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OONSUME‘R BANKRUPTGY A CONTINUING PROBLEM :
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Tl Although a’great deal has been wmtten about consumer rblankruptcy, nelther
“_the bankrupt nor his creditors have been satisfactorily identified. Little is known
- about the bankrupt’s characteristics or the sources of his credit. Is a pavticular
- segment of society subject to bankruptey, or is it a malady of the general popu- -
lation? Do all creditors share the respﬂnsublllty, or, ag frequently assented,
does. the consumer loan . company play an meortant rolé in- the eonsumer’s:
flight tow d, bankruptey? This paper attempts to answer these ‘questions
_and to summly & workable solution tQ the everﬂncreasung nuubar orf ccmsumer
»banl;rupt}eles o o
The consumer bankrum shall be deﬁmed as an mdlwdu;a& Who uses’ the Bank— i
ruptey Act to [discharge his debts; none.of which are the result, of past business
. endeavors. In ‘;ﬁscal 1965, filings of 135, 386 consumer bankrupteies were recorded,
a record repr{esentmg a 5.8 per cent mereaas;e over: the previous year and: 214 :
per cent increase in the past decade.! Adequate data and the amount of debt‘ M
involved on a national level are not available;® however, data developed in
' the writer’s study, as well as in other studies, 1nd1@ate that the typical bank-
rupt owes about $3,200 -of non-real estate debt.’ Based on this figure, consumer
bankrupts held about $433 million of debt at time of bankruptey in 1965.
: Perspective miay ‘be obtained by »comparmg the 'debt to the amount of econ-

sumer credit outstandmg Qonsumer: bankruptey debt, in 1965, represented ap- :

proximately 0.5 per cent of consumer:credit outstanding. ’I“hus, although: con-
sumer bankrugptcy is gmwmg at a rapld rate it still mvelves a mlatlvely small
“ amount of eonsumer credit. e

The study’ plrovzldlng data for. thls paper was done in Flmt, Michlgan county
seat of Gened@e, and ‘covers 482 -eonsumer bankruptey petitions, all petitions
filed “in- 1963 |in- that -county. The area is a hlghly industrialized automobile
based economy. It should be typical of many industrial: communities of the v
nation, and t}hus\ lend some degree of genevahty to the data :

v OHAMCTERISTICS OF THE GONSUMER BANKRU‘PT
T‘he bankrupt’s 1dent1ty may be bmeﬁy Slarlzefd in the following manner.

He typically is a white male thirty years old with a famlly of five. With a
tenth-grade aducatum, he works at: a blue-collar job for an income of $4,656

 Although the! bankrupt in terms of his social and income characteristics is
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atypical of the general population; he is typical of a Jarge part of contemporary
society. A closer look at: the underlymg data reveals several’ mbemstmg :
charactenstxcs : ‘

1 These fi un@b indicate a_ %u&ht ql@wax Tage af gmmth of hankruﬁtcias thtm 1.18ually
repoxi::ie%iii £d§e1 xgheBegusi%n o; gh&}? er XIII cases. mAI%houg thhapter XgZII tc;;.sest liire
provideg r in.the T cy ey . u Ly pro Qo e €. ent rather than
'discharge Qt‘her efore, t %ey ;}x?% not c%)g’s%d er 1}, ru];;t es in t’i‘m's pap !; mym &

3The -Administrative Office ofc the Unlted States Courts neposrts ‘the amount of “debt -
recorded on the petitions filed in bankruptey, ‘but-does ‘not classify the data so that con-

sumer bankruﬁ)tg:y debt can he distinguished from business bankruptey debt.
Note, in ‘this paper, real estate is ‘excluded due to 1 inaccura,cy of available data and
: because it 1s the only type of debt in consumer bankruptcy on which little is lost by credi-
- tors. See the following studies for average debt estimates. Robert Dolphin, An Analysis of
Personal and Economio Factors Leading to- (iongﬁm@r Bankruptcy, Bureau of Business on
HEconomic Research, Michigan State Unlversi Y, 5: George A. Brunner, Personal Bank-
rupteies : '-”remlﬁ aj Chamctemstm u of Businysa Besrf‘a‘fé‘h’ Ohio State University,
ros Study of emaona Bankruptcy in t ttle Metrozzolittm Area,

Retail Credit: Association of Seattle, 1965. o
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