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The Problem with Employment Credit Checks
Why America Needs Senator Warren’s 
Equal Employment for All Act

E Q U A L  C H A N C E  F O R  A L L
A N  E Q U A L  S A Y  A N D  A N

by Amy Traub

T he opportunity to work hard and get ahead is a core 
value of American society. Yet today in the United 
States, qualified job seekers are turned away from 
employment because of their personal credit history.

 People whose credit is damaged as a result of medical debt, 
student loans, a layoff, divorce, predatory lending, identity 
theft, or simple error are shut out of jobs—despite a lack of ev-
idence connecting someone’s credit history with their job per-
formance. Senator Elizabeth Warren’s Equal Employment 
for All Act would prohibit the use of personal credit history 
in employment, eliminating a serious barrier to economic se-
curity for many Americans. This fact sheet discusses the major 
reasons why the Equal Employment for All Act is critical to 
ensuring fair and equal access to job opportunities.

Nearly half of all employers run credit checks on new 
 job applicants. 

Employment credit checks are widespread and used by em-
ployers to screen job applicants for a wide range of positions. 
For example, credit checks may be required for jobs doing 
maintenance work, offering telephone tech support, working 
as a delivery driver, or selling frozen yogurt, as well as financial 
posts. A 2012 survey by the Society of Human Resources Man-
agement found that 47 percent of employers use credit checks 
when hiring for some or all positions at their firm.1 

“Today in the United 
States, qualified job 
seekers are turned 
away from employment 
because of their personal 
credit history.”
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Americans are denied jobs because of credit checks. 
A nationally representative survey by Demos finds that 

among low- and middle-income households with credit card 
debt, one in four unemployed Americans has been asked to 
submit to a credit check as part of a job application.2 One in 
ten job applicants in this survey group were told they would 
not be hired for a position because of their credit.3 

Credit checks were never designed to assess potential 
job performance—or measure character. 

Credit reports were developed to help lenders assess the 
risks associated with making a loan. Over the last few years, 
they have been aggressively marketed to employers as a means 
to gauge an applicant’s character or likelihood to commit theft 
or fraud. Yet there is no proven link between personal credit 
reports and criminal behavior or performance of a specific 
job.4 A spokesperson for TransUnion, one of the major credit 
reporting companies, admitted in 2010: “We don’t have any 
research to show any statistical correlation between what’s in 
somebody’s credit report and their job performance or their 
likelihood to commit fraud.”5 

A weak or poor credit history is often linked to medical 
debt and unemployment. 

Research by the Federal Reserve Board finds that more than 
half of all accounts reported by collection agencies on credit 
reports consist of medical debt.6 Demos’ study of Americans 
with credit card debt similarly finds that poor credit is as-
sociated with lack of health coverage and medical debt as 
well as household unemployment.7 Unemployed workers in 
particular can become trapped in a Catch-22: job-seekers 
are unable to secure work because of damaged credit and are 
then unable to escape debt and improve their credit because 
they cannot find work. 

Employment credit checks can have a discriminatory 
impact on people of color.

Research from the Federal Trade Commission, the Feder-
al Reserve Board, and other investigators concludes that Af-
rican American and Latino households tend to have worse 
credit, on average, than white households.8 Racial disparities 

“Unemployed workers in 
particular can become 
trapped in a Catch-22: 
job-seekers are unable to 
secure work because of 
damaged credit and are 
then unable to escape 
debt and improve their 
credit because they 
cannot find work.”
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in credit history may reflect the damage done by predatory lending that 
continues to target communities of color, as well as the enduring impact 
of racial discrimination in employment, lending, education, and housing. 
One result is that when credit history is used to evaluate job candidates, 
people of color may disproportionately be screened out. Numerous civil 
rights organizations, including the NAACP, National Council of La Raza, 
and Leadership Conference on Civil and Human Rights, have publicly op-
posed the use of employment credit checks.9

Credit reporting errors are common and impact employment 
decisions in unpredictable ways.

A comprehensive 2013 study by the Federal Trade Commission found 
that one in five American consumers had a material error (an error that 
negatively impacted their credit history) on a credit report from one of 
three major credit reporting companies.10 While not all of these errors are 
serious enough to affect consumer borrowing, the impact on employment 
is far broader because what employers look for in a credit report—and how 
much they weigh different factors like late bills, foreclosures, or accounts 
in collection—is entirely subjective. A credit reporting mistake that is too 
small to make a difference in applying for credit might nevertheless stand 
out to an employer and cost someone a job. At the same time, credit re-
porting errors are notoriously difficult for consumers to resolve. 

Employment credit checks are an invasion of privacy—a particular 
concern for people with disabilities and victims of domestic abuse.

Domestic abuse, divorce, and medical bills are among the leading con-
tributors to credit problems. In cases of domestic abuse, it is not uncom-
mon for the abuser to purposely ruin a spouse’s credit as a way of con-
trolling the spouse.11 Despite common sense and legal recognition that 
questions about marital status, medical conditions, and abuse ought to 
be out of bounds in the hiring process, many employers ask prospective 
employees to “explain” any credit problems brought to light by a credit 
report.12 This forces job applicants to choose between discussing a recent 
divorce, confidential medical issues, and/or very personal details regarding 
the abusive dynamics in a relationship, or risk losing a job opportunity. 
Questions about medical debt particularly impact people with disabilities, 
for whom disclosure of a medical condition may lead to discriminatory 
treatment.



Conclusion
The use of personal credit history to screen job applicants illegiti-

mately obstructs access to employment, placing an unnecessary obsta-
cle in the path of job seekers who are often already disadvantaged by 
racial discrimination, disability status, lack of health coverage, unem-
ployment and other economic challenges. Senator Warren’s Equal Em-
ployment for All Act would remove this unwarranted barrier, increas-
ing job opportunities for qualified applicants.

For a deeper look at this issue, see Demos’ study, Discredited: How 
Employment Credit Checks Keep Qualified Workers Out of a Job. n
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