No Clear Relationship Between Wage Seizure
consumerLaw ~ Protections and Access to Credit

Center
February 2024

National

HOW STATE AND FEDERAL LAWS
RESTRICT WAGE SEIZURE

When creditors sue consumers in court for debts, one
of the ways that they can usually collect on any
judgments they receive is to seize a portion of the
consumer’s wages.

Federal and state laws specify the amount of wages
protected from seizure, with a focus on ensuring that
the consumer can still afford to pay for critical expenses like rent, health care, food, and
transportation to work.

But state protections vary significantly from protecting only the federal minimum ($217.50 per
week) to banning wage garnishment altogether for most debts.!

NO CLEAR EVIDENCE THAT LIMITS ON WAGE SEIZURE LIMIT
ACCESS TO CREDIT

When state advocates seek to increase protections for working people’s wages, opponents,
broadly citing academic literature to support their position, often argue that increased
protections for wages will decrease access to credit or increase the cost of credit.

Upon closer inspection, however, many of these studies do not examine wage seizure at all, or,
when they do examine wage seizure directly, there are often significant limitations to the study.

Additionally, opponents to strengthening protections for wages neglect to mention academic
literature suggesting that wage seizure protections may improve credit access or that the
benefits of the protections outweigh the costs.

Ultimately, the relevant academic articles do not show a clear relationship between increasing
the protections from wage seizure and decreasing access to credit.

Many of the articles do not speak to the relationship between wage seizure and
access to credit.

Instead of directly addressing the relationship between wage seizure and access to credit, many
academic articles:

= Examine collection restrictions generally but do not examine increased protections from
wage seizure specifically;?

= Explicitly or implicitly exclude garnishment from their analyses;? or

= Specifically examine other types of collection restrictions and not wage seizure.*
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When academic articles directly address
wage seizure, there are frequently important
limitations to the referenced studies. ’

The studies that do explicitly consider wage seizure
protections often suffer from important limitations,®
such as:

nun""y :

\‘r_
= Failing to show that their findings are
actually the result of the debt collection laws they are analyzing;’ or

= Focusing their analyses on a single
category of credit;®

* Failing to use the standard statistical approach for their study.®

Other research found a favorable relationship between wage seizure and access
to credit.

Some academic literature finds that wage seizure protections may improve access to credit or
that the benefits outweigh the costs.

= A 1990 study concluded that wage seizure protections actually raised the amount of
credit available and increased net benefits to consumers and credit providers.®

= Even if wage seizure protections do decrease credit access, the benefits of those
protections could outweigh the costs.®

For more information about how to improve wage seizure protections in your state, see No

Fresh Start 2023: Will States Let Debt Collectors Push Families Into Poverty as the Cost of
Necessities Soars? (Dec. 2023) or contact National Consumer Law Center senior attorneys
April Kuehnhoff (akuehnhoff@nclc.org) or Michael Best (mbest@nclc.org).
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