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INTRODUCTION

The extension of credit from creditors to debtorsin commercial and personal transactionsis important
to the viability of the American and world economies. On occasion, however, borrowers become
overextended or unforeseen events occur and borrowers are unable to meet their debt obligations.

Y ears ago in Europe, persons who could not meet their debts were sentenced to debtors' prisons or
were indentured to their creditor until the debt was “worked off.” To avoid these harsh results, many
countries adopted bankruptcy laws that were intended to achieve a better balance between debtors’ rights
and creditors' rights.

The founders of our country thought the plight of debtors was so important that they included a
provision in the U.S. Constitution giving Congress the authority to establish uniform bankruptcy laws.
The goal of federal bankruptcy law isto give debtors a“fresh start” by relieving them from legal
responsibility for past debts. Federal law is the exclusive law that governs bankruptcy throughout this
country.

This study was initiated to collect and categorize bankruptcies filed in Pennsylvania from 1980 to
1999 by chapter and by county. Separation of the data collected compares rura and urban areas of
Pennsylvania with particular attention paid to rural communities. Additional data on population, per
capita personal income and unemployment rates are integrated with the bankruptcy results to observe the
effect of these factors and determine what trends exist by county and by rural-urban perspectives. The
results of this study will provide a baseline for future research and public policy on the needs of rural
Pennsylvania.

U.S. and Pennsylvania bankruptcy raw filing data, population data, per capita persona income data
and unemployment rates for each of the 67 counties in Pennsylvania were collected and entered into
matrices.

Bankruptcy data are available from 1980 through 1999. Population figures for non-census years are
estimates obtained from the U.S. Census Bureau. These estimates are available for each county through
mid-year 1999. Estimated per capita personal income figures for individual counties can be obtained
through 1998. Unemployment rates for individual counties were obtained through the end of 1999. These
two sets of figures come from the U.S. Bureau of Economic Analysis.

OVERVIEW OF FEDERAL BANKRUPTCY LAW

Article |, section 8, clause 4 of the U.S. Constitution provides that “ The Congress shall have the power
... to establish ... uniform laws on the subject of bankruptcies throughout the U.S.” Federal bankruptcy
law establishes procedures for filing for bankruptcy, resolving creditors' claims, and protecting debtors
rights. Bankruptcy law is exclusively federal law; there are no state bankruptcy laws.

Congress enacted the original Bankruptcy Act in 1878. It was amended in 1938 by the Chandler Act,
and that law was completely revised by the Bankruptcy Reform Act of 1978. The 1978 act, which became
effective on October 1, 1979, substantially changed and eased the requirements for filing bankruptcy.

Severa years later, Congress enacted the Bankruptcy Amendments and Federal Judgeship Act of
1984, which made the bankruptcy courts part of the federal district court system and attached a
bankruptcy court to each district court. The President appoints bankruptcy judges for 14-year terms. Other
provisions of the 1984 amendments remedied abuses and misuses of bankruptcy and clarified procedures
for filing bankruptcy. The Bankruptcy Reform Act of 1978, as amended, is referred to as the Bankruptcy
Code. (Note: In the summer of 2001, Congress was looking to take final action on a bankruptcy bill that
would affect Chapter 7 filings making it harder for individuals to wipe away their debts. This study was
completed before this legislation was crafted.)

TYPES OF BANKRUPTCY

The Bankruptcy Code is divided into chapters. The most common forms of bankruptcy are: Chapter 7
(Liquidation); Chapter 11 (Reorganization); and Chapter 13 (consumer debt adjustment). In addition to
Chapters 7, 11, and 13, this report includes data on Chapter 12 (family farms).

The primary purpose of federal bankruptcy law is to discharge the debtor from burdensome debts. The
law gives debtors a fresh start by freeing them from legal responsibility for past debts by: (1) protecting
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debtors from abusive activities by creditorsin collecting debts; (2) preventing certain creditors from
obtaining an unfair advantage over other creditors; (3) protecting creditors from actions of the debtor that
would diminish the value of the bankruptcy estate; (4) providing for the speedy, efficient, and equitable
distribution of the debtor’ s nonexempt property to claim holders; and (5) preserving existing business
relationships.

Chapter 7

Chapter 7, entitled Liquidation, and also called straight bankruptcy, is the most familiar form of
bankruptcy. In thistype of proceeding, the debtor’ s nonexempt property is sold for cash, the cashis
distributed to the creditors, and any unpaid debts are discharged. Any person, including individuals,
partnerships, and corporations, may be debtors in a Chapter 7 proceeding. Certain businesses, including
banks, savings and loan associations, credit unions, insurance companies, and railroads, are prohibited
from filing bankruptcy under Chapter 7. Under Chapter 7, only individuals may be granted a discharge.
Discharge is not available to partnerships and corporations. These entities must liquidate under state law
before or upon completion of the Chapter 7 proceeding. A debtor can be granted a discharge in a Chapter
7 proceeding only once within asix year period.

Because the Bankruptcy Code is not designed to make the debtor a pauper, certain property is exempt
from the bankruptcy estate. The debtor may retain exempt property.

The Bankruptcy Code permits states to enact their own exemptions. States that do so may (1) give
debtors the option of choosing between federal and state exemptions, or (2) require debtorsto follow state
law. Pennsylvania allows the debtor to choose between federal and state exemptions.

Chapter 11

Chapter 11, entitled Reorganization, provides a method for reorganizing the debtor’ s financial affairs
under the supervision of the Bankruptcy Court. Its goal is to reorganize the debtor with a new capital
structure so that it will emerge from bankruptcy as aviable concern. This option is often in the best
interests of the debtor and its creditors. Chapter 11 is available to individuals, partnerships, corporations,
non-incorporated associations, and railroads. It is not available to banks, savings and |oan associations,
credit unions, insurance companies, stockbrokers, or commodity brokers. The majority of Chapter 11
proceedings are filed by corporations.

Chapter 13

Chapter 13, entitled Adjustment of Debts of an Individual with Regular Income, is arehabilitation
form of bankruptcy for individuals. Chapter 13 permits the courts to supervise the debtor’s plan for the
payment of unpaid debts by installments. The debtor has several advantages under Chapter 13. They
include avoidance of the stigma of Chapter 7 liquidation, retention of more property than is exempt under
Chapter 7, and | ess expense and complication than a Chapter 7 proceeding. The creditors have
advantages, too. They may recover agreater percentage of the debts owed them than they would under a
Chapter 7 proceeding. Only individuals, including sole proprietorships, with regular income who owe
individually or with their spouse non-contingent, liquidated, unsecured debts of less than $250,000 and
secured debts of less than $750,000 may file such a petition. The key to whether one can file Chapter 13
isthe debtor’ s regular income, which may be from any source, including wages, salary, commissions,
income from investments, Social Security, pension income, or public assistance.

Chapter 12

In the 1980's, farms across the country experienced financial difficulty asfarm products and real estate
valuesfell. Many farmers who found it difficult to meet their financial obligations and faced bankruptcy
lobbied Congress for help. In 1986, Congress responded and added Chapter 12, entitled Adjustments of
Debts of a Family Farmer with Regular Annual Income, to the Bankruptcy Code. Chapter 12 gives
“family farmers,” defined as farmers whose total debt does not exceed $1.5 million and is at least 80
percent farm-related, a special form of bankruptcy protection. Chapter 12 is a reorganization provision
that allows family farmers to reorganize financially. It allows family farmersto file for a special type of
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reorganization bankruptcy that gives them added protections not available under Chapter 11 of the

Bankruptcy Code. Chapter 12 is alwaysfiled asa*“business’ bankruptcy.

COMPARISON OF PENNSYLVANIA BANKRUPTCIESWITH NATIONAL TRENDS
There is a steady increase in bankruptcy filings over the 20 years that were studied in this report. Table
1 and Charts 1athrough 1c illustrate both the national and Pennsylvaniatrends.

Table1-U.S. and Pennsylvania Bankruptcy Filings, 1980-1999

U.S. Bankruptcy Filings 1980-1999

PA Bankruptcy Filings 1980-1999

Y ear Tota Business |Non-Business |%Non-Bus Total Business |Non-Business |% Non-Bus

1980 331,264 43,694 287,570 86.8% 7,683 1,277 6,406 83.4%
1981 363,943| 48,125 315,818 86.8% 11,974 1,489 10,485 87.6%
1982 380,251 69,300 310,951 81.8% 13,222 2,116 11,106 84.0%
1983 348,880, 62,436 286,444 82.1% 10,017 1,618 8,399 83.9%
1984 348,521 64,004 284,517 81.6% 8,530 1,170 7,360 86.3%
1985 412,510 71,277 341,233 82.7% 10,863 1,352 9,511 87.6%
1986 530,438| 81,235 449,203 84.7% 12,148 1,333 10,815 89.0%
1987 577,999| 82,446 495,553 85.7% 13,338 1,306 12,032 90.2%
1988 613,465 63,853 549,612 89.6% 12,874 1,105 11,769 91.4%
1989 679,461 63,235 616,226 90.7% 14,321 1,312 13,009 90.8%
1990 782,960, 64,853 718,107 91.7% 17,889 1,752 16,137 90.2%
1991 943,987 71,549 872,438 92.4% 22,710 2,157 20,553 90.5%
1992 971,517 70,643 900,874 92.7% 24,866 2,479 22,387 90.0%
1993 875,202| 62,304 812,898 92.9% 21,390 2,268 19,122 89.4%
1994 832,829| 52,374 780,455 93.7% 20,341 1,930 18,411 90.5%
1995 926,601 51,959 874,642 94.4% 24,436 1,775 22,661 92.7%
1996 1,178,555 53,549 1,125,006 95.5% 32,423 1,854 30,569 94.3%
1997 1,404,145 54,027 1,350,118 96.2% 42,941 1,876 41,065 95.6%
1998 1,442,549 44,367 1,398,182 96.9% 46,638 1,695 44,943 96.4%
1999 1,319,465| 44,367 1,281,581 97.1% 43,955 1,452 42,503 96.7%

Table 1 shows that Pennsylvaniais following the national trend in filings. It also shows that the non-
business category clearly dominates the bankruptcy filings in Pennsylvaniathroughout all years studied.




Chart 1la- U.S. and Pennsylvania Total Bankruptcies, 1980 - 1999
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From Chart 13, it is evident that Pennsylvania bankruptcies strongly follow the national trend.
Chart 1b - U.S. and Pennsylvania Business Bankr uptcies, 1980 - 1999
90,000 3,000
80,000
+ 2,500
70,000
& 60,000 | 12,000 2
& 50,000 | S —=-us
= + 1,500 >
© 40,000 + c |—e—PA
ot c
S 30,000 + + 1,000 8
20,000
+ 500
10,000 +
0 T T T T T T T T } T T T T T T T T T T O
F T I I L LI IS T III LTSS &Y
22323 LIILIIIIIRI2IRR

There is not the same similarity of trend in the filings asis seen with the total filingsin Chart 1a. The

period of 1982

to 1992 shows a wide divergence between the national figures, which are much higher,

and those for Pennsylvania. The trends again converge in 1992 and decrease at approximately the same
rate to the present.



Chart 1c - U.S. and Pennsylvania Non-Business Bankruptcies, 1980 - 1999
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Chart 1c shows that U.S. and Pennsylvaniatrends for non-business filings are strongly similar

throughout the entire period.

BANKRUPTCY RATES

Population has a significant effect on raw bankruptcy data. To compare bankruptcies filed in urban
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Pennsylvania

and rural counties, it is necessary to re-compute bankruptcies filed to a rate per 100,000 population.

Population figures for this report were obtained as recently as October 2000 from the U.S. Census
Bureau. Tables 2a and 2b, on the following page, use raw bankruptcy and population figures to develop

national bankruptcy rates per 100,000 population for the period under study.

—=—U.S.
——PA

Table 2a shows that for U.S. total bankruptcies, rates increased from 145.8 in 1980 to 483.9 in 1999, a

3.3 fold increase, with a peak of 533.4 in 1998. For U.S. business bankruptcies, the 1999 rate is lower

than at the beginning of the period (19.2 in 1980 and 16.3 in 1999) with a peak of 33.8in 1986. By
comparison, U.S. non-business bankruptcies rose from arate of 126.6 in 1980 to 470.0in 1999, a 3.7 fold

increase, with apeak of 517.4 in 1998. Non-business bankruptcy rates have the greatest impact on total

rates.




Table2a—U.S. Bankruptcy Rates per 100,000 Population, 1980 - 1999

Tota Tota Business Bus | Non-Business| Non-Bus

Y ear Population Bankruptcies| Rate | Bankruptcies | Rate | Bankruptcies | Rate

1980 227,224,681 331,264| 145.8 43,694| 19.2 287,570 126.6
1981 229,465,714 363,943| 158.6 48,125/ 21.0 315,818 137.6
1982 231,664,458 380,251| 164.1 69,300, 29.9 310,951 134.2
1983 233,791,994 348,880| 149.2 62,436 26.7 286,444 1225
1984 235,824,902 348,521 147.8 64,004) 27.1 284,517 120.6
1985 237,923,795 412,510 1734 71,277) 30.0 341,233 143.4
1986 240,132,887 530,438| 220.9 81,235 33.8 449,203 187.1
1987 242,288,918 577,999| 238.6 82,446 34.0 495,553 204.5
1988 244,498,982 613,465 250.9 63,853 26.1 549,612 224.8
1989 246,819,230 679,461| 275.3 63,235 25.6 616,226 249.7
1990 249,464,396 782,960, 3139 64,853 26.0 718,107 287.9
1991 252,153,092 943,987| 374.4 71,549 28.4 872,438 346.0
1992 255,029,699 971,517| 380.9 70,643 27.7 900,874 353.2
1993 257,782,608 875,202| 339.5 62,304 24.2 812,898 315.3
1994 260,327,021 832,829 319.9 52,374/ 20.1 780,455 299.8
1995 262,803,276 926,601| 352.6 51,959| 19.8 874,642 332.8
1996 265,228,572 1,178,555| 444.4 53,5649| 20.2 1,125,006 424.2
1997 267,783,607 1,404,145| 524.4 54,027| 20.2 1,350,118 504.2
1998 270,248,003 1,442549| 533.8 44,367 16.4 1,398,182 517.4
1999 272,690,813 1,319,465| 483.9 44,367| 16.3 1,281,581 470.0

Table 2b — Pennsylvania Bankruptcy Rates per 100,000 of Population, 1980 - 1999

Total Total Business Bus | Non-Business |Non-Bus
Year Population Bankruptcies | Rate | Bankruptcies | Rate | Bankruptcies Rate
1980 11,864,720 7,683 64.8 1,277 10.8 6,406 54.0
1981 11,858,569 11,974| 101.0 1,489 12.6 10,485 88.4
1982 11,845,146 13,222| 111.6 2,116 17.9 11,106 93.8
1983 11,837,726 10,017 84.6 1,618 13.7 8,399 71.0
1984 11,815,175 8,530 72.2 1,170 9.9 7,360 62.3
1985 11,770,865 10,863 92.3 1,352 11.5 9,511 80.8
1986 11,782,754 12,148| 103.1 1,333 11.3 10,815 91.8
1987 11,810,869 13,338 112.9 1,306 11.1 12,032 69.0
1988 11,845,755 12,874| 108.7 1,105 9.3 11,769 0.6
1989 11,865,992 14,321| 120.7 1,312 11.1 13,009 35.0
1990 11,881,643 17,889| 150.6 1,752 14.7 16,137| 173.0
1991 11,945,759 22,710 190.1 2,157 18.1 20,553 132.1
1992 11,988,937 24,866| 207.4 2,479 20.7 22,387 0.4
1993 12,032,922 21,390, 177.8 2,268 18.8 19,122 48.7
1994 12,058,380 20,341 168.7 1,930 16.0 18411 2535
1995 12,060,312 24,436| 202.6 1,775 14.7 22,661 256.9
1996 12,056,112 32,423 268.9 1,854 154 30,569 0.3
1997 12,019,661 42941| 357.3 1,876 15.6 41,065 99.8
1998 12,001,451 46,638 388.6 1,695 14.1 44943 3745
1999 11,994,016 43,955/ 366.5 1,452 121 42503 3544
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Chart 2a - U.S. and Pennsylvania Total Bankruptcy Rates, 1980 - 1999
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Development of bankruptcy rates more clearly shows that Pennsylvania strongly follows the national
trend but consistently stays below it, as seen in Chart 2a.

Chart 2b - U.S. and Pennsylvania Business Bankr uptcy Rates, 1980 - 1999
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Chart 2b illustrates that for business filings per 100,000 population, a closer alignment can be seenin
the 1990’ s than in the 1980’ s. The increase of Pennsylvania business bankruptcy ratesis not dramatic,
having an overall changein rate from approximately 12 business bankruptcies per 100,000 population in
1980 to 16 in 1999. Thereis a steady decrease in Pennsylvania business bankruptcy filing rates in more
recent years.
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Chart 2c - U.S. and Pennsylvania Non-Business Bankruptcy Rates,
1980 - 1999
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The majority of bankruptcies filed every year are non-business, popularly referred to as consumer or
personal bankruptcies. Asillustrated in Chart 2c, Pennsylvania s non-business bankruptcy rates tend to
follow, but stay consistently below, the national rates. Although bankruptcy rates in Pennsylvania
continue to increase, as is happening nationally, the rate of increase in Pennsylvaniais lower than the
national rate.
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PENNSYLVANIA BANKRUPTCIES

The primary objective of this report isto collect and categorize bankruptcies filed in Pennsylvania
from 1980 through 1999 by chapter and by county. Separation of the datainto rural and urban areas
allows attention to be focused on the differences between the two. Additional data on population, per
capita personal income, and unemployment rates are integrated into the bankruptcy filing data. The effect
of these variables on rural and urban areas and the resulting trends provide a baseline for future research.

Examination of total bankruptcies filed in Pennsylvania for both business and non-business filings
from Table 3, below, provides the following information. In 1980, total bankruptciesfiled in
Pennsylvania number 7,683. Of these, 16.6 percent are attributable to business filings, leaving the
majority of 83.4 percent attributable to non-business or personal bankruptcies. This trend appears
consistent throughout the years studied with the percentage of business bankruptcies slowly decreasing
and the percentage of non-business bankruptcies slowly increasing. The figures for 1999 show 43,955
total business and non-business bankruptcies filed, with 42,503 (96.7 percent) being non-business filings
and 1,452 (3.3 percent) being business filings.

Table 3—Pennsylvania Business and Non-Business Bankr uptcies, 1980 - 1999

Percent Percent
Year Total Business | Non-Business | Business | Non-Business
1980 7,683 1,277 6,406 16.6% 83.4%
1981 11,974 1,489 10,485 12.4% 87.6%
1982 13,222 2,116 11,106 16.0% 84.0%
1983 10,017 1,618 8,399 16.2% 83.8%
1984 8,530 1,170 7,360 13.7% 86.3%
1985 10,863 1,352 9,511 12.4% 87.6%
1986 12,148 1,333 10,815 11.0% 89.0%
1987 13,338 1,306 12,032 9.8% 90.2%
1988 12,874 1,105 11,769 8.6% 91.4%
1989 14,321 1,312 13,009 9.2% 90.8%
1990 17,889 1,752 16,137 9.8% 90.2%
1991 22,710 2,157 20,553 9.5% 90.5%
1992 24,866 2,479 22,387 10.0% 90.0%
1993 21,390 2,268 19,122 10.6% 89.4%
1994 20,341 1,930 18,411 9.5% 90.5%
1995 24,436 1,775 22,661 7.3% 92.7%
1996 32,423 1,854 30,569 5.7% 94.3%
1997 42,941 1,876 41,065 4.4% 95.6%
1998 46,638 1,695 44,943 3.6% 96.4%
1999 43,955 1,452 42,503 3.3% 96.7%
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Chart 3 - Pennsylvania Business and Non-Business Bankruptcies,
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Theseinitial findings confirm that non-business or persona bankruptcy filings have a significant
impact on the total numbers. Possible contributing factors are that businesses may be more careful when
getting into debt and lenders may be more conservative and conscientious with their lending policies with
business loans. Conversely, it could be argued that individuals are less careful with their credit spending.
Lenders could arguably be less conservative with personal credit applications, thereby alowing
individuals to more easily acquire heavy debt loads. It could be argued that credit card debt is more
accessible to individuals, including credit card limits that may far outreach the consumer’ s ability to
repay. Although many start-up businesses may use persona credit card debt initially, the owner may
eventually exceed those limits and have to resort to atraditional lender, such as the local bank. The bank
lender may be more likely to require a business plan and to offer business counseling services, thereby
decreasing the opportunity and possibility of financia failure. These assumptions are beyond the scope of
this report and may be the basis for further study.

Another concern is the difference between bankruptcy filings for rural and urban areas. Pennsylvania
has the nation’ s largest rural population. This study uses the U.S. Census Bureau’ s definition of rural and
urban, and, at the county level, if at least 50 percent of the population is defined as rural, then the county
is considered predominantly rural. Based on this definition, 42 of Pennsylvania s 67 counties are
predominantly rural with seven of the 42 being 100 percent rural.
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Table 4 —Total Pennsylvania Bankruptcies by Urban and Rural Areas, 1980 - 1999

Percent Percent

Year Total Urban Rural Urban Rural

1980 7,683 6,352 1,331 82.7% 17.3%
1981 11,974 9,848 2,126 82.2% 17.8%
1982 13,222 11,017 2,205 83.3% 16.7%
1983 10,017 8,419 1,598 84.0% 16.0%
1984 8,530 7,010 1,520 82.2% 17.8%
1985 10,863 9,208 1,655 84.8% 15.2%
1986 12,148 10,251 1,897 84.4% 15.6%
1987 13,338 11,495 1,843 86.2% 13.8%
1988 12,874 11,058 1,816 85.9% 14.1%
1989 14,321 12,163 2,158 84.9% 15.1%
1990 17,889 14,978 2,911 83.7% 16.3%
1991 22,710 18,945 3,765 83.4% 16.6%
1992 24,866 20,815 4,051 83.7% 16.3%
1993 21,390 17,974 3,416 84.0% 16.0%
1994 20,341 17,255 3,086 84.8% 15.2%
1995 24,436 20,583 3,853 84.2% 15.8%
1996 32,423 27,123 5,300 83.7% 16.3%
1997 42,941 35,545 7,396 82.8% 17.2%
1998 46,638 38,376 8,262 82.3% 17.7%
1999 43,955 36,299 7,656 82.6% 17.4%

Table 4 depicts that rural bankruptcies account for alow of 13.8 percent of total bankruptciesin 1987
to ahigh of 17.8 percent in 1981 and 1984. These figures are raw bankruptcy filing figures and do not
take the difference of rural and urban populationsinto account.

Chart 4 -Total Pennsylvania Bankruptcies by Rural and Urban Areas,
1980 - 1999
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Bankruptcy data can be separated to look at business and non-business filings individually from rural
and urban perspectives.

Table 5 —Business Bankruptcies by Urban and Rural Areas, 1980 - 1999

Total Percent Percent

Y ear Business Urban Rural Urban Rural

1980 1,277 988 289 77.4% 22.6%
1981 1,489 1,145 344 76.9% 23.1%
1982 2,116 1,607 509 75.9% 24.1%
1983 1,618 1,268 350 78.4% 21.6%
1984 1,170 897 273 76.7% 23.3%
1985 1,352 1,059 293 78.3% 21.7%
1986 1,333 1,020 313 76.5% 23.5%
1987 1,306 1,003 303 76.8% 23.2%
1988 1,105 880 225 79.6% 20.4%
1989 1,312 1,022 290 77.9% 22.1%
1990 1,752 1,364 388 77.9% 22.1%
1991 2,157 1,678 479 77.8% 22.2%
1992 2,479 1,963 516 79.2% 20.8%
1993 2,268 1,790 478 78.9% 21.1%
1994 1,930 1,545 385 80.1% 19.9%
1995 1,775 1,372 403 77.3% 22.7%
1996 1,854 1,400 454 75.5% 24.5%
1997 1,876 1,395 481 74.4% 25.6%
1998 1,695 1,241 454 73.2% 26.8%
1999 1,452 1,078 374 74.2% 25.8%

Table 5 appears to show a slow decrease in the percent of bankruptcy filings that are urban and a slow
increase in the percent of filings that are rural over the 20-year period studied. These percentages will
become more meaningful as bankruptcies filed are compared by population over the time period to reduce
the data to the common denominator of bankruptcy rates. Thisis done later in the report. For business
bankruptcy filings, urban counties account for an average of 77.1 percent over the 20-year period, and
rural counties account for an average of 22.9 percent. Again, these are raw bankruptcy filings and not
bankruptcy rates based on population.

Chart 5 - Business Bankruptcies by Rural and Urban Areas,
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Table 6 — Non-Business Bankruptcies by Urban and Rural Areas, 1980 - 1999

Percent Percent

Y ear Total Urban Rural Urban Rura

1980 6,406 5,364 1,042 83.7% 16.3%
1981 10,485 8,703 1,782 83.0% 17.0%
1982 11,106 9,410 1,696 84.7% 15.3%
1983 8,399 7,151 1,248 85.1% 14.9%
1984 7,360 6,113 1,247 83.1% 16.9%
1985 9,511 8,149 1,362 85.7% 14.3%
1986 10,815 9,231 1,584 85.4% 14.6%
1987 12,032 10,492 1,540 87.2% 12.8%
1988 11,769 10,178 1,591 86.5% 13.5%
1989 13,009 11,141 1,868 85.6% 14.4%
1990 16,137 13,614 2,523 84.4% 15.6%
1991 20,553 17,267 3,286 84.0% 16.0%
1992 22,387 18,852 3,535 84.2% 15.8%
1993 19,122 16,184 2,938 84.6% 15.4%
1994 18,411 15,710 2,701 85.3% 14.7%
1995 22,661 19,211 3,450 84.8% 15.2%
1996 30,569 25,724 4,845 84.2% 15.8%
1997 41,065 34,150 6,915 83.2% 16.8%
1998 44,943 37,135 7,808 82.6% 17.4%
1999 42,503 35,222 7,281 82.9% 17.1%

For non-business bankruptcy filings, cases from urban counties account for an average of 84.5 percent
and cases from rural counties account for 15.5 percent. These percentages stay relatively consistent
throughout the period with adight rise in the percent of total non-business bankruptcies filed from rural

countiesin the last few years.

Chart 6 - Non-Business Bankruptcies by Rural and Urban Areas,
1980 - 1999
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Table 7 —Total Pennsylvania Bankruptcies by Chapter, 1980 - 1999

Percent Percent Percent Percent

Year | Total |Chapter 7| Chapter 11 |Chapter12| Chapter 13 | Chapter 7| Chapter 11 | Chapter 12 | Chapter 13

1980 7,683 5,819 410 1,454  75.7% 5.3% 0.0% 18.9%
1981 | 11,974 8,745 568 2,661 73.0% 4.7% 0.0% 22.2%
1982 | 13,222 8,881 705 3,636 67.2% 5.3% 0.0% 27.5%
1983 | 10,017 6,514 694 2,809 65.0% 6.9% 0.0% 28.0%
1984 8,530 6,853 418 1,259 80.3% 4.9% 0.0% 14.8%
1985 | 10,863 6,901 704 3,258 63.5% 6.5% 0.0% 30.0%
1986 | 12,148 8,360 678 3 3,107 68.8% 5.6% 0.0% 25.6%
1987 | 13,338 8,799 663 19 3,857 66.0% 5.0% 0.1% 28.9%
1988 | 12,874 8,547 534 3 3,790 66.4% 4.1% 0.0% 29.4%
1989 | 14,321 9,469 593 5 4,254  66.1% 4.1% 0.0% 29.7%
1990 | 17,889 12,016 836 10 5,027 67.2% 4.7% 0.1% 28.1%
1991 | 22,710] 15,349 1,044 17 6,300 67.6% 4.6% 0.1% 27.7%
1992 | 24,866/ 17,035 938 11 6,882 68.5% 3.8% 0.0% 27.7%
1993 | 21,390 14,134 785 18 6,453 66.1% 3.7% 0.1% 30.2%
1994 | 20,341 13,503 682 15 6,141 66.4% 3.4% 0.1% 30.2%
1995 | 24,436 16,803 572 25 7,036 68.8% 2.3% 0.1% 28.8%
1996 | 32,423 23452 527 19 8,425 72.3% 1.6% 0.1% 26.0%
1997 | 42,941 32,039 530 28 10,344 74.6% 1.2% 0.1% 24.1%
1998 | 46,638 34,917 360 14 11,347 74.9% 0.8% 0.0% 24.3%
1999 | 43,955 31,355 365 14 12,221 71.3% 0.8% 0.0% 27.8%

Chapter 7 filings appear to have held steady in the percentage of filings for the period studied. The
highest percentage is 80.3 percent in 1984, and the lowest percentage is 63.5 percent the following year.
The average percentage over the 20-year period is 69.5 percent with small rises and dips from year to year
but no apparent trend. Chapter 7 contemplates an orderly, court supervised procedure by which a trustee
collects the assets of the debtor’ s estate, reduces them to cash, and makes distributions to creditors,
subject to the debtor’ s right to retain certain exempt property and the rights of secured creditors. Because
thereis usually little or no nonexempt property in most Chapter 7 cases, there may not be an actual
liguidation of the debtor’ s assets. In most Chapter 7 cases, the debtor receives a discharge that releases the
debtor from personal liability for certain dischargeable debts.

Chapter 11 filings are declining, overall, beginning at 5.3 percent of filingsin 1980, rising to ahigh of
6.9 percent in 1983, and falling to the lowest percentage of filings of .8 percent in the last two years
studied, 1998 and 1999. Chapter 11 ordinarily is used by commercial enterprises that desire to continue
operating a business and repay creditors concurrently through a court approved plan of reorganization.
Under the approved plan, the debtor can reduce its debts by repaying a portion of its obligations and
discharging others. Under Chapter 11, the debtor normally goes through a period of consolidation and
emerges with areduced debt load and a reorganized business. It appears from Table 7 that in more recent
years most filers are opting for solutions other than Chapter 11 reorganization.

Chapter 12 filingsfirst appear in 1986 and are insignificant in light of the larger numbers of filingsin
the other chapters. Chapter 12 provides debt relief to family farmers with regular annual income. This
chapter is always characterized as a“business’ filing. The process under Chapter 12 isvery similar to that
of Chapter 13 under which the debtor proposes a plan to repay debts over a period of time —no more than
three years unless the court approves a longer period, not exceeding five years. Chapter 12 allows a
family farmer to continue to operate the farm while the plan is being carried out.

18




Chapter 13 may have picked up the additional percentage of filings from Chapter 11 that was observed
earlier. The lowest percentage of Chapter 13 filings occurs in 1984 with 14.8 percent and the next lowest
occursin 1980 with 18.9 percent. The average percentage of Chapter 13 filings over the period is 26.5
percent. Chapter 13 is designed for an individual debtor who has a regular source of income. Chapter 13
is often preferable to Chapter 7 for individuals because it enables the debtor to keep a valuable asset, such
as a house. Chapter 13 is very different from Chapter 7. A Chapter 13 debtor usually retains possession of
all estate property and makes payments to creditors, through the trustee, based on the debtor’ s anticipated
income over the life of the plan.

Table 8 —Urban Bankruptcies by Chapter, 1980 - 1999

Percent Percent Percent Percent

Year | Total |Chapter 7| Chapter 11 |Chapter12| Chapter 13 | Chapter 7| Chapter 11 | Chapter 12 | Chapter 13

1980 | 6,352 4,613 330 1,409 72.6% 5.2% 0.0% 22.2%
1981 | 9,848 6,807 477 2,564 69.1% 4.8% 0.0% 26.0%
1982 | 11,017 7,012 581 3,424 63.6% 5.3% 0.0% 31.1%
1983 | 8,419 5,126 588 2,705 60.9% 7.0% 0.0% 32.1%
1984 | 7,010 5,452 350 1,208 77.8% 5.0% 0.0% 17.2%
1985| 9,208 5,480 584 3,144 59.5% 6.3% 0.0% 34.1%
1986 | 10,251 6,726 544 1 2,980 65.6% 5.3% 0.0% 29.1%
1987 | 11,495 7,192 555 9 3,739 62.6% 4.8% 0.1% 32.5%
1988 | 11,058 6,968 453 0 3,637 63.0% 4.1% 0.0% 32.9%
1989 | 12,163 7,610 506 2 4,045 62.6% 4.2% 0.0% 33.3%
1990 | 14,978 9,543 709 3 4,723 63.7% 4.7% 0.0% 31.5%
1991 | 18,945 12,151 893 7 5,894 64.1% 4.7% 0.0% 31.1%
1992 | 20,815 13,566 787 3 6,459 65.2% 3.8% 0.0% 31.0%
1993 | 17,974 11,320 653 13 5,988 63.0% 3.6% 0.1% 33.3%
1994 | 17,255 10,897 582 7 5,769 63.2% 3.4% 0.0% 33.4%
1995 | 20,583 13,482 512 10 6,579 65.5% 2.5% 0.0% 32.0%
1996 | 27,123 18,829 456 13 7,825 69.4% 1.7% 0.0% 28.9%
1997 | 35545 25,418 469 16 9,642 71.5% 1.3% 0.0% 27.1%
1998 | 38,376 27,547 303 8 10,518 71.8% 0.8% 0.0% 27.4%
1999 | 36,299 24,697 311 10 11,281 68.0% 0.9% 0.0% 31.1%

Table 8 shows that in urban areas, there is an overall decrease in percent that are Chapter 7

bankruptcies and an overall increase in the percent that are Chapter 13 bankruptcies. This would seem to
indicate that urban filers are less often opting for liquidation and more often choosing a repayment plan.
There is a better chance of keeping assetsin Chapter 13 and a better chance of losing assets in Chapter 7.
Chapter 7 is often referred to asthe “No Asset” chapter. If one has no assets to lose, choose Chapter 7. If
one has assets one wants to keep, choose Chapter 13. Similar to what was observed in the combined
Business and Non-Business Bankruptcies Comparison of Chapter 7, 11, 12, 13 (Table 7), Chapter 11 isin
a steady decline in urban areas.

19



Table9 — Rural Bankruptcies by Chapter, 1980 - 1999

Percent Percent Percent Percent

Year | Total |Chapter 7| Chapter 11 |Chapter12| Chapter 13 | Chapter 7| Chapter 11 | Chapter 12 | Chapter 13

1980 | 1,331 1,206 80 45 90.6% 6.0% 0.0% 3.4%
1981 | 2,126 1,938 91 97 91.2% 4.3% 0.0% 4.6%
1982 | 2,205 1,869 124 212 84.8% 5.6% 0.0% 9.6%
1983 | 1,598 1,388 106 104 86.9% 6.6% 0.0% 6.5%
1984 | 1,520 1,401 68 51 92.2% 4.5% 0.0% 3.4%
1985| 1,655 1,421 120 114 85.9% 7.3% 0.0% 6.9%
1986 | 1,897 1,634 134 2 127 86.1% 7.1% 0.1% 6.7%
1987 | 1,843 1,607 108 10 118 87.2% 5.9% 0.5% 6.4%
1988 | 1,816 1,579 81 3 153 86.9% 4.5% 0.2% 8.4%
1989 | 2,158 1,859 87 3 209 86.1% 4.0% 0.1% 9.7%
1990 | 2,911 2,473 127 7 304 85.0% 4.4% 0.2% 10.4%
1991 | 3,765 3,198 151 10 406 84.9% 4.0% 0.3% 10.8%
1992 | 4,051 3,469 151 8 423 85.6% 3.7% 0.2% 10.4%
1993 | 3,416 2,814 132 5 465 82.4% 3.9% 0.1% 13.6%
1994 | 3,086 2,606 100 8 372 84.4% 3.2% 0.3% 12.1%
1995 | 3,853 3,321 60 15 457 86.2% 1.6% 0.4% 11.9%
1996 | 5,300 4,623 71 6 600 87.2% 1.3% 0.1% 11.3%
1997 | 7,396 6,621 61 12 702 89.5% 0.8% 0.2% 9.5%
1998 | 8,262 7,370 57 6 829 89.2% 0.7% 0.1% 10.0%
1999 | 7,656 6,658 54 4 940, 87.0% 0.7% 0.1% 12.3%

Table 9 shows that rural business and non-business bankruptcies are following a similar trend to that
of urban bankruptcies.
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PENNSYLVANIA BANKRUPTCY RATES

Population can have a significant affect on raw bankruptcy numbers. Determining a bankruptcy rate
through the use of population figuresin rural and urban areas produces a common basis of comparison.
Population figures for this report are obtained from the U.S. Census Bureau.

Table 10 — Bankruptcy Rates per 100,000 Population by Urban and Rural, 1980 - 1999

Tota Tota Total Urban Urban Urban Rural Rural Rura | Rural %

Year | Population | Bankrupt. | Rate | Population | Bankrupt. Rate | Population | Bankrupt. | Rate | of Urban

1980 | 11,864,720 7,683 64.8] 9,427,343 6,352 67.4| 2,437,377 1331 546 810
1981 | 11,858,569 11,974/ 1010 9,417,633 9,848 104.6| 2,440,936 2,126| g7.1 83.3
1982 | 11,845,146 13,222| 111.6] 9,402,268 11,017 117.2| 2,442,878 2,205/  90.3 77.0
1983 | 11,837,726 10,017  84.6| 9,391,612 8,419 89.6| 2,446,114 1598 653 72.9
1984 | 11,815,175 8,530 722 9,376,075 7,010 74.8| 2,439,100 1520 623 83.4
1985 | 11,770,865 10,863 92.3] 9,341,290 9,208 98.6| 2,429,575 1,655 68.1 69.1
1986 | 11,782,754 12,148| 103.1] 9,356,837 10,251 109.6| 2,425917 1,897 782 71.4
1987 | 11,810,869 13,338 112.9| 9,388,830 11,495 1224 2,422,039 1843  76.1 62.2
1988 | 11,845,755 12,874| 108.7| 9,415,291 11,058 117.4| 2,430,464 1816 747 63.6
1989 | 11,865,992 14,321 120.7| 9,429,703 12,163 129.0| 2,436,289 2,158 88.6 68.7
1990 | 11,881,643 17,889| 150.6| 9,433,256 14,978 158.8| 2,448,387 2,911 1189 74.9
1991 | 11,945,759 22,710] 190.1] 9,473,155 18,945 200.0| 2,472,604 3,765 1523 76.1
1992 | 11,988,937 24,866| 207.4| 9,496,979 20,815 219.2| 2,491,958 4,051 162.6 74.2
1993 | 12,032,922 21,390 177.8] 9,521,590 17,974 188.8| 2,511,332 3,416 136.0 72.1
1994 | 12,058,380 20,341 168.7) 9,529,975 17,255 181.1] 2,528,405 3,086 1221 67.4
1995 | 12,060,312 24,436 202.6/ 9,519,018 20,583 216.2| 2,541,294 3,853| 151.6 70.1
1996 | 12,056,112 32,423 268.9| 9,507,437 27,123 285.3| 2,548,675 5,300] 208.0 72.9
1997 | 12,019,661 42,941 3573 9,468,137 35,545 375.4| 2,551,524 7,396 289.9 77.2
1998 | 12,001,451 46,638 3886 9,452,726 38,376 406.0| 2,548,725 8,262| 324.2 79.8
1999 | 11,994,016 43,955 3665 9,441,271 36,299 384.5| 2,552,745 7,656 299.9 78.0

A number of results about bankruptcy in Pennsylvania become clear from Table 10. It can be seen that
rural bankruptcy rates appear to be consistently lower than urban bankruptcy rates. Later analysisin this
report will look at how per capita personal income and unemployment rates may reflect differences
between rural and urban areas in relationship to bankruptcy rates.
Asisoccurring nationally, bankruptcy rates are on a steady increase in Pennsylvania. Asthe
population has remained steady, the number of bankruptcies has increased. Because Pennsylvania s
population isrelatively constant, having an average population of 11,914,022 over the 20-year period, the
bankruptcy rates derived closely reflect the activity of total bankruptcies filed.
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Table 11 — Business Bankruptcy Rates per 100,000 Population by
Urban and Rural, 1980 - 1999

Total Total Total Urban Urban | Urban Rural Rural Rural | Rural %
Year Population |Bankrupt.| Rate | Population |Bankrupt.| Rate | Population |Bankrupt.| Rate | of Urban
1980 11,864,720 1277 10.8] 9,427,343 988  10.5| 2,437,377 289 119 1131
1981 11,858,569 1489  12.6| 9,417,633 1,145 12.2] 2,440,936 344 141 115.9
1982 11,845,146 2,116| 179 9,402,268 1607  17.1] 2,442,878 509 208 121.9
1983 11,837,726 1618 137 9,391,612 1268 135 2,446,114 350 143 106.0
1984 11,815,175 1,170 9.9 9,376,075 897 9.6| 2,439,100 2713 112 117.0
1985 11,770,865 1352 115 9,341,290 1,059  11.3] 2429575 293 121 106.4
1986 11,782,754 1333 113 9,356,837 1020] 109 2425917 313 129 1184
1987 11,810,869 1306 11.1] 09,388,830 1003 107 2,422,039 303 125 1171
1988 11,845,755 1,105 93| 9415291 880 9.3] 2,430,464 225 9.3 99.0
1989 11,865,992 1312] 11.1] 9,429,703 1022] 108 2,436,289 290 119 109.8
1990 11,881,643 1,752 14.7| 9,433,256 1364|145 2,448,387 388 158 109.6
1991 11,945,759 2157 181 9,473,155 1678  17.7] 2,472,604 479 194 109.4
1992 11,988,937 2479  20.7) 9,496,979 1963  20.7| 2,491,958 516 207 100.2
1993 12,032,922 2,268 189 9521590 1,790] 188 2511,332 478 19.0 101.2
1994 12,058,380 1930] 16.0] 9,529,975 1545 16.2| 2,528,405 385 152 93.9
1995 12,060,312 1775 147 9,519,018 1372  14.4] 2,541,294 403 159 110.0
1996 12,056,112 1854 154 9,507,437 1400 147 2,548,675 454 178 121.0
1997 12,019,661 1876| 156/ 9468137 1395 147 2551524 481 189 1279
1998 12,001,451 1695 141 9452726 1241  131] 2,548,725 454 178 135.7
1999 11,994,016 1452  121] 9,441,271 1078 114 2552,745 374 147 128.3

Table 11 looks at the business bankruptcies filed in Pennsylvania from 1980 through 1999 and
devel ops business bankruptcy rates for urban and rural areas. Thistable shows a very different situation

from that previously seen in that rural business bankruptcy rates are higher than urban business

bankruptcy rates.
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Table 12 — Non-Business Bankruptcy Rates per 100,000 Population by
Urban and Rural, 1980 - 1999

Total Total Total Urban Urban Urban Rurd Rurd Rura | Rura %
Y ear Population |Bankrupt.| Rate | Population |[Bankrupt.| Rate | Population | Bankrupt. | Rate | of Urban
1980 11,864,720 6,406 54.0| 9427343 5,364 56.9| 2,437,377 1042|428 75.1
1981 11,858,569| 10,485 884 9417633 8,703 92.4| 2,440,936 1,782 730 79.0
1982 11,845,146| 11,106 93.8| 9402268 9,410 100.1| 2,442,878 1696 69.4 69.4
1983 11,837,726 8,399 71.0| 9391612 7,151 76.1] 2,446,114 1,248 510 67.0
1984 11,815,175 7,360 62.3] 9,376,075 6,113 65.2| 2,439,100 1247 511 78.4
1985 11,770,865 9,511 80.8| 9,341,290 8,149 87.2| 2,429,575 1362 56.1 64.3
1986 11,782,754| 10,815 91.8| 9356837 9,231 98.7| 2,425,917 1584 653 66.2
1987 11,810,869| 12,032 101.9] 9388830 10,492 71.6| 2,422,039 1,540 590 82.4
1988 11,845,755 11,769 99.4| 9415291| 10,178 0.6 2,430,464 1,501 05 72.2
1989 11,865,992| 13,009 109.6| 9429703 11,141 42.2| 2,436,289 1,868 7.1 16.9
1990 11,881,643 16,137| 135.7| 9433256 13,614 183.0| 2,448,387 2,523 134.2 73.3
1991 11,945759| 20,553| 172.1] 9473155 17,267 133.1| 2,472,604 3,286| 1282 96.4
1992 11,988,937 22,387| 186.9] 9496979 18,852 0.3| 2,491,958 3,535 05 1475
1993 12,032,922| 19,122| 159.1] 9521590 16,184 58.3] 2,511,332 2,938 123 21.2
1994 12,058,380 18,411 152.9| 9529975 15710 269.9| 2,528,405 2,701 191.6 71.0
1995 12,060,312| 22,661 1882 9519018 19211 259.2| 2,541,294 3,450 2483 95.8
1996 12,056,112| 30,569| 254.0] 9507437 25724 0.4 2548675 4,845 0.2 62.2
1997 12,019,661| 41,065 341.8| 9468137 34,150 117.6| 2,551,524 6,915  34.0 28.9
1998 12,001,451 44,943| 3745 9452726 37,135 392.8| 2,548,725 7,808 306.3 78.0
1999 11,994,016| 42,503 354.4| 9441271| 35222 373.1| 2,552,745 7,281 2853 76.5

Table 12 indicates that non-business bankruptcies have the highest number of bankruptcies and
have the most impact on an economy. In this category of bankruptcy, rural areas of Pennsylvania have
bankruptcy rates significantly lower than urban rates. The average of rural ratesis 69.9 percent of urban
rates over the 20-year period.

23




BANKRUPTCY CLASSIFICATIONS

This section classifies Pennsylvania bankruptcies according to chapter, business and non-business, and
urban and rural. The tables that follow provide information in terms of which type of bankruptcy occurs
most frequently. Within these classifications, comparisons are made to determine the distribution of
filings among the various chapters, whether business and non-business, and whether urban and rural.
Chapter 12 was excluded from this section due to its very low occurrence.

Table 13— Total Chapter 7, 11 and 13 Bankruptcies by Urban and Rural, 1980 — 1999

Chapter Urban Rural Total (urban + rural)
Chapter 7

Number 230,437 59,054 289,491
% of al bankruptcies 55.9% 14.3% 70.2%
% of Chapter 7 bankruptcies 79.6% 20.4% 100.0%
% of Urban/Rural bankruptcies | 66.9% 87.2% --
Chapter 11

Number 10,643 1,963 12,606
% of al bankruptcies 2.6% 0.5% 3.1%

% of Chapter 11 bankruptcies | 84.4% 15.6% 100.0%
% of Urban/Rural bankruptcies | 3.1% 2.9%

Chapter 13

Number 103,534 6,727 110,261
% of al bankruptcies 25.1% 1.6% 26.7%
% of Chapter 13 bankruptcies | 93.9% 6.1% 100.0%
% of Urban/Rural bankruptcies | 30.0% 9.9% --

Total (Chapters 7, 11, 13)

Number 344,614 67,744 412,358
% of al bankruptcies 83.6% 16.4% 100.0%
% of Urban/Rural 100.0% 100.0% -

Table 13 provides an overview in relation to urban and rural bankruptcies and it is noted that 83.57
percent are urban filings. Chapter 7 bankruptcies predominate. Of the 70.20 percent of all bankruptcies
that are Chapter 7, 79.60 percent are urban. For Chapter 11, 84.43 percent of these bankruptcies are urban
while 93.9 percent of Chapter 13 filings are urban. When comparing the various filing categories, Chapter
7 represents the highest percentages (66.87 percent for urban and 87.17 percent for rural) of the three.
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Table 14 — Total Business and Non-Business Bankruptcies by Urban and Rural, 1980 1999

Type Urban Rural Total (urban + rural)
Business

Number 25,613 7,502 33,115
% of all bankruptcies 6.2% 1.8% 8.0%
% of business bankruptcies 77.3% 22.7% 100.0%
% of urban/rural bankruptcies 7.4% 11.1% --
Non-Business

Number 319,001 60,242 379,243
% of all bankruptcies 77.4% 14.6% 92.0%
% of business bankruptcies 84.1% 15.9% 100.0%
% of urban/rural bankruptcies 92.6% 88.9% --

Total (business + non-business)

Number 344,614 67,744 412,358
% of Total 83.6% 16.4% 100.0%
% of urban/rural bankruptcies 100.0% 100.0% --

Table 14 data indicate that 91.97 percent of al filings are non-business. Of these, 77.36 percent are
urban. Of the total non-business filings, 94.12 percent are urban versus 15.88 percent rural. For business
filings, 77.35 percent are urban and 22.65 percent are rural. When comparing business and non-business
filings, the percentage of non-business filings (92.57 percent for urban and 88.93 percent for rural)

dominate.
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BANKRUPTCY RATESFOR INDIVIDUAL COUNTIES

Although some of Pennsylvania's rural or urban counties show significantly higher or lower
bankruptcy rates than the average rural and urban rates, most show arelatively normal pattern.

Among rural counties with lower bankruptcy rates than the overall rural rate are Jefferson and Union,
lower since 1982, Indiana since 1983, and Armstrong and Clarion counties, which are lower from 1985 to
the present. Bedford, Bradford, Elk, and Snyder counties show consistently lower rates than the average
rural rate during the entire period studied. Sullivan County shows very erratic rates but is also consistently
lower than the average rural rate.

Some of the rural counties, especially in the northeast, show higher rates than the overall rural rate.
Among those, Monroe shows higher rates during the entire period while Perry is higher since 1983. Pike
County is higher since 1989 and Wayne and Adams from 1990 to the present.

A few of the rural counties show erratic rates. This appears to occur primarily in the low population
counties where alow number of bankruptcy filings can show alarge rate change because the populations
used to calculate the rates are so low. Counties that show erratic rate changes are Cameron, Forest, and
Sullivan. In 1999, Cameron County had a population of 5,571; Forest a population of 4,938; and Sullivan
a population of 6,038.

In the urban counties, there are some interesting groupings of counties that show lower or higher
bankruptcy rates than the average urban rates. Centre, Chester, Lackawanna, Luzerne, Mercer,
Montgomery, Washington, and Westmoreland counties all show consistently lower bankruptcy rates than
the overall urban rate. Cambria County shows alower rate from 1983 until the present. Only Philadelphia
is consistently higher than the overall urban rates.

Table 15— Total Bankruptcies, Rates, and Bankruptcies by Chapter for Pennsylvania
Counties, 1995 — 1999 (continued on next page)

Total Bankruptcy

County Bankruptcies | Rate /100,000 Chapter 7 |Chapter 11|Chapter 12| Chapter 13
Pennsylvania 190,393 1,585 138,566 2,354 100 49,373
Adams 1,323 1,545 1,103 9 3 208
Allegheny 19,958 1,559 15,977, 385 1 3,595
Armstrong 696 949 654 4 1 37
Beaver 2,562 1,381 2,223 26 1 312
Bedford 353 717 312 12 1 28
Berks 6,173 1,744 5,034 49 13 1,077
Blair 1,709 1,305 1,562 21 2 124
Bradford 631 1,012 576 4 0 5]
Bucks 10,805 1,855 6,772 156 4 3,873
Butler 1,943 1,150 1,766 20 0 157,
Cambria 1,939 1,232 1,822 33 0 84
Cameron 51 898 46 1 0 4
Carbon 1,018 1,731 828 3 0 187,
Centre 902 681 760 20 1 121]
Chester 5,327, 1,282 3,554 92 2 1,679
Clarion 311 744 298 5 0 8
Clearfield 548 677 517 9 1 2]
Clinton 352 952 333 3 1 15
Columbia 855 1,333 735 6 2 112
Crawford 1,198 1,341 1,096 10 8 84
Cumberland 3,054 1,471 2,442 23 0 589
Dauphin 4,908 1,998 3,542 43 1 1,322
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Total Bankruptcy

County Bankruptcies | Rate /100,000 Chapter 7 |Chapter 11|Chapter 12| Chapter 13
Delaware 9,709 1,786 5,175 123 0 4,411
Elk 255 732 240 4 2 9
Erie 3,495 1,250 3,116 20 3 356
Fayette 2,074 1,429 1,980 2] 1 72
Forest 57, 1,149 52 0 2 3
Franklin 1,522 1,194 1,318 10 7 187,
Fulton 152 1,046 124 1 0 27,
Greene 586 1,389 563 2 0 pal
Huntingdon 417 932 361 4 0 52
Indiana 661 741 611 16 2 32
Jefferson 464 998 453 1 1 9
Juniata 279 1,273 233 1 0 45
Lackawanna 2,380 1,132 2,159 34 0 187
L ancaster 6,026 1,328 5,163 64 2 797
Lawrence 1,251 1,313 1,150 20 2 79
L ebanon 1,484 1,267 1,249 15 1 219
Lehigh 5,747 1,927 4,598 38 1 1,110
Luzerne 4,477 1,410 3,866 56 2 553
Lycoming 1,291 1,093 1,157 14 0 120
McKean 608 1,302 578 3 1 26
Mercer 1,563 1,280 1,475 12 5 71
Mifflin 651 1,387 568 9 0 74
Monroe 3,349 2,730 2,515 38 0 796
Montgomery 10,621, 1,488 6,863 205 4 3,549
M ontour 204 1,146 172 1 0 31
Northampton 4,836 1,878 3,728 39 5 1,064
Northumberland 1,239 1,303 1,112 9 0 118
Perry 727 1,648 573 1 0 153
Philadelphia 35,758 2,463 16,054 450 0 19,254
Pike 1,009 2,575 764 4 0 241
Potter 170 993 146 0 0 24
Schuylkill 2,441 1,614 2,243 13 3 182
Snyder 384 1,005 340 4 1 39
Somerset 772 959 720 10 0 42
Sullivan 42 689 31 2 1 8
Susguehanna 396 942 348 2 0 46
Tioga 457 1,102 412 2 0 43
Union 304 744 277 3 0 24
\ enango 632 1,087 601 3 0 28
Warren 563 1,276 530 7 1 25
\Washington 2,631, 1,279 2,402 30 2 197,
Wayne 814 1,801 683 12 1 118
Westmoreland 4,792 1,282 4,341 62 5 384
\Wyoming 242 827 210 2 0 30
Y ork 6,245 1,684 5,360 53 3 829




Per Capita Personal Income

This study also looks at per capita personal income in each of the 67 countiesin Pennsylvaniafor the
19-year period of 1980 to 1998. The figures are obtained from the U.S. Bureau of Economic Anaysis and
are adjusted for inflation to give atrue picture of real change. Rural and urban per capitafigures are
calculated from total per capitaincome and population data. No attempt is made to determine the source
of the income, such as net earnings, transfer payments or dividends, interest and rent.

Table 16 —Real Per Capita Personal | ncome and Bankruptcy Rates, 1980 - 1999

Real State Per |Real Urban Per Urban Real Rura Per Rural
Year | Capitalncome | Capita lncome | Bankruptcy Rate | Capita Income | Bankruptcy Rate
1980 20,526 21,314 67.4 17,509 54.6
1981 20,501 21,311 104.6 17,378 87.1
1982 20,517 21,371 117.2 17,230 90.3
1983 20,837 21,756 89.6 17,308 65.3
1984 21,661 22,614 74.8 17,994 62.3
1985 22,361 23,394 98.6 18,390 68.1
1986 23,083 24,161 109.6 18,928 78.2
1987 23,681 24,808 122.4 19,313 76.1
1988 24,390 25,583 1174 19,768 74.7
1989 25,167 26,413 129.0 20,344 88.6
1990 25,274 26,607 158.6 20,282 118.6
1991 25,078 26,383 200.0 20,048 152.3
1992 25,579 26,891 219.3 20,500 162.8
1993 25,608 26,941 188.9 20,449 136.2
1994 25,705 27,025 181.3 20,540 1224
1995 25,957 27,350 216.5 20,530 152.1
1996 26,387 27,822 285.8 20,804 208.3
1997 27,089 28,633 375.6 21,268 290.4
1998 27,979 29,598 406.0 21,985 324.0
1999 28,619 30,287 384.5 22,453 299.9
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Chart 7 - Urban Per Capita Personal Income and Bankruptcy Rates,

Per Capita Income
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It can be seen by Chart 7 that urban per capita personal income is steadily rising from 1980 to 1998
while the bankruptcy rate appearsto rise and fall over the same period of time.

Chart 8 - Rural Per Capita Personal |ncome and Bankruptcy Rates,
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Chart 8 shows a steady increase in per capita personal income for the rural counties. The bankruptcy
rate rises and falls, but appears to rise sharply in the period from 1996 to 1999.
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Unemployment Rates

The last variable that is considered in this study is the experience of unemployment ratesin the
counties of Pennsylvania and its correlation with bankruptcy rates. Unemployment rates are obtained
from the Pennsylvania Department of Labor and Industry and include all counties for the period of 1980
to 1999. Average annual unemployment rates for each of the years for each county are used.

Chart 9 - Urban and Rural Unemployment Rates and Bankruptcy Rates,
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Chart 9 illustrates that unemployment rates begin relatively high in 1980 with the rural rate at 9.5 and
urban rate at 7.4. Unemployment rates rise to a high in 1983 with the rural areas at 14.7 and the urban
areas having arate of 11.2. The 1999 rural unemployment rate is 5.4 and the rate for urban countiesis 4.1
percent.

At the sametime, Chart 9 shows that bankruptcy rates have been increasing over the same time period
that unemployment rates have been decreasing. It appears that afall in unemployment ratesis
accompanied by arise in bankruptcy rates. The exception to that general statement appears from 1989
through 1995. During that period, arise in unemployment rates was accompanied by arise in bankruptcy
rates and a subsequent decrease in unemployment rates was accompanied by a decrease in bankruptcy
rates.

A supposition could be that with lower unemployment, more discretionary income becomes available,
evidenced in therisein per capita personal income. Bankruptcy rates rise at the same rate astherisein
per capita persona income. Conversely, bankruptcy rates rise at the same time that unemployment rates
fall. A direct conclusion should not be made concerning a direct relationship between falling
unemployment rates and rising bankruptcy rates. The period from 1989 to 1995 defies this conclusion.

30



CONCLUSION

This study isintended to clarify the bankruptcy situation in Pennsylvania, in particular asit relates to
rural and urban counties. The beginning of the report compares bankruptcy filings in Pennsylvania with
bankruptcy filings nationally. When these figures are converted into rates per 100,000 of population,
Pennsylvaniais below the national rate.

Some items stand out from the data. These items are significant to the study and may signify the need
for further study in some instances.

Rural total bankruptcy rates are consistently lower in Pennsylvania than urban bankruptcy rates.
Most of the total bankruptcy filing figures consist of personal or non-business bankruptcies.
Rural personal or non-business bankruptcy rates are consistently lower than urban personal or
non-business bankruptcy rates.

Rural business bankruptcy rates are consistently higher than urban rates. From the data collected
in this study, it cannot be determined why rural business rates exceed urban business rates.
Rural per capita personal income is consistently lower, which arguably allows for less
discretionary income and less credit available to be spent in those areas. If there is lower credit
availability, there may be less opportunity for bankruptcy.

Non-business bankruptcy rates fall as unemployment rates rise.

Business bankruptcy rates fall as unemployment rates fall.

Over the 20 years studied, there is adecrease in Chapter 7 filings and an increase in Chapter 13
filings. Thisfollows the national trend.

This study does not ook into or try to determine causes for higher rural business failures or causes for
lower rates of personal bankruptciesin rural counties. This study serves as an indicator of the situation in
Pennsylvania and a baseline for further study.
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