients were fairly similar to what would later be classified as dropouts and people who never made a single payment.

Results

Current Financial Situation

An important question in the study related to the credit counseling clients’ current financial situation. The data revealed that people who remained in the DMP improved their financial situation more that those who did not. In both studies, June 2000 (Beginning in Figure 1) and January 2002 (18 months later), clients were asked to rate their financial situation on the scale: overwhelming (1) some difficulties (2), doing okay (3), and it’s easy to save (4)
.

Figure 1 shows that in 2000, those customers who would remain active had some difficulties financially, but they were doing better than those who would drop out soon or eventually. By 2002, 18 months later, the active customers reported that they were still doing better financially and had widened the margin between the control and dropout groups. The actives moved from having ‘some difficulties’ toward  ‘doing okay’. 

Figure 1.
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Financial Behavior

There were several questions asked in the studies about financial behavior. They sought to identify actions undertaken that would have payoff in the future. For most of these questions, respondents generally reported increased adoption of these behaviors over the 18-month period, with actives generally reporting greater initiatives. 

Table 1
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Table 1 shows a listing of the financial behaviors about which customers were asked. Respondents answered ‘Yes’ or ‘No’ depending on whether the action was adopted or not. Affirmative answers carried the score 1 while answers in the negative received 0 as a score. Mean scores for all questions are shown in Table 1 for the 2000 study. The mean score for the actives are sorted, resulting in a ranking or implicit prioritization of the behaviors in 2000. For the actives, reducing personal debt was the number one action taken, followed by cutting down on personal expenses. When compared with the control and dropout groups, the priorities are seen to be quite similar. This is not surprising as all groups were initially similarly situated financially. Table 2 presents the same behaviors eighteen months later. Again, the mean scores for the actives are sorted giving a ranking for the actions.

Table 3 presents the changes in the scores reported in 2000 and those reported in 2002. In other words, it shows the percent change of scores in Tables 1 and 2. For example, the mean score associated with the action ‘determine retirement income’ increased more than 109%, increasing .25 in 2000 to .51 in 2002. What that means is that, in 2000, 25% of the currently active said they had taken action to determine their retirement income. In 2002 that number rose to 51%, doubling the proportion of people who had answered in the affirmative in 2000.  Other actions for which there were large increases in the proportion of actives reporting having taken some action are ‘Contributing to pre-tax program’ and ‘Contributed to retirement plan’. In contrast, those actives reporting having taken action in contacting a financial planner decreased substantially. The actions for which currently active clients did better than both the control group and dropouts are identified with their associated percentage changes shaded. The actives were ahead in six out of nine behaviors. Actives also do better when average changes over all behaviors are considered. Table 3 also ranks the financial behaviors in terms of the magnitude of the changes.

Table 4 addresses the statistical significance of the calculated differences in percentage changes among the groups shown with regard to the six shaded behaviors considered together. The columns headed ‘1st Mean’ and ‘2nd Mean’ are the averages of the changes for the individual behaviors in Table 3. Are the differences shown in the table due to chance or can there be confidence that differences very likely exist based on the data reported? The results of t-test in Table 4 shows that one can be 90% confident that the differences between the active and control groups are significant and did not happen by chance. The data supports the claim that, for the six actions identified in Table 3, the proportion of people who remained active in the program and who reported adoption of strategic behaviors increased to a greater extent than the proportion of those who made up the control group. Recall that the control group consisted of those who, although having signed up, never started the program. The other paired comparisons shown also have t-test that support the reported differences. 

Table 2

[image: image3.emf]Financial Behavior

Beginning

GROUP

Mean

Q Action Active Ranking Control Dropouts All

4 Reduced personal debts 0.78 1 0.60 0.83 0.73

6 Cut down on living expenses 0.78 2 0.67 0.75 0.73

5 Followed a budget 0.58 3 0.42 0.48 0.49

2 Developed a financial plan 0.47 4 0.36 0.47 0.43

10 Contributed to retirement plan 0.39 5 0.28 0.36 0.34

3 Started or increased savings 0.37 6 0.29 0.35 0.33

7 Contacted a financial planner 0.34 7 0.29 0.41 0.35

9 Determine retirement income 0.25 8 0.21 0.20 0.22

8 Contributed to pre-tax program 0.18 9 0.11 0.20 0.16

MEAN for all questions  0.46 0.36 0.45 0.42


Table 3
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18 months later

GROUP

Mean

Q Action Active Rank Control Dropouts All

4 Reduced personal debts 0.95 1 0.70 0.74 0.81

5 Followed a budget 0.81 2 0.57 0.55 0.66

6 Cut down on living expenses 0.78 3 0.77 0.83 0.79

2 Developed a financial plan 0.69 4 0.50 0.62 0.62

10 Contributed to retirement plan 0.58 5 0.34 0.38 0.45

3 Started or increased savings 0.54 6 0.50 0.45 0.50

9 Determine retirement income 0.51 7 0.26 0.32 0.38

8 Contributed to pre-tax program 0.31 8 0.17 0.28 0.26

7 Contacted a financial planner 0.14 9 0.25 0.17 0.18

MEAN for all questions  0.59 0.45 0.48 0.52


Table 4
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1st                      2nd 1st Mean 2nd Mean Difference t-statistic Sig. DF

Active                 Control 55.53 31.84 23.69 2.00 0.10 5.00

Active                 Dropout 55.53 23.54 32.00 7.10 0.00 5.00

Control               Dropout 29.40 13.55 15.85 1.96 0.09 8.00


Financial Stressors

A number of questions relating to financial stressors were asked in the studies. There are 23 items listed in Table 5. They are called stressors because they constitute signals and symptoms of financial distress. Customers were asked whether these stressors occurred during the 12-month period prior to receiving the questionnaire. They could answer ‘Never’, ‘Once’ or ‘More than once’. The scalar quantities associated were 0, 1 or 2, respectively. Mean scores were calculated for each group for both surveys. The data showed significant reductions in the incidence of these stressors over the 18-month study period.

Before discussing these improvements, the ranking of the stressors are presented. The active clients are ranked according to their mean score in Table 5. In 2000, the number one stressor was “had to pay late fees.” On average, customers were reporting paying late fees significantly more than once.  Note the average score of 1.67 for this stressor. This number is above 0 (Never) but below 2 (More than once). Turning to the other groups, the similarity with the actives regarding the ranking of stressors is noteworthy. Table 6 shows the ranking of financial stressors in 2002. The first thing to notice is the reduction of scores for each group, showing that a higher proportion of clients were reporting between ‘Never’ experiencing the stressors (0) and experiencing them only ‘Once’ over a 12-month period.

The data on financial stressors are compared and the percent changes in the mean scores in the 18-month period appear in Table 7. Here again the scores for the active clients are ranked. Item k, the occasions when the actives used cash advances from one card to pay another card, was reduced over 90% on average. Large reductions were also reported on many of the other stressors, as is indicated in the table. There were 14 instances when reductions in the incidence of stressors were larger for the actives than for both of the other two groups, the control and dropouts. These instances are shaded in Table 7. When all the stressors are considered together, there is a percent reduction of nearly 47% for the actives while the control and dropouts dropped 33% and 13%, respectively.

Table 8 shows that, for the 14 stressors for which the active clients did better than the other two groups, the grand (collective) mean differences shown are statistically significant at better than the 5% significance level.

Table 5. 
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GROUP MEAN

Percent Change

Q Action Active Rank Control Dropouts All

9 Determine retirement income 109.67 1 23.27 62.94 76.13

8 Contributed to pre-tax program 75.59 2 52.83 38.24 59.07

10 Contributed to retirement plan 48.75 3 22.26 4.18 31.86

2 Developed a financial plan 47.57 4 40.00 31.79 42.89

3 Started or increased savings 45.39 5 75.00 30.70 51.27

5 Followed a budget 39.27 6 35.18 13.92 35.25

4 Reduced personal debts 20.51 7 17.28 -11.00 10.60

6 Cut down on living expenses -0.45 8 15.38 10.98 8.57

7 Contacted a financial planner -59.52 9 -12.50 -57.73 -47.52

MEAN for all questions  28.13 26.30 7.30 23.09



Table 6.
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d Paid late fee 1.63 1 1.67 1.68 1.66

15a Overdue notice 1.55 2 1.85 1.70 1.71

c Pay credit card bill late 1.53 3 1.45 1.57 1.52

m Could not afford to go out 1.46 4 1.53 1.46 1.49

I Reached a max on credit card 1.40 5 1.42 1.53 1.45

e Received a phone call from creditor 1.26 6 1.66 1.61 1.53

b Pay utility bill late 1.20 7 1.46 1.31 1.33

j Took a cash advance 0.92 8 0.79 0.97 0.89

s Bounced a check 0.90 9 0.99 1.02 0.98

l Not enough money for emergency 0.80 10 0.98 0.94 0.92

n Could not afford vehicle repairs 0.80 11 1.22 1.06 1.04

f Received a collection agency 0.68 12 1.40 1.08 1.08

g Vehicle loan/lease payment late 0.50 13 0.86 0.76 0.72

q Could not afford medical care 0.47 14 0.80 0.37 0.55

h Paid rent/mortgage late 0.46 15 0.82 0.74 0.69

k Used cash advance to pay another credit card bill 0.44 16 0.42 0.54 0.47

r Could not afford medical insurance 0.33 17 0.70 0.31 0.45

o Could not afford vehicle insurance preminum 0.28 18 0.92 0.49 0.58

p Could not afford transportation to work 0.07 19 0.51 0.38 0.34

t Been sued for collection of a debt   20 0.40 0.23 0.24

v Wages garnished 0.02 21 0.21 0.08 0.11

w Had home foreclsoure 0.01 22 0.06 0.02 0.03

u Had items repossessed 0.00 23 0.25 0.06 0.11

MEAN for all questions 0.73 0.97 0.87 0.86


Table 7.
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GROUP

Mean

Stressor Active Ranking Control Dropouts All

m Could not afford to go out 0.99 1 1.08 1.42 1.14

b Pay utility bill late 0.87 2 0.92 1.32 1.02

d Paid late fee 0.79 3 1.17 1.51 1.12

15a Overdue notice 0.70 4 1.21 1.63 1.13

c Pay credit card bill late 0.65 5 0.96 1.33 0.95

e Received a phone call from creditor 0.58 6 0.94 1.35 0.91

l Not enough money for emergency 0.51 7 0.73 0.84 0.67

s Bounced a check 0.51 8 0.55 0.73 0.58

n Could not afford vehicle repairs 0.49 9 0.77 1.00 0.72

I Reached a max on credit card 0.47 10 0.96 1.10 0.80

g Vehicle loan/lease payment late 0.39 11 0.62 0.53 0.50

q Could not afford medical care 0.31 12 0.58 0.37 0.41

o Could not afford vehicle insurance preminum 0.31 13 0.50 0.55 0.44

h Paid rent/mortgage late 0.30 14 0.54 0.68 0.48

r Could not afford medical insurance 0.28 15 0.54 0.36 0.38

f Received a collection agency 0.27 16 0.92 0.98 0.67

j Took a cash advance 0.24 17 0.71 0.51 0.46

p Could not afford transportation to work 0.07 18 0.27 0.20 0.17

v Wages garnished 0.06 19 0.17 0.16 0.12

k Used cash advance to pay another credit card bill 0.04 20 0.24 0.16 0.13

u Had items repossessed 0.04 21 0.21 0.16 0.13

t Been sued for collection of a debt 0.03 22 0.33 0.31 0.20

w Had home foreclsoure 0.03 23 0.12 0.06 0.06

MEAN for all questions 0.39 0.65 0.75 0.57


Table 8. 
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18 months later

GROUP MEAN

Percent Change

Stressors Active Rank Control Dropouts

k Used cash advance to pay another credit card bill -90.29 1 -44.06 -70.70

j Took a cash advance -73.65 2 -9.44 -47.36

I Reached a max on credit card -66.37 3 -32.32 -28.12

f Received a collection agency -60.44 4 -34.29 -9.12

c Pay credit card bill late -57.69 5 -33.80 -15.33

15a Overdue notice -54.54 6 -34.48 -4.31

e Received a phone call from creditor -54.34 7 -43.19 -15.77

d Paid late fee -51.72 8 -29.95 -9.98

s Bounced a check -43.78 9 -44.66 -29.13

n Could not afford vehicle repairs -38.68 10 -37.06 -5.22

l Not enough money for emergency -36.03 11 -26.28 -10.77

h Paid rent/mortgage late -35.81 12 -34.13 -8.13

q Could not afford medical care -34.15 13 -28.03 -0.74

m Could not afford to go out -32.52 14 -29.69 -3.04

t Been sued for collection of a debt -28.17 15 -19.23 37.39

b Pay utility bill late -26.99 16 -36.79 0.38

g Vehicle loan/lease payment late -21.13 17 -28.21 -30.53

r Could not afford medical insurance -15.49 18 -22.90 17.23

p Could not afford transportation to work 2.62 19 -47.00 -47.08

o Could not afford vehicle insurance preminum 8.98 20 -45.69 12.87

w Had home foreclsoure 187.32 21 81.73 154.00

v Wages garnished 187.32 22 -19.23 103.20

u Had items repossessed 23 -14.02 154.00

MEAN for all questions -46.74 -32.87 -13.32



Conclusions and Recommendations

According to self-reported data, clients who have remained active in the Profina Debt Solutions® debt management program for 18 months appear to be better off financially than those similarly financially distressed consumers who dropped out or never ever began the program. Over the time period, the active clients improved more than the control and dropout groups on having performed positive financial behaviors that were proactive and designed to help deliver a better financial future. Finally, the active debt management clients reported substantial reductions in financial stressors in their lives. The finding that active clients reported a 90% reduction in “using cash advances to pay another credit card” was the highest ranked stressor that was reduced over the 18-month time period.

Over-indebted consumers who participated in a non-profit credit counseling and debt management program gained substantially from their experiences as determined in an 18-month follow-up study. Compared to those who were similarly distressed but did not join the debt management program and those who dropped out, active DMP clients achieved genuine successes in personal financial management. Active clients reported improved reduced financial stressors, many positive financial behaviors and a better overall financial well-being. Being in a DMP program reduces one’s anxiety about debts. In addition, it helps get consumers on the right track to perform financial behaviors that bring personal success, less anxiety and very likely increases in happiness. A debt management program improves clients’ personal financial well-being.

This research supports the need for those in the credit counseling and debt management industry to continue offering programs for people who are financially over-indebted. Consumers should be encouraged by these findings because they support the claim that credit counseling works. It helps people improve key aspects of their financial lives. Credit counseling organizations should also endeavor to retain clients in their debt management programs, not necessarily to generate revenue from creditors and clients, but rather to help move their overly indebted clients from states of severe financial stress and poor financial well-being to better financial lives. Regular outbound communications to clients could be helpful as well as ready access to budgeting forms and education and information on financial topics. 

Efforts also could be made to encourage over-indebted consumers to contact credit counseling agencies before their finances are so bad that budgeting advice and a debt management program are not useful. The only alternative for those in such poor financial condition is to seek the counsel of an attorney regarding personal bankruptcy. The rising number of personal bankruptcies in the United States, 1.5 million in 2002, argues for earlier intervention and assistance for overly indebted consumers. Proposed legislation (H.R. 975, Bankruptcy Abuse Prevention and Consumer Protection Act of 2003) will require all individual bankruptcy petitioners to obtain certification that they obtained credit counseling services from a non-profit agency prior to filing for bankruptcy.

Advanced statistical analyses could be utilized to search within the present database for additional relationships and perhaps predict success in a debt management program. Conducting similar research studies with larger sample numbers would be appropriate, too.

Additional research could explore other factors that could be associated with or be the result of consumer success in credit counseling and/or debt management programs. Examples include family relationships, knowledge of personal finance, awareness of employer’s financial benefits, participation in employer benefits (e.g., 401[k] plan, dependent care program), additional health variables, substance abuse, work absenteeism, job commitment, intention to change employer, coping skills and tools, exposure to information and education on personal financial topics, and participation in workplace financial education seminars and workshops. 

Other analyses have shown that a consumer’s debt burden spills over into the workplace creating a negative impact on such factors as job productivity, absenteeism and the employer’s bottom line of profitability (Garman, Leech, & Grable, 1996; Sorhaindo & Garman, 2002). This topic should be researched more fully because if overly indebted employees who participate in a credit counseling and debt management program gain control over their finances to the extent that it results in lowering costs for their employers, the total impact of credit counseling would have substantive long-range benefits for employers and society as a whole.

The basics of personal financial management need to be understood by all adults. People should be able to make and follow a budget, set and achieve short-term goals, repay more than the minimum repayment amount on their credit card bills, and get out of debt. After accomplishing these essentials, adults need to save for future goals, such as paying the cost for a child’s college education, paying off a home mortgage and saving enough to retire with financial dignity. These are financial goals common to most in a modern civilization. Schools, employers, credit counseling organizations, and other institutions need to help overly indebted consumers become financially solvent so society as a whole can reap the many benefits of a financially savvy population.
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