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GOOD DEBT, BAD DEBT, AND UPWARD MOBILITY 
An Analysis of San Antonio’s West Side Families 

 
The Center for Public Policy Priorities and the Annie E. Casey Foundation share the belief that to secure positive futures for 

children, we must help their families and communities provide the needed resources and supportive environments. This paper 

analyses the data collected by Making Connections-San Antonio about the debt, credit, and assets of low-income families 

living in the West Side of San Antonio, Texas. Based on these data, we recommend policies to increase savings rates and 

provide low-income, urban families in Texas access to short-term capital to meet unexpected needs while creating a regulatory 

environment for credit services, including payday loans and automobile title loans. 

Introduction 
The Making Connections target neighborhood (San Antonio’s West Side) 

typifies many lower-income areas of the country.  It is a striving 

community with deep familial ties and deep impediments to economic 

security.  Fringe financial services—such as payday and automobile title 

lenders—cluster near commercial centers and extract wealth from the 

community.  Most decent jobs are located outside the area, creating costs 

and additional challenges for transportation and child care.  Nearly half 

(45 percent) of the families reported difficulty making ends meet.  At the 

same time, 55 percent of residents live in owner-occupied homes (30 

percent free and clear, 25 percent mortgaged).  In addition, more than half 

(55 percent) of respondents either received their GED or graduated from 

high school. The average income was $25,169 per year.1   

For most households and individuals in the neighborhood, debt—either 

short-term or long-term—remains a common denominator.   Residents 

with scant access to mainstream financial institutions rely on fringe 

financial institutions (such as payday lenders). In fact, 64 percent of 

respondents reported using such services.  Residents with more income and 

education carried more long-term debt, including both loans with liens 

and revolving credit card debt.  Forty percent of the respondents had 

“good” mobility debt (defined as debt that enables one to secure a better 

economic condition) and 73 percent had “bad” liability debt (defined as 

debt that undermines economic security), with an average total debt of 

$25,169 (see below for more details).   

Making Connections-San Antonio 

Making Connections-San Antonio, began in 

2001 as a place-based initiative of the Annie 

E. Casey Foundation that works primarily in 

San Antonio’s West Side, a 24-square mile 

area with 134,000 residents in 37,000 

households.  Making Connections-San 

Antonio works collaboratively with residents, 

non-profits, faith-based organizations, 

businesses and governments to improve the 

lives of children by transforming 

neighborhoods and supporting families.  

Their initiatives include small business 

development through workforce training, 

income support through increased 

participation in the Earned Income Tax 

Credit and the Volunteer Income Tax 

Assistance programs, financial education, 

early-reading interventions, and improved 

child care.  For more information, see 

www.mc-sa.org.    
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The Problem  
Working families’ long-term financial security depends on 

saving for the future and accumulating assets such as a 

home, education, or retirement savings. Yet even with full-

time, year-round employment, many working families 

with children have difficulty saving for the future.  With 

no savings or assets, low-income families cannot plan for 

the future and have no cushion against sudden 

unemployment, serious illness, or a family emergency, 

trapping them in a cycle of poverty that may increase their 

reliance on government assistance. 

Unfortunately, “asset poverty”—a family’s inability to live 

at or above the poverty line for three months if their 

income were disrupted—is even more pronounced in 

Texas than income poverty.  While 16 percent of Texas 

household incomes are beneath the federal poverty line, 

one in four Texas households (26.3 percent) are asset 

poor.2  

Texas lags behind other states on most major asset 

measures: 

• Texas ranks 43rd in asset poverty. One-fifth of 

Texas households have zero net worth.3 

• Texas ranks 42nd in the percentage of residents 

without a savings account (53.2 percent).4 

• Texans have the lowest average credit scores in the 

nation (TX average=669; US average=693).5 

• Texans rank high on the average number of 

accounts currently past due (TX average=1.64; US 

average=1.05)6 

• Texas ranks 44th in the nation in the rate of 

homeownership.7  

• Texas households have an average net worth of 

$35,942, ranking 45th nationally.8 

Over the past few decades, state-level policy decisions 

stunted the ability of low-income Texas households to save 

and accumulate assets for greater economic security.  

Because of lax predatory lending regulations, wage 

compression, and restrictive asset tests for public benefit 

programs, Texas ranks high on both income poverty and 

asset poverty.   

Additionally, too many Texans lack health insurance 

coverage, exposing many households to high medical 

expenses and debt that threaten financial stability and 

undermine access to fair credit.   

To top it all off, because Texans have the lowest average 

composite credit score in the U.S., they must pay higher 

costs for all forms of credit, including automobile loans, 

credit cards, and home mortgages.   

Key Findings9 
Our analyses focus on how the social and demographic 

characteristics of 804 households in the Making 

Connections-San Antonio target area relate to their 

financial experiences. Based upon our policy interests and 

the data available to us, we sought to answer the following 

questions: 

1. Do a family’s demographics, traditional economic 

characteristics, or personal safety net predict 

whether they participate in fringe financial 

markets? 

2. Do a family’s demographics, traditional economic 

characteristics, or personal safety net predict 

whether they hold liability or mobility debt? (See 

Table 1 for definitions) 

3. Do a family’s demographics, traditional economic 

characteristics, or personal safety net predict 

whether how much savings they have? 
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Table 1 

Variable Definitions 
Demographics • Citizenship 

• Employment 
• Number of children in household 
• Educational attainment 
• Race/ethnicity10 

Traditional economic 
characteristics 

• Household income 
• Household savings 
• Received government assistance (including TANF, Food 
Stamps, or Section 8 housing vouchers) 
• Hardship = yes if they were unable to pay for any of the 
following: 

o Mortgage 
o Utilities 
o Phone 
o Food 

• Received financial help from family  
Personal safety net • Homeownership 

• Health insurance coverage in household 
• Household income 

Participation in fringe financial 
markets 

• Yes = participation in any of the following 
o Check cashing facilities 
o Money transfer facilities 
o Pawn shops 
o Borrowed money against paycheck 

Mobility debt • Yes = have any of the following 
o Home mortgage 
o Home improvement loan 
o Home equity loan 
o Student loan 
o Car loan11 

Liability debt • Yes = have any of the following 
o Medical bills 
o Credit card bills 

Savings • Total amount of savings 
 

Measuring Debt 
To tackle the issues of family economic security and asset 

development, we need a more nuanced understanding of 

consumer and household debt.  With our study design, we 

set out to differentiate various categories of consumer debt.  

For example, we defined debt incurred to attend 

postsecondary education as distinct from most credit card 

debt or payday or auto title loans. The former is designed 

to advance employment and economic prospects, and the 

latter typically detracts from economic security.  We 

established two distinct categories of household debt to 

guide our statistical analysis and interpretation: 

Mobility Debt is a composite measure of student loan 

debt, automobile debt, and home improvement or 

mortgage loan.  This category refers to the typical types of 

debt incurred by economically mobile individuals and 

families.  This type of debt is generally viewed as key to 

educational attainment, occupational mobility, and asset 
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ownership.  In many ways, mobility debt can spur asset 

acquisition and development.   

Liability Debt is a composite measure of medical and 

credit card debt.  This category refers to the type of debt 

that generally undermines economic security for 

individuals and families.  Overall, liability debt does not 

contribute to asset development, but rather stunts user’s 

ability to achieve financial stability.  

 
Debt Findings 
Households with Mobility Debt (e.g., Home 
Mortgage, Student Loan) 
Not surprisingly, when compared to individuals with an 

eighth-grade education or less, households with more 

education were more likely to have mobility debt. Those 

with: 

• a GED—253 times more likely, 

• some college–479 times more likely,  

• a bachelor’s degree—1432 times more likely, and  

• a graduate degree –1943 times more likely. 

Respondents who owned their home and households 

where everyone was insured were also more likely to have 

mobility debt. 

These findings are consistent with the fact that the longer a 

person is in school, the more student loan debt they are 

likely to incur.  In addition, Texans with higher 

educational attainment tend to earn more and may be 

better able to purchase a home.12,13 Furthermore, 

individuals with higher earnings are more likely to work in 

jobs that provide benefits, including an option to purchase 

family health coverage. 

Households with liability debt (medical and 
credit card debt) 
The trappings of higher education, including wider access 

to credit and asset-owning aspirations, not only lead 

households to assume more productive mobility debt, but 

also to take on liability debt as well.  With elevated levels 

for both types of debt, many individuals encounter a 

different phenomenon than that faced by less-educated, 

lower-income residents.  With expanded access to credit, 

these individuals may be encountering the flip side of asset 

ownership and educational attainment:  the high cost of 

upward mobility.  

Households with liability debt were: 

More educated. When compared to those with less than a 

high school education, households with more education 

are more likely to hold liability debt. In one analysis: 

• Respondents with trade or vocational education 

were 143 times more likely to have liability debt; 

• Those with some college were 215 times more 

likely to have liability debt; and 

• Those with a bachelor’s degree were 564 times 

more likely to have liability debt than respondents 

with less than a high school education.  

Had more education debt. Not surprisingly, households that 

had education debt were also more likely to have liability 

debt. Adult workers paying for school may not have 

enough income to cover all of their expenses, increasing 

their debt in liability areas such as credit cards.  This 

spillover effect has implications for financial aid structures 

as well.   

Homeowners. Families who owned their homes were also 

more likely to hold liability debt. Those who own their 

home free and clear were 89 times more likely to have 

liability debt when compared to renters, while those with a 

mortgage were 176 times more likely to have liability debt.  

Homeownership gives families a foundation upon which 

to build credit.  Home-owning households likely have 

more access to credit and debt financing, and therefore 

easier credit card approval. 

Insured. The more members of a family that are insured, 

the more likely they are to have liability debt. Those 

households where only some members are insured are 67 

times more likely to have liability debt, while those where 

all are insured are 185 times more likely to have liability 

debt when compared to those without insurance.  
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While the Making Connections data does not allow us to 

explore the causal reasons behind the debt, recent research 

may point to the connection.  National survey data reveals 

that a higher percentage of privately (88.6) and publicly 

insured people (85.5) had health care expenses than the 

uninsured (59.3 percent).  Median annual out-of-pocket 

medical expenses also were higher for those with private 

insurance ($255) compared to people with public ($8) or 

no insurance ($225).14 Another recent survey found that 

nearly two-thirds (62 percent) of people with medical debt 

had health insurance at the time they received care.15  

Reasons for these differences may be due to the care 

patients with different insurance status receive. For 

example, uninsured individuals may be less likely to have 

medical debt because:  

• They get less care. For example, nearly 60 percent 

of the uninsured with chronic conditions report 

that they do not have all medications filled due to 

cost.16   

• Much of the care they do receive is provided 

through charity care.17 

Households that Participate in Fringe Financial 
Markets 
Households that utilize fringe financial markets tend to be in 

greater financial need, less educated, and non-citizens. 

Households that participated in fringe financial markets 

were more likely to have received help from the 

government, or had a difficult time making ends meet.  

Households that did not participate in fringe financial 

markets were more likely to be citizens and have a 

bachelor’s degree.  

The exclusive or predominant use of fringe financial 

services can be a function of residential location or income 

status, while also preferring to reject mainstream financial 

services and wider access to credit and broader exposure to 

revolving debt.  Our analysis revealed a relationship 

between participation in fringe financial markets and 

reliance on government assistance and difficulty in making 

ends meet.  These findings are supported by Figure 1 

which shows how fringe financial institutions (e.g., pawn 

shops and payday lenders) in San Antonio tend to target 

areas of greater economic need.  However, these fringe 

financial providers have a large and increasing presence 

throughout the San Antonio metropolitan area.   

Our findings also support the view that low-income, 

financially struggling households, non-citizen households, 

and households with less education are not fully in the 

financial mainstream.  As such, these households may feel 

that their only financial outlets, particularly in a crisis, are 

fringe financial markets (e.g., check cashing facilities, 

payday loans) that offer exorbitant interest rates and 

unrealistic terms, further reducing the family’s economic 

security.  

Fringe financial services are widely available in Texas, 

especially in lower-income neighborhoods like San 

Antonio’s West Side.  According to the Brookings 

Institute, more than 136 payday lenders and 116 non-bank 

check cashers dot San Antonio, with many 

neighborhoods—including the West Side—exposed to 

tremendous proliferation of these fringe institutions.18  

Largely due to Texas’ lack of regulations governing the 

payday lending industry, the number of payday lenders has 

increased significantly—to over 2,800 storefronts across 

the state.19  In a survey conducted at volunteer income tax 

assistance (VITA) sites, Texas Appleseed discovered various 

trends relating to payday lending: 

• The most common reasons for taking out a 

payday loan include paying bills, buying food or 

gas, rent, or an emergency situation; 

• Most respondents went to family or friends before 

taking out a payday loan, going to a pawn shop, or 

using a credit card; 

• Of the payday loan borrowers, 45 percent used the 

product more than once a year, while nine percent 

of borrowers used payday loans at least once a 

month.20 
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Households with Savings 
were… 
More educated. Households with 

members holding bachelors or 

graduate school degrees had more in 

savings than those with an 8th grade 

education or below. In one analysis, 

households with a member who had 

a bachelor’s degree had $5,784 

more in savings than those with less 

than an eighth grade education, 

while households with a member 

holding a graduate degree had 

$28,289 more in savings.  This is 

not surprising given that Texans 

with higher educational attainment 

also have higher earnings, 

potentially allowing more 

opportunity for savings.21,22 

Furthermore, individuals with 

higher earnings are more likely to 

work in jobs that provide benefits, 

including retirement savings 

programs.23 

Less in need. In addition, households that were finding it 

hard to meet their basic needs had $3,859 less in savings 

than those that were able to meet their family’s basic needs.   

The ongoing financial crisis reaffirms the importance of 

savings in improving or stabilizing family economic 

security.  Over the past several years, federal monetary 

policy suppressed interest rates to boost consumer lending 

and homeownership.  With the credit crisis, this approach 

intensified, pushing the federal funds rate to historically 

low levels.  As such, the national savings rate had declined 

from 2001 (3.4 percent) to 2005 (-0.6 percent), before 

rising in the wake of the recent U.S. recession; the national 

savings rate for the fourth quarter of 2008 jumped to 3.3 

percent.24  During this period and beyond, many U.S. 

consumers—unable or unwilling to save—have used credit 

facilities (i.e. home equity lines of credit; credit cards) as a 

proxy for actual (cash) savings.   

We found more savings among the more educated in San 

Antonio’s West Side.25 Cash savings can serve as a buffer 

against unexpected costs, illness, or job loss.  With 

tightening lending standards and increasing 

unemployment, adequate savings are even more important 

to the overall financial health of individuals and families.  

These issues—low interest rates for savings and low, 

stagnant wages—significantly challenge households like 

those in the Making Connections target area.   

These findings reinforce the importance of statewide 

programs and initiatives to encourage low-income 

households to save. Savings vehicles could include: 

• matched college savings accounts,  

• Individual Development Accounts (IDAs), and  

Figure 1
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• support for community tax centers that encourage 

tax filers to save a portion of their tax refunds.        

Summary and Policy Recommendations 
In many ways, the Making Connections target area is a 

microcosm of the best and worst opportunities in Texas’ 

financial and social systems.  As with the target 

neighborhood, Texans have a deep connection to their 

communities and strongly value family and an 

independent path to self sufficiency.  But, low- to middle-

income Texans often falter on their path to prosperity due 

to: 

• periodic economic downturns,  

• little public support for asset development,  

• little financial education in our schools or 

communities, and  

• little regulation to protect consumers from 

predatory lenders,  

To improve economic security, Texas should: 

• Create a statewide IDA program.  Through an 

existing federal program—the Assets for 

Independence Act—sponsoring organizations 

need to raise non-federal match in order to qualify 

to receive federal grants.  Individual Development 

Accounts are restricted matched savings programs 

geared towards a first home purchase, 

postsecondary education, or small business 

development.  Because Texas lacks a structured 

way to support local organizations raise these 

funds, many areas throughout Texas are not 

served by IDA programs, and Texas’ use of IDA 

programs has suffered compared to other states 

with an IDA infrastructure.   

• Implement a robust Volunteer Income Tax 

Assistance (VITA) program. Through the VITA 

program, community tax centers could be a focal 

point for financial education and savings 

opportunities. The American Recovery and 

Reinvestment Act establishes several new and 

expanded refundable tax credits that provide 

opportunities for greater outreach, matched 

college savings accounts.  

• Ensure stable funding for broad-based consumer 

education. 

• Create a licensing and regulatory structure for 

short-term lenders, especially payday and 

automobile title lenders. The onset of an economic 

downturn, including deteriorating wages and rising 

unemployment, creates an urgent need for this 

protection for Texans. Texas should close the Credit 

Services Organization (CSO) loophole which 

enables a broad range of entities—including 

payday lenders—to extend credit without 

meaningful state oversight.   

• Aid businesses that support household economic 

security through automatic savings, flexible 

spending accounts, tuition reimbursement, and 

other work and savings supports.  

• Encourage marketing and development of lower-

cost products with better terms and underwriting. 

• Improve access to subsidized child care, which 

remains a significant household budget item for 

Texas lower-income families due to limited 

availability. 

The ongoing financial crisis is a “teachable moment” about 

the negative aspects of irresponsible lending.  As such, we 

plan to introduce the concepts of “mobility debt” and 

“liability debt” to ongoing policy debates about predatory 

lending, financial regulation, (postsecondary) financial aid, 

savings campaigns, and financial education.   
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