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Abstract The rapid growth of personal debts becomes a real 
problem for many households. A lot of attention to credits 
constrains and lack to credit supply leads to irresponsible 
lending. Importance of individuals default for creditor 
explores a number scientist however the consequences of 
factors determining insolvency to the customer himself 
remains little examined. In nowadays when people use 
borrowed money for consumption, resolving insolvency 
becomes inevitable and familiarity with factors influencing 
personal insolvency is important in solving individuals’ 
financial problems. A study has found the factors influencing 
credit desirability and main reasons of overtaking 
commitments. The consumer credit market is chosen for the 
analysis. 

Index Terms: personal insolvency, default, consumer credit, 
credit desirability, overtaking commitments. 

JEL: G21, G28, G33  
 

 

I. INTRODUCTION 
According to the System of Personal Credit History Data 

(October, 2013) 261 thousand persons (or 8.7 percent of 
population) had outstanding debts in Lithuania. The 
numbers indicate that a considerable amount of people are 
unable to control their commitments due to various 
reasons. Personal insolvency became not only a huge 
trouble in personal finance management but the problem of 
the society either. Analysis of scientific literature reveals 
that importance of personal welsh for creditor examines a 
number of researches. This topic is widely analysed from 
legal, social and psychological side. However factors 
influencing insolvency of Lithuanian citizens are nearly 
unstudied innovative topic. Concept of personal insolvency 
is a new enough in legal terminology and was described 
precisely only in 2013 when the Law for Natural Persons 
Bankrupt came into force in Lithuania. Usually researches 
focus on corporate credit risk management, relate 
insolvency with this kid of risk and analyse importance of 
default for creditors. So, as a rule significance of 
insolvency for the individual himself as well as factors 
determining noncompliance with covenant conditions 
remain unstudied. Various institutions present a number of 
debt instruments in recent years and persons more 
frequently rush into undertaking of risk decisions and often 
heavy debts swamped them. 
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A person capable to fulfil obligations responsibly is not 
only attractive for a creditor but able to create ones 
financial wealth. Contrary a person unable to carry out 
obligations runs a risk to incur more expenses and not to 
obtain ones financial goals. It is obvious that personal 
default is useless to him and to creditor; therefore it is 
important to know the factors influencing personal 
insolvency to decrease insolvency risk. Kiesilainen, 
Henrikon (2005) concluded that increase in the number of 
credits correspondingly rise the percentage of non-
performing loans. 

The object of this research is factors determining 
personal insolvency. The aim of the research is to establish 
the main reasons of undertaking commitments and 
consumer credits’ desirability factors. Methods applied in 
the article are as follows: comparative analysis of scientific 
literature, empirical qualitative method – expert survey, 
graphical representation of data. 

 

II THE THEORY OF PERSONAL INSOLVENCY 
Appearance of a credit as such has a long history related 

to human behaviour. The credit itself is the appearance as 
old as commerce and it is not surprising that credit market 
was developed enough in recent years (Thomas, 2000). 
According to Lander (2004) contemporary credit system 
motivates individuals to borrow and spend money and 
creditors to lend to prosper borrowers, lenders and the 
economy. Lending is useful because it helps to solve 
money shortage problem for a certain period. In addition 
increase of consumption influences economic growth. 
However, less consensus was obtained on whether easier 
access to credit is really useful for the borrower himself 
especially when he is obliged to pay higher interest (Karla 
&, Zingman, 2009). Behaviorist model states that 
disposition to meet the needs could lead to reckless 
underwriting. However, Karlan & Zingman (2009) affirm 
that non-productive lending considered critically as it 
usually leads to individuals’ default problems. 

Brennan, Gallagher (2007) note that international 
research project examining OECD countries established 
that general debt of households increases substantially 
during last decades and households debts still enlarge in 
majority of countries (except Japan and Germany). For 
majority of households such level of borrowing is not a 
problem if they have property the net value of which also 
increases or their income is above average (Brennan & 
Gallagher, 2007). For households with average or below 
average income in general borrowing capacity was very 
limited by 1970 (Getter, 2006). Thus many authors (Getter, 
2006; Kilborn, 2005; Reifner, Kiesilainen, Huls & 
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Springeneer, 2003, etc.) agree that for this reason a number 
of countries frequently encountered individuals default 
problem until 1980. 

Credit system of XX century in U.S. and Europe was 
described as follows: people who have money can easily 
borrow and can borrow a lot of money, whereas who do 
not have money - it is almost impossible (Kilborn, 2005). 
While the authors examined the problem of credit use and 
treated debtors‘ rejection as a sign of credit market 
imperfection (Getter, 2006), pace of credit market 
development began to increase rapidly at the end of 1970 – 
early 1980. Lander (2004) distinguishes two main reasons: 
firstly, liquidity restriction for borrowers were repealed, 
secondly, the decrease of interest rate. 

These events made households more dependent on 
changes of economic environment and increased 
sustainable debt risk of becoming unsustainable. Flexible 
lending standards stimulate competition between creditors 
and rapid economic growth determined increased demand 
for various forms of credits (Getter, 2006). A lot of 
attention to credit constrains and too little to credit supply 
determined the fact that not only financial institutions but 
also other credit providers allow individuals to obtain 
credit in many ways: via Internet, using short message 
services, etc. These innovations have made more 
convenient access to credit but the flip side of it has led to 
record levels of debts, irresponsible lending/borrowing 
practice, “extortionate” interest rates and an efficient legal 
framework for consumer protection (Lander, 2004). 

Summarizing, a rapid increase of credits in terms of 
availability and use was observed in recent decades. This 

happens due to wide possibilities of borrowing created by 
banks and impels people to exchange saving for 
consumption. Insolvent consumers necessarily appear in 
such credit market (i.e. not in a fit state to repay own debts 
and fulfil other financial obligations without reducing ones 
minimal expenses) that finally lead to social disjuncture, 
higher costs (due to fines, trials) and passive participant in 
economic development. 

 
III. REASONS OF PERSONAL INSOLVENCY 

Reasons of indebtedness could be as follows: 
unemployment, failure of business, personal problems 
(illness, divorce) or overconsumption. Behaviour strategies 
of debtor are very important seeking to avoid insolvency, 
but actions of creditors are equally significant (Reifner, 
Kiesilainen, Huls & Springeneer, 2003). There is lack of 
systematic data specifically evaluating preconditions of 
insolvency of a person or separate social groups’. Certain 
increase of possible personal insolvency could be related to 
future expected appreciation of credits. If a market lead to 
such situation borrowers with fluctuating interest rates 
should prepare for higher expenses to avoid to “bog down” 
the debt (Butkus, Jazbutis, Kelpšas, Laužikas, Velička, & 
Višinskis, 2005). 

Increasing number of borrowers and credit amounts 
proportionally rises the number of insolvent persons and 
insolvency scale in terms of money. Undue indebtedness of 
customers was evaluated in four dimensions according the 
Declaration of European Union 2001 (Reifner, Kiesilainen, 
Huls & Springeneer, 2003). 

 
 
 
 
 
 

 
Figure 1. Four dimensions of default reasons (according to Reifner, Kiesilainen, Huls & Springeneer, 2003) 

 
The scientific literature identifies two approaches of 

becoming insolvent: economic and social. An economic 
point of view focuses on consumer credit use and 
behaviour in credit markets. This attitude supports the idea 
that becoming insolvent is related to poor financial 
management, overestimated capabilities or to high interest 
rate on credit. Socially, researches are focusing on 
insolvent debtor analysis and established that any 
unforeseen factor (illness, changes in family, job loss, etc.) 
contribute to insolvency, weakening personal financial 
situation (Kiesilainen & Henrikon, 2005). Increase of 
indebtedness problems is also associated to economic 
downturn. Isolated causes of insolvency can be displayed 
on the chart (Fig. 2). 

A study conducted in EU countries found that 25-30 
percent of all personal bankrupts arise due to improper 
resource management or negligence. However the vast 

majority (around 70 percent) of all insolvencies is the 
outcome of financial obligations, increase or decrease of 
income (Gruodytė, Kiršienė & Astromskis, 2010). 
Furthermore it is proved that there are more insolvent 
persons in the countries with less developed consumer 
loans system than in those where this system is well 
functioning. 

In recent decades researches were especially interested 
in insolvency problems trying to establish the key 
psychological factors related to higher debt risk. One of 
them is favourable borrowing conditions and 
overestimation of borrower’s personal capabilities. People 
insufficiently estimate their capabilities to solve adverse 
events even when they are well aware of the likelihood of 
other people experience in the same failures (manifested in 
term of “It could happen next, but not for me”) (Kilborn, 
2005). People of all social categories are too much 
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confidence in ones judgments and sensitive to risk, even 
those who are more informed about the actual statistical 

probability of adverse events (Manning, 2000).  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 2. Approaches to personal insolvency (Reifner, Kiesilainen, Huls & Springeneer, 2003; Butkus, Jazbutis, Kelpšas, Laužikas, 
Velička, & Višinskis, 2005; Gruodytė, Kiršienė & Astromskis, 2010; Kiesilainen & Henrikon, 2005) 

 
Overconfidence that “This cannot happen to me” finally 

causes consumers to underestimate the probability of a 
possible liquidity crisis or default probability which may 
be due to a simple mismatch between current debt and 
future income (Kilborn, 2005). Hanson & Kysar (2000) 
note that the potential overestimation can overcome even 
great and good „achievable“ adverse events („it is 
impossible for me to happen this again“). Manning (2000) 
argues that even if the precisely measured objective of 
future costs and the risk of insolvency in the future 
outweigh the current benefits hyperbolic discounting 
distorts a person’s decision-making process and as a result 
financially disadvantageous decision is taken. 

 
IV. INSOLVENCY PROBLEMS IN CONSUMER 

MARKET 
It is very important to draw attention to the consumer 

credit market in term of insolvency and its reduction 
because usually people face with financial problems related 
to the use of consumer credit. According to The Bank of 
Lithuania (2013) one of the biggest problems in consumer 
loan market is inadequate estimation of customer’s 
creditworthiness. The Bank of Lithuania (2013) establishes 
that 20 percent of consumer credit providers do not assess 
client income, do not apply income to debt ratio, and often 
do not estimate even available commitments. Whereas 
accessibility to consumer credit services is notably big 95 
percent of agreements are made by means of 
communications, credit applications are taken 24 hours per 
day (The Bank of Lithuania, 2013). Such credit conditions 
are very opening and attractive to individuals with a week 
financial self-control who overtake risky decisions without 
estimating their financial capabilities and take advantage of 

credit proposal because the desire to have a good now is 
stronger than estimated unfavourable consequences in the 
future. The major share of consumer market is held by 
banks (Table I) according to the value of loans granted, but 
the most alarming are fast credit providers who sometimes 
charge for loans more than 200 percent interest per year. 
The consumer credit market often face the problem of 
personal insolvency because the borrower usually treats a 
consumer loan as quick money. 

 
TABLE I.  

DISTRIBUTION OF CONSUMER CREDIT MARKET ACCORDING TO THE 
VALUE OF ISSUED LOANS, % 

Consumer credit market participant Market share, % 
Banks 61 % 

Leasing companies 22 % 

Fast credit companies 14 % 

Credit unions 3 % 

Source: The Bank of Lithuania (2013) 
 
Though several types of consumer loans are available in 

the market and their regimentation could differ on 
international level however the concept itself does not 
change. Consumer loan – is such a loan when money is 
lent for a consumer (to purchase an item or service) against 
a certain interest rate; consumption usually occurs within a 
short period of time and no pledge or guarantee is required 
to secure the credit. Consumers could attain such loans not 
only in the bank or other companies’ but even without 
leaving their house. Thus proper evaluation of present 
capabilities to repay debt becomes even more important in 
terms of the demand of such credits. In the consumer 
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society where personal consumption represents the major 
part of gross domestic product the link between credit and 
consumption plays a key role in terms of over-indebtedness 
of individuals. 

Rising level of consumption in recent decades already 
surpassed disposable income and for example in U.S. the 
level of savings even reached the lowest point. The worst 
thing is that increased household consumption is not 
determined by the increase in income but most likely by 
the newly developed lending instruments (Yerex, 2011). 
Credit accessibility influences week financial planning of 
individuals because they are given the opportunity to 
consume now while disbursements defer for the future. 
The consumer credit market is chosen for analysis in this 
study to clarify the causes of such credit use and factors of 
their attraction. 

 
V. RESEARCH METHODOLOGY 

Expert evaluation method becomes popular to deal with 
cross-cutting issues recently. This qualitative research 
method was chosen in this paper. Expert evaluation is 
understood as generalized opinion of expert group. In other 
words, expert evaluation method is described as a 
procedure that allows to coordinate expert opinions and to 
develop a single decision. Significant impact on the 
reliability of expert opinion does the line and features of 
the expert themselves. Experts should be able to solve the 
problem reliably and efficiently (Augustinaitis, Rudzkienė, 
Petrauskas & Dagytė, 2009). Great importance to the 
quality of the experts’ assessments and results has 
competence of experts and determined number of experts. 
It is assumed that sufficient member of experts is from 5 to 
9, so 8 experts were chosen in this study, but only 6 of 
them sent back questionnaires. The experts were selected 
based on undenominational group selection method – 
purposive group selection method. The survey sample 
consists of 6 anonymous experts, working in 4 different 
Lithuanian financial companies granting consumer loans 
(Table II). 

 
TABLE II. 

 EXPERTS’ CHARACTERISTICS BY POSITION AND WORK EXPERIENCE 
IN THE FIELD 

Expert  Position Work experience 
Expert  1 Head of the department 

which serves customers 
with no debts 

5,5 years 

Expert  2 Head of the department 
who works with debtors 

5 years 

Expert  3 Head of the department 
that decides on the granting 
of loans 

3 years 

Expert  4 Personal finance 
management expert 

5 years 

Expert  5 Private banker 3 years 
Expert  6 Customer service manager 4,5 years 

Individual questionnaire expert evaluation method was 
used. Questionnaire with six possible alternatives was 
presented for the experts (Table III).  

TABLE III.  
PRESENTED ALTERNATIVES FOR EXPERTS IN QUESTIONNAIRE 

The main reason of debts Factors mostly affecting 
consumer credit 

attractiveness 
A – to purchase expensive 
goods immediately 

A1 – lower monthly instalments 

B – to solve liquidity 
problem (job loss, serious 
illness, etc.) 

B1 – shorter loan maturity 

C – to maintain the level of 
liquidity, which gives a 
sense of security 

C1 – lower interest rate 

D – to refinance previous 
debts 

D1 – flexible repayment 
possibility 

E – to support standard of 
living beyond owns means 

 

F – overtaken without the 
predetermined purpose, 
tempted by an attractive 
loan offer 

 

 
The experts evaluate these alternatives in accordance 

with the scale presented in the questionnaire in the interval 
between 0 (the least or the statement invalid in any case) to 
10 (the strongest or the statement valid in all cases). 
Questionnaires were sent to exert via e-mail, however only 
6 agreed to answer (25 percent refused or ignored the 
request). 

The selected data were processed using SPSS program. 
The data were analysed in the following steps in order to 
assess them accurately: 

- entering research data into a metrics; 
- checking the reliability of the questionnaire 

calculating Cronbach’s alpha coefficient; 
- ranking assessments of experts; 
- checking the compatibility of experts opinions 

after calculation the coefficient of concordance; 
- determining the competence of experts 

involved in the study; 
- sorting by frequency reasons of commitment 

undertaking and consumer credit attractiveness. 
 

VI. RESEARCH RESULTS 
Identification of Main Reasons of Undertaking 
Commitments 

Results of 6 anonymous surveyed experts’ 
assessments are presented in Table IV. 

The degree of questionnaire reliability was tested before 
the analysis of experts’ assessment. Cronbach’s alpha 
coefficient was calculated using SPSS program which is 
equal 0.816 and means that questionnaire with alternatives 
of the causes of liabilities were set up properly. Presented 
alternatives for experts correlate with each other with 95% 
reliability, i.e. they reflect the subject of the research, so 
the questionnaire can be considered as a reliable and stable. 

In addition, analysis of different alternatives correlations 
to the entire questionnaire showed that correlation of 
alternative C (to maintain the level of liquidity, which 
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gives a sense of security) with the entire questionnaire is week 0.075 (Table V). 
 

TABLE IV.  
EXPERT ASSESSMENTS ABOUT THE CAUSES OF LIABILITIES 

Alternatives  Expert 
A - to purchase 
expensive goods 

immediately 

B - to solve 
liquidity problems 

C - to maintain the level of 
liquidity that gives a sense of 

security 

D - to refinance 
previous debts 

E - to support standard 
of living beyond their 

means 
1 9 5 1 7 5 
2 9 4 3 6 3 
3 5 2 1 2 3 
4 8 4 1 6 5 
5 7 5 2 6 4 
6 8 4 1 5 4 

 
 

TABLE V.   
OUTPUT OF SPSS DATA ANALYSIS CALCULATING CRONBACH’S 

ALPHA COEFFICIENT OF 6 ALTERNATIVES 
Alt
ern
ati
ves 

Questionnair
e mean 
removing an 
item 

Questionnair
e dispersion 
removing an 
item 

Corrected 
item-
questionnair
e correlation 

Cronbach‘
s alpha 
removing 
an item 

A 17,17 27,367 ,796 ,737 
B 20,83 30,567 ,859 ,747 
C 23,33 40,667 ,075 ,857 
D 19,50 23,500 ,919 ,695 
E 20,83 35,767 ,523 ,806 
F 22,50 24,300 ,538 ,837 

 
However, it was decided to leave C alternative in the 

questionnaire after evaluation of causes of its removal as it 
does not result significant increase of Cronbach’s alpha (it 
would increase from 0.816 to 0.857) and it can be assumed 
as theoretically necessary in the questionnaire. Jurevičienė, 
Sukačevskytė (2013) noticed that households who do not 
manage their personal finances are more likely to 
undertake commitments and not to repay them. 

Expert survey is based on the assumption that the 
solution can be obtained only by the compatibility of 
experts’ opinions. Kendal coefficient of concordance was 
calculated next. To approve or reject hypothesis H0 
(experts assessments are controversial) with alternative H1 
(experts assessments are similar) and to check the 
significance of the coefficient was chosen the level of 
significance α = 0.05. Calculated p-value of distribution 
was equal 0.000 using SPSS package. P-value is less than 
the selected level of significance therefore it was 
conducted that differences in experts’ opinion are not 
significant. Calculated coefficient of concordance value 
was not equal to zero (W=0.824) and was greater than 0.6 
(the opinion of experts is solid enough) thus the null 
hypothesis H0 was rejected and the alternative was 
accepted (H1: the experts’ assessments are similar). 
Consequently, with 95% reliability it can be said that 
experts assessments are similar, compatibility of experts 
opinion exists and ranked factors can be analysed. 

However calculated coefficient of concordance does not 
show which experts’ assessment differs most. Competence 

coefficient was calculated to assess experts’ competence 
and is shown in descending order in Table VI. 

According to the results the highest competence in the 
field of commitments had experts which positions are 
related to consultations on personal finance management 
(expert 4 – personal finance management expert, expert 5 – 
private bankers, expert 6 – customer service manager). The 
expert who led the department serving customers with no 
debts was characterized the least competence despite 
having the greatest experience.  

TABLE VI. 
 EXPERTS COMPETENCE IN DESCENDING ORDER (COEFFICIENTS) 

Expert Competence coefficient 
4 0,1689 
5 0,1689 
6 0,1689 
2 0,1669 
3 0,1655 
1 0,1609 

 
So, after experts’ assessment it was found that the basic 

causes of overtaking commitments can be sorted in the 
following sequence by the intendment use of the frequency 
of cases (Table VII). 

TABLE VII.  
MAIN REASONS OF UNDERTAKING COMMITMENTS  

Main purposes of undertaking commitments 
1. To purchase expensive goods immediately (A);  
2. To refinance previous debts (D);  
3-4. To solve liquidity problems (B);  
3-4. To support standard of living beyond ones means (E);  
5. Without the predetermined purpose, tempted by an attractive 
loan offer (F);  
6. To maintain the level of liquidity that gives a sense of 
security (C).  

 
Establishment of Consumer Credit Desirability Factors 

Systemized results of experts’ assessment are presented 
in Table VIII. 

Cronbach’s alpha coefficient was calculated using SPSS 
package and was equal 0.731. As the value exceeds 0.7 it 
can be said that the alternatives presented to the experts 
about the main causes influencing consumer credits 
desirability correlate with each other, i.e. they reflect 
research subject, so the questionnaire can be considered as 
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a reliable and stable. Analysis of correlation of separate 
alternatives to the entire questionnaire showed that all 
values were higher than 0.1 – 0.2. Non alternative needed 
to be removed from the questionnaire to present proper 
questionnaire (Table IX). 

Experts’ opinion compatibility was estimated calculating 
Kendal coefficient of concordance to ascertain the reasons 
of credit desirability. To assess the compatibility of 
coefficient level of significance was chosen α = 0.05 as the 
number of alternatives is m ≤ 7 (m=4). 

 
TABLE VIII.  

EXPERT ASSESSMENT ABOUT CONSUMER CREDITS DESIRABILITY 
FACTORS 

Alternatives Experts   
A1 

Lower 
monthly 

instalments 

B1 
Shorter 

loan 
maturity 

C1 
Lower 
interest 

rate 

D1 
Flexible 

repayment 
possibility 

1 9 5 9 9 
2 9 4 7 8 
3 8 7 10 8 
4 8 5 7 6 
5 8 5 9 8 
6 10 6 9 10 

 
TABLE IX.  

OUTPUT OF SPSS DATA ANALYSIS CALCULATING CRONBACH’S 
ALPHA COEFFICIENT OF 4 ALTERNATIVE 

Alt
ern
ati
ves 

Questionnair
e mean 
removing an 
item 

Questionnair
e dispersion 
removing an 
item 

Corrected 
item-
questionnair
e correlation 

Cronbach‘
s alpha 
removing 
an item 

A1 22,00 8,800 ,330 ,761 
B1 25,33 7,467 ,449 ,710 
C1 22,17 5,767 ,646 ,590 
D1 22,50 5,100 ,700 ,549 

 
Calculated p-value of distribution was equal 0.005 using 

SPSS package. P-value was less than the selected level of 
significance therefore it was conducted that differences in 
experts’ opinion were not weighty. The value of calculated 
coefficient of concordance was not equal to zero 
(W=0.708) and was higher than 0.6 (the opinion is solid) 

thus null hypothesis was rejected and the alternative was 
accepted (H1: experts’ assessments are similar). 
Consequently with 95% reliability it can be said that 
experts assessments were compatible, so ranked factors can 
be jointly analysed. 

Experts’ competence was assessed next to ascertain the 
need of eliminating any expert from the expert group. 
Calculated experts competence coefficients shown in 
descending order in Table X. 

According to the results the highest competence in the 
field of assessment of consumer credit desirability had 
experts which positions are related to leadership in 
working with debtors and consulting in the field of 
personal finance management (expert 2 – head of 
department who works with debtors and expert 4 – 
personal finance management expert). 

 
TABLE X.  

COMPETENCE OF EXPERTS IN DESCENDING ORDER (COEFFICIENTS) 
Expert  Competence coefficient  

4 0,1690 
2 0,1674 
1 0,1659 
3 0,1659 
5 0,1659 
6 0,1659 

 
After experts’ assessment the factors most influencing 

consumer credit reliability under their importance are 
presented in Table XI. 

 
TABLE XI.  

FACTORS MOST INFLUENCING CONSUMER CREDIT RELIABILITY 
Factors most affecting the attractiveness of 

consumer credits 
1. Lower monthly instalments (A1); 
2. Lower interest rate (C1); 
3. Flexible repayment possibility (D1); 
4. Shorter loan maturity (B1). 

 
Summarizing the obtained results could be structured 

into economic and social causes (Fig. 3): 
 

 

 
Figure 3. Composition of main reasons of undertaking commitments and consumer credits desirability factors (economic vs. social 

approach, survey results) 
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VII. CONCLUSIONS 
The indebtedness of individuals significantly increases 

in recent decades and is still growing rapidly in many 
countries. Such uncontrolled and reckless borrowing could 
lead many households to insolvency. Insolvency is used to 
describe a financial situation of a borrower when one is 
unable to fulfil obligations in time without cutting his 
minimal expenses and impairment of his living standards 
what gradually determine social exclusion, higher cots 
(due to fines, trials) and passive participation in economic 
development. 

Scientific literature distinguishes two attitudes of 
becoming insolvent: economic and social. Economic are 
related to weak financial management, overestimated 
capabilities or too high credit interest rates. Social are 
related to such reasons as illness, unemployment, etc. 
Contrary to business environment “market adjustments” 
could not eliminate default persons, leaving “the 
strongest”. 

Scientific literature faces the problem of non-systematic 
data (model) specifically assessing causes of borrowers 
default. Many foreign authors study importance of 
insolvency in legal, social or psychological dimension, 
selecting one specific factor. In Lithuania this concept is 
relatively new and there is lack of reaches in the field of 
personal insolvency. 

Uncontrolled debt can be very costly to debtor, creditor 
and society. Particularly important are the reasons of 
commitments undertaking set by expert survey to control 
the level of insolvency and to help a person to understand 
the mistakes of his finance management and not repeat 
them in the future. The most important of such causes is to 
purchase expensive goods immediately and to refinance 
previous debts. Analysing consumer credits reliability the 
expert survey establishes the following reasons – lower 
monthly instalments and lower interest rate.  

It must be emphasised that from the perspective of 
personal finance management it is deeply flawed to 
refinance previous debts by new loans and especially to 
repay delayed mortgage loans by consumer loans due to 
considerably higher interest rate. As for the so-called 
lower interest rates on consumer loans it should be noted 
that such customer opinion is based on financial illiteracy 
and misleading information presented by fast credit 
companies as they usually announce not the annual 
interest rates but the monthly ones. 

Structuring the main reasons of commitment 
undertaking and consumer credit desirability factors all of 
them except “to solve liquidity problem (job loss, serious 
illness, etc.)” could be attributed to economic approach. 
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