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Executive Summary

Cases filed in California courts to collect consumer debts disproportionately
burden Black and Hispanic borrowers. Data drawn from civil court records show
that claims to collect defaulted consumer debts are filed at a higher rate against
borrowers of color than against white borrowers. The type of creditor also varies
by the borrower’s race and ethnicity. Store credit card issuers and sub-prime
auto lenders file claims more often against non-white than white consumers,
and the case outcome distribution shows disproportionately higher rates of
judgments entered against these borrowers. Data from the Urban Institute show
that non-white borrowers have higher rates of accounts in default. The analysis
in this study of court filings affirms that creditors proceed to collect these
defaulted debts using the civil legal system and provides new information about
the demographics of unrepresented consumer defendants in state court.

Findings from this study by researchers with the Debt Collection Lab show the
impact of consumer debt cases filed across five years in four of California’s most
populous counties, Los Angeles, San Bernardino, Fresno, and Santa Clara. The
report explores the impact these cases have on geographic areas populated by
low-income people. Using Bayesian Improved Surname Geocoding, this study
uses address and surname data to predict the race and ethnicity of consumer
defendants and then compares filing rates — at the county and census tract
levels — to the racial/ethnic distribution of the general population (drawn from
U.S. Census American Community Survey data). Defendants with Hispanic-
predicted last names are sued disproportionately in all counties studied over the
study period. Black borrowers are also over-represented in the court record
data, while white and Asian borrowers are underrepresented. Black and
Hispanic litigants are also less likely to be represented by an attorney. The
distribution of case participation and outcome also varies by race, with fewer
answers filed and more judgments entered against Hispanic and Black
defendants.

The disparate impact of debt collection lawsuits on Hispanic and Black
Californians, and the geographic distribution of case filings and outcomes,
provide important data points for California courts, legal service providers, and
policymakers to better understand and serve these individuals who are not
finding their way to legal assistance or to the courts.
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Highlights

¢ Race/ethnicity predictions show an uneven distribution in the type of
creditors suing defendants. Black and Hispanic defendants are more likely
to be sued by third-party debt collectors, while white and Asian defendants
are more likely to be sued by original creditors.

e There are race/ethnicity differences in the targets of motor vehicle
financing deficiency lawsuits. Lenders that original both prime and
subprime loans sue fewer Black and Hispanic defendants while subprime
lenders more frequently sue non-white borrowers.

¢ In predominantly white census tracts, filings against white debtors are
underrepresented while those against borrowers of color are
overrepresented.

e Although judgment debtors living below the federal poverty level are
exempt from execution of judgment, in very low-income census tracts,
debt collectors filed cases against Black and Hispanic consumers.

e Findings show a correlation between the type of creditor and the rate at
which they file against defendants by race.

o Black borrowers are sued more frequently than average to collect
deficiencies on sub-prime car loans.

o White borrowers are more likely to be sued by American Express.

o Hispanic borrowers are disproportionately sued by debt buyers and
by lenders seeking to collect on retail extensions of credit.

e While very few consumers have legal representation, rates vary by
race/ethnicity. White and Asian defendants are more likely to be
represented by an attorney.

e Black and Hispanic borrowers are less likely to engage with the court
system by filing an answer and are more likely to have a judgment entered
against them. Only 2 percent of Hispanic defendants participate in the
court process.

e Post-judgment collection data shows that creditors use the court system to
try to collect these judgments, subjecting borrowers to wage garnishment
orders and bank levies.
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INTRODUCTION
CALIFORNIA’S DISTRIBUTION OF DEBT

Hundreds of thousands of California consumers each year are sued by creditors
trying to collect unpaid debts.! Debts that may have started as consumer
transactions when borrowers took out loans or made purchases on credit, —
credit cards, payday loans, or installment loans for household goods — end up in
court. Other consumers are sued after a car is repossessed and sold at auction
because the balance owed on the car loan exceeds the value of the car.
Consumer debts also include medical debt, private student loans, institutional
debt owed to universities, and other debts for which consumers are contractually
obligated for services or goods received.

Californians have types of debt that reflect the economic diversity of the state,
but defaulted debts are not evenly distributed among borrowers. Defaulted debts
are those that are over 180 days delinquent, and have been “charged off,” or
written off as bad debt, by the issuer of credit or service provider.2 When a bill
goes unpaid, the creditor has a right to file a civil lawsuit in court to obtain a
judgment, which is a court order entitling the creditor to obtain payment through
seizure of the defendant’s assets or income. In California, as in many states,
enforcement of these judgments can include bank levies, levies of personal
property, wage garnishment, and the recording of a lien against real property.3
The entity that files a lawsuit in court may be the original creditor, but frequently,
it is a third-party debt buyer, a company that buys who buy debts in bulk at a
deep discount after they are charged off.*

Communities of color are more likely to have debt in collection. According to the
Urban Institute’s Debt in America map, 21 percent of all Californians have debt
in collections. For non-white Californians, that rate is 25 percent compared to
only 15 percent for white Californians.® The racial disparity in distribution of
defaulted debt is more extreme in Santa Clara County, home of wealthy Silicon
Valley, where only 5 percent of white communities have debt in collections,
compared with 12 percent of communities of color. The disparity is less
pronounced in San Bernardino County, which has high poverty rates and in
which 31 percent of communities of color have debt in collection, while 26
percent of white communities do. In Fresno County, also with high poverty rates,
only 14 percent of white communities carry a debt burden, compared to 32
percent of communities of color. In massive Los Angeles County, which has
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close to one-quarter of the state’s population, the numbers track closer to the
statewide average, with 13 percent of white communities having debt in
collections, compared to 25 percent of communities of color.® Race/ethnicity
disparities in court filings similarly reflect an unequal distribution of people who
have defaulted on their debts. Many of these delinquent accounts end up in
court.

CONTRIBUTORS TO RACIAL DISPARITIES IN DEFAULTED DEBT

Factors that contribute to higher rates of delinquency may include disparities in
credit scores that correlate with race, leading to an unequal provision of high-
cost credit.” Higher-cost credit borrowers are more likely to default, creating a
vicious cycle that keeps borrowers in poverty.® In auto lending, subprime auto
loans that are originated to borrowers with credit scores lower than 620, usually
carry a high interest rate, and have a substantial risk of default. Recent data
showing that 27 percent of subprime loans studied were 60 or more days
delinquent.®

As of 2022, the persistence of the racial wealth gap continues to impact Black
and Hispanic families, who have 25 cents and 23 cents, respectively, for each
dollar of white family wealth. The history of discriminatory lending practices in
the United States has created a system in which Black borrowers have been
unable to build intergenerational wealth, leading to limited access to affordable
credit.’ During the Great Recession of 2009-2012, Black and Hispanic
borrowers lost their homes to foreclosure at higher rates and saw a lower rate of
homeownership rebound than white borrowers following the crisis.'? The racial
wealth gap is reflected in structural economic inequality across communities,
families, and neighborhoods, and is a contributing factor in Black and Hispanic
borrowers’ ability to weather economic uncertainty.3

THE ROLE OF COURTS

The data in this study shows that Hispanic and Black borrowers are summoned
to court in debt collection lawsuits at rates much higher than is proportional by
population. This aligned with findings by other researchers studying litigants in
state court who have looked at racial/ethnic disparities in debt collection
judgments and in eviction cases.' These defaulted debts lead to court cases
filed against largely unrepresented consumer debtors, as only 2-5 percent of
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consumer defendants were represented by an attorney.'® In debt collection
lawsuits, the cost to hire a private lawyer may not make economic sense given
the amount owed on the debt. There is a significant disconnect between people
with legal problems and access to legal aid, even for low-income people who
qualify for free legal services.®

Court-based debt collection processes of post-judgment collection, including
wage garnishment and bank levies, result in extraction of wealth from low-
income borrowers, with a disparate burden placed on non-white communities.”
A working paper by the Consumer Financial Protection Bureau found that civil
debt collection judgments are concentrated census tracts with a higher
proportion of Black residents and posits that states that allow for easy
garnishment of wages result in more case filings and entries of judgments.'®
The CFPB’s analysis finds that state policies on wage garnishment correlate
with debt collector behavior: a decrease in the amount garnishable decreases
the number of lawsuits filed and increases the median judgment amount. ™
Although California has engaged in recent legislative reforms to protect low-
income defendants after judgment, the state’s post-judgment collection
practices during the study period placed the burden on the consumer defendant
to assert a claim of exemption to wage garnishment or bank levy, creating an
environment conducive to post-judgment collection.?°

The types of creditors using California courts to sue consumers shows disparity
in cases filed by race/ethnicity. Among debt collection cases brought by original
creditor plaintiffs, white borrowers are sued more frequently by national banks,
while borrowers of color are sued at higher rates by issuers of predatory store
credit cards and subprime auto lenders. These patterns reflect the “different
worlds of debt products” offered to borrowers.?! Although the top filers against
all consumers are third-party debt buyers Encore Capital Group (owner of debt
collection companies Midland Funding and Midland Credit Management) and
Portfolio Recovery Associates, the racial disparity in the rates of case filings in
both third-party collector cases and original creditor claims likely reflects white
borrowers’ better access to prime credit products offered by mainstream
banks.??
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METHODOLOGY
DOCKET-LEVEL ANALYSIS DATA COLLECTION AND ANALYSIS

This study explores racial/ethnic disparities in exposure to debt collection
lawsuits across four large counties in California between 2016 and 2020.
California was selected as a case study because of its geographic and
demographic diversity, its large population size, and the high number of debt
collection cases filed in state courts. We encourage replication of the research
study design in other states and comparison against California.

This project draws from an existing data set of 2,277,507 debt collection court
case records from January 1, 2009 through December 31, 2020.23 In California’s
disaggregated court system, civil case data are stored in case management
systems maintained by each county.

Civil court record data are publicly available through each county’s website
portal, maintained by third-party software companies. The public may access
individual court records through these portals but not download bulk data.
Researchers seeking civil court record data in bulk must automate retrieval calls
to the website portals.?* This is called “scraping” the public data. In California,
public record scraping results in acquisition of two kinds of data:

1) Caption-level data include information about the case name, the court in
which the case is filed, the parties, and the attorneys, and other
information that designates information about the case itself; and

2) Docket-level data comprised of entries recording information about each
document filed or event occurring in a case, such as a hearing or a trial.

Researchers identified patterns and events across time using year of filing,
county, creditor plaintiff, and plaintiff attorney as key variables. Docket event
measurement focused on consumer defendant engagement with the court
system, case disposition, and post-judgment collection actions.

California court case management systems do not have a publicly available field
for defendant addresses. However, because California requires personal
service of a summons and complaint for each proof of personal service that was
returned and filed with the court, an address exists for the defendant on a
document that is filed with court.?®
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In order to identify the defendant addresses, proofs of service were downloaded
from counties in which documents were available at no cost, or that permit a
free preview for the first page, which contains the address information. In the
courts in which documents are available, documents are reliably in the system
starting in 2016. Proof of service documents and proofs of service of entry of
judgment were collected forcases across Los Angeles, San Bernardino, Santa
Clara, and Fresno Counties from 2016-2020. Of these proofs of service,
documents showing personal proof of service of a summons and complaint were
selected for identification of defendant address. Personal proof of service is
carried out in California by a registered process server who declares under
penalty of perjury that a person was served with the documents that initiate a
lawsuit.

Proofs of personal service were run through optical character recognition, and
the addresses of consumer defendants at the address they were served were
extracted using regular expressions with R and checked for errors and
geocoded using the Bing Maps API.

RACIAL/ETHNIC PREDICTION METHODOLOGY

Civil lawsuits do not contain demographic data about the parties. When race
and ethnicity data are not reported, researchers can predict these values using
the available data points as proxies.?® Specifically, race and ethnicity can be
imputed based on geographic data and surname. This project uses Bayesian
Improved Surname Geocoding (BISG), using the R library wru version 1.0.1, as,
applied to a random sample of debt collection lawsuits in the four identified
counties.?’ BISG libraries use training data drawn from voter records and known
U.S. Census data to propose a probabilistic prediction of race for each person,
based on surname and geographic area.?®

This methodology is in use by governmental agencies and academic
researchers to identify disparities in treatment. Starting in 2014 and continuing
to the present, the Consumer Financial Protection Bureau has used BISG to
identify discriminatory patterns in mortgage and auto lending, using this method
to identify disparate impact.?® In 2019 economists using BISG to look at racial
disparities in debt collection found that judgments were 40 percent more likely to
be entered against people in majority Black neighborhoods than in white
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neighborhoods in Missouri, even after controlling for income levels, credit
scores, housing values, and rates of attorney representation, and in 2020,
researchers at Rutgers University and Princeton University used BISG to
identify racial disparities in eviction rates.3° Because BISG predicts race and
ethnicity based on training data sets, it is not as accurate as self-reporting of
demographic data. Researchers have found that some groups, including Black
Americans, are more likely than Asian and white Americans to have their race
incorrectly predicted by BISG.3!

Of approximately 2,277,507 statewide records 1,171,685 debt collection cases
(53%) were filed in Los Angeles, San Bernardino, Fresno, and Santa Clara
Counties over the wider 11-year study period. These four counties provide a
cross section of geography in California, as they are located in Southern
California, the Inland Empire, the Central Valley, and the Bay Area. Each of
these counties are also very racially diverse, with urban and suburban areas.
These four counties maintained five years of electronic records and permitted
access to documents filed in cases. In total, 471,127 cases were filed in these
four counties during the study period for this project of 2016-2020.

FIG. 1 POPULATION (N) FROM WHICH SAMPLE WAS DRAWN

County Total Filings for Race Predict Sample

2016 2017 2018 2019 2020 Grand To..
Fresno County Superior Cour.. 4,917 5,281 7,745 8,735 5,676 32,354
Los Angeles County Superior .. 37,968 47,163 81,449 93,147 64,230 323,957
San Bernardino County Supe.. 10,802 13,189 20,388 24,519 12,784 81,682
Santa Clara County Superior .. 4,537 5,230 7,943 9,188 6,236 33,134
Grand Total 58,224 70,863 117,525 135,589 88,926 471,127

San Bernardino, Fresno, and Santa Clara provided access to the full document
for each proof of service, and Los Angeles County allows for a free preview of
the first page of documents filed in a civil case. The address of the person
served is the on the first page of the standard proof of service in California,
creating an opportunity to extract address data and map the predicted race of
individuals sued in Los Angeles County in addition to the other three sample set
counties. A random sample was used because it is cost-prohibitive to obtain
copies of all proofs of service where courts, such as Los Angeles County
Superior Court, require the completion of a Captcha before a document can be
downloaded.
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FIG. 2 SAMPLE (n) OF RECORDS FROM FULL SET OF CASES
Sample Distribution of Records by County

Los Angeles County 28,115
Fresno County 3,397
San Bernardino County 3,275
Santa Clara County 3,007

A random sample of case IDs was selected from the full data set that identified 8
percent of unique case identification values. Records were pulled for this 8
percent of cases, and of the counties in which documents were available, data
from 2016-2020 returned sample sizes sufficient for 95 percent confidence
levels to extrapolate the race distribution in debt cases in each county.?

The sample, once cleaned, returned 28,115 records for a POS-10 for Los
Angeles County, which is a California document for a proof of personal service
of the summons and complaint, initiating a debt collection lawsuit. For Fresno,
the sample of 3,397 was drawn from 32,354 records, from San Bernardino, the
sample of 3,275 was drawn from 81,682, and from Santa Clara the sample of
3,007 was drawn from 33,134. This comprises more than four percent of the
total number of debt collection records for each county for each year studied,
with a confidence value of more than 95%.33

From this sample of the full data set for each county, addresses of consumer
defendants were extracted from proofs of service using regular expressions.
Addresses are necessary inputs for libraries such as wru (“who are you”) that
use Bayesian Improved Surname Geocoding (BISG) to determine the predicted
racial individuals residing in particular census tracts. ** Using the Bing Maps
API, extracted addresses were geo-coded and these locations were sent
through the U.S. Census Bureau’s American Community Survey API to obtain
census tract IDs. Predicted race was then determined using the wru library in
the R programming language. This resulted in the identification of percentages
of likelihood of predicted race for defendants in debt collection lawsuits filed in in
the four sample counties during the period. Once the data was analyzed for
likelihood of prediction among the predicted races, the highest predicted race
was selected and keyed to the case data.3® In the census tract data, a
predominant race/ethnicity determination was made for each census tract by
selecting the most prevalent demographic designation, and this information was
merged into the debt collection case data. 3¢
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Case data, including outcome information and plaintiff names, was merged from
the full data set of court records for California debt collection cases. Census

data at the census tract level was downloaded from the U.S. Census ACS API to

obtain the race/ethnicity information for each census tract, and the median

income levels of individuals residing in each tract. This data was merged into the

court record data set for analysis. Data analysis, cleaning, and normalizing of
data was conducted using R and Excel and data visualizations were created
with Tableau and DataWrapper.®’

FINDINGS
FILINGS BY COUNTY:

In California, filings in Los Angeles County comprise an overall total of 36
percent of debt collection cases filed from 2016-2020. The next four highest-
filing counties, Orange, San Diego, Riverside, and San Bernardino, together
comprise 39 percent of total filings. Over the five-year period, this varies by
year, with Los Angeles only comprising 32 percent of debt cases filed in 2016,
37 percent in 2018, and 39 percent in 2020.

Fic. 3 DEBT COLLECTION CASE FILINGS BY COUNTY OVER STUDY PERIOD

Total Debt Collection Case Filings 2016-2020 by County

Los Angeles 323,957
Orange

San Diego
Riverside 88,199

San Bernardino  JERNGEER
Santa Clara 33134
Fresno

Kern 30474

Contra Costa
Alameda
Ventura

San Joaquin

Butte

San Mateo
San Francisco I 6,003
Merced I 4,676

Get the data - Created with Datawrapper
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While the general distribution of debt cases files parallels the geographic
distribution of population in California, there are some discrepancies by county.
Of the counties studied, Los Angeles County is home to 30 percent of
Californians, and debt collection lawsuits are over-represented in this county. A
resident of Los Angeles County over the eleven-year study period had about an
8.1 percent, or a one-in-twelve, chance of being sued to collect a debt.

In San Bernardino County, the rate of lawsuits exceeded the percentage of
population by 2.5 percent. In these counties with higher overall poverty rates,
the rate of lawsuits per population was 9.3 percent, with one lawsuit filed over
the study period for every 10.7 people. However, as discussed herein, this
distribution is not even by race, and Hispanic and Black consumers are more
likely in each of these counties to be sued than white or Asian borrowers.38

In wealthier counties with a racial distribution that skews toward white and Asian
residents, fewer lawsuits were filed per person and the percent of overall filings
was lower. In Santa Clara Counties, lawsuits were filed at a rate about 2 percent
lower than the population distribution. In this wealthier California counties, the
rate of lawsuits per person is only 3.2 percent, with a 1 in 30 chance of being
sued.

COUNTY RACE PREDICT - FOUR COUNTY ANALYSIS

The sample set of records, comprising between 4 and 8.6 percent of cases filed
between 2016 and 2020 in the four study counties, includes individual proofs of
service. Data is available by city, census tract, and county in each of the study
counties. In each of the study counties, Hispanic defendants represent the
greatest number of consumer defendants in California. As shown in Fig. 4 and
Fig. 6, Hispanic defendants make up the majority of defendants and are
overrepresented in debt collection cases in California courts by as much as 11
percent compared to comparable representation in counties by population.
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FiG. 4 PReDICTED RACE OF CONSUMER DEBT DEFENDANTS IN CALIFORNIA 2016-2020 BASED ON
BAYESIAN IMPROVED SURNAME GEOCODING

Percent of Cases Filed by Predicted Race
Hispanic [ White [ Asian Black [ Cther

57.51

Loz Angeles County
9.87

I 116

56.82

2879
Fresno County 8.98

452

lc.sg

h7. 15

29.76
San Bernardino County  EReE]

8.07

|

|

—-—
=
on
=S

43
2528
Santa Clara County 28.29
232

| RBR

Analyzing the predicted race of defendants by creditor plaintiff shows a
disparate distribution of cases brought against predicted Hispanic and Black
defendants.®® In original creditor cases, this distribution by plaintiff shows
patterns in the type of credit lent by predicted race. The original creditor prime
national bank credit cards disproportionately sue white defendants, with
American Express bringing 39 percent of cases against white consumer
defendants, Chase filing 37 percent of claims against white borrowers, and Bank
of America filing more than 19 percent of cases against Asian borrowers.
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FIG. 5 PLAINTIFF CREDITOR TOP 25 FILERS AGAINST CONSUMERS BY RACE (PERCENTAGE)
CALIFORNIA DEBT CASES 2016-2020

Plaintiff vs. Predicted Race % Heatmap (By Plaintiff)

Predicted Race

Asian Black Hispanic Other White
MIDLAND CREDIT MANAGEMENT INC. & MIDLANDF..  8.59% 7.32% N 1.03%  23.58%
PORTFOLIO RECOVERY ASSOCIATES LLC 8.71% WLV 58.58% 0.71%  25.56%
DISCOVER BANK 14.79% 6.47% 1.74%  34.14%
CAPITAL ONE BANK USA N.A. 11.15% 8.46% 1.29%  32.31%
CAVALRY SPV I LLC 9.73% 6.97% 0.69%  29.90%
BANK OF AMERICA N.A. 19.13% 6.37%  38.40% 2.44%  33.66%
TD BANK USA N.A. 6.60% 7.41% 0.48%  18.66%
CITIBANK (SOUTH DAKOTA) N.A. 13.37% 5.86% IEAREL 1.24%  28.39%
AMERICAN EXPRESS, AMERICAN EXPRESS CENTUR.. | 16.38% 6.59% 36.44% 1.36% 39.23%
LVNV FUNDING LLC 10.63% 7.73% 1.38%  26.54%
WELLS FARGO BANK, N.A. 17.86% 4.60% 0.82%  36.31%
SYNCHRONY BANK 6.89%  13.59% 1.40%  30.19%
UNIFUND CCR LLC 11.23% 5.36% 1.40%  35.74%
CACH LLC 8.88% 6.55% 0.70%  34.57%
BARCLAYS BANK DELAWARE 14.17% 8.86% 1.13%  28.31%
ONEMAIN FINANCIAL GROUP LLC & SPRINGLEAF FI.. 7.55%  12.50% PNl 0.42%  21.51%
FORD MOTOR CREDIT COMPANY LLC 5.09% 6.06% IIErL 0.54%  36.99%
CHASE BANK USA N.A., JPMORGAN CHASE 13.98% 5.70%  42.57% 0.55%  37.20%
LOBEL FINANCIAL CORP 1.53% 24.31% PSR E 2.30%  15.45%
CROWN ASSET MANAGEMENT LLC 12.69% 6.28% LRI 0.48%  32.39%
JEFFERSON CAPITAL SYSTEMS LLC 5.22%  12.08% ITReI0ls 1.14%  22.66%
VELOCITY INVESTMENTS LLC 14.42% 8.12% 1.48%  29.40%

DEPARTMENT STORES NATIONAL BANK 13.03% 5.32% 57.03% 24.62%
CREDIT CORP SOLUTIONS INC. ASSIGNEE OF SYNCH.. 7.90% 8.14% 70.77% 0.55% 12.64%
ABSOLUTE RESOLUTIONS INVESTMENTS LLC 19.47% 6.08% 0.85% 25.93%

Sub-prime lenders are distributed with a skew toward Hispanic and Black
consumer defendants. TD Bank, Target’s contracted card issuer for its store
credit card, the Target Red Card, files more than 67 percent of lawsuits against
Hispanic defendants. Department store card and medical lender Synchrony also
shows disproportionate filings against Hispanic and Black borrowers. OneMain
Financial (previously known as SpringLeaf Financial Services), a sub-prime
installment lender, files most of its cases against the same demographic groups.
In automobile deficiency cases, Ford Motor Credit Company appears to sue
more frequently white and Asian borrowers, while sub-prime auto lender Lobel
Financial disproportionately sues non-white borrowers.

Fig. 6 shows the disproportionate filings of debt collection cases by county for
each of the counties in the sample set. The delta of the U.S. Census Bureau’s
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American Community Survey population distribution and percent of debt claims

filed is calculated under column “D.” In yellow are county-based racial
demographics overburdened by consumer debt cases by 3 percent or more.
Black borrowers in Los Angeles, Santa Clara, and San Bernardino are
overburdened by debt in some years by 3 or 4 percent, while white and Asian

borrowers are under-burdened by a similar percentage. In Santa Clara and Los
Angeles, the division is more stark, as reflects the income and racial
demographics and wealth gap of this county.

FIG. 6 DISPARATE DISTRIBUTION OF CALIFORNIA DEBT CASE BY COUNTY BY YEAR.

Year
L2016

2017

2018

2019

%020

Hispanic
White
Asian
Black
Other

Hispanic
White
Asian
Black
Other

Hispanic
White
Asian
Black
Other

Hispanic
White
Asian
Black
Other

Hispanic
White
Asian
Black
Other

LA %
46.1%
30.2%
11.1%
11.3%

1.3%

54.2%
23.1%
10.0%
11.5%

1.2%

58.6%
21.2%
9.0%
10.0%
1.2%

58.3%
21.1%
10.5%
8.7%
1.3%

59.1%
19.6%
9.9%
10.5%
0.9%

ACS %
48.50%
26.30%
14.40%

7.80%
0.70%

48.60%
26.00%
14.60%
7.80%
0.70%

48.60%
25.90%
14.60%
7.80%
0.70%

48.60%
25.90%
14.50%
7.70%
0.60%

48.30%
25.90%
14.60%
7.80%
0.80%

D

-2%
4%
=3%
4%
1%

6%
-3%
-5%

4%

1%

10%
-5%
6%
2%
0%

10%
-5%
-4%
1%
1%

1%
-6%
-5%
3%
0%

S5an Bern'%
53.4%
36.6%

2.6%
6.8%
0.7%

56.6%
28.9%
5.0%
8.9%
0.7%

57.4%
30.9%
3.9%
7.3%
0.5%

55.6%
30.2%
5.2%
8.8%
0.2%

63.2%
22.9%
4.5%
8.1%
1.3%

ACS %
52.80%
29.20%

6.90%
8.10%
0.70%

53.40%
28.40%
7.10%
7.80%
0.90%

54.00%
27.80%
7.00%
7.80%
0.70%

54.40%
27.10%
7.70%
7.20%
0.70%

53.80%
27.60%
7.20%
7.70%
0.80%

D

1%
%
4%
1%
0%

3%
0%
=2%
1%
0%

3%
3%
=3%
0%
0%

1%
3%
-3%
2%
0%

9%
-5%
-3%

0%

0%

Fresno %
58.5%
29.4%

9.3%
21%
0.8%

54.1%
29.7%
8.8%
6.9%
0.5%

57.7%
29.4%
8.5%
3.7%
0.7%

57.4%
271%
9.3%
51%
1.1%

62.4%
26.6%
7.0%
31%
0.9%
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ACS %
52.80%
29.90%
10.30%

4.60%
0.60%

53.20%
29.30%
10.10%
4.50%
0.80%

53.50%
28.90%
10.20%
4.20%
0.40%

53.80%
28.60%
10.10%
4.40%
1.10%

54.30%
28.70%
10.40%
4.40%
0.60%

D
6%
1%
1%
-3%
0%

1%
0%
1%
2%
0%

4%
0%
2%
1%
0%

4%
2%
1%

1%

0%

8%
2%
-3%
1%

0.3%

S Clara %
34.7%
32.7%
26.5%

4.1%
2.0%

38.0%
27.8%
29.7%
3.8%
0.6%

421%
26.9%
28.0%
1.5%
1.5%

43.3%
23.2%
29.7%
2.9%
0.8%

49.0%
19.9%
27.9%
1.7%
1.5%

ACS %
25.9%
32.2%
35.4%

2.3%
0.9%

25.6%
31.4%
36.2%
2.4%
0.8%

25.3%
30.9%
37.0%
2.4%
0.7%

25.0%
30.4%
37.6%
2.4%
0.9%

251%
30.6%
37.4%
2.3%
0.6%

9%
0%
-9%
2%
1%

12%
-4%
6%
1%
0%

17%
4%
9%
1%

1%

18%
1%
-8%
1%
0%

24%
1%
-10%

1%
1%
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CENSUS TRACT ANALYSIS

FiG. 7 FRESNO COUNTY PREDOMINANTLY WHITE CENSUS TRACTS - LAWSUITS FILED BY PREDICTED

RACE
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Debt collection lawsuits in the four study counties
were identified by census tract identification
number. A census tract is a unit of measurement
created by the U.S. Census Bureau that is a
small, relatively permanent statistical geographic
subdivision generally made up of a population
size between 1,200 and 8,000 people.*? Data
from the 2020 U.S. Census shows the median
income of each census tract. The predominant
race was extracted from each census tract and
the filings against consumer defendants by race
were overlaid on these data points.

Predicted Race £
. Asian
Black

. Hispanic
Other

. White

A snapshot of census tract data shows that in predominantly white census
tracts, as in Figure 7, showing 26 census tracts in Fresno, Hispanic consumers
are disproportionately sued. Fresno’s predominantly white census tracts have a
wide distribution of median income levels; however, in most of these census
tracts, more people of color than white people are sued to collect debts.
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FiG. 8. LoS ANGELES COUNTY Low- AND MODERATE-INCOME CENSUS TRACTS - LAWSUITS FILED BY

PREDICTED RACE
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_. In Figure 8, which

shows 25 mostly
low- to moderate-
income census
tracts in Los
Angeles County,
where Black and
Hispanic borrowers
make up the
majority of
residents, lawsuits
are filed relatively
evenly across the
distribution of these
two races, reflecting
the diversity of this
county. Data on
debt collection
lawsuits in lower-
income census

. tracts may be

helpful for
correlating the

presence of debt collection cases with the prevalence of payday and storefront
high-cost lenders, and the absence of community banks.

Santa Clara County’s moderate income predominantly Asian census tracts
show a distribution of filings by race, which may be reflective of Santa Clara
County’s high cost of living, which is more than double the national average, and
with a housing cost 322 percent higher than the national average.*’
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FIG.9 Los ANGELES COUNTY Low-INCOME CENSUS TRACTS: LAWSUITS FILED BY PREDICTED RACE
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In some census tracts in Los Angeles County,
median income levels hover at or below
$12,000 per year. Many of these households
are likely below the California income-level
threshold for garnishment of wages or levy of
a bank account, which yields a non-collectible
judgment for a creditor. Yet, these low-income
consumers are being sued in court to collect
debts. Fig. 9 shows many households with
income levels below the federal poverty
level.#? California has a high cost of living,
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S19 with census data, raises questions about the
= availability of predatory, high-cost credit in
5 very low-income areas.
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REPRESENTATION BY AN ATTORNEY

Attorney representation is measured by whether there is an attorney of record
on file during any part of the court case and is extracted from the court case
management fields for attorney and law firm. Civil procedure is complicated, and
it is exceedingly difficult for litigants to navigate the court process without an
attorney. Although the California courts provide some self-help guidance,
unrepresented litigants are tasked with filling out complicated forms to respond
the lawsuit, and then once they have responded, the litigation process may
involve discovery, in which consumers must draft responses to written requests
for information. Creditor plaintiff attorneys may file motions to try to resolve the
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case before trial, presenting additional barriers for unrepresented consumers.
Consumers who represent themselves at trial must master the rules of evidence
and know how to present witness testimony. Research shows that civil litigants
with lawyers are from eight to 200 times more likely to win a case than those
who are unrepresented.*?

Rates of attorney representation do not capture the myriad ways that consumer
litigants may receive help with their cases. For example, court record data does
not capture assistance provided by legal aid offices or self-help centers that
provide unbundled limited scope legal services or provide free legal information.
In each of the counties studied, legal aid offices offer unbundled services
through which consumer litigants who qualify for free legal aid with help filing an
answer or understanding the next steps in their case. Having attorney
representation changes the distribution of case outcomes, resulting in fewer
entries of judgment and more case dismissals.**

Creditor plaintiffs are always represented by attorneys in California civil court.*®
In the full data set of 2.2 million records, consumer defendants are
unrepresented in between 95 and 99 percent of cases. In the sample set of four
counties over five years, the rates of representation are slightly higher than this
range, likely because this sample set only includes cases in which the plaintiff
returned a proof of service, increasing the rate of engagement and the rate at
which defendants sought legal assistance. Representation by counsel varies by
race. Asian and white defendants are more likely to have an attorney, although
the rates of representation for all races is abysmally low.

FiGg. 10 ATTORNEY REPRESENTATION RATES BY RATES IN CALIFORNIA DEBT CASES.

Percent Attorney Representation by Predicted Race

Asian Other White Black Hispanic
Attorney Represented = 5.32 J 4o |2 2.47 | 229

Unrepresented 94.68 B b 97.53 97.71

Get the data - Created with Datawrapper

White and Asian borrowers were almost twice as likely as Black and Hispanic
defendants to have an attorney. White defendants in the sample were
represented by an attorney in 3.82 percent of cases, while Asian defendants
had counsel in 5.32 percent of claims. Black borrowers only had an attorney in
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2.47 percent of cases and Hispanic defendants in 2.29 percent of cases. The
rates of filing of a responsive pleading comport with rates at which consumers
are represented, indicating that consumer defendants who are unrepresented
have a very difficult time navigating the civil litigation system to file and answer
and proceed with defending the case.

FiGg. 11 ANSWERS FILED BY RACE IN CALIFORNIA DEBT CASES 2016-2020

Percent of Cases with Answers Filed by Predicted Race
Asian [Jjj Other White [JljBlack [ Hispanic [ All Cases
77

6.67

44
Percent of Cases with Answers Filed
5.54
43

537

m‘

Get the data - Created with Datawrapper

Overall, the rate of answer in the four counties studied was lower than in the full
data set measured, with an average of 5.37 percent of defendants responding to
the case. This is lower that the answer rate during 2016-2020 of 7 percent
across the full set of California counties for which researchers have data.*®
White and Asian defendants were more than twice as likely to respond to the
lawsuit by filing an answer with the court across the entire study, although these
rates of defendant engagement are still very low. White and Black defendants
filed an answer with the court in 5-6 percent of cases, and Asian and defendants
of other races answered in 7-8 percent of matters. Hispanic defendants only
filed an answer in 4.3 percent of cases.

CAse OUTCOMES BY RACE

Case outcomes show disparities by race. Debt collection cases filed against
Black and Asian defendants result in judgments at a higher rate than cases filed
against white and Hispanic consumers. Judgments were entered against
consumers in 71 percent of cases, with dismissals in 20 percent, yet Black
borrowers had judgment entered against them in 75 percent of cases, and
Hispanic defendants in 73 percent. Nine percent of cases had no disposition at
the time the data was collected, as the cases were still pending.
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FiG. 12 CASE DISPOSITION BY PREDICTED RACE

Case Disposition by Predicted Race
[l Entry of Judgment [l Dismissal [l No Disposition

) 75.0%
73.0% 72.0%

Hispanic Black White Asian Other Overall

Get the data * Created with Datawrapper

Black and Hispanic borrowers were more likely to have judgments entered
against them than the average across all records studied, while Hispanic
consumers had cases end in judgment at the average rate and saw a higher
rate of cases dismissed. Cases may be dismissed because a consumer
negotiated a settlement or because the plaintiff was unable to serve the
defendant. Cases show in the data as still pending when the case is ongoing in
the court system. The higher rates of answers filed and of attorney
representation likely account for some difference in the lower rate of entry of
judgment for white and Asian defendants. However, this explanation does not
fully explain the higher rates of entry of judgment against Black and Hispanic
borrowers.

CONCLUSION

While court record data is insufficient to draw causal inferences, the exploratory
data analysis conducted here shows that the California courts are used
disproportionately to collect debt from Hispanic defendants. California is a
multicultural, heterogeneous state, but the burden of debt collection lawsuits
does not fall equally on all its residents.

California’s recent legislative reforms to protect the income and assets of low-
income debtors are steps in the right direction, but additional reforms are
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necessary to ensure that fewer debt collection cases end in judgment against
unrepresented consumers. Reforms may take the form of innovations in self-
help, or in a revision of the complex processes of civil court, including a
reconsideration of the burden of the filing fee required to respond to a debt case.

This study examines where debt collectors sue in California to collect defaulted
debt, mapping the prevalence of debt collection lawsuits by county and census
tract. The debt collection lawsuits do not exist in a vacuum. They are the result
of lending practices and the relationship between race and subprime lending of
high-cost credit products is a likely driver of racial disparities in debt collection
lawsuits. The findings in this study are intended to spur a conversation about the
origin of debt collection claims, and about the role of the courts one-sided
litigation that is directed primarily at communities of color in California.
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