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SENIOR ENTREPRENEURS
IN BANKRUPTCY

Dr. RararL EFraTt

I. INTRODUCTION

During the last century, the number and the proportion of seniors
in the United States have increased considerably.! The U.S. popula-
tion which would be consaidered senior is expected to continue to grow
at a brisk rate throughout this century.? The rapid growth of the se-
nior population is a product of a number of factors including a declin-
ing death rate, increasing life expectancy, and the aging of the baby
boomers.2 These changes are likewise reflected in the age of the U.S.
workforce, with both employees and small business owners becoming
older overall.4

As the proportion of seniors rises in the United States, there is an
increased burden upon younger, working age individuals who have to
support seniors through social welfare entitlements paid for in the
form of taxes.5 For example, researchers have concluded that, partly
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1. See Dorothy P. Rice & Norman Fineman, Econormic Implications of Increased
Longevity in the United States, 25 Any. Rev. Pus. Heavra 457, 458 (2004) (“In 1200,
less than 125,000 persons were 85 years and over, comprising 4% of the elderly; by
2000, there were 4.2 million persons in this age group, or 12% of the elderly.”).

2. Id. (projecting that by 2080, persons aged 85 and over will double to just under
9 million people).

8. See id. at 459-60 (reporting that mortality rates from all causes have declined
rapidly over the last century, and that more than 27 years have been added to life ex-
pectancy of Americans over that same period).

4. See Stacy PouLos & DemMeETRA S. NicuaTmicark, U.S. DEP'T oF LaBor, AGING
Baey BoosmEers In o NEw Workrorce DeEveELopMENT SvsTEM 4 (2004), hitp/www.
doleta.gov/Seniorsfother_docs/AgingBoomers.pdf (reporting that in 1985 the median age
of workers in the United States was 35 and in 2008 the median age is projected to be
nearly 41).

5. See James R. Knickman & Emily K. Snell, The 2030 Problem: Caring for Aging
Boomers, 37 Heavua Serv. Res. 849, 857 (2002) (asserting that the dependency ratio of
workers aged 20-64 to the seniors aged 65 years and aver has declined since 1960, thus
placing a very large burden on the working population in the United States}.
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as a result of the dramatic growth of the senior population in the
United States, health care costs, as a percentage of gross domestic
product, have increased by more than three times over the past fifty
years “from a low of 4,4% of GDP in 1950 to over 14% in 2001.”6 Simi-
larly, as individuals reach eligibility age for Social Security benefits,
some scholars have raised concerns about the viahility of the Social
Security fund to provide for younger individuals upon their
retirement.”

To address the increased burden on younger, working age individ-
uals, some scholars have advocated adopting policies to encourage in-
dividuals to work beyond age sixty-five.® These proponents have
argued that having individuals work beyond the age of sixty-five
would be justified because members of the baby-boom generation re-
port overall good health, increased life expectancy, high degrees of in-
dependence, extensive work experience, and high levels of education.?
The proponents contend that by extending the term of employment
beyond age sixty-five, it will become significantly more feasible to pay
for increased social welfare entitlement expenditures associated with
the seniors.’® Essentially, as individuals live longer in an overall
- healthy state, they can work longer and thereby raise their incomes,

6. See Rice & Fineman, supra note 1, at 464 {reporting that in 1950, medieal care
costs were $12.7 billion and accounted for 4.4% of GDF whereas in 2001 medical care
costs reached $1.4 trillion and represented 14.1% of the GDE),

7. See Kevin M. Murphy & Finis Welch, Perspectives on the Social Security Crisis
and Proposed Solutions, 88 Am, Econ. Ruv. 142, 142 (1998) {(“Current estimates are that
theo [Social Security] system will run out of funds around 2030.”).

8. See infre notes 9-10 and accompanying text.

9. See AARP Pug, Pouioy Inst., Urbate on THE AGrb 66+ Worker 2007 1 (2008),
http:/agsnets.anrp.orgirgeenter/econ/fs142_worker.pdf [hereinafter Uphawn on AGiD 55+
WorxEers| (veporting that in 2007 labor force participation rate for workers age 56 or
older has reached a level not seen befora and predicting that workers age 55 or older
will constitute more than B0% of projected labor force growth over the next decade);
Fep. InteRacENoy ForuM oN AuING-Beratep Sramisrics, Srnoored INpicaTors oF Ri-
TIREMENT RiEsourcrEs AMone PeorLe Acep B5-84: 1984, 1994, & 2004, at 3 (2008),
http:/agingstats. gov/Agingstatadotnet/Main _Site/Data/2008_Retirement/Retirement.
resources.pdf (reporting that older Americana are much more educated that in years
past); CTr. ror Heaury CoMM. BT AL, Remvvennmng Acine: BasysooMers & Civic Ex.
GACEMENT 8§ (2004), hitp://www.haphu.harvard.edu/che/reinventingaging/Report.pdf’ (re-
porting that vlder Americans today are healthier and live longer); Nan's, Comm’n. Soc.
Sec. Rerors, REporRr OF THE Natonar Commission on Social. SEeURITY REFORM
(1983}, http/fwww.ssa.govihistory/reports/gspan.html (suggesting that as the life expec-
tancy of Americans increases, more of them are able to work for longer),

10, Victor R. Fuchs, Health Care for the Elderly: How Much? Who will Pay for it?,
18 Hrautn Avr. 11 (1999) (suggesting that one way to reduce the public health care
costs for the seniors is to pay for additional eare through increases in work). Typically,
individuals age 65 or alder are entitled to receive full Social Security benefits. Employ-
ees’ Benefits, 20 C.F.R § 404.311 {2008).
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be self-sufficient, and pay more taxes to support various social welfare
entitlements, such as Social Security and Medicare.!?

Indeed, seniors are remaining or returning to the labor force at
increasing rates.!2 According to one study, the labor participation of
seniors in 2007 reached a “level not seen for decades.”’® Additionally,
the senior labor force is projected to account for more than 90% of la-
bor force growth in the United States during the next decade.’* Fur-
thermore, among developing nations, the United States “has one of
the highest labor force participation” rates among individuals who are
sixty-five years old or older.'®

The large majority of senior workers in the United States are
wage earners, but a sizeable percentage of senior workers are entre-
preneurs.'6 Specifically, senior workers now constitute a growing
part of the small business owners in the United States. Recent data
suggests that the number of entrepreneurs in the United States who
are over the age of forty-five is growing, while the rate is increasing at
an even higher rate for senior entrepreneurs.!” Indeed, since 2000,
the number of senior enfrepreneurs has increased by more than
20%.18 Senior entrepreneurs now make up one of the largest self-em-
ployed groups classified by age and represent nearly 31% of all self-
employed workers in the United States.’® A similar trend has been
detected in other countries as well,2°

11. See Rice & Fineman, supra note 1, at 467.

12. As this article proceeds, the term “senior” will mean any individual in the
United States who is at least fifty-five years old.

13. See Urnate on Acep 55+ WorksRs, supra note 9, at 1.

14, Id.

18. S¢e AARP Pus. Pouicy INst, Acmc anp Work - A Visw rroM THE UMITED
SraTes 2 (2004), http:/assets aarp.org/rgeenter/fecon/2004_02_work.pdf,

16, Id. at 18 (stating 87% of those aged 66 or older participating in the labor mar-
ket were wage and salary workorsg).

17. Anita Campbell, Older Entrepreneurs a Growing Segment, 8vaLL Bus. TRENDS,
Aug. 23, 2006, hitp://www.smallbiztrends.com/2006/08/clder-entrepreneurs-growing-
segment-html. As this article proceeds, the phrase “senior entreprenour” will mean any
individual in the United States who is at least fifty-five years old who is also self-
employed. .

18, Id. (staling unpublished government figures show that between 2000 and 2006
the number of pelf-employed individuals age 55 and older rose from 2,136,000 to
2,698,000).

19. See U.S. Census, Bursau, 2002 Beonomic Census: CHARACTERISTICS OF BUal-
wEss OwnErs 26 thl. 5 (2008), hitp:/fwww,censns,gov/prod/ec02/sb0200cscho.pdf (report-
ing that in 2002, there were 13,598,942 small businesses (with employees and without
employees) in the United States owned by individuals 56 years or clder out of a total
pumber of firms of 20,528,725).

20. See, e.g., Teemnu Kautonen, Understanding the Older Entrepreneur: Comparing
Third Age and Prima Age Entreprencurs in Finlond, 3 InTL. J, Bus. Sct. & APPLIED
Mar. 4, 10 (2008) (finding that 16% of Finnish new businesses are started by individu-
als aged 50 or over); Suresh H. Patel & Colin Gray, The Grey Entrepreneurs in UK'1, 12
(TKD working paper No. 18, 2008), available at www.open.ac.ul/ikd/workingpapers/
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Senior entrepreneurs do not only constitute a sizeable number of
small buginess owners in the Uniied States, but they also report a
higher self-employment rate as compared to their younger counter-
parts.2l For example, one study found that almost 26% of all em-
ployed men in the United States aged sixty-five and older and 13% of
those aged fifty-five to sixty-four are self-employed, compared to only
8% of those aged twenty-five to fifty-four. For women, the propensity
to become self-employed is lower than men, however, a greater propor-
tion of women still opt te become self-employed at an older age.22
Whereas 14% of all employed women age sixty-five or older are self-
employed and 9% of all employed women aged fifty-five to sixty-four
are self-employed, only 6% of employed women are self-employed
among those aged twenty-five to fifty-four 23

workingpaper_I8.pdf (reporting that senior entrepreneurs account for approximately
15% of all business start-ups in England and Wales, compared to 10% a decade ago);
Paull Weber & Michael Schaper, Understunding the Grey Entrepreneur, 12 J. ENTER-
PRISING CULTURE 147, 149 (2004) {reporting that according to the Australian Bureau of
Btatisties from 2001, 31% of small business owners in Australia were over 50 years old
and reporting that according to the census data in New Zealand, over 40% of all small
businesses with no employees were owned by individuals aged 50 or older).

21. See Lynn A, Karoly & Julie Zissimopoulos, Self Employment among Older [7.8.
Workers, 127 MowtiLy LaBor Rev, 24, 24 (2004) (veporting that in 2002 workers age 45
and over accounted for 38% of the total workforce in the U.S. but 54% of the self-
employed).

22. Donald Bruce et al., Self Employment and Labor Market Transitions at Older
Ages 2 (Ctr. For Retirement Research at Boston College, Working Paper No. 2000-13,
2000, http://err.be.edufimages/stories/Working_Papersiwp_2000-13. pdf? phpMyAdmin=
43ac483cddedt51dBeb4l.

23. Id.; see also Lynn A. KaroLy & Junie Zisstvorouros, AARP Pus. Por'y Inst.,
Serr-EMPLOYMENT aND THE 50+ PopuLaTion, at i (2004), http:/assets.aarp.orgfrgeenter!
econ/2004_03_self_employ.pdf [hereinafier Sprr-EmproymzNT aND THE 50+ Popura-
ToN] (“Tn 2002, for example, CPS data indicate that 16.4% of workers aged 50-plus, but
only 10.2 percent of the total workforce, were self-employed in incerporated or unincor-
porated businesses. Although those age 50 and ahove made up 25% of the workforce in
2002, they comprised 40 percent of the self-employed in the same year.”); Bruce et al.,
supra nate 22, at 7 (“At ages 45 to 54, 8.9 percent of all workers were self-employed
compared with 12 percent for those ages 55 o 64 and 20.5% for those age 65 and above.
These age patterns hold for both men and women. As a result, for example, in 2001,
although workers age 45 and above made up 36% of the workforce, they represented
54% of those who were self-employed.”); David S. Evans & Linda S. Leighton, Some
Empirical Aspects of Entrepreneurship, 19 Am, Econ. Rev, 520, 521 (1989) (“The frac-
tion of the labor force that is self-employed increases with age until the early 40s and
then remains constant until the retirement years.”}; Victor R, Fuchs, Self-Employment
and Labor Foree Participation of Older Mules, 17 J. Hunt. REsources 389, 340-41 (1982}
{“illn cross-sectional data the proportion self-employed among white urban male
workers rise from aboui 15% in the late fifties to more than 25 percent by the late
sixties.”). Studies found a similar pattern in other countries as well. See, e.g., Doreen
Duchesne, More Seriors at Work, PERSPECTIVES ON LABOUR anp Income, Feb, 2004, at 5,
8, available ot hittp/fwww statcan.calenglish/freepub/T5-001-KIE/1020475-001-XIE pdf
(“{Wlorkers 65 and over were almost four times more likely than those 15 to 64 to be
their own boss- 45% compared with 12%.”); Weber & Schaper, supra note 20, at 149
(reporting that 31% of Australians over 50 years old are self-employed, compared to only
11% among Australians under the age of 30).
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Some scholars have contended that these figures have seriously
under-stated the disproportionate share of the self-employed among
middle aged individuals. These scholars point out that previous stud-
ies examining the self-employment rate among seniors only studied
unincorporated, self-employed individuals.?* According to such stud-
ies, incorporated individuals who work for themselves were not classi-
fied as sclf-employed but were rather classified as wage and salary
workers because they are technically paid employees of a business en-
tity, regardless of whether the worker is the only employee of the
business.28

Recent data has allowed researchers to estimate the number and
proportion of senior entrepreneurs under the expansive definition, ac-
counting for both the incorporated and the unincorporated self-em-
ployed. Under this revised analysis, the disproportionate share of the
genior entreprencurs is considerably more pronounced.?®

The increasing number of small businesses owned by older indi-
viduals is anticipated to rise as the overall number of older individuals
is expected to grow at a dramatic rate within the next few years.®’
Over the next several years, a record number of individuals are ex-
pected to reach retirement age, “including seventy-seven million baby
boomers, the oldest of’ whom are now fifty-nine years old.?8 Accord-
ing to recent surveys by the AARP, 80% of the baby boomers plan to
work past the age of sixty-five.®® Additionally, surveys of baby
boomers have found that they are keenly interested in starting their
own businesses as they approach retirement age, 3¢

24. Bruce et al., supra note 22, at 18.

26. Id.

26. See id. (“Among men, these numbers are about 50 percent higher than the un-
incorporated counts: about 21 percent of mén 55 to 64, rising to 30, 34 and 3% percent for
men aged 65-69, 70 to 74, and 75 or elder. For women, the two series differ less. About
12 percent of those 55 to 64 are self“ernployed, as are 16, 19, and 23 percent of those in
the three nldest categories.”).

97. See id. at 2 (“[Wle wounld expect the importance of self-employment [among
older Americans] to rise as the number of clder Americans increases.”); Sharon A. Deva-
ney & Haejeong Kim, Older Seif Employed Workers and Planning for the Future, 37 J.
Consumer Arr, 123, 124 (2008} (“About 10% of American workers were self- employed
in 1997, but the numbers are expected to increase, especially among older workers.”).

98, Stephanie Clifford, Saying No fo Retirement, Inc. Macazing, Sept. 2005, at 27.

29. Id.

30. See id. {referring to a Merrill Lynch survey of older Americans indicating that
13% of them plan to start a business in their golden years); SELF-EMPLOYMENT AND THE
50+ PopuLaTion, supre note 23, at i (“Two recent AARP public opinion polls found that
baby boomers are very interested in starting their own business or becoming self-em-
ployed.”); Gangaram Singh, Work afier Early Retirement (1998) (Ph.D. Dissertation,
School of Graduate Studies, University of Toronto} {reporting that 32 percent of early
retirees who return to work after retirement hecome self-employed). See generally Scoti
H. Beck, Mobility from Preretirement to Postretirement Job, 27 Boc. QuartErLy 515
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Researchers have identified a number of explanations for the
growing number of older entrepreneurs and the higher rate of self-
employment among older individuals. First, as the life expectancy
riges in the United States, there are more once younger small business
owners that are now classified as senior entrepreneurs.®l Others
have contended that older individuals may be pushed to some extent
to pursue small business ownership because of lack of alternative ca-
reer opportunities or dissatisfaction with a current job.32 For in-
stance, age discrimination and inadequate access to training
opportunities in the labor market may be experienced mare frequently
at an older age.®® Similar to the lack of meaningful job alternatives,
which induces some older individuals to pursue entrepreneurship,
other older individuals may be forced to consider self-employment to -
supplement inadequate Social Security entitlements or pension bene-
fits.®* While challenges may force some older individuals to pursue
entrepreneurship, other older individuals are enticed, or pulled, into a
business ownership venture as a result of the increased ease and low
cost of starting a home based business.36

Some scholars have postulated that the higher prevalence of self-
employment among seniars is simply a product of a propensity among
salary and wage earners to retire younger as compared to self-em-
ployed individuals.3¢ Other scholars state that the higher rate of self-
employment among older individuals is a manifestation of a workforce

(1986) (estimating that in the United States 33 pereent of those who retire subsequently
return to work),

81. See Rice & Fineman, supra note 1, at 460 (reporting that over the past 100
years, 27.7 years have been added o life expectaney at birth),

82, BSee Barcravs Ecowomic Reports, THiRD Acm ENTREPRENEURS- PROFITING
rroM Exparmnce 2 (2001) (identifying job retrenchment as the single most common
reagon for starting a business by older people in the United Kingdom); Weber &
Schaper, supra note 20, at 1581 (reporting evidence that suggests that extended unem-
ployment of many Australians over the age of 55 may push many of them to hecome
business ownera).

33. See Gangaram Singh & Alex DeNoble, Barly Hetirees as the Next Generation of
Entreprencurs, 23 EnrrerrensursHie THEORY & PracTion 207, 210 (2008) (hypothesiz-
ing that lack of access to employment as a result of discrimination may prompt some
seniory {o pursus self-employment); Weber & Schaper, supra note 20, at 150 (identify-
ing tho decline in traditional corporate career opportunities as a “push” factor forcing
older persons to pursue small business ownership).

34, See Weober & Schaper, supra note 20, at 150 (identifying “insufficient retire-
ment funds, or inadequacies in current pension entitlements” as a "push” factor foreing
older persons to pursue small business ownership).

36. Weber & Schaper, supra note 20, at 150.

36. BELF-EMPLOYMENT AND THE 50+ PoPULATION, supra note 93, at 13; see also
Fuchs, supra note 23, at 356 (finding that the seif-employed are much more likely to
remain in the labor force compared to wage-salary workers and that the disparity in the
propensity to retire increases with age); Juseph F. Quinn, Labor-Force Participation
Patterns of Older Selyf-Employed Workers, 43 Soc, 8ec, BurL. 17, 27 (1980) (*The self
employed sector in the United States economy is disproportionately populated by older
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life cycle. That is, some older individuals view self-employment as an
effective mechanism to transition slowly out of the labor force.37
While some older individuals may shift to part-time employment as
they approach retirement age, many older individuals find the flexibil-
ity and independence of self-employment particularly appealing as
they transition out of the full-time labor force.38 For example, one
study found that approximately a third of the self-employed workers
who are over the age of fifty made the transition to self-employment at
or after age fifty, Thus, a sizeable fraction of older entrepreneurs
moved into self-employment during the later stages of their careers,
possibly as part of a planned process of retirement.3?

Yet other scholars suggest that the higher propensity among older
individuals to become self-employed is due to a number of recent regu-
latory changes that encourage seniors to remain active in the
workforce and, in many cases, to pursue entrepreneurship.® For ex-
ample, work disincentives under Social Security, in the form of earn-
ing limits, have been eliminated.*’ Hence, now individuals who are
eligible for Social Security benefits no longer risk losing their Social
Security benefits to the extent they earn income from the operation of
abusiness or otherwise.

Also, the normal retirement age for Social Security benefits has
been on the rise and is now scheduled to rise to age sixty-seven.*? By
postponing the eligibility age for Social Security benefits, the federal
government has encouraged individuals to remain in the labor force
longer. In contrast, a number of employers in the private sector that
offer defined benefit pension plans discourage individuals from work-
ing beyond a particular age through benefit caleulation rules under
which the amount of expected pension benefits declines with addi-
tional years of service on that job.#® Reacting to the federal govern-
ment’s changes, some older individuals have responded by locating an

workers because . . . the self employed are less likely than wage-and-salary workers to
withdraw completely from the labor force . .. .")

37. Bruce st al., supre note 22, at 17. :

38. SpLr-EMprLOYMENT aND THE 50+ PopuLaTion, supre note 23, at 13; see alse
Quinn, supra note 36, at 27 (“The self.employed sector in the United States economy is
dispropertionately populated by older workers because . . . some workers shift into self-
employment in their later years.”).

39. Id. (describing the process engaged by some older wager earners of transition-
ing into self-ernployment).

40. See Bruce et al., supra note 22, at 2-3 (referring to studies that examine the

impact of recent federal legislations in encouraging older Americans fo remain lénger in
the workforce).

41, Id. at 2.
42. Id. at 2-3.
43. Id. at 3.
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alternative place to continue working.#* Buch alternatives have in-
cluded self-employment for many older individuals.45 Finally, some
scholars have suggested that individuals are more inclined to pursue
self-employment at an older age as they accumulate more financial
resources or are simply exposed fto a greater number of business
opportunities.48

In spite of the high propensity among older individuals to become
entrepreneurs, researchers have given little attention fo this rapidly
growing labor force phenomenon.?” Indeed, researchers’ understand-
ing of entrepreneurship has been largely limited to analysis of the en-
tire self-employed population or focused at the younger groups of
entrepreneurs.*® As previously mentioned, it is important to study se-
nior entrepreneurs not only because of their growing prevalence, but
also because of the wide ranging ramifications this phenomenon has
on the working life of the ageing population, on health care costs, and
on the public welfare.4?

The few studies that have examined the demographics and other
characteristics of older entrepreneurs have found that the typical
older entrepreneur is fifty-eight years old, white, married, and male
with twelve to thirteen years of education.?0 Among the entrepre-
neurs fifty years old or older, less than 10% had a pension and just

44. See id. (suggesting that some older Americans transition into self-employment
in response to various incentives in the marketplace).

45, Id, at 3.

46, FEvans & Leighton, suproc note 23.

47. See Marc J. Dollinger et al., The Older Entrepreneur: An Exploratory Study, in
Proceepincs of THE Smarl Busivess InsTiTuTE DigscTors AssoclaTion 134, 134 (D.
Johnson ed., 1988) (“[TThere has been almost no serious work investigating the older
entrepreneur; his or her characieristics, the nature of their business, the efficacy and
performance of their ventures.”); SeLr-EmpPLovMENT aND THE 50+ POPULATION, supra
note 23, at 12 (“Although the phenomenon of self-employment in general has received
some academic attention, relatively little research has been devoted to studying self-
employment among those in middle and late life.™.

48, SeLr-EMPLOYMENT ANMD THE 50+ PoruraTion, supra note 23, at 93.

49. See Org. for Econ. Co-operation and Dev., Ageing Societies and the Looming
Pension Crisis, http:ffwww.oecd.org/document/59/(,3343,en_2649 87419 2512699 1 1
1_1,00.html (last visited Jan. 18, 2009) (advocating for extending the working life of
older workers to counter the looming pension crisis); Weber & Schaper, supra note 20,
at 150 (“Governments are becoming increasingly aware of the potential costs which an
ageing population pose ... and so ave beginning to restructure work arrangements to
increase the involvement of older persons in small firms.”). '

B60. Devaney & Kim, supre note 27, at 131; see also SELF-EMPLOYMENT AND THE 50+
Poruration, supre note 23, at 55 (finding that depending on the self-employment defi-
nition used, females constituted between 32% and 40% of the self-employed individuals
over the age of 50 and that both self-employed Hispanics and Blacks, who were over 50
years old, were underrepresented in the entrepreneurial sector, constituting between
3% and 5% depending on the definition used for self employment); Weher & Schaper,

sigpra note 20, at 153 {(finding that older entrepreneurs in Australia are predominantly
male).
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over 25% had health insurance. The great majority of the older re-
spondents were reportedly in good or excellent physical and mental
health. Additionally, 82% of the older respondents in were in good or
excellent emotional health.51

According to another study’s findings, in 1994, the average
amount of business income of older entrepreneurs was similar to those
of all small businesses in the United States, with an annual average
income of $38,636 and a median income of $6,000.52 Similar to the
general entrepreneurial sector, senior entrepreneurs tend to over-
whelmingly operate their businesses as sole proprietorships and are
dramatically less inclined to operate their businesses as partnerships
or corporations.’3 Nonetheless, the incomes generated by corpora-
tions owned by senior entrepreneurs tend teo produce a disproportion-
ately higher portion of the total earnings of the businesses owned by
senior entrepreneurs taken as a whole54

The typical older entrepreneur has a relatively stable business
with an average and median length of business tenure of fourteen
years, a similar tenure to that in the general self-employed sector.?5
However, approximately a third of entrepreneurs over the age of fifty
made the ftransition to self-employment at or after age fifty. Com-
pared to those individuals who become self-employed prior to age fifty,
wage earners who became self~employed af age fifty or older are more
likely to be female, to have lower income and wealth, to have a work
limiting health condition, to work part time, and to have left their
priar job invaluntarily.56

Compared with older wage and salary workers, older entrepre-
neurs are more likely to be a college graduate, male, white, married,

51, See Devaney & Kim, supre note 27, at 131 {(finding that in 1994 only 7% of the
self-employed in the sample of self-employed individuals between the ages of 53 and 63
years old had a pension and 27% had health insurance. Furthermore, the study found
that 75% of the respondents were in good or excellent physical health, while 82% were
reportedly in good or excellent emotional health).

2. Id. at 131.

63. See id. (inding that 73% of the seli-employed seniors operated as sole proprie-
tors, 7% operated as partnerships and 11% operated as corporations); Yine LOwREY,
SwmaLL Bus. Abmin., U.S. SoLE PropPrIETORSHIPS: A GENDER CoMPARISON, 1985-2000, at
2 (2005), http:/fvww.sba.gov/advo/research/rs263tot.pdf (finding that 72.6% of fixms in
the United States in 1997 were operated as sole proprietorships).

54. See Devaney & Kim, supra note 27, at 151 (“Of all businesses, 73% were sole
proprietorships that produced 17% of all business income, 7% were partnerships that
produced 11% of income, and 20% were ecorporations that produced 72% of income.”).

55. See id. at 131 {finding that the average length of business fenure among older
Americans was 14.5 years with a median of 14); Rorer Ctr., Los AveeLes TiMes PoLr
#427: Los AvceiEs CounTy SMaLL Busmmsses 12 {1999) {finding that small business
owners in Los Angeles had an average of 18.5 years of business ownership experience}.

56. SELF-EMPLOYMENT AND THE 50+ POPULATION, supra note 23, at 49-50.
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older, and healthier.57 Furthermore, older entrepreneurs tend to be
financially much better off than their wage earner counterparts as
measured by household income and wealth.5® However, senior entre-
preneurs tend to report debt more frequently and also report signifi-
cantly higher debt levels compared to the general senior population.
According to the Employée. Benefit Research Institute, 74% of senior
entrepreneurs had debts ‘as compared to 60% of seniors in general 5
Similarly, senior entrep,; isurs report a median debt of $71,000 and
an average debt of $122, 972 as compared to the general senior popula-
tion of $32,000 and $51,791 respectively.60 While senior entrepre-
neurs tend to have a higher propensity to accumulate debt and higher
debt levels, the total debt as a percent of assets among senior entre-
preneurs is lower than the general senior population.®!

Among the senior entrepreneurs, men and women differ in sev-
eral ways. As compared to their female counterparts, senior male en-
trepreneurs tend to be older and less ethnically diverse. However,
these men are more likely to be married, healthier, and more educated
than their female counterparts.f?2 Senior male entrepreneurs also
tend to be more financially well off as measured by household income
and wealth as compared sfo thelr female counterparts.3 The senior
female entrepreneurs’ 1‘51' erw"-;.ﬁnanmal condition may reflect their
tendency to over-concek trate in 10W growth and low earning
industries.®4 &

While empirical stu ieg -of senior entreprenecurs are small but
growing, the lack of scholarly attention to seniors in bankruptcy in
general, and senior entrepreneurs in bankruptey in particular, is espe-
cially pronounced. The number of bankruptcy filings in the United
States has dramatically increased since the 1970s, exceeding, for the
first time, one million bankruptey filings in 1996.5 One group that
has witnessed a particularly steep rise in the number of bankruptcy

57. Id. at 36, 49-50.
58. Id. at xi.
59. Craig Copeland, Debt of the Elderly and Near Elderly, 1992-2004, 27 EMpPLOYEE

Benerrr Res. Inst. Notes, Sept. 2006, at 1, 10, http Hhwrerw.ebri. urg/pdﬂnutespdﬂEBRI
Notes_09-20061.pdf. .

60. Id. at 4.
61. See id. at 10 (reporti

At the slf ijlnyed individuals, who were b5 or
older, had a debt as a percent o iF5.2% And & median debt-to- asset ratio of 12,9%
in 2004. In contrast, the debt a8'a peréentage of assets and median debt-to-asset ratio
among the general 55 or olderpopulation was 6.8% and 14.2%, respectwely)

62, SeLr-EMprovment anp THE b0+ PoruraTion, supra note 23, at xi.

63, Id

64, Id.

65. Bumeav oF Census, U.S. Depr. or COMMERCE, STATISTICAL ABSTRACT OF THE
Uratep States: THE National Data Book 555 thl. 881 (1998). For statistics on bank-
ruptey filings in the United States, visit the American Bankruptcy Institute’s website
at http/fwww.abiworld.org.
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filings over the recent past has been the seniors.8% According to a re-
cent study of bankruptcey petitioners in the United States, individuals
“age [fifty-five] or older have experienced the sharpest increase in
bankruptey filings.”#7 The study found that the rate of filing for bank-
ruptey protection among senior individuals has gone up significantly.
For example, the study found that seniors comprised only 8.2% of all
petitioners in 1991, but composed 22.83% of all petitioners in 200768
The dramatic increase in filing rates was even more pronounced
among those that are sixty-five years old or older. In 1991, individu-
als aged sixty-five years old or older represented 2.1% of all petition-
ers in the United States, but by 2007 this age group constituted 7% of
all the bankruptcy petitioners.®? This striking change represents a
150% increase in the filing rates of individuals sixty-five years old or

_older.”® The increase in the population size of seniors could not single-

handedly account for the significant rigse in the number of bankruptcy
filings among those individuals.

Desgpite the increasing number of seniors filing for bankruptey
protection, seniors remain an underrepresented group in the bank-
ruptey population. One study has found that while individuals aged
fifty and older constitute almost 36% of the total U.S. population, they
make up less than 15% of individuals who filed bankruptey in 1997.71
While seniors have a lower propensity to file for bankruptey protec-
tion, the study found that seniors tend to file for protection based upon
the same reasons as the general bankruptcy population. The study
also found that similar to the general bankruptcy population, the lead-
ing causes of bankruptcy filing by seniors were job losses or job inter-
ruptions, difficulty paying creditors, and family problems such as
having to support a child in financial trouble or marital dissolution.”2

B66. See Teresa A. Sullivan et al., Young, Old and in Between: Whe Files for Bank-
ruptey?, 9 Norron Bankg, L. Apviser 1, § (2001) (reporting that the number of older
individuals filing for bankruptey more than doubled hetween 1992 and 2001).

67. DeBomal THORNE ET AL., AARP Pub. PoLicy INsT. GENERATTONS OF STRUGGLE 1
(20608), http://assets.aarp,orgfrgeenter/consnme/2008_11_debt.pdf,

68. Id. at 7.

69. Id.

T0. Id.

71. See Teresa A. Sullivan et al,, From Golden Years to Bankrupicy Years, 7T Nor-
ToN Bawgn. L. ApvisEr 1 (July 1998} [hereinafier From Golden Years] (finding that
Americans age 50 years and older accounted for approximately 356.8% of the adult gen-
eral population in the U.S., but only 14.4% of pefitioners in bankruptey).

T2. Bee id. at 4-7 (finding that loss of employment was the most frequent explana-
tion for their bankruptey filing of older Americans, followed by medical problems, credi-
tors’ collection action and family related problems). Other studies have similarly found
these reasons fo be the primary cause of hankruptcy filings in the general personal
bankruptcy population. See, e.g., Tahira K. Hira & Kyle L. Kostelecky, Pilot Siudy of
Consumer Debtors Provides New Insights—What Influences Debtors’ Attitudes?, 14 Am.
Bawxr. Inst. J. 1, 31 {(1995) (finding that marital problems, employment issues, and
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Another prominent cause of seniors filing for bankruptcy was health
problems that gave rise to significant medical debts and prevented
them from working.?3 While these previous studies have shed impor-
tant light on the propensity and vulnerabilities of seniors in bank-
ruptey, no study has ever examined the bankruptcy experience for the
growing number of senior entrepreneurs.

An individual may hypothesize that senior entrepreneurs would
be underrepresented in the bankruptey population as senior entrepre-
neurs are more likely to enjoy superior skills, experience, and net-
works as compared to their younger counterparts.”’* Moreover, senior
entrepreneurs often have the advantage over their younger counter-
parts of having a higher accumulation of capital.’d Similarly, senior
enftrepreneurs report greater financial liguidity because they typically
have fewer dependents to support.” Furthermore, senior entrepre-
neurs may be underrepresented in the bankruptcy population be-
cause, compared to their younger counterparts, businesses owned hy
senior entrepreneurs typically tend to be bigger in terms of the volume
of sales, number of employees, and net income.”” Lastly, while not
conclusive, a number of studies have suggested that the survival rate
of businesses owned and operated by senior entrepreneurs is higher
than the survival rates of businesses owned and operated by their
younger counterparts.”®

overspending were identified by debtors as major factors in decision to file for
bhankruptey).

73. See From Golden Years, supra note 71, at 4 (finding that among petitioners
aged 50 or older, almost 30% identified medical problem as the canse of their bank-
ruptey filing).

T4, See Teresa A, Sullivan & Stephen D). McCraken, Black Entrepreneurs: Palterns
and Ruaies of Return to Self Employment, 2 Nar'L J. Soc. 167, 173 {1288) (“Older workers
are more Jikely to have the skills, experience, and capital to operate a business, and
they are more likely to have business and credit contacts.”); see also Weber & Schaper,
supra note 20, at 155 (reporting thai older entrepreneurs have the advantages of
broader experience, and superior networks).

5. See Weber & Schaper, supra note 20, at 156 (suggesting that the reason for the
higher wealth accumulation reported by older entrepreneurs in Australia as compared
to their younger counterparts is due to higher home ownership rafes).

76. See Dollinger et al., supra note 47, at 13-14 (“[TThe older entrepreneur is more
financially secure than younger entrepreneurs, has a larger portion of his or her income
from sources outside the firm, and has fewer expenses in terms of dependents.”); Weber
& Schaper, supra note 20, at 157-58 (contending that older entrepreneurs have higher
financial liquidity compared {o their younger counterparts since they have fewer depen-
dent children to support}.

77. See Dollinger et al., supra note 47, at 13 (“[The] business of the older entrepre-
neur is bigger than his younger counterpart in terms of sales, number of employees and
net income, with the difference in sales being statisfically significant.”).

78. See Patel & Gray, supra note 20, at 5 (referring to a study that found that the
survival rate of new British small businesses started by individuals aged between 50
and 55 years old was more than double of those begun by 20-25 years 0ld); Brian Headd,
Redefining Business Success: Distinguishing Between Closure and Failure, 21 SMaLyn
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On the other hand, an alternative hypothesis may be that genior
entrepreneurs would be overrepresented in the bankruptcy popula-
tion. Such an alternative hypothesis is premised on the low edueation
level reported by senior entrepreneurs compared to their younger
counterparts.”™® Furthermore, senior entrepreneurs are typically more
likely to develop health conditions that may impair their ability to
dedicate as much energy towards their business’s development.8¢ Fi-
nally, senior entrepreneurs may be overrepresented in the bankruptcy
population partly because they face obstacles in growing their busi-
nesses such as those obstacles arising out of ageism from prospective
customers as well as lenders.81

II. METHODOLOGY

Data for this research study was based on information obtained
from questionnaires completed by bankruptcy petitioners (“petition-
ers”) in the Central District of California-San Fernando Valley Divi-
sion.®2 The Central District Court of California-San Fernandoe Valley

Bus. Ecown. 51, b6 (2003) (finding that relatively young business owners tend to have
higher likelihood of closure); Robert Cressy & David Storey, New Firms and their Banks
11 (1995) (unpublished manuscript, on file with author) (finding that individuals start-
ing their business between the ages of 50 and 55 years old have a 70% chance of sur-
vival three and half years, compared to only a 30% chance of survival during that period
for businesses established by individuals between 20 and 25 years old); Arnold Cooper
et al., New Business in America: The Firms and Their Owners 2 (1990} (unpublished
manuscript, on file with anthor) (“Those forming businesses later in life were more
likely to see their businesses survive three years than were those who started ear-
lier. . ”). But see APARNA MATHUR, SMALL Bus. ADMIN., A SPATIAL MODEL OF THE IMPACT
or Bankrurtey Bxsmperions oN ENTREPRENEURSHIP 31 (2005), http://www.sba.gov/advo/
research/ra261tot.pdf (finding, among other things, that the probability of small busi-
ness closure i8 significantly lower for individuals in the younger age group); Timothy
Bates, Entrepreneur Human Cepital Inpuis and Small Business Longeuvity, 122 REv.
Econ, & Stat. 6562, 558 (1990) (“[Olwners 55 and over are least likely to remain in
business, while those in the 45-64 grouping are most likely to endure.”).

79. See Patel & Gray, supra note 20, at 13 (finding that older British entrepreneurs
have less education than younger entreprensurs); Weber & Schaper, supro note 20, at
157 (“Generally speaking, older entrepreneurs also possess lower levels of formal post-
secondary education than other population groups.”).

80. See Weber & Schaper, supra note 20, at 156 (“A legitimate concern often ex-
pressed about grey entrepreneurs is the potential for lost productivity and lower energy
levels which may be associated with growing old.”}; James Curran & Robert A. Black-
burn, OQlder People and the Enterprise Society: Age and Self Employment Propensities,
15 Work Time. & Soc’y 885, 8956 thl. 2 {2001) (finding that persenal health is reported as
the most commeon reason cited for many people who choose to retire from working life),

81. See Weber & Schaper, supra note 20, at 167 (suggesting that ageism, which is
discrimination against older individuals, poses an ohstacle to the business growth of
older self-employed individuals).

82. Since the data for this study was collected in the San Fernande Valley Division
of the Central District Court of California, the results are contrasted with relevant char-
acteristics of the general population or the small business owner population of the San
Fernando Valley. However, when the relevant data from the San Fermando Valley was
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Division was selected primarily because it holds court in a number of
locations in Los Angeles County, California. Additionally, the San
Fernande Valley is a geographic area which includes several cities and
a large portion of the City of Los Angeles, California (“Los Angeles”).
This geographic area is the home of approxzimately 1.7 million re-
sidents, 40% of which are foreigh born and under half are white, with
Hispanics making up almost 38% of the population, and Asians mak-
ing up almost 10% of the population.f3 This geographic area also has
the greatest concentration of small businesses in the United States.34

This research study relied on information from questionnaires
rather than bankruptcy schedules because vital data for this research
project, such as ethnicity, education, cause of bankruptey, and various
characteristics of petitioners’ businesses, would not be available in the
bankruptey schedules. The questionnaire was purposefully drafted to
be only one and a half pages long to minimize the time necessary for a
petitioner to complete it.

The questionnaire was composed of a list of twenty-one questions,
with an additional supplement of ten questions for petitioners who
owned a business prior to their bankruptey filing. Most of the ques-
tions in the questionnaire solicited non-narrative answers and asked
petitioners to check a box from among several options. However,
questions concerning the cause of the bankruptey filing or business
distress were open-ended.

The questionnaire included questions concerning age, gender, ed-
ucational background, marital status, country of origin, racial/ethnic
background, religious affiliation, number of dependents, occupation,
household income, home ownership, value of assets, amount and type
of debts, cause of bankruptey, and entrepreneurship background. Pe-
titioners who owned a business prior to their bankruptey filing were
also asked a number of questions about their former business opera-
tions. Among other things, these petitioners were asked to identify
the problems, if any, their business faced, the number of years they
engaged in the business, the type of business entity they owned, the

not available, relevant data from the City of Los Angeles or the County of Los Angeles
was used instead.

83. JorL Korxin & BEriga Ozuna, THe CEANGING FACE OF THE San FERRNanDO VAL
LEY 3 (2002), http:/publicpalicy.pepperdine.edu/davenpori-institate/reports/changing-
face/content/changing-face.pdf; see U.S. Bureavu oF TaE CENsUS, PROFILE OF SELECTED
Economic Craaracteristics; Los Awceres Crry 2 $bl. DP-2 (2000), http:/fwww.calmis.
ca.gov/file/Census2000/LosAngelesCityDP2000.pdf (reporting that 40.9% of the re-
sidents of Los Angeles City were foreign born in 2000).

84. Ivan Light & Elizabeth Roach, Self Employment: Mobility Ladder or Economic
Lifeboat?, in Branic Los AvceLss 193, 193 (Roger Waldinger & Mehdi Bozorgmehr
eds., 1996); Karen B. Leonard & Chandra 8. Tirewal, Asian Indians in Southern Cali-
fornia: Occupations and Ethnicily, in IMMIGRATION AND ENTREPRENEZURSHIP: CULTURE,
Carrran, ann Eranic NETworks 141, 141 (Ivan Light & Parminder Bhachu eds., 1993).
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type of business financing they utilized, the number of employees
their business had, the number of family members they had working
in the business, the nature of the business industry in which they op-
erated, the number of business ventures they had previously owned,
and their plans for future business ownership.

However, before questionnaires were distributed into the field, we
gubmitted the questionnaire and procedures to the California State
University-Northridge’s office charged with the protection of human
subjects, As part of this procedure, we promised to maintain the re-
spondent petitioners’ confidentiality. Similarly, in asking for coopera-
tion from the United States Trustee (“U.S. Trustee™) to conduct the
research study, we also promised to maintain the respondent petition-
ers’ confidentiality. All of the personnel engaged in the research
study, in any capacity, also pledged to maintain the respondent peti-
tioners’ confidentiality.

In 2004, the Executive Office of the U.S, Trustee granted us per-
mission to access and to distribute the questionnaire to petitioners at
the mandatory creditors’ meetings.®® The Assistant U.S. Trustee in
the Central District of California-San Fernando Valley Division coop-
erated in facilitating the distribution of the guestionnaires at that
site. There were a total of ten research assistants that attended the
mandatory creditors’ mesetings, beginning in January 2005 and ending
January 20086, for the purpose of distributing and collecting completed
gquestionnaires from the petitioners. While the vast majority of peti-
tioners had filed during 2005, some of the questionnaires that were
collected were from petitioners who had filed for bankruptcy in late
2004 because the mandatory creditors’ meetings are often scheduled
after the initial {iling.

Bach research assistant was assigned to cover different meeting
dates either in the morning or in the afterncon. Specifically, the re-
search assistants would arrive at the location of the creditors’ meeting
approximately fifteen minutes before the beginning of each session
and were instructed to approach the petitioners as they entered the

85. TIn January 2004, we contacted the Executive Office of the U.8. Trustee and
requested permission to distribute surveys at the 341a hearing in the Central District of
California. Later that year, the Executive Office of the U.S. Trusiee rejected the request
to grant access citing privacy concerns for the debtors. As a result, surveys were mailed
to a randomized sample of bankruptcy petitioners in the Central District of California,
San Fernando Valley Division. Unfortunately, the response rate for the mailed survey
was unacceptably low. We subsequently submitted a request for re-consideration to the
Fxecutive Office of the U.S, Trustee. In December 2004, the Ezecutive Office of the U.S.
Trusiee granted us permission to distribute surveys at the creditors’ meeting in the
Central District of California-San Fernando Valley Division. Since the results of the
small sample of the completed mailed surveys were not significantly different than the
results of the completed surveys that were collected in person, the completed mailed
surveys were included in the final sample.
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waiting area for the creditors’ meeting rcom. The research assistants
were given a script to follow when addressing the petitioners. Fur-
thermore, each research assistant was asked to identify himself or
herself, briefly describe the purpose of the research project, and then
ask the petitioner whether he or she would be willing to participate in
the research study by completing the questionnaire.

The questionnaire was available in English and Spanish due to
the high Hispanic population in the local area. To provide the ques-
tionnaire in Spanish, the English questionnaire was first translated
by a research assistant who was fluent in Spanish and English, The
research assistant’s translation was then validated by another hilin-
gual research agsistant. Based on feedback from the research assist-
ants, there were very few petitioners that appeared not to understand
the gquestionnaire’s questions.

Furthermore, the questionnaire did not ask for the petitioners’
names or case numbers. In fact, the research assistants were asked to
mention to the petitioners that participation in the study was com-
pletely voluntary and anonymous. In addition, a statement fo that
effect was included at the top of the questionnaire.

Some petitioners came to the creditors’ meeting with their attor-
neys and had the opportunity to consult with their attorneys about
completing the questionnaire during the often lengthy wait in the
waiting area before their creditors’ meeting began. The petitioners
who volunteered to complete the questionnaire were asked to return
their completed guestionnaire to the research assistant attending the
hearing that day. While most of the petitioners who completed the
questionnaire did so while waiting for their hearing to begin, some
petitioners took the questionnaire home and mailed it back upon com-
pletion. Petitioners in this study did not receive any monetary value
in exchange for their services.

In total, 1500 completed questionnaires were received. The aver-
age response yield rate was approximately 21%.86 Turthermore, the
total number of questionnaires completed and returned constitutes
12% of the total population of petitioners who filed in the Central Dis-
trict Court of California-San Fernando Valley Division during the pe-
riod of this study.®? The sample size reflected the approximate
composition of bankruptey filings in the Central District of California

86. The yield rate was calculated by dividing the number of surveys collected by
the total number of petitioners present at the hearings which were attended by the
research assistanis in this study.

87. During the period of this researeh study from January 2005 through January

2006, there were 12,049 bankrupicy filings. The 1,500 surveys collected represent a
vield of 12,45%.
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under chapter 7, chapter 11, and chapter 13 of the Bankruptcy Code .88
While the original goal was to obtain at least 150 completed question-
naires from former small business owners for our sample, the number
of small business owners ultimately included in our sample was 208.

The completed questionnaires that were collected during each
session were sequentially numbered and tabulated into a Microsoft
Access database. Following the tabulation of the data, the ten re-
search assistants participating in the data collection phase were
paired and instructed to exchange the hard copies of the question-
naijres they had collected. The paired students were then asked to val-
idate the data tabulated by their counter-pari and identify and correct
any detected data entry error or missing values. The questionnaires
that were completed in Spanish were tabulated and validated by one
of the four research assistants who were fluent in Spanish.

For the questions that addressed the cause of the petitioner’s
bankruptey, the cause of the petitioner’s business financial distress,
and the type of business owned by the petitioner prior to bankruptey,
content codes were developed based on the answers included in a ran-
dom sample from the completed questionnaires. Analysis in this
study was done using R and SPSS statistical packages. The statistical
significance of the interaction variables was tested by the usual ¢ test
{p < .05).

Qur definition of senior entrepreneurs was individuals who are
fifty-five years old or older and are self-employed. While there are dif-
ferent definitions of what constitutes an older entrepreneur,®® our
choice was based on the wealth of demographic and financial data that
is available about individuals who are fifty-five years old or older
outside of bankruptey. The findings from those reports enabled us to
compare similarly situated individuals outside of bankruptey to older
individuals in our bankruptey sample.?°

88. During the period of this research study from January 20056 through January
2006, thers were a total of 11,929 bankruptcy petitions that were filed in the San Fer-
nando Valley Division of the United States Federal Bankruptey Court for the Central
District of California. Approximately, 94% of the filings were under Chapter 7
{N=11,162), approximately 5.5% were filed under Chapter 13 (N=696), and .5% were
filed under Chapter 11 {N=71). United States Bankruptey Courts Central District of
California, 2005 and 2006 Statistics, hitp://www.cachb.uscourts.gov {lasted visited on
Feb. 2, 2007). In the bankruptcy sample a total of 1,500 surveys were completed. Simi-
lar to the chapter composition, over 97% of the surveys were under Chapter 7 (N=1,465),
5% were filed under Chapter 11 (N=8} and the balance under Chapter 13 (N=27).

89. See Paull Weber & Michael Schaper, Understanding the Grey Entrepreneur, 12
J. EnrerprIsiNG CULTURE 147, 151-52 (2004) (referring to a number of different defini-
tions of older entrepreneurs used by prior researchers).

90. The characteristics of the general population in our bankruptcy sample were
reported elsewhere. Rafael Efrat, Minority Entrepreneurs in Bankruptcy, 16 Gro, J. on
Poverty L. & PoLy 95, 106-08 {2008).
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III. RESULTS
A, BENIORS iN BANKRUPTCY

The petitioners in the bankruptey sample were older than the
general population of the City of Los Angeles, California (“Los Ange-
les”). Specifically, the median age of petitioners in the sample was
forty, compared to a median age of thirty-three for individuals gener-
ally living in Los Angeles.91

While the number of seniors has grown significantly in the bank-
ruptey population over the past twenty-five years,?2 seniors remain a
minority in the bankruptey population. In 2004, senior residents of
Los Angeles made up only 18% of the bankruptey population in the
sample.93

As Figure 1 depicts, most of the bankruptcy filers in the sample
were between the age of twenty-five and forty-four. After peaking in
the age group category of forty to forty-four, the number of bankruptcy
filings continuously declines in each of the older age categories.

91. See U.B. Censvus BUurEAU, 2006 AmErican Communrery Survisy (2006), available
at http/fwww.census.gov/acs/www/index.html {reporting that the median age of re-
sidents in Los Angeles City in 2008 was estimated at 33.4 years old, and in the San
Fernando Valley the median was estimated at 36 years cld). Since the bankruptey popu-
lation is composed of adults only, a comparison of the average and median age of the
adult local population would have been ideal. However, that data was not availabie.
Hence, the average and median age of the population in Los Angeles reported here un-
derstates the average and median age of the adult population in Los Angeles. Among
the bankruptey petitioners in our sample, the average age was 41,6 years old, with a
median of 40 years old, and a standard deviation of 13.29 (N=1469). Other researchers
have found that the median age of bankruptey petitioners is higher than the median age
of the general population. See DEBORAH THORME ET AL, AARP Pur. Poucy Ixst. GENER-
ATIONS OF STRUGGLE 1, 3 (2008), http:/fassets.aarp org/rgeenter/consume/2008_11_debt.
pdf (reporting that in 2007, the median age of all petitioners in the United States was
43, compared to a median age of 36.1 for the general population in the United States).

92, See THORNE ET AL, supra note 91, at 4 (“[[in 1991 only 8.2 percent of debtors
were age bb or older. By 2007, the proportion of the bankrupt debtors age 55 or older
had nearly tripled 1o 22.3 percent.”).

93. There were 1205 petitioners in the sample under the age of 55 -and 284 peti-
tioners age 55 or older.
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FIGURE 1. AGE OF ENTREPRENEURS IN BANKRUPTCY
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Indeed, compared to their proportion in the general population of
Los Angeles, senior petitioners were underrepresented in the sample
in most of the older dage categories while younger petitioners were
overrepresented in the sample in most of the younger age categories.?4
As Figure 2 suggests, petitioners in each age category over sixty were
underrepresented in the sample compared to their proportion in the
general population of Los Angeles. In contrast, petitioners in each age
category under fifty were overrepresented in the sample compared to
their proportion in the general population of Los Angeles.

Overall, the underrepresentation of senior petitioners in the
bankruptcy sample was statistically robust. As of 2005, Los Angeles
had an estimated population of 3,731,437, Among those individuals,
the population of individuals who were twenty years old or older was
estimated to be 2,626,939.°6 Among the individuals who were twenty
years old or older, 1,947 817 of those individuals were under
fifty-five years old (74.15%) while an estimated 679,122 were fifty-
five years old or older (25.85%).°¢ As indicated below, senior peti-

94. The definition of the phrase “senior entrepreneur” in this Article shall be con-
strued to mean any individual who is fifty-five years old or older and who is also self-
employed.

96. U.8. CeEnsus Bureau, 2006 AmarIcaN CoMMUNITY SURVEY: Los ANGELES CITy,
CALIFORNIA- AGE AND SEX (2005), http:/factfinder.census.gov.

96. Id. Since the bankruptey population is composed only of adults, we compared
the bankruptcy petitioners to the adults in the general population (20 years old or
older). In 2005, there were 899,276 adults aged 50 or older in Los Angeles, 485,087
adults aged 60 or older and 347,024 adults aged 65 or older. Id. Prior studies also found
older Americans to be underrepresented in bankruptcy. In one study of Chapter 7 peti-
tioners aged 70 or oider, the researchers found that petitioners aged 70 or older consti-
tuted 12.4% of the general population, but only 4.4% of the bankruptey population.
Edward Fiynn et al., Bonkrupicy by the Numbers, ABI J., Mar. 2002, at 1, http:/fwww.
usdaj.goviustleo/public_affairs/articles/docs/abi_042002.pdf.
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tioners comprised only 18% of the bankruptey population in the
sample.??

FIGURE 2. REPRESENTATION OF BANKRUPTCY
PETITIONERS IN DIFFERENT AGE GROUPS COMPARED TO
GENERAL POPULATION
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As shown below, Table 1 contains the actual and the expected rep-
resentation of petitioners in the sample corresponding to their age cat-
egory. We implemented the chi-square test of independence to test
the hypothesis that filing for bankruptcy was independent of age. We
first computed the observed frequencies and expected frequencies of
petitioners filing for bankruptcy in the sample that were under fifty-
five years old and petitioners that were fifty-five years old or older.
We found that the test statistice for our observed and expected fre-
quencies was 47.7, while the critical value for 2 95% confidence level
at the right hand tail of chi-square distribution with one degree of
freedom is 3.841. Thus, because the test statistics were greater than
the eritical value, the nuil hypothesis was rejected. Hence, we con-
cluded that filing for bankruptcy was not independent of age.

To determine whether the senior petitioners (i.e., individuals who
were fifty-five years old or older) in the bankruptey sample were over
or under represented, the following one tail test of proportion was
conducted:

HO: Proportion of senior petitioners filing for bankruptey =

Proportion of senior petitioners in the general population

H1: Proportion of senior petitioners filing for bankruptey <

Proportion of senior petitioners in the general population

Using the table of areas for the standard normal distribution, this
study found that the Z value for a 95% confidence level is 1.64. The
test statistic was 6.89. Thus, because the test statistic was greater
than the critical value of 1.64, the null hypothesis was rejected. That

97. As this article proceeds, the term “senior” will mean any individual in the
United States who is at least fifty-five years old.
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is, senior petitioners were not equally or overrepresented in the bank-
ruptcy sample. Instead, the alternative hypothesis may be adopted.
That is, senior petitioners were underrepresented in the bankruptey
sample at a 95% confidence level.

We also compared the older petitioners in the sample to the
younger petitioners in the sample at three different age cut offs, in-
cluding fifty and older, sixty and older, and sixty-five and older. As
Table 1 and Figure 3 indicate, petitioners in all the age categories
were gignificantly underrepresented in the sample compared to their
younger counterparts.

TABLE 1: AGE OF PETITIONERS IN THE BANKRUPTCY
SAMPLE

Expected Data from

Actual Data from the General Chi-square/Z Value/
Bankruptey Sample Population Significance
Under 50 1,081 966
50 and Older 388 503
39.9/6.3/Significant
Under 55 1,205 1,088
55 and Older 264 ' 380
47.77/ 6.9/8ignificant
Under 60 1,324 1,198
60 and Older 145 271
71.8/8.4/Significant
Under 65 1,378 1,275
65 and Older 91 194

83/7.9/significant

FIGURE 3. OLDER AMERICANS UNDERREPRESENTATION IN
BANKRUPTCY
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However, the senior petitioners and the younger petitioners in the
sample were demographically similar in a number of ways. Somewhat



104 CREIGHTON LAW REVIEW [Vol. 42

more than half of both the senior and the younger petitioners were
women,® Also, both the senior and the younger petitioners in the
sample were primarily born in the United States and had similar re-
ligious affiliation.?® In addition, petitioners from both groups were
equally educated. Sixty-three percent of the petitioners in the senior
and the younger age groups had at least some college education.100
Finally, the vast majority of the senior and the younger petitioners in

98. Among petitioners under 55 years old, 52.6% were female (N=634), Similarly,
54.5% of petitioners aged 55 or older were female (N=144). The difference was not sta-
tistically significant. The gender distribution was similar in 2005 outside of bankruptey.
In 2005, 54.9% of people in the United States aged 55 or higher were female
(N=35,547,000), while 49.8% of people under the age of 55 were female {N=112,862,000).
U.8. Census Bureau, 2005 Current PoruraTioNn SURVEY, ANNUAL SoCIAL AND Rco-
wnomic SuPPLEMENT {2007) [hereinafter 2005 CurrenT Poruration Survey].

99. Among the petitioners who were under 55 years cld, 68% were native born
(N=813), while 70.2% of petitioners aged 55 and older were native born (N=184). The
difference was not statistically significant. The proportion of native born in the United
States in 2005 among people 55 years old or older was much higher at 89.3%. 2005
CurrEnT PoPurarion Survey, supre note 98. The proportion of native born in- the
United States for people under 55 years old was similar at 88.27%. NEw STrATEGIST
Eptrors, OLnER Avericans: A CHANGING MARKET 242 (dth ed. 2004), The religious af
filiation of petitioners under 66 years old was as follows: Christian: 83.1% (N=582);
Muslim: .6% (N=4); Jewish: 5.6% (N=39); Others: 10.7% (N=75). The religious affilia-
tion of pefitioners 56 years old or higher was as follows: Christian: 76.7% (N=138); Mus-
lim: 1.1% (N=2); Jewish: 8.9% (N=16); Others: 13.3% (N=24), The differences wers not
statistically significant..

100. The education background of petitioners in our bankruptey sample that were
younger than 55 years old was as follows; No schooling; .6% {(N=7) 6th Grade or Less;
8% (N=10); Tth Grade to 12th Grade with No Diploma: 9% (N=108); High School Grad-
uate: 24.6% (N=205); Some College: 32.6% (N=393); Associate Degree: 11% (N=133);
Bachelor's Degree: 14.5% (N=175); Advanced Degree: 4.9% (N=59); Not Available: 2.1%
(N=25), The education background of petitioners in our bankruptey sample that were b
years old or older was as follows: No schooling: 1.5% (N=4); 6th Grade or Less: 3%
(N=B); 7th Grade to 12th Grade with No Diploma: 9.8% (N=26); High School Graduate:
20.5% (N=54);, Some College: 26.1% (N=69); Associate Degree: 11,7% (N=31); Bachelor's
Degree: 14.8% (N=39); Advanced Degree: 10.2% (N=27); Not Available: 1.9% (N=5).
These differences were statistically significant at p=.000. In contrast, outside of bank-
ruptey, older individuals are overall less educated than their younger cohort. Fifty eight
percent of people in the United States under 55 years oid report at least some college
education compared to only 41% among people age 55 year old ar older. The education
background of people in the United States that were younger than 55 years old was as
follows in 2002: No High School Diploma: 11.85% (N=14,624,000); High School Gradu-
ate: 30.8% (N=37,728,000); Some College: 18.17% (N=22,260,000); Associate Degree:
9.52% (N=11,685,000); Bachelor'’s Degree: 20.35% (IN=24,930,000); Advanced Degree:
9.3% (N=11,392,000). The education background of peeple in the United States that
were 55 years old or older was as follows in 2002: No High School Diploma: 24.18%
(N=14,425,000); High School Graduate: 34.75% (N=20,728,000); Some College: 14,63%
(N=8,731,000); Associate Degree: 5.68% (N=3,386,000); Bachelor’s Degree: 12.32%
(N=7,352,000); Advanced Degree: 8.42% (N=5,023,000), U.S. Census Bursau, Epuca-
TIONATL ATTAINMENT IN THE UNiTED STATES: Marca 2002 (2002), http/fwww.census.gov/
populationfwww/socdemo/education/ppl-169.html.
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the sample pursued protection under Chapter 7 of the Bankruptey
Code and approximately half of them were represented by counsgel 101

Nonetheless, senior petitioners were different than their younger
counterparts in a number of important ways., Senior petitioners were
primarily white, while the younger petitioners were more ethnically
diverse. Less than half of the petitioners in the sample under the age
of fifty-five were white compared to almost two-thirds of the petition-
ers in the fifiy-five years old and older group.19? In addition, as antici-
pated, the marital status of senior petitioners was different than their
younger counterparts. Senior petitioners were more likely to be di-
vorced or widowed, while the younger petitioners were more likely to
be single.108

However, in comparison to the general population outside of
bankrupiey in the United States, both the senior and the younger peti-
tioners were much less likely to be married and more likely to be sepa-
rated or divorced.1® Specifically, senior petitioners in the sample
were almost three times more likely to be either divorced or separated

compared to seniors outside of bankruptcy.108

Lastly, senior petitioners in the sample identified medical related
problems or debts as the most prevalent cause of their bankruptcy fil-

101. Among petitioners younger than 56 years old, 96.9% commenced protection
under Chapter 7 (N=1168) and 47.1% were represented by an attorney (N=567). Simi-
larly, 96.6% of petitioners 55 years old or older pursued bankruptcy under Chapter 7
(N=255) and 51.9% were represented by counsel (N=137). These differences were not
statistically significant.

102, Among petitioners younger than 55 years old, 47.1% (N=568) were White, 8.6%
(N=104) were Blaclk, 6.6% (N=80) were Asian Pacific, 33.5% were Hispanic (N=404), .4%
were Native Americans (N=5) and 3.2% identified other racial hackground (N=38). In
eontrast, among petitioner 55 years old or older, 61.4% (N=162) were White, 5.3%
{N=14} were Black, 6.1% (N=18) were Asian Pacific, 23.5% were Hispanic (N=62), .8%
were Native Americans (N=2) and 2.7% identified other racial background (N=7). These
differences were statistically significant at p=.003. A similar racial disparity is reported
in the general population in the United States. See U.S. Census Bureau, Census 2000
Summary File: Population by Age, and Hispanic Origin, 2000 Census (2000), available
at hitp/ffactfiinder.census.govhome/safi/main.html?_lang=EN (reporting that 86% of
Americans age 55 or older were white and 74% were of Americans under age 55 were
white).

103. The marital status among petitioner younger than 55 years old was as follows:
Single; 42.2% (N=508); Married: 32.4% (N=390); Divorced or Separated: 22.7% (N=273};
Widowed: .9% (N=11); Not Available: 1.9% (N=23), In contrast, the marital status of
amang petitioner age 56 years old and older was as follows: Single: 17.8% (N=47); Mar-
ried: 32.6% (N=86); Divorced or Separated: 32.6% (N=86); Widowed: 15.5% (N=41) Not
Available: 1.8% (N=27). The differences were statistically significant at p=.000.

104, The marital status in 2002 of Americans in the general population younger
than 55 years old was as follows: Single: 37.28%; Married: 50.53%; Divorced or Sepa-
rated: 11.3%; Widow: .89%. The marital status in 2002 of Americans in the general
population age 55 or older was as follows: Single: 4.63%; Married: 62%; Divorced or
Separated; 12.22%; Widow: 21.15%. NEw SrraTnaisT EniTors, supre note 99, at 220,

105, See supra notes 103-04 and accompanying text.
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ing, followed by excessive credit card debt and loss of employment.106
Specifically, almost a third of the senior petitioners reported medical
related problems or debts as the reason for filing for bankruptcy, while
loss of employment and excessive credit card debts were both cited by
a fifth of senior petitioners.’97” Among the younger petitioners in the
sample, credit card debt, loss of employment, and personal or family
related problems dominated the reasons cited for resorting to
bankruptcy,*08

FIGURE 4. CAUSES OF BANKRUPTCY FILINGS
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Aside from the demographic differences between the senior and
the younger petitioners in the sample, this study found that the senior
petitioners were financially much worse off than their younger coun-
terparts. The senior petifioners’ overall worse financial conditions
were largely due to lower incomes and higher debt levels. Specifically,
the median household incomes of the younger petitioners were almost
50% more than the median household incomes reported by the senior
petitioners.1%® Also, the senior petitioners were three times more

106. Among the bankruptey petitioners aged 55 and over the cited causes for filing
for bankruptey protection were as follows: Failed Business: 12.2% (N=18); Personal/
Family Reasons: 14.2% (N=21); Medical Condition: 31.8% (N=47); Loss of Employment:
19.6% (N=29}; Excessive Credit Card Debts: 20.3% (N=30}; Housing: 2% (N=3).

107. See supra note 106 and accompanying text.

108. Among the bankruptey petitioners under the age of 55 the cited causes for fil-
ing for bankrupicy protection were as follows: Failed Business: 8.6% (N=53); Personal/
Family Reasons: 22% (N=136); Medical Condition: 19.8% (N=122); Loss of Employment:
24.5% (N=151); Excessive Credit Card Debts: 23.8% (N=147); Housing: 1.3% (N=8). The
differences between the older and the younger petitioners were statistieally significant
at p=009.

109. The average monthly househeld income for petitioners under the age of 55 was
$3,850 (N=311), with a median of $2,900 and a standard deviation of 5,883. In contrast,
the average monthly household income for petitioners age 55 or older was $3,188
(N=65), with a median of $2,000 and a standard deviation of 4,500. The median income
of the older petitioners in our sample was substantially lower than the median income
reported in the general population for 50 or older. See AARP, Tur Srate oF 50+
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likely to rely on government assistance than the younger
petitioners. 110

The situation for the senior petitioners was similarly grim in
terms of indebtedness. Outside of bankruptey, only 60% of households
headed by a senior have debt outstanding.111 In contrast, virtually all
of the senior petitioners reported outstanding debt.112 More impor-
tantly, the senior petitioners in the sample reported having more than
250% of the average total debt that seniors have outside of bank-
ruptey.11? The ratio of debt as a percentage of assets provides another
view of the financial fragility of the senior petitioners in the sample.
Outside of bankruptey, the debts of seniors constituted approximately
6.8% of their total agsets.’™ In contrast, the average ratio of debt as a
percentage of assets of the senior petitioners in the sample was 68,
with a median of 5,4,115

Furthermore, compared to seniors outside of bankruptcy, the se-
nior petitioners in the sample reported not only higher debt, but also
higher credit card debt. Outside of bankruptey, a third of families
with a senior as the head of the household reported owing credit card
debt.'1® In contrast, over 90% of the senior petitioners in the sample
reported owing credit card debt.!l? ~Additionally, senior heads of
households outside of bankruptcy reported a median of $2000 in total
credit card debt as compared to a median of $25,000 of the senior peti-
tioners in the sample.!'® Also, the senior petitioners in the sample

America b (2008), hitp:/agsets aarp.org/rgeenter/econ/fifty_plus_2006.pdf (reporting an
annual median family income in the United States for the population of 50 years old
and older of $35,i99 in 2004 dollars),

110. Eight pereent of petitioners in our sample under the age of 55 received govern-
ment assistance (N=97). In contrast, 29.9% of petitioners age 55 or older reported re-
ceiving the same (N=79). The difference was statistically significant at p=.000.

111. See Craig Copeland, Debt of the Elderly and Near Elderly, 1992-2004, 27 Eue.
BewEriT Ris. Inst. Nores, Sept. 2008, at 1, 2, http//www.ebri.org/pdfnotespdf/EBRI_
Notes_09-20061.pdf (“The percentage of American families with a head age 55 or clder
who have some level of debt was 60.6 percent in 2004.”).

112, Among petitioners aged 56 and older, 98.6% reported owing debts (N=210).
Three petitioners reperted no debts.

113. See Copeland, supra note 111, at 4 (reporting that the average total debt level
reached $51,791 in 2004 for families with a head of household age 55 or older, with a
median of $32,000). In our bankruptcy sample, among petitioners age 55 or clder the
total debt reportedly owed was $135,695 (N=213), with a median of $40,000 and a stan-
dard deviation of 646,788,

114, Copeland, supra noie 111, at 10.

115. In our bankruptey sample, among petitioners age 55 or older the average debt
to asset ratio was 68.26 (N=132), with a median of 5.45 and a standard deviation of 258.

116. See Copeland, supra note 111, at 8 (“[Rieporting that 34% of families with a
head age 55 or older reported credit card debt in 2004™).

117. Among petitioners aged 55 and older, 91.16% reported owing credit card debts
(N=196),

118. See Copeland, supra note 111, at 8 (reporting that families with a head age 55
or older reported credit card debt in 2004 with a median of $2,000). In our bankruptcy
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reported a much worse financial net worth compared to seniors in the
general population. Outside of bankruptcy, seniors reported a median
net worth of $145,000 compared to the senior petitioners in the sample
who reported a median net worth of a negative $29,000.119

The senior petitioners were also much worse off financially com-
pared to the younger petitioners in the sample. The senior petitioners
had on average twice as much debt compared to the younger petition-
ers.120 Moreover, on average, the senior petitioners reported $10,000
more in credit card debt than the younger petitioners in the sam-
ple. 121 As a result of lower income and a higher debt load, the senior
petitioners in the sample reported a significantly higher debt-to-in-
come rafio as compared to their younger counterparts in the sam-
ple.®2 Were the average younger petitioner in the sample to use all of
their income towards completely paying off their total debt obliga-
tions, they would need two years to do so, compared to almost four
years for the senior petitioners to accomplish the same goal.123 Agide
from an inferior debt-to-income ratio, the high debt accumulated by
the senior petitioners also confributed to the senior petitioners’ lower
net worth as compared to the nef worth of their younger counterparts
in the sample.™* While both the senior and younger petitioners in the
sample reported a negative net worth, the senior petitioners reported
a negative net worth that was twice as large as the younger petition-
ers on average. 125 This finding of inferior net worth by the senior pe-

sample, among petitioners age 55 or older the average credit card debt was $38,469.7
(N=196), with a standard deviation of 73,5639 and a median of $25,000.

119. See Elizabeth A, Kutza, The Intersection of Economies and Family Status in
Late Life: Implications for the Future, 37 MarRr1AGE & Fam. Rev. 9 (2008). -

120. Among petitioners under the age of 55 in cur sample, the average total debt
reported was $67,768 (N=993), with 2 median of $35,000 and a standard deviation of
149,211, In conirast, among petitioners age 55 or older the total debt reportedly owed
was $136,695 (N=213), with a median of $40,000 and a standard deviation of 646,788.
The difference was siatistically significant ai p=.003.

121. Among petitioners under the age of 55 in our sample, the average total credit
card debt reported was $28,153 (N=896), with a median of $20,000 and a standard
deviation of 31,013. In contrast, among petitioners age 55 or older the total credit card
debt reportedly owed was $38,469 (IN=196), with a median of $25,000 and a standard
deviation of 73,539. The difference was statistically sigaificant at p=.003.

122. Among petitioners under the age of 55 in our sample, the average household
debt to income ratio was 2.0 (N=266}, with a median of 1.17 and a standard deviation of
2.4, In contrast, among petitioners age 55 or older the total debt to income ratio was 3.7
(N=59), with a median of 1.38 and a standard deviation of 7.8. The difference was statis-
tically significant at p=.003.

123. See supra note 122 and accompanying text.

124. Among petitioners under the age of 55 in our sample, the average net worth
was -$60,669 (N=736), with a median of -$29,920 and a standard deviation of 166,7¢1.
In contrast, among petitioners age 55 or older the average net worth was -$119,787
(N=154), with a median of -$29,000 and a standard deviation of 7566,482. The difference
was statistically significant at p=.026.

125, See supro note 124 and accompanying text.
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titioners in the sample starkly contrasts with the superior net worth
of seniors outside of bankruptcy compared to younger households.128

B, SenioR ENTREPRENEURS IN BANKRUPTCY

The self-employed petitioners in the bankruptey sample were
somewhat older than the self-employed outside of bankruptey. On av-
erage, the self-employed petitioners in the sample were forty-six years
old, compared to an estimated age of forty-four for self-employed indi-
viduals in the United States.127

As Figure 5 depicts, most of the self-employed petitioners in the
sample were between the age of thirty-five and forty-four. After peak-
ing in the age group category of forty to forty-four, the number of

bankruptey filings continuously declines in each of the older age
categories.

FIGURE 5. AGE OF ENTREPRENEURS IN BANKRUPTCY
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Indeed, compared to their proportion in the United States self-
employed population, senior entrepreneurs were underrepresented in
the sample in most of the gsenior age categories, while younger entre-
preneurs were overrepresented in the sample in most of the younger
age categories.'?® As Figure 6 suggests below, the self-employed in
each age category over forty-five were underrepresented in bank-

126. See NEw Stratecist Bprrors, supre note 99, at 381 (reporting that the net
worth of Amsricans age 55 or older is higher than the net worth of younger individuals).

127, The mean age of self-employed in our sample was 45.93 (N=204), with median
of 44 and a standard deviation of 13. Outside of bankruptey, self-employed report an
average age of 40. The average age of the self employed in the United States is 44
among men and 43 among women. See Lawrence M, Spizman, Work-Life Expectancy for
the Self-Employed, 1 Tz EARNINGS ANaLYsTs 81 (1998} (indicating that the average age
for self-employed men in the United States is 44.4 years and 43.4 for sclf-employed
women),

128. As this article proeeeds, the phrase “senior entrepreneur” will mean any indi-
vidual in the United States who is at least fifty-five years old who is also self-employed.
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ruptcy as compared to their proportion in the general self-employed
population of the United States. In contrast, the self-employed in each
age category under forty-five were overrepresented in bankruptey
compared to their proportion in the self-employed general population
of the United States.129

FIGURE 6. REPRESENTATION OF THE SELF-EMPLOYED IN
BANKRUPTCY COMPARED TO THE SELF-EMPLOYED
REPRESENTATION OUTSIDE OF BANKRUPTCY
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Also, when comparing the senior entrepreneurs to their younger
counterparts, this study found the senior entrepreneurs to be under-
represented. Based upon a 2002 Census Bureau survey, senior entre-
preneurs make up 30.91% of all the owners of small businesses in the
United States.130 As described below, the senior entrepreneurs com-
prised only 24% of the self~employed population in the bankruptey
sample.

The following table, Table 2, shows the data on senior entrepre-
neurg in the sample:

129, US. Crnsus Burkau, 2002 Economic CeENsug: CHARACTERISTICS Or BusiNess
OwnEers 26 tbl. 5 (2006), hitp/fwww.census.gov/prod/ec02/sb0200cscho.pdf.

130, See id. (reporting that in 2002, there were 13,598,942 small businesses (with
emplovees and without emplayees) in the United States owned by individuals 55 years
or older out of a total number of firms of 20,528,725).
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TABLE 2: OLDER AND YOUNGER ENTREPRENEURS IN THE
BANKRUPTCY SAMPLE

Expected Data from

Actual Data from the General Chi-square/Z Value/
Bankruptey Sample Population Significance
Under 55 154 141
55 and Older 50 63

3.88/1.95 Significant

Total 204 204

When testing the hypothesis that filing for bankruptey for the
self-employed was independent of age, we implemented the chi-square
test of independence. We first computed the observed frequencies and
expected frequencies of entrepreneurs that were under fifty-five years
old and senior entrepreneurs, those individuals that were fifty-five
years old or older and self~employed, filing for bankruptcy in our sam-
ple. We found that the test statistics for the chserved and expected
frequencies was 3.88, while the critical value for a 95% confidence
level at the right hand tail of chi-square distribution with one degree
of freedom is 3.841. However, because the test statistics were greater
than the critical value, the null hypothesis was rejected. Hence, we
concluded that bankruptey filing by the self-employed in our sample
was not independent of age.

To check whether the senior entrepreneurs in our sample were
over-or-underrepresented, we utilized the following one tail test of
proportion:

HO: Proportion of senior entreprenecurs filing for bankruptey

= Proportion of senior entrepreneurs in the general

population

H1: Proportion of senior entrepreneurs filing for bankruptey

< Proportion of senior entrepreneurs in the general

population

Using the table of areas for the standard normal distribution, we
found that the Z value for a 95% confidence level is 1.64 and that the
test statistic was 1.94. Thus, the null hypothesis was rejected because
the test siatistic was greater than the critical value of 1.64. That is,
senior entrepreneurs were not equally or overrepresented in the bank-
ruptcy sample. Instead, the alternative hypothesis may be adopted.
Thus, senior entrepreneurs were underrepresented in the bankruptcey
sample at a 95% confidence level 131

131, We conducted a similar test for entreprensurs who were 50 years old or older
and for entrepreneurs who were 65 years old or older. While older entrepreneurs in
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The senior entrepreneurs and their younger counterparts dis-
played a number of similarities in the sample. Both the senior and the
younger entreprensurs were egually and predominantly pursuing pro-
tection under chapter 7 of the Bankruptcy Code, while just under half
of both groups were represented by an attorney.1?? Additionally, the
senior and the younger entrepreneurs shared similar religious back-
grounds with over 60% of them being affiliated with the Christian
faith.133 Finally, the senior entrepreneurs and their younger counter-
parts reported comparable educational attainment with over half of
them having at least some college education.’#4

Nonetheless, the senior entrepreneurs in the sample were demo-
graphically different in a number of ways compared to their younger
counterparts, As anticipated, the senior entrepreneurs relied more
heavily on government assistance than their younger counterparts, 135
Also, as Figure 7 indicates, while the senior and younger entrepre-
neurs reported similar marriage rates, a greater percentage of senior
entrepreneurs were divorced, separated, or widowed. For example,
only 15% of the younger entrepreneurs were divorced or separated
compared to almost 31% among the senior entrepreneurs, 138

these groups were underrepresented in our bankruptey sample compared to their
younger counterparts, the differences were not statistically significant.

132. Among self-employed petitioners under the age of b5 in our sample, 99.4% pur-
stued Chapter 7 protection (N=153). Similarly, among self-employed petitioners age 55
or older, 98% filed under Chapter 7 of the Bankruptey Code (N=48). Among self-em-
ployed petitioners under the age of 55 in our sample, 48.1% were represented by an
attorney (N=74). Similarly, among self-employed petitioners age §5 or older, 49% were
represented by an attorney. The differences were not statistically significant.

133. Among self-employed petitioners under the age of 55 in our sample, 60.7% were
Christians {N=51), 2.4% were Muslims (N=2), 14.3% were Jows (N=12), and 22.6% were
affiliated with other religious denominations or with no religion (N=19). Among self-
employed petitioners 55 or older in cur sample, 61.8% were Christians (N=21), 2.9%
were Muslims (N=1), 20.6% were Jews (N=7), and 14.7% were affiliated with other re-
ligious denominations or with no religion (N=5). The differences were not statistically
significant.

134, The educational background of self-employed petitioners under the age of 55
was as follows: No school: 0% (N=0); 7th to 12th grade with no High School diploma:
5.2% (N=8); High School graduate: 20.1% (N=31); Some college work: 26.6% (N=41)
Associaté Degree: 11.7% (N=18); Bachelor's degree: 23.4% (N=36); Advanced degree:
11% (N=17); Not available: 1.9% (N=3). The educational background of self-employed
petitioners age BB or over was as follows: No school: 2% {IN=1); 7th to 12th grade with no
High School diploma: 2% {N=1); High School graduate: 8.2% (N=4); some college worl:
28.6% (N=14); Associate Degree: 8.2% (N=4); Bachelor’s degree: 18.4% (IN=0); Advanced
degree: 24.5% {N=12); Not available: 6.1% (N=3), The differences were statisticaily sig-
nificant at p=.021.

135. Among self-employed petitioners under the age of 56 in our sample, 6.5% were
receiving government assistance (N=10) In contrast, among self-employed petitioners
age 55 or older, 30.6% were receiving government support (N=15). The differences were
statistically significant at p=.000.

136. The marital siatus of self-employed petitioners under the age of 55 was as fol-
lows: Single: 37.3% (W=58); Married: 39.6% (N=61); Divorced or Separated: 14.9%



2008] SENIORE ENTREPRENEURS IN BANKRUFPTCY 113

FIGURE 7. MARITAL STATUS OF SELF-EMPLOYED
PETITIONERS
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Another demographic difference between the senior entrepre-
neurs and their younger counterparts was each group’s racial compo-
sition. That is, the senior entrepreneurs in the sample fended to be
less ethnically diverse as compared to their younger counterparts.
While almost 85% of the senior entrepreneurs were identified as
white, only 64% of the younger entrepreneurs were so identified.137

FIGURE 8. RACIAL BACKGROUND OF SELF-EMPLOYED
PETITIONERS
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(N=23}; Widowed: 1.9% (N=3); Not available: 5,8% (N=9), In contrast, the maritsl status
of seif-employed petitioners age 55 or over was as follows: Single: 18.4% (N=9); Married:
46.8% (N=20); Divorced or Separated: 30.6% (N=15); Widowed: 8.2% (N=4); Not availa-
ble: 2% (N=1). The differences were statistically significant at p=.006.

137. The racial composition of self-employed petitioners under the age of 55 was as
follows: Whiie: 64.3% (N=99); Black: 3.9% (IN=6); Asian Pacific: 6.5% (N=10); Hispanic:
19.5% (N=30);, Native American: .6% (N=1); Others: 5.2% (N=8). In contrast, the racial
composition of self-employed petitioners age 55 and over was as follows: White; 83.7%
(N=41); Black: 0% (IN=0); Asian Pacific: 2% (N=1); Hispanic: 12.2% (N=6); Native Ameri-
can: 0% (N=0}; Others: 2% (N=1). The differences were not statistically significant.
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Also, while males conatituted the majority of entrepreneurs, both
in the senior and in the younger groups, in the sample, the sample
reflected a greater gender disparity among the senior entrepre-
neurs.'3® Finally, compared to their younger counterparts, more of
the senior entrepreneurs in the sample were born in the United
States, 132

As anticipated, the senior entrepreneurs in the sample reported
having a significantly greater number of prior business ventures
under their belts, and significantly longer experience as business own-
ers, as compared to the self~employed entrepreneurs under the age of
fifty-five.140 Nonetheless, while the senior entrepreneurs reported
having engaged in their most recent business enterprise for longer pe-
ricds of time than the younger entrepreneurs,'*! the younger entre-
preneurs reported larger businesses with a higher number of
employees. 142

Both the senior and the younger entrepreneurs in the sample re-
lied on credit card debt to finance at least a third of their business
financing needs at the time of formation.143 Additionally, both groups

138. Among self~employed petitioners under the age of 55 in our sample, 64.3% were
males (N=099). In contrast, among self-employed petiticners age 55 or elder, 71.4% wers
males (N=35). The differences were not statistically significant.

139. Among self-employed petitioners under the age of 55 in our sample, 72.5% were
native born (N=111}. In conirast, among self-employed petitioners age 55 or older,
83.7% were males (N=41), The differences were not statistically significant.

140. The average total number of prior business enterprises reported among self-
employed petitioners under the age of 55 in our sample was .74, with a median of 0 and
a standard deviation of 1.17 (N=137). In contrast, the average total number of prior
business enterprises reported among self-employed petitioners age 55 or over in our
sample was 1.41, with a median of 0 and a standard deviation of 2.3 (N=3T7}. The differ-
ences were statistically significant at p=.018. Also, the average total number of years of
business ownership experience reported among self-employed petitioners under the age
of 55 in our sample was 7.84, with a median of 5.5 and a standard deviation of 6.64
{IN=132). In contrast, the average total number of years of business ownership experi-
ence reported among self-employed petitioners age 55 or over in our sample was 19.45,
with a median of 20 and a standard deviation of 11.7 (N=40). The differences were sta-
tistically significant at p=.000.

141. The average totai nwmber of years of business ownership experience in the
most recent business enterprise reported among self-employed petitioners under the
age of 65 in our sample was 6.3, with a median of 4 and a standard deviation of 5.7
(N=109}. In contrast, the average total number of years of business ownership experi-
ence in the most recent business enterprise reported among self-employed petitioners
age 55 or over in our sample was 12.93, with a median of 10 and a standard deviation of
11.23 (N=30). The differences were statistically significant at p=.000.

142. The average total number of employees in their last business enterprise re-
ported among self-employed petitioners under the age of 56 in our sample was 6.97,
with a median of 1 and a standard deviation of 21.2 (N=131). In contrast, the average
number of employees in their last business enterprise reported amoeng self-employed
petitioners age 55 or over in our sample was only 2.9, with a median of 1 and a standard
deviation of 5.103 (N=40). The differences were not statistically significant.

143, Credit card financing constituted on average 37.9% of the total debt financing
upon business formation among seli-employed petitioners over the age of 55 in our sam-
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of entrepreneurs concentrated their businesses in the service sec-
tor, 144 Furthermore, the majority of both the senior and the younger
entrepreneurs in our sample were operating under a sole
proprietorship. 45

When asked to identify the cause of their business failure, if any,
both the senior and the younger entrepreneurs in the sample identi-
fied competition as the main source of their business’ demise. How-
ever, among the senior entrepreneurs, the second most prevalent
contributor for business failure was tax related problems. In contrast,
the second most prevalent contributor for the business failure among
the younger entrepreneurs was internal problems, such as misman-
agement or employee embezzlement, ete.146

ple. Similarly, credit ecard financing constituted on average 34.9% of the total debl {i-
naneing upon business formation among self-employed petitioners under the age of 55
in our sample. The differences were not statistically significant.

144. The industry profile of self-employed petitioners under the age of 556 was as
follows: Retail: 27.4% (N=32); Manufacturing: 2.6% (N=3); Wholesale: .9% {N=1); Ser-
vice: 69.2% (N=81). Similarly, the industry profile of self-employed petitioners age 55
and over was as follows: Retail: 16.7% (N=6); Manufacturing: 2.8% (N=1);, Wholesale:
2.8% (N=1); Service: 77.8% (N=28). The differences were not statistically significant.

145, The type of business entity owned among the self-employed petitioners under
the age of 55 was as follows: Sole Proprietorship: 53.2% (N=82); Corporation: 14.9%
(N=23); Partnership: 11% (N=17); LLC: 2.6% {N=4}; Other: 6 5% (N=10); Not available:
11.7% (N=18). Similarly, the type of business entity owned among the self-employed
petitioners age 55 and over was as follows: Sole Proprietorship: 59.2% (N=29); Corpora-
tion: 16.3% (N=8); Partnership: 6.1% (N=38); LLC: 4.1% (N=2); Other: 4.1% (IN=2); Not
available: 10.2% (N=5), The differences were not statistically significant,

146. The following business problems were identified among self-empioyed petition-
ers under the age of 55 in our sample, who have identified businegs failure as the reason
for their bankruptey filings: Excessive Regulations: 1.9% (N=2); Internal Business
Problems: 18.9% (N=20); Tax Problems: 6.6% (N=7); Competition: 45.3% {N=48); Lack of
PFinancing: 6.6% (N=7); Excessive Debt: 4.7% (N=5); Personal Problems: 12.3% (N=13);
Lawsuits: 3.8% (N=4). In contrast, the following business problems were identified
among self-employed petitioners age 55 or over in our sample, who have identified busi-
ness failure as the reason for their bankruptcy filings: Excessive Regulations: 0% (N=0);
Tnternal Business Problems: 2.7% (N=1); Tax Problems: 21.6% (N=8); Competition:
51.4% (N=19}; Lack of Financing: 2.7% (N=1}; Excessive Debt: 5.6% {N=8); Personal
Problems: 11.2% (N=16}; Lawsuits: 5.4% {N=2), The differences were statistically signif-
icant at p=.05.
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FIGURE 9. MAIN CAUSES FOR BUSINESS FAILURE AMONG
THE SELF-EMPLOYED PETITIONERS
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Despite some of the similarities in terms of personal and business
demographics of the senior entrepreneurs and their younger counter-
paris in the sample, the financial position of the two groups of peti-
tioners were dramatically different. On the one hand, the senior
entrepreneurs exhibited some positive financial grounding as exhib-
ited in a higher overall asset value compared to their younger counter-
parts.!4” In addition, the senior entrepreneurs reportedly had fewer
dependents to support.t48

Nonetheless, the senior entrepreneurs in the sample were in a
dire financial state compared to their younger counterparts. The se-
nior entrepreneurs’ peril was a product of lower income and substan-
tially higher debt. Household incomes of the senior entreprencurs in
the sample were almost three times lower than that of their younger
counterparts.}4® Furthermore, the senior entrepreneurs in the sam-

147, The average value of total assels reported among the self-employed petitioners
under the age of 55 in our sample was $48,630, with a median of $5,272 and a standard
deviation of 206,952 (N=112). In contrast, the average value of total assets reported
among the self-employed petitioners age 55 or over in our sample was $68,210, with a
median of $5,200 and a standard deviation of 167,716 (N=35). The differences were not
statistically significant.

148, The average number of dependents reported among the self-employed petition-
ers in our sample under the age of 55 was 1.42, with a median of 1 and a standard
deviation of 1.489 (N=144}. In contrast, the average nwmber of dependents reported
among the self-employed petitioners in our sample age 55 or over was .87, with a me-
dian of T and a standard deviation of .894 (N=45). The difference was statistically sig-
nificant at p=.020,

149, The average monthly household income reported among the self-employed peti-
tioners under the age of 56 in our sample was $6,291, with a median of $3,600 and a
standard deviation of 12,822 (N=50). In contrast, the average monthly household in-
come reported among the self-employed petitioners in our sample age 55 or over was
$2,240, with a median of $1,600 and a standard deviation of 1,582 (N=15). The differ-
ences were not statistically significant.
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ple reported more than twice as much debt as their younger counter-
parts reported.1?0 Additionally, the senior entreprensurs in the
sample reported more than three fimes as much debt as senior entre-
preneurs outside of bankruptey reported. ' The senior entreprensurs
in the sample also reported a greater level of high cost debt in the form
of credit card obligations.’52 Tndeed, credit card debts constituted
more than 60% of the total debts reported by the senior entrepreneurs
in the sample, but more than 50% of the total debts reported by their
younger counterparts.?53

FIGURE 10. MEAN AND MEDIAN DEBT-TO-INCOME RATIO OF
THE SELF-EMPLOYED IN BANKRUPTCY

T

8%

5.

4 Blnder 55,
3 055+

a4

i

0,

Median Mean

As a result of their lower income and higher debt, the senior en-
trepreneurs had a significantly higher debt-to-income ratio.i%¢ As a

160. The average total debt reported among the self-employed petitioners under the
age of 55 in our sample was $173,527, with a median of $70,000 and a standard devia-
tion of 351,650 (N=127). In conirast, the total average debt reported armong the self-
employed petitioners in our sample age 55 or over was $421,081, with a median of
$92 600 and a standard deviation of 1,425,039 (N=40). The differences were not statis-
tically significant.

1681, See Copeland, supra note 111, at 1, 4 (reporting that in 2004, self-employed age
55 or older in the United States had on average $122,972 outstanding debt, with a me-
dian of $71,000).

152, The average total credit card debt reported among the self-employed petition-
ers under the age of 55 in our sample was $49,328, with a median of $35,000 and a
standard deviation of 49,012 (N=114}. In contrast, the average total eredit card debt
reported among the self-employed petitioners in our sample age 55 or over was $63,828,
with a median of $40,000 and a standard deviation of 68,964 (N=36). The differences
were not statistically significant.

163. The average credit card debt to total debi ratio reported among the self-em-
ployed petitioners under the age of 55 in cur sample was .56, with a median of .57 and a
standard deviation of .34 (N=111). In contrast, the average credit card debt to total debt
ratio reported among the self-employed petitioners in our sample age 55 or over was .61,
with a median of .70 and a standard deviation of .38 (N=34). The differences were not
statistically significant.

164, The average debt to household income ratio reported among the self-employed
petitioners under the age of 65 in our sample was 3.62, with a median of 2 and a stan-
dard deviation of 3.8 (N=44). In contrast, the average debi to household inecome ratio
reported among the seif-employed petitioners in our sample age 65 or over was 8.4, with
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consequence of their higher debt level, the senior entrepreneurs in the
sample also reported a significantly higher debt-to-asset ratio. The
senjor entrepreneurs in the sample reported an average debt-to-asset
ratio that was double that of the younger entrepreneurs in the sam-
ple.188  Furthermore, while senior entrepreneurs outside of bank-
ruptey reported a median debt-to-asset ratio of 12.9% in 2004, the
senior enfrepreneurs reported a median debt-to-asset ratio in excess
of 500% inn 2004.75¢ Finally, as a further reflection of their financial
distress, the senior entrepreneurs in sample had a lower net worth
than the younger entrepreneurs.157

IV. CONCLUSION

This study found that seniors were significantly under-repre-
sented in bankruptey relative to their representation in the population
of the United States outside of bankruptecy. Wé found that while se-
niors, individuals who are fifty-five years old or older, were a quarter
of the general population of the City of Los Angeles, California (“Los
Angeleg”), they constituted only 18% of the bankruptey petitioners
who filed in the Central District of California-San Fernando Valley
Division. Indeed, petitioners in our bankruptey sample in each age
category over sixty were significantly under-represented in bank-
ruptcy compared to their proportion in the general population of Los
Angeles. In contrast, the petitioners in our bankruptey sample in each
age category under fifty were over-represented compared to their pro-
portion in the general population of Los Angeles.158

The findings were similar among older self~employved petitioners
in our sample. Senior entrepreneurs, self-employed petitioners who
are fifty-five years old or older, were under-represented in our bank-
ruptcy sample. Qutside of bankruptey, senior entrepreneurs consti-

a median of 5 and a standard deviation of 5.6 (N=13). The differences were statistically
significant at p=.044.

155. The average debt to asset ratio reported among the self-employed petitioners
under the age of 65 in our sample was 24.1, with a median of 7.9 and a standard devia-
tion of 42 (N=84). In contrast, the average debt fo asset ratio reported among the self-
employed petitioners in our sample age 55 or over was 63.5, with a median of 5.6 and a
standard deviation of 145.3 (N=29). The differences were statistically significant at
p:.027.

156. See Copeland, supra note 111, at 1, 10 (reporting that in 2004, self-employed
age 55 or older in the United States had on a median debt-to-asset ratio of 12,9%?).

157. The average net worth reported among the self-employed petitioners under the
age of 55 in our sample was -$159,112.3, with a median of -$59,655 and a standard
deviation of 363,554 (N=104). In contrast, the average net worth reported among the
self-employed pet1t10ners in our sample age 56 or over was -$403,871, with a median of -
$56,000 and a standard deviation of 1,584,107 (N=32). The dlffelences were not statis-
tically significant.

158. See supra Table 1 and Figure 2 & 3.
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tute 31% of all the self-employed individuals in the United States. In
contrast, senior entrepreneurs in the sample comprised merely a
quarter of the gelf-employed petitioners.159

This study has found that seniors filing for bankruptcy, who are
filing at an increasing rate,180 report a dire financial condition com-
pared to seniors outside of bankruptcy. Seniors in our sample re-
ported 250% more average total debt than older individuals outside of
bankruptcy reported.1®! Also, the ratio of debt as a percentage of as-
sets was ten times higher among seniors in bankruptcy compared to
seniors outside of bankruptey.162 Furthermore, seniors in bankruptey
reported having a median outstanding credit card debt that was ten
times higher than the median credit card debt reported by seniors
outside of bankruptcy.183

This study detected similar disparity among senior entrepre-
neurs, self-employed individuals age fifty-five or older, in bankruptcy
compared to genior entrepreneurs outside of bankruptey. For exam-
ple, compared to senior entrepreneurs outside of bankruptey, the se-
nior entrepreneurs in our sample reported 300% more debt.164

Seniors in the sample were not only worse off financially than the
seniors outside of bankruptey, but they were also in worse financial
shape than their younger counterparts in bankruptcy. When com-
pared to their younger counterparts, seniors in the sample reported
significantly lower household income, and were more heavily depen-
dent on government assistance.'%® Most dramatically, older petition-
ers in the sample had on average twice as much debf as the younger
petitioners.'®® Also, senior petitioners in the sample reported signifi-
cantly more credit card debt than the petitioners under age fifty-five
in our sample reported.'®” As a result of lower income and higher
debt load, older petitioners in the sample reported significantly higher
deht-to-income ratios and twice as large negative net worths as the
younger petitioners reported.’68

Similarly, the senior entrepreneurs in the sample were in much
worse financial shape compared to the self-employed individuals
under the age of fifty-five years. Household incomes of the older self-

159. See supra Table 2.

160. See DEporan THORNE ET aL., AARP Pusn. PoLicy INsT. GENERATIONS OF STRUC-
aLe 7 (2008), hitp:/assets.aarp.org/rgeenter/consume/2008_11_debt.pdf.

161. See supra note 113 and accompanying text.

162. See supre note 112 and accompanying text.

1683. See supra note 111 and accompanying text.

164, See supra noie 148 and accompanying text.

166. See supra notes 109-10 and accompanying text.

166. See supra note 120 and accompanying text.

167. See supra note 117 and accompanying text.

168. See supra notes 118-21 and accompanying text.
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employed individuals in our sample were almost three times lower
than that of their younger counterparts.169 Also, these older self-em-
ployed individuals reported more than twice as much debt as their
younger counterparts reported.’”® Complicating matters for the se-
nior entrepreneurs in our sample, senior entrepreneurs reported that
high cost credit, in the form of credit card debt, constituted more than
60% of their total debts.'”? As a result of the lower income and higher
debt, senior entrepreneurs reported significantly higher debt-to-in-
come ratios, significantly higher debt-to-asset ratios, and lower net
worths as their younger counterparts reported.?72

The growing number of seniors filing for bankruptey over the past
twenty-five years and the dire financial state of the seniors in the
sample is a product of changing financial insecurity of older individu-
als in society. In the mid-to-latter part of the twentieth century, indi-
viduals who reached the age of retirement were able to exit the
workforce with sizeable financial strength. The financial security en-
joyed by the retired individuals was largely a product of continued eco-
nomic prosperity, augmentation in Old Age Survivors Insurance
benefits, and the growth of private pensions in the United States.173

However, recent trends in the economy have resulted in a retreat
of the financial security of older individuals. Particularly, surveys
suggest that baby boomers are not doing as well financially as their
parents did while in the labor force, and they are not doing as well as
their parents did upon retirement.'™ The baby boomers are saving
significantly less than their parents were and are borrowing signifi-
cantly more than their parents were.l’5 For example, between 1989
and 1998, aggregate debt burdens increased from 5.2% to 8.7% among
families headed by a person aged sixty-five to seventy-four.176 Simi-
larly, almost a quarter (22%) of all individuals who are sixty-five years
old or older have incomes at or below 185% of the federal poverty
level. 277 Also, in 1996, the average household income for those indi-

169. See supra note 146 and accompanying text.

170, See supra note 147 and accompanying text.

171, See supra note 150 and accompanying text.

172, See supra notes 161-52, 154 and accompanying text.

173. Elizabeth A. Kutza, The Infersection of Economics and Family Status in Late
Life: Implications for the Future, 37 MARRIAGE & Fam. Rev. 13 (2005),

174. Id. at 18.

176. Id. at 17.

176. John Gist & Carlos Figueiredo, Deeper In Debt: Trends Among Midlife and
Older Americans, AARP, Apr. 2002, http:/fwww aarp.orgfresearch/credit-debt/debt/
aregearch-import-339-DD70.html.

177, JoAnn Lamphere et al, Low-Income Older Americans and Their Health Cover-
age Needs Fact SBheet, AARP, Aug. 1998, http:/fwww.aarp.orgfresearch/assistance/low
income/aresearch-import-675-FS68.hirml.
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viduals under the age of sixty-five was 60% greater than for those in-
dividuals over the age of sixty-five 178

Furthermore, fewer older individuals are currently retiring with
private pensions compared to their parents.!”® Finally, increased
marital disselution among the baby boomers has resulted in greater
financial vulnerability.!8¢ Indeed, as a manifestation of the link be-
tween martial dissolution and financial vulnerability, older petition-
ers in the sample were almost three times more likely to be either
divorced or separated compared to older individuals outside of
bankruptcy. 18t

As the number of older individuals facing financial trouble has
increased in the recent past, more of the individuals have apparently
pursued bankruptcy protection to address their financial plight.
Given the increased finaneial insecurity of older individuals in society,
one may expect the trend of ever growing number of elders in bank-
ruptcy Lo increase and their representation in bankruptey to shift
where they would become over-represented in the bankruptey popula-
tion in the near future.

178. John Gist & Ke Bin Wu, Income Growth and Inequality Among Aged and
Nonaged Cohorts, 1975-96, AARP, Jan., 2000, hitp:/assets.aarp.orgirgeenter/econ/2000
_01_income.pdf.

179, Id.

180. Id.

181. See supra note 108 and accompanying text,



