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EXECUTIVE SUMMARY  

Consumer insolvency refers to the situation of those consumer 
debtors unable to meet their credit obligations as they become due. When 
faced with this situation a number of alternatives are potentially available, 
depending upon the circumstances of the case. These options can include, for 
instance, credit counselling involving a rearrangement of the financial 
affairs of the individual, legal arrangements or proposals, and declaring 
personal bankruptcy. Bankruptcy is viewed  as  .a  last resort solution. 

The focus of this study is on consumer bankrupts in Canada. 
BankruptCY is a legal process by which insolvent consumer debtors are able to 
obtain relief from their debt burden. In Canada the bankruptcy system is 
governed by the Bankruptcy Act, which is administered by the Bankruptcy 
Branch of. Consumer and Corporate Affairs Canada. 

The main purpose of the present study has been to provide, for the 
first time in Canada, detailed information regarding the characteristics and 
financial circumstances of consumer bankrupts in Canada. This has been 
achieved through the analysis of data from a national sample of bankrupts 
which is representative for the country  as :a  whole, for Federal Insolvency 
Trustee Agency and private trustee files and for each of the district 
Bankruptcy Branch offices across Canada. The data analysis reported here was 
supplemented by a literature review (Appendix B) and an examination of 
studies which consider the influence of economic, legal and demographic 
factors on bankruptcy (Appendix C). 

The reason for collecting and analyzing this information is 
primarily to provide for the first time insight into the detailed profile of 
consumer bankrupts in Canada. This report will therefore be of use to 
relevent public, private and voluntary sector agencies by permitting them to 
meet in part their need to know more about the profile of consumer bankrupts. 
It should thus help direct efforts to flnd practical means of reducing the 
problem of consumer insolvency and the need for this last resort solution to 
it. For inasmuch as declaring bankruptcy is a solution for the individual's 
insolvency problem it is clearly preferable if means  'can  be found to reduce 
the social and economic hardship borne by creditors, and other consumers as 
well as the bankrupt himself when declaring bankruptcy becomes necessary. 

The Background and Purpose of this report describes the upward 
trend of consumer bankruptcy statistics in Canada, outlines options currently 
available to consumer debtors under the Bankruptcy Act and notes some of the 
changes proposed under a new Bankruptcy Act. The specific research 
objectives of this study are then listed. These include a literature review 
of other socioeconomic studies of consumer debtors (see Appendix B) and a 
comparison and evaluation of consumer bankruptcy literature from Canada, the 
United States and the United Kingdom regarding factors which influence 
bankruptcy rates (see Appendix C). Other objectives focus on the compilation 
and analysis of, the present data base with particular attention to details of 
the demographic and financial characteristics cd this representative national 
sample. It must be emphasized that the purpose of the study is not to 
provide a critique or evaluation of the Bankruptcy Act or, its administration. 
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The chapter on methodology reviews the process by which data for 
the present study were collected. The data were drawn from files kept in the 
Bankruptcy Branch on individual consumer bankrupts. The sample consisted of 
1,509 of the 12,772 individuals who made an assignment into bankruptcy during 
the calendar year 1977. The sample was stratified along two dimensions. The 
first was by whether the bankruptcy was administered by a private trustee or 
the Federal Insolvency Trustee Agency (F.I.T.A.), a program designed to 
assist low-income insolvents which has since been phased out in favour of 
private trustee administration of all bankruptcies. The second stratifying 
dimension was by district Bankruptcy Branch office, of which there were 
fifteen across Canada in 1977. The documents collected, coding, weighting, 
and deficiencies in documents collected are also described. 

Chapters Three and Four present the findings of the data analysis. 
Chapter Three focuses on the data available on the demographic profile of 
consumer bankrupts and other personal characteristics such as bankrupts' 
perceived causes of their bankruptcy and when and how they became aware of 
their insolvency. A major finding was that bankrupts are drawn primarily 
from the lowest socioeconomic categories. In this respect it is largely a 
working class phenomenon associated with the unskilled and semi-skilled. At 
least three or four significant sub-groups can be distinguished, including 
young persons under 25, single parent families, and young to middle-aged 
families with two or three children. Also it appears that many have been 
faced with actual or threatened legal action shortly prior to filing an 
assignment into bankruptcy. One gets the impression from the data, however, 
that few seemed to realize the precariousness of their financial situation 
until it was brought sharply to their attention. Only a small proportion had 
previously tried the services of a debt counselling or similar agency. 

Chapter Four presents the detailed data available on the liability 
and asset structures of consumer bankrupts. The average (mean) number of 
debts owed was 14; the median number was 7.3. The great majority of all 
debts owed (95%) were for consumer/personal items as opposed to mortgage 
debt or personal guarantees for business debts. 

The mean total liabilities were $25,493 and mean total assets were 
$6,243 leaving an average net deficiency of about $19,250. These tell only 
part of the story however since they are for the combined sample and include 
a few extremely high individual values. The médian  indebtedness for the 
combined sample was only $10,865 and median assets were only about $400. 
Some fairly dramatic differences were-7511e between the private and F.I.T.A. 
sub-samples, as might be expected given the eligibility criteria for the 
latter program. 

Chapter Four also presents some detailed tables regarding the 
types of lenders to whom money was owed, the purpose of the debts and the 
amounts owing. This is followed by data on assets actually realized by the 
trustee. The median amount was $528; only about 6% of cases yielded $2,000 
or more. In only about a third of the files (32%) was an amount shown as 
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being available for distribution to creditors after trustees' fees had been 
taken. The typical amount available for distribution to creditors was 
roughly $100-$250. Some findings on regional differences across Canada are 
also presented. 

Chapter Five lists the conclusions emerging from  thé  literature 
review and data analysis along with some suggestions for further work. One 
general conclusion is that, given the Canadian legal and economic 
environment, the most practical way of reducing the problem of consumer 
insolvency which necessitates declaring bankruptcy as a last resort solution 
is through earlier detection of problem debtors and appropriate intervention 
strategies. On the consumer side, there is ample evidence of mismanagement 
leading to excessive consumer debt in relation to ability to repay. 
Mismanagement can in turn be related to low money management ability and 
other 'life skills" deficiencies often associated with the lower social 
classes. (But by no means are middle class families exempt from such 
problems). Debt counselling at critical times and a more general requirement 
for increased money management skills teaching both in school and beyond, if 
done in ways appropriate to the circumstances of various target populations, 
would be definite aids. 

Part of the responsibility for consumer insolvency also rests with 
the credit granting industry. Data from this study indicate that in many 
cases of bankruptcy the consumer's ability to get more credit should have 
been restricted (and the client counselled or referred for debt counselling) 
earlier. In short, getting further credit was too easy. There is a 
responsibility for credit grantors, especially cash lenders, to participate 
in joint industry, government and voluntary sector efforts to detect and help 
avert impending consumer insolvencies requiring bankruptcy as a solution. 
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BACKGROUND AND PURPOSE  

Consumer insolvency refers to the situation of those consumer 
debtors unable to meet their credit obligations as they become due. When 
faced with this situation a number of alternatives are potentially available, 
depending upon the circumstances of the case. These options can include, for 
Instance,  credit counselling involving a rearrangement of the financial 
affairs of the individual, legal arrangements or proposals, and declaring 
personal bankruptcy. Bankruptcy is viewed as a last resort solution. 

The focus of this study is on consumer bankrupts in Canada; that 
is, individuals who have declared bankruptcy once it has been established 
that this appears Lie best solution to their insolvency problem.' 

Bankruptcy is a legal process by which insolvent consumer debtors 
are able to obtain relief from their debI burden. In Canada the bankruptcy 
system is governed by the Bankruptcy Act£ which is administered by the 
Bankruptcy Branch of Consumer and Corporate Affairs Canada. At present, this 
system provides the insolvent debtor with three choices: an assignment into 
bankruptcy, a "proposal h  under Part III of the Act and an "orderly payment of 
debts" under Part X of the Act; the latter two options permit the insolvent 
debtor to avoid actual bankruptcy. It would appear, however, that the 
majority of persons resorting to the provisions of the Bankruptcy Act çhoose 
straight bankruptcy rather than a proposal or orderly payment of debtss. 

An orderly payment of debts ( u0PD u ) is available only in those 
proyinces which have opted into the system pursuant to section 213 of the 
Ace. Under an OPD, a qualifying debtor may obtain a court order•providing 
for the consolidation of his eligible debts. Upon the making of a 
consolidation order, the legal rights of action against the debtor by the 
creditors whose loans are subject to the order are substantially curtailed. 
It should be noted that a consolidation order under Part X of the Act must 

1. Bankruptcy as it is used here refers only ,  to consumer bankrupts; 
business bankruptcies are beyond the scope of this study. 

2. R.S.C. 1970, C. 8-3. 

3. Annual Report of. the Superintendent of Bankruptcy,  various years. 

4. At present, these provinces are British Columbia, Alberta, Saskatchewan, 
Manitoba, Prince Edward Island and Nova Scotia. 
Mechanisms similar to the OPD exist in Quebec (the "Lacombe  Law")  
and Ontario (through the province's courts). See infra, n.38. 



provide for the full payment of the debts subject to the order within three 
years unless the creditors agree or the Court approves. The debts are 
consolidated but not composed. However, the debtor does benefit from an OPD 
as it results in only one periodic payment being necessary at a reduced rate 
of interest, and relieves the debtor from harassment >y those creditors 
covered >y the order. Some types of debts are not covered >y such orders 
under Part X of the present Act. Under the arrangements provisions of the 
new Act, however, all debts would be covered. 

A proposal under Part III of the Act is made by the debtor, either 
before or after declaring bankrupcy, through a licensed bankruptcy trustee. 
In the proposal the debtor submits a scheme by which he intends to repay some 
or all of his debts. If the creditors and the court accept the schème,  then 
it becomes binding upon all creditors and fulfillment of it >y the debtor 
satisfies his debt obligations in full. However, should the creditors or the 
Court refuse to accept the debtor's proposals or should an accepted proposal 
be annulled after default by the debtor, then the debtor is deemed to have 
made an assignment into bankruptcy. 

A debtor may make an assignment into bankruptcy either voluntarily 
or involuntarily. An involuntary assignment into bankruptcy occurs when a 
creditor petitions a debtor into bankruptcy. Such petitions are rare, the 
vast majority of assignments into bankruptcy being voluntary. Once the 
assignment into bankruptcy is made, all the bankrupt's assets become vested 
in the trustee for distribution to the creditors. 

Exempt assets are determined >y provincial laws. These exemption 
levels vary provincially (see Appendix 1 for details by province) but 
generally include personal property up to a determined dollar value and tools 
necessary for the bankrupt's trade. In addition, upon bankruptcy all legal 
courses of action the creditors may have against the debtor are stayed, 
except the secured creditors' right to rely upon their security. Until he is 
discharged from his status as a bankrupt, firm restrictions are put on the 
ability of the debtor to borrow money, be bonded and to serve in certain 
capacities involving trust. 

The bankrupt must apply to the Court to receive his discharge from 
bankruptcy. In addition to being given an absolute discharge, there are 
other types of discharge including conditional or suspended discharge or the 
discharge may be refused outright. The discharge will legally free the 
debtor from all of his debts except certain debts described in section 148 of 
the Act which creditors prove the existence of. Among these are court fines, 
payments due pursuant to an alimony or maintenance order and debts for goods 
supplied as necessaries of life. Discharges may also be conditional on, for 
example, the debtor continuing to  paya portion of his discretionary income 
towards satisfaction of his debts. 



An exhaustive review of the Canadian bankruptcy system was begun 
In 1966 by the Study Committee on Bankruptcy and Insolvency Legislation 
appointed by the Minister of Justice. The Committee reported in 1970: 

The plight of the consumer or wage-earner debtor is 
one of the most important problems that must be faced 
in the field of bankruptcy in Canada. To a certain extent, 
this group of debtors represent the social and economic 
casualties of our industrial and credit system and must be 
so regarded. 5  

The committee made several recommendations directed toward the consumer 
debtor including provisions for increased consumer access to bankruptcy, 
debt composition in addition to debt consolidation, and increased financial 
guidance and counselling. 

Some of these recommendations were soon implemented at the federal 
and provincial level. In 1972 the Federal Insolvency Trustee Agency 
(F.I.T.A.) was established to make bankruptcy available to those bankrupts 
who could not afford a private trustee. F.I.T.A. enjoyed immediate 
popularity, with one-half to one-third of consumer bankruptcies proceeding 
under the program. As a result of increased efficiencies in bankruptcy 
administration implemented by the Bankruptcy Branch, private sector trustees 
found it attractive to re-enter and administer all consumer bankruptcies 
regardless of whether the estate contained sufficient funds to cover their 
fees. 6 . By 1979 the F.I.T.A. had come to an end. During this same period 
there was a rapid increase in debt counselling services. Several provinces 
established Debtors Assistance Branches or Boards. These organizations are 
involved in counselling and educating consumers, administering pro rationing 
schemes, and prQcessing debt consolidation proceedings under Part X of , the 
Bankruptcy Act./ 

A key result of the Study Committee's report,,was the drafting of a 
new Bankruptcy Act. Appearing originally as Bill C-600 , the proposed Act 

5. Study Committee on Bankruptcy and Insolvency Legislation, 
Report, Bankruptcy and Insolvency,  June, 1970, p.54. 

6. Superintendent of Bankruptcy, Information Statement No. 8, 
May 7, 1979. 

7. Consumer and Corporate Affairs, Survey of Credit Counselling  
Services in Canada, 1978, unpublished. 

8. First reading, 5th May, 1975, 1st Session, 30th Parliament, 23-24 
Elizabeth II, 1974-75. 

o 
1. 



was substantially revised, reappearing as Bill S-119  and subsequently Bill 
S-1410 , Bill S-911  and Bill C-12 12 . These Bills contain several 
new provisions aimed at consumers, including debt composition13 , 
automatic discharge from consumer bankruptcy 14  and the çossibility for 
the administration of consumer bankruptcies by the provinces. 15 . 

In recent years there has been a great increase in both the 
absolute number and rate of consumer bankruptcies in Canada. Their number 
has risen from 1,549 in 1967 (7.6 per 100,000 population) to 12,772 in 1977 
(54.8 per 100,000 population) and 17,892 in 1979 (75.5 per 100,000 
population). Table 1.1 illustrates this trend. It is a trend which is 
occurring at the same time as the caseloads of credit counselling agencies 
are also increasing. 15 . 

A number of factors are associated with this increase in consumer 
bankruptcies. These include the great increase in consumer credit 
outstanding in Canada17  and, as noted above, the greater access to 
consumer bankruptcy through initiatives of the Bankruptcy Branch such as 
F.I.T.A. 

9. First reading, Tuesday, 21st March, 1978, 3rd Session, 30th 
Parliament, 26-27 Elizabeth II, 1977-78. 

10. First reading, Tuesday, 27th February, 1979, 4th Session, 
30th Parliament, 27-28 Elizabeth II, 1978-79. 

11. First reading, Thursday, 8th November, 1979, 1st Session, 
31st Parliament, 28 Elizabeth II, 1979. 

12. First reading, April 16, 1980, 32nd  Pari lament, 2 Elizabeth II, 
1980. 

13. Bill C-12, Part III. 

14. Bill C-12, s. 231. 

15. Bill C-12, s. 16(1). 

16. See, for example, Statistics about Credit Counselling Services,  
1979-1980 and 1978-1979 as well as other years, Ontario Ministry of 
Community and Social Services. 

17. The amount of consumer credit outstanding (i.e. excluding mortgage debt) 
in Canada has increased from $8.6 billion in 1967 to $31.1 billion in 
1977 and $43.0 billion at the end of 1980. Sources: Statistics Canada 
and Bank of Canada. 
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While declaring bankruptcy provides relief to the bankrupt and is a 
solution.to  his insolvency problem, the trend of increasing Consumer. 
bankruptcies is nevertheless viewed with concern because of the economic and 
social costs involved. - Considering the costs borne by creditors, and 
ultimately other 'consumers as well as the social and personal "Costs" to the 
bankrupt and others, it is clearly preferable if measures can be foUnd to 
reduce the need  for this last resort. forM of'relief. 

It must be emphasized that this report is not a study or critique 
of the consumer bankruptcy process itself in Canada. Rather, the general 
purpose of the present study is to provide detailed information regarding the 
characteristics and financial circumstances of consumer bankrupts in Canada. 
The literature review conducted in conjunction with this study (see Appendix 
2) revealed among other things that only a small number of regional and local 
studies had been previously conducted in Canada. In addition, a review of 
studies which consider the influence of economic, legal and demographic 
factors on bankruptcy is contained in Appendix C. One conclusion emerging 
from the review is that in order to find measures to reduce the need to resort 
to bankruptcy it would be better to determine the socioeconomic 
characteristics of bankrupts and their experience with the bankruptcy process 
rather than examining further more general economic and legal factors. 

The present research represents the first time that detailed 
financial and socioeconomic data has become available for a representative 
national sample of bankrupts. This study will therefore be of use to public, 
private and voluntary agencies in their desire to know more about the profile 
of consumer bankrupts and will help direct efforts to find means of reducing 
the need for this last resort solution to insolvency. 

More specifically, the research objectives of this study are: 

1. To review previous research on consumer bankruptcy in Canada, 
the United States and the United Kingdom in order to summarize 
previous research and to compare and evaluate the role of economic, 
legal and other factors in influencing consumer bankruptcy rates. 
This review is contained as Appendices B and C to this report. 

2. To produce for the first time in Canada a national data 
base on a variety of characteristics of consumer bankrupts 
that is representative of: 

(a) the country as a whole; 
(h) those who filed under a private trustee; 
(c) those who filed under the Federal Insolvency 

Trustee Agency (F.I.T.A.); and 
(d) each of the 15 bankruptcy districts in Canada; for the 

year 1977. 

Also to make this computerized data file and accompanying 
codebook available to researchers for further work on this 



topic. (Inquiries should be directed to the Consumer Research 
and Evaluation Branch). 

3. To provide a demographic and social profile of consumer 
bankrupts drawn from data available on: 

(a) basic demographic variables including age, sex, marital 
status and number of dependents; 

(b) occupation, and social class as measured by occupation; 
(c) employment status and income; and 
(d) debtor history ,  as indicated by perceived causes of 

bankruptcy and when and how consumer bankrupts became 
aware of their insolvency. 

4. To provide a detailed liability ,  and asset profile of consumer 
bankrupts: 

Liabilities:  (a) total liabilities, number of debts, 
types of lenders and kinds and amounts 
of individual debts as stated by bankrupts; and 

(b) liabilities as proved and admitted by trustees; 

Assets: (c) total assets, number of assets, types of 
assets and worth of individual assets as 
stated by bankrupts; and 

(d) assets realized by trustees and the value, 
type and disbursement of assets. 

5. To provide an overview of the findings and their implications for 
further work. 



CHAPTER 2: METHODOLOGY  

Two sources of data on consumer bankrupts in Canada were 
potentially available. One was new data generated by conducting a survey of 
consumers filing for bankruptcy. The other was existing data on those 
persons who had filed an assignment into bankruptcy at various Bankruptcy . 

Branch offices across the country. Although the latter source would limit 
the research to data in the files, the data could be obtaired at less cost 
and faster. A preliminary study conducted in August, 19781c revealed 
that extracting data from existing files would provide sufficiently detailed 
information for the present study. Therefore this approach was taken. The 
population of interest was those persons who made an assignment, voluntary 
or involuntary, into bankruptcy. (herein referred to as "consumer bankrupts") 
during the calendar year 1977, the latest year for which  complète data was 
available. There was a total population of 12,772 consumer bankrupts in 
Canada in that year. 

The sample taken from these files was stratified along two 
dimensions. The first was by how the bankruptcy was administered; that is, 
whether by private trustee or , by the Federal Insolvency Trustee Agency 
("F.I.T.A."). F.I.T.A. was a program begun by the federal government in 
1972. The handling of all consumer bankruptcies was turned over to private 
trustees beginning in 1978, as noted earlier. Only lower income consumer 
debtors were eligible for the program so that a discernible difference could 
be expected between the F.I.T.A. versus private sub-populations 19 . 
Therefore stratification on this dimension would increase sampling precision 
over a simple random sample. Of 12,772 personal bankruptcies in 1977, 4,729 
were filed through F.I.T.A. 

The second stratification dimension was by district bankruptcy 
office. In 1977 there were 15 district offices in Canada and it seemed 

18. Connidis, J., Private Bankruptcy Files: Report of Study of 
Personal Bankruptcy Files for the Toronto Bankruptcy 
District, August 1978. 

19. Originally the requirements of a debtor to qualify for the 
F.I.T.A. program were quite stringent. See Report of the  
Superintendent of Bankruptcy for the year ended March 31,  
1973, p. 41. By 197/ it was only required that asset 
fieization be "not sufficient to induce a private trustee 
to administer the estate" (Report, 1977,  p.7). 
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reasonable to expect differences among these so that stratification on this 
variable would again increase precision. Once the population was stratified 
on these two dimensions a sample was drawn from each stratum using systematic 
sampling. This technique was chosen for its simplicity and to ensure an even 
sample distribution over the 1977 calendar year. Determining the optimum 
sample sizes for the strata was complicated by the absence of any information 
on the variance of the bankruptcy population. The sample size ultimately 
chosen for each stratum was the greater of 5% of the population or fifty 
files. 

The systematic sample was drawn from a computer printout of all 
bankruptcy file identifiers for 1977 provided by Bankruptcy Branch. The 
printout was not complete, missing approximately 10% of the personal 
bankrupts from 1977 (11,461 on list compared to 12,772 files). The 
discrepancy was felt to be small enough that, given the total sample size of 
1,509 files from the 11,461 on the list, it would not result in any 
significant loss in precision. The population and sub-sample size drawn 
from each are shown in Tables 2.1 and 2.2. 

Several documents were copied from each file where available. 
From the F.I.T.A. files these documents included: 

a) orderly payment of debts application form, 

h) most recent address form where relevant, 

c) application forms for the bankruptcy services of the 
Federal Trustee (Parts A and B), 

d) budget sheet and employment history sheet located 
with the above application forms, 

e) bankrupt's statement of affairs, 

f) questions put to the bankrupt by the Official 
Receiver, 

g) income tax return(s) of the consumer bankrupt, 

h) report of the Trustee to the Superintendent of 
Bankruptcy, 

I) report of the Trustee to the Court on the bankrupt's 
application for discharge (including the list of 
creditors who have proved their claims and the 
affidavit of the bankrupt concerning the date of his 
assignment, his employment and budget), and 
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j) Trustee's final statement of receipts and 
disbursements. 

From the private trustee files the documents copied were (e), (f), 
(h), (i) and (j) from above. The other documents were not normally present 
in private trustee files. 

Only documents (e) and (f) were expected to be present in all 
files. It is these two documents which contain most of the data on the 
bankrupt. The others were more important for providing insight into the 
bankruptcy process as well as for clarifying points from (e) and (f). 

The sample files were collected from Kross Canada. Only a very 
few files from the sample list were unavailableu. Coding of the data and 
preparation of the S.P.S.S. computer data file were then completed at which 
time the analysis began. A copy of the coding instructions is available on 
request. 

The first step in the analysis was the tabulation of the number of 
the documents desired that were actually present. This is shown in Tables 
2.3 and 2.4. It should be noted, however, that some data could be obtained 
from more than one document. 

As the tables indicate, document (e) "bankrupt's statement of 
affairs" and (f) "questions to be put to the bankrupt by the Official 
Receiver", were present in the vast majority of files. Thus, among the 
sub-sample of 770 F.I.T.A. files the "Questions" were present in all but one 
case and only 10 "Statement of Affairs were missing. For the private files 
(N=739) only one "Questions" and four "Statement of Affairs" were missing. 
As these two documents were the main source of data the data base was 
considered adequate. Other documents were not as frequently present, thus 
requiring more caution in interpreting results based on them. The number of 
valid cases is noted in various parts of the data analysis. 

Weighting  

Analysis of the data required that the sub-strata be weighted to 
compensate for differences in sampling rates. To do this each sub-sample 
was assigned a design weight egual to the inverse of its sampling ratio. 
However, direct use of the design weights would result in biased estimates 
of standard error. Therefore working weights were required, first for the 

20. Less than 2%. 
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combined sample of F.I.T.A. and private files and second for the analysis of 
the private and F.I.T.A. sub-samples separately. To compute the working 
weight the design weight was divided by the mean sampling ratio of the group 
in question. The mean sampling ratio is equal to the sum of the design 
weights divided by the relevant sample size. Table 2.5 shows the design 
weights, working weights and mean sampling ratios for each group. 

The analysis presented here is based primarily on the combined 
(private and F.I.T.A.) weighted file. With weighting as described above 
this meant the actual sample size of 770 F.I.T.A. and 739 private became 
weighted to 927 private and 582 F.I.T.A. (i.e., 61.4% private, 38.6% 
F.I.T.A.). This compares satisfactorily with the 63.0% private files and 
37% F.I.T.A. files in the total population of 12,772 consumer bankrupts 
for the calendar year 1977. 

Difference of means test  

The Annual Report: Superintendent of Bankruptcy  for the 1977 
calendar year provided data on the total liabilities as declared by debtors 
for the total population of non-business bankruptcies and for the private 
and F.I.T.A. components. Since the mean liabilities for these population 
groups were known and the mean liabilities, variance and size of the samples 
were known a difference of means test was conducted to determine whether the 
samples were representative of the populations in question. The data of 
concern are shown in Table 2.1. 

To test the probability of obtaining the observed sample mean from 
a population with known mean requires the basic assumption that mean 
liabilities are normally distributed. Due to the skewness of the total 
population this assumption could not be met. The skewness in the 
distribution resulted from the fact that the population  included some 
persons with extremely high total liabilitieszl. Therefore the 
appropriate statistical test for the combined sample (a t-test), which 
requires a normal distribution, was inapplicable. 

However, most if not all of the extremely high liabilities values 
in the population were among those filing privately. The eligibility 
criteria for F.I.T.A. (low income, lack of money to pay for private trustee) 
and an examination of the total liabilities among F.I.T.A. debtors led to 
the conclusion that liabilities among this population tended to be more 
normally distributed. Thus, a t-test was calculated for the difference 

21. About 2% listed one hundred and fifty thousand dollars or 
more in liabilities. 
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between the population mean ($10,733) and the sample mean ($10,395) for this 
group22 . The critical value of the test statistic 23  was 2.32, 
whereas the calculated value of t was only .868. Therefore the null 
hypothesis of no significant difference between the sample and population 
means was accepted for the F.I.T.A. group at the .01 level of confidence. 

For the reason noted above a similar difference of means test on 
the private trustee group was inappropriate. However, given a sampling 
ratio of approximately one in five for the private files, weighted, the 
stratification by district office, and the large sample size of 921 cases, 
the sample drawn was considered urepresentative u  for the present purposes. 

22. Sample size 577; standard deviation of sample $9,943. 

23. Critical value of alpha set at .01, one tailed test, left 
hand rejection region. 

ET 
ET 
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TABLE 2.1 

SELECTED POPULATION AND SAMPLE STATISTICS  

STATISTIC COMBINED F.I.T.A. PRIVATE 
Popeirlir–Sample Pope-are—Sample Popeifœri SamÊle  

Number 
of cases 12,772 1,509 4,729 577* 8,043 921* 

Liabilities $22,150 $25,493 $10,733 $10,395 $28,863 $34,947 

Standard - 
Deviation Unknown $51,563 Unknown $ 9,342 Unknown $63,548- 

* Weighted number of cases. 

t .  
I .  
I - 

1. 

o  
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SAMPLE SIZES  

OFFICE F.I.T.A. PRIVATE 

Number Population Number Population 
Sampled Size Sampled Size  

Halifax 44 518 53 111 

Montreal 57 288 79 1530 

Sherbrooke 59 87 49 194 

Quebec City 52 111 50 360 

Toronto 52 524 75 1312 

Hamilton 50 251 49 917 

Ottawa/Hull 57 1231 44 450 

Sudbury 36 154 45 305 

London 45 73 51 231 

Winnipeg 60 192 51 231 • 

Regina 50 101 12 15 

Saskatoon 52 154 50 201 

Calgary 52 77 55 282 

Vancouver 53 580 49 580  

770 4418 - 739 ' 7043 



TABLE 2.3 

DOCUMENTS PRESENT: F.I.T.A. FILE SAMPLE  

DOCUMENT  
TS Receipts Sample 

Questions Affairs FITAFORM Court Affidavit Budget Receipts or Size 
(f) (e) (c) (i) (i) (d) (j) TS Court 

OFFICE 

Halifax 44 44 38 8 1 43 42 41 44 
Montreal 57 53 56 57 47 44 0 57 57 
Sherbrooke 58 59 59 58 0 0 55 58 59 
Quebec City 52 49 21 51 0 10 0 26 51 
Toronto 52 52 14 52 45 43 32 51 52 
Hamilton 50 50 50 49 43 37 8 49 50 
Ottawa 57 57 57 57 32 45 46 57 57 
Sudbury 36 35 36 36 33 33 28 36 36 
London 45 45 45 f 45 42 42 44 45 45 
Winnipeg 60 60 59 52 20 57 51 55 60 
Regina 50 50 50 50 • 45 43 36 50 50 
Saskatoon 52 52 51 52 50 49 2 52 52 
Edmonton 51 49 48 50 50 40 38 47 51 
Calgary 52 52 52 51 0 2 48 51 52 
Vancouver 53 53 53 53 0 47 52 53 53  
Subtotal 769 760 689 721 408 535 508 753 770  
Missing . 1 10 81 49 362 235 262 17 0  
TOTAL 770 770 770 770 770 770 770 770 770 

(c) application forms for the bankruptcy services of the Federal Trustee (Parts A and B) 
(d)budget sheet and employment history sheet located with the application forms 
(e)bankrupt's statement of affairs 
(f) questions put to the bankrupt by the Official Receiver 
(1) report of the Trustee to the Court on the bankrupt's application for discharge (including 

the list of creditors who have proved their claims and the affidavit of the bankrupt 
concerning the date of his assignment, his employment and budget) 

(j) Trustee's final statement of receipts and disbursements 



- OFFICE DOCUMENT 

TABLE 2.4 

DOCUMENTS PRESENT: PRIVATE FILE SAMPLE  

TS 
Questions Affairs FITAFORM Court Affidavit Budget Receipts Sample 

(f) (e) (c) (i) (i) (d) (j) Size 

Halifax 53 53 30 15 8 24 28 53 
Montreal 79 79 74 75 0 0 57 79 
Sherbrooke 49 49 40 37 0 0 29 49 
Quebec City 50 50 23 22 1 0 8 50 
Toronto 75 74 59 59 45 38 31 75 
Hamilton 49 48 39 38 28 24 21 49 
Ottawa 44 44 42 35 16 16 30 44 
Sudbury 45 44 45 44 31 27 39 45 
London 51 51 44 44 36 35 36 51 
Winnipeg 51 52 51 49. 0 0 36 51 
Regina 12 12 12 12 0 0 4 12 
Saskatoonr, 27 26 19 19 1 0 13 27 

›. 
Cm 

Edmonton 50 50 46 41 0 2 33 50 
Calgary 55 55 52 53 0 0 18 55 
Vancouver 48 49 43 43 0 0 22 . 49  
Subtotal 738 735 619 586 166 166 405 739  
Missing 1 4 120 153 573 573 334 0  
TOTAL 739 739 739 739 739 739 739 739 

(c)application forms for the bankruptcy services of the Federal Trustee (Parts A and B) 
(d)budget sheet and employment history sheet located with the application forms 
(e)bankrupt's statement of affairs 
(f)questions put to the bankrupt by the Official Receiver 
(i) report of the Trustee to the Court on the bankrupt's application for discharge (including 

the list of creditors who have proved their claims and the affidavit of the bankrupt 
concerning the date of his assignment, his employment and budget) 

(j)Trustee's final statement of receipts and disbursements 



TABLE 2.5 

SAMPLE WEIGHTING  
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TORONTO: FITA 10.077 1.756 
PRIVATE 17.493 1.836 

10.077 1.327 
17.493 2.303 

HAMILTON: FITA 5.020 0.875 
PRIVATE 18.714 1.964 

5.020 0.661 
18.714 2.464 li 

3.200 0.421 
4.529 0.596 

2.020 0.266 
1.250 0.164 

1.481 0.195 
1.074 0.141 

3.020 0.398 
4.020 0.529 

5.127' 
1.481 0.195 

0.538 5.127 0.675 

7 . 595  9.530 

FILES -PRIVATE -TRUSTEFFILES COMBINED FILES  
Design Working -  Design . .Working Design Working-, 
Weight Weight . Weight . - -- Weiqht Weight Weight  

OFFICE 

HALIFAX: FITA 11.773 2.052 
PRIVATE 2.094 0.220 

MONTREAL: FITA 5.053 0.881 5.053 0.665 
PRIVATE 19.367 2.032 19.367 

SHERBROOKE: FITA 1.474 0.257 
PRIVATE 3.959 0.415 

11.773 1.550 
2.094 0.276 

1.474 0.194 
3.959 0.521 

QUEBEC CITY: FITA 2.135 0.372 
PRIVATE 7.200 0.756 

2.135 0.281 
7.200 0.948 

r - 
t. 

OTTAWA: FITA 21.596 3.764 21.596 2.843 
PRIVATE 10.227 1.073 10.227 1.346 

o 

SUDBURY: FITA 4.278 0.746 4.278 0.563 
PRIVATE 6.778 0.711 6.778 0.892  

LONDON: FITA 1.622 0.283 1.622 0.214 
PRIVATE 10.314 1.082 10.314 1.358 

WINNIPEG: FITA 3.200 0.558 
PRIVATE 4.529 0.475  

REGINA: FITA 2.020 0.352 
PRIVATE 1.250 0.131  

SASKATOON: FITA 1.481 0.258 
PRIVATE 1.074 0.113  

EDMONTON: FITA 3.020 0.526 3.020 
PRIVATE 4.020 0.422 

CALGARY: FITA 1.481 0.258 
PRIVATE 

VANCOUVER: FITA 10.943 1.907 10.943 1.441 
PRIVATE 11.837 1.242 11.837 1.558 

New Sampling Ratio 5.738  



CHAPTER 3: DEMOGRAPHIC PROFILE AND DEBTOR HISTORY  

Data available from  the files on the consumer bankrupt's- _ 
,background, including demographic' variables, is presented here. 'Chapter 4 
deals with the information available on liabilities and assets.' 

3.1 Demographics: Age, Sex, Marital Status and Number  
of Dependents  

Table 3.1 shows the distribution of the sample by age categories. 
(Table 3.1 and other tables for Chapter 3 are located immediately following 
the text for this chapter). Consumer bankrupts tend to be younger than the 
adult population at large. Nearly two-thirds (63%) were under the age of 35, 
compared to 43% of the total adult population age 18 or older. In fact, 
almost one half of bankrupts (48%) were between the ages of 25 and 34. At 
the other end of the age scale, 8% of consumer bankrupts were age 50 or older 
compared to about a third (33%) of the total adult population. The average 
age of all consumer bankrupts was 33.6 years. 

A breakdown of the sample by file type (F.I.T.A. versus private) 
revealed a basic similarity in age distribution. The average ages, for 
instance, were quite similar at 33.1 years and 34.0 years respectively. 
There was, however, a greater proportion of young people filing under 
F.I.T.A. Thus, 22% of the F.I.T.A. bankrupts were under the age of 25 
compared to 11% of those filing with private trustees. 

Sex 

About two-thirds (66%) of all bankrupts were male. Females 
accounted for 27%. In 1977 joint filings (husband and wife) were a separate 
category in some areas and the remaining 6% of cases were so classified. 
The great majority (83 of 94) of joint filings were through private 
trustees. 

Marital Status  

Direct comparisons between the bankruptcy sample and the 
population as a whole regarding marital status were complicated by 
efferences in categories used. One difference is that  data  available for 
Canada as a whole (drawn from the Canada Year Book  1978-79 and referring to 
1976) were based on the population 15 years and over. While conceivably an 
individual aged 16 could go bankrupt, in fact only 0.6% of bankrupts were 
under the age of 20. 

18 
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Data for Canada as a whole show that 64% of the population aged 
15 and over were married, a figure which includes those that are separated. 
Among the bankruptcy sample24  64% were also categorized as married. 
However, another 13% were shown as separated. Also, while only 1.7% of the 
total adult populetion was divorced this was the status for 6.3% of the 
bankruptcy samplee 5 . Thus a total of 19.6% of bankrupts were shown as 
separated or divorced. 

Single persons constitute 28% of the total adult population, a 
figure which includes those living common-law. Among consumer bankrupts 
only 10% were single and another 5% living common-law. Those widowed make 
up 6% of the total population but only 1% of the bankruptcy sample. This 
difference is no doubt accounted for by the fact that bankrupts are younger 
on average, as discussed above. 

There were no dramatic differences between the private trustee and 
F.I.T.A. components of the bankruptcy sample except that a somewhat smaller 
proportion of the F.I.T.A. sample was married and living together (59% 
compared to 68%) while a somewhat higher proportion of the F.I.T.A. sample 
were separated (16% compared to 12%) or living common-law (7% compared to 
4%) 

Number of Dependents  

Dependents refer to persons living with and supported by the 
bankrupt. The modal category (38%) was those listing no dependents; another 
11% listed one dependent, these two groups thus accounting for half the 
sample. Another third of the sample 134%) had two or three dependents and 
the remaining 16% showed  , four or more£ 6 . The breakdown between private 
and F.I.T.A. files revealed that a somewhat higher proportion of F.I.T.A. 
files (42%) show no dependents, compared to 36% of private files. This may 
be related to the higher proportion of young adults (under 25) among F.I.T.A. 
files. 

24. Based on 1,406 cases; the other 103 were unknown. 

25. Other data for the entire sample showed that about 5% had 
been involved in a divorce and 9% in a separation or other 
settlement in the previous five years. 

26. These figures may not be entirely reliable. Those living 
alone should have been coded as having no dependents. In 
some cases, however, a person paying alimony/support may have 
listed one or more dependents and the coding may not have been 
entirely consistent in such cases. 
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From the above data on age, sex, marital status and number of 
dependents, a partial demographic profile of consumer bankrupts emerges. 
They tend tp be drawn from the younger age groups, two-thirds of them being 
under 35 years of age. Most (two-thirds) are male; in fact, many, if not 
most, cases of female consumer bankruptcy are çeecipitated by the husband's 
bankruptcy (discussed further under "Causes of Bankruptcy"). A majority of 
bankrupts are married and a majority of consumer bankrupts have at least one 
dependent, with half of the total sample listing two or more dependents. It 
is also worth noting, however, that about two fifths of bankrupts list no 
dependents. In short, the typical bankrupt would be a married male in the 
early to middle stages of the family life cycle with one or more children. 
However, the data also show that about one in five bankrupts are separated or 
divorced and there is some evidence that bankrupts have a higher incidence of 
marital breakdown than the population at large. One hypothesis is that 
financial difficulties lead to strains on a marriage which may result in 
separation or divorce. In some cases the separation/divorce no doubt 
compounds the financial problems and can be seen as a contributing factor to 
the family's insolvency. An alternative hypothesis is that there is no 
relationship between a family's financial and marital problems. Available 
evidence, however, suggests that a relationship does exist and it seems 
reasonable to suppose that family dysfunction can be caused or severely 
aggravated by financial difficulties or mismanagement. An attempt is made 
elsewhere to examine this issue (see "Debtor History"). 

3.2 Socioeconomic classification of the occupational data  

It was of particular interest to determine how the bankruptcy 
sample was stratified in terms of socioeconomic status. The most relevant 
data in this respect was the detailed information available on occupation. 
To derive a useful scale this information was coded in terms of a 
classification developed by Peter Pineo, John Porter and Hugh McRoberts as 
described below27 . 

Research on social stratification relies heavily on the 
classification of occupational data. Pineo, Porter and McRoberts have noted 
in their article, however, that the 1971 Census codes are not particularly 
good for, this purpose. As an alternative they developed and demonstrated 
the suitability of a new approach for the socioeconomic classification of 
occupations. The implicit criterion underlying the classification is an 
informed assessment of the social standing (or occupational prestige) of the 
occupation. The alternative coding system results ultimately in sixteen 

27. Pineo, P.C., Porter, J. and McRoberts, H., "The 1971 Cemsus 
and the Socioeconomic Classification of Occupations", in the 
Canadian Review of Sociology and Anthropology, 14(1) 1977, 
pp. 91-102. 
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categories ranging from "self-employed professionals" at the top of the list 
to "unskilled manual and clerical" occupations and farm labourers at the 
bottom. Details of the methodology and its limitations are provided in the 
article. The resulting ranking of occupations was shown to be superior to 
the Census  .Major  Groups as a measure of social standing. 

As pointed out by the authors, their classification could be used 
for non-census data. Not only would a respectable measure of the standing 
of occupations be produced, but it would also be possible to compare the 
resulting distribution with the census to test for possible bias in the 
sample. For both these reasons the coding system and resulting 
socioeconomic categories outlined in the article were employed in the 
present research. 

Table 3.3 shows the distribution Qf those cases in the combined 
bankruptcy sample that could be c1assified2d in terms of their ranking 
along the sixteen socioeconomic categories of the Porter-Pineo-McRoberts 
scale. Also shown is the distribution of the total labour force from the 
1971 Census along the same scale. 

• 
The Pineo, Porter and McRoberts article suggests that some 

collapsing of the 16 categories is possible. When this is done some 
interesting and pronounced differences in the distributions are obvious. For 
example, the authors suggest that the top three categories can be combined to 
form a managerial and professional group. While 10% of the labour force is 
in this group this is true for only 3% of the bankruptcy sample. Similarly, 
some 28% of the labour force would be classified at the foreman level or 
higher, while this is true for only 14% of the bankruptcy sample. 

Another suggestion by the authors is to combine the clerical sales 
and service workers with the manual labouring category at the same skill 
level. At the skilled level the percentage proportions are roughly equal; 
that is, 18% of the bankruptcy sample and 20% of the labour force. Roughly 
the same is true at the semi-skilled level, which includes 29% of the 
bankruptcy sample compared to 26% of the labour force. However, a dramatic 
difference is noticeable at the unskilled level. Some 20% of the labour 
force was categorized at this level. Among the bankruptcy sample fully 38% 
are at this level, almost twice the proportion and nearly two-fifths of all 
classified cases. If it is reasonable te assume that a high proportion of 
the 234 bankruptcy cases not included because they were shown only as 

28. Of the 1509 cases about two-thirds (968) cOuld be 
classified. Of the others, 234 were shown only as 
"unemployed" or "unemployed on social assistance". Another 
118 were listed as "housewives °  and the remaining 188 were 
"missing" on this variable. 
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"unemployed" or "unemployed on social assistance" were low in skill level 
then it is likely that even a higher proportion of all consumer bankruptcy 
cases (perhaps 50% or more) are at the unskilled level. 

These findings show clearly that consumer bankrupts do not 
constitute a representative sampling of the labour force. Rather, it is 
obvious that consumer bankrupts are most likely to be drawn from the lowest 
skill levels. At the upper end of the scale the professional, managerial 
and other categories at the foreman level and above are very much 
under-represented. Thus, viewed in a stratification (social class) 
framework, consumer bankruptcy is very much a phenomenon associated with the 
working classes and in particular the lower working class. Consumer 
bankruptcies among the middle class or professional groups are much less 
comnon. This is not to say, of course, that such groups are "Immune" from 
problems of insolvency. As the data here show, for instance, they represent 
a small but significant proportion of consumer bankrupts. 

That bankruptcies should be concentrated among the lower classes is 
not surprising given such factors as greater instability of employment and 
lower income levels. The findings are also consistent with surveys of 
problem debtors and the clients of debt counselling and related services. It 
is generally the lower income and skill levels which experience the most 
problems and make up the bulk of the clientele of such services. 

A breakdown of the occupational distribution according to whether 
the bankrupt filed with a private trustee or under the F.I.T.A. program is 
shown in Table 3.4. Generally the F.I.T.A. sample is more concentrated at 
the lower end of the scale, as would be expected given the objectives and 
focus of F.I.T.A. For instance the unskilled categories include 33% of 
those filing privately but 46% of F.I.T.A. cases. 

As noted above, 234 cases of the total sample were known only to be 
"unemployed" or "unemployed on social assistance". Of these, 108 were from 
the private sub-sample and 126 filed under F.I.T.A., representing 13% of the 
former and 24% of the latter. If it is assumed that a high proportion of the 
unemployed are at or near the lowest socioeconomic categories, then the 
difference between the F.I.T.A. and private sub-samples is more pronounced. 

In short, there are clear differences between the two sub-samples, 
F.I.T.A. files being predominantly from the lowest socioeconomic categories 
and more often unemployed and/or on social assistance than those filing 
privately. This finding is consistent with the eligibility criteria of the 
F.I.T.A. program itself. 

The 118 housewives in the sample were not included in the tables. 
Of the 118, 38 were from the private files, representing about 6% of the 
sub-sample. The 80 who filed under F.I.T.A. represent about 20% of that 
sub-sample. No doubt one factor accounting for the difference is that 
housewives forced to declare bankruptcy will typically have little income or 
assets to pay for the services of a private trustee. 



23 

3.3 Employment status and income 

IFurther information on the socioeconomic circumstances of persons 
declaring bankruptcy was provided by one of the questions put to bankrupts 
by the Official Receiver. The question asked whether the individual was 
employed and if so, on which date employment commenced. This question is 
different from the data presented above on occupational categories. That is, 
it is entirely possible that a person who, for instance, gave his occupation 
as "welderu could also have been unemployed at the time. 

In coding the employment question provision was made for four 
categories: employed full-time, employed part-time, not employed, and 
unknown. By combining this information with the date on which the 
employment status commenced compared to the date on which the questions were 
put to the bankrupt it was possible to derive some idea of employment status 
and stability. 

Table 3.5 shows the distribution of the combined sample by 
employment status and a breakdown of private trustee versus F.I.T.A. cases. 
For the entire sample about 60% indicated they were employed. The breakdown 
by file type, however, shows that while about 70% of those filing privately 
were employed this was true for only about 40% of those filing through 
F.I.T.A. One factor accounting for this is that the majority of housewives 
declaring bankruptcy (see above) did VD under F.I.T.A. Nevertheless, the 
proportion of unemployed in both sub-samples, but especially the F.I.T.A. 
cases, is very high. It must be concluded that there is a positive 
relationship between being unemployed (and therefore having little if any 
income to pay bills) and declaring bankruptcy. While the nature and 
strength of this relationship is an issue requiring further analysis, at 
least some insight is provided by the data on length of time in present 
status (employed or not employed). This information was available for about 
two-thirds of the entire sample and is shown in Table 3.6. 

The table indicates a high degree of change or instability in 
employment status. One quarter of the cases had been in their present 
status for more than three years and 38% have been so for a year or more. 
However, nearly 10% had changed within the very month of filing for 
bankruptcy and slightly more than half had changed within the preceeding six 
months. While no comparison with the population at large was attempted, 
instability of employment status appears high among consumer bankrupts. 

In general, it may be concluded that consumer bankrupts exhibit a 
much higher degree of unemployment and job turnover, than the population at 
large. An important factor in accounting for this is that, as noted above, 
bankruptcy is concentrated among those in the lowest occupational groupings 
(e.g., unskilled manual and clerical workers). Such occupations are often 
characterized by higher job instability (e.g., layoffs or quitting 
voluntarily) and lower pay levels than occupations in the higher 
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socioeconomic categories. Where the individuals affected have low debt 
levels the fact of intermittent employment in itself may not be too dramatic. 
However, if such individuals are carrying relatively high debts then it is 
clear that loss of job could quickly lead to insolvency. Also, asset levels 
are relevant to the individual's ability ,  to "weather" a period of 
unemployment and still meet financial obligations. Liability and asset 
structures and their relationship are examined later in this paper. 

Income 

Sonie data were available on incomes including a question put to 
the bankrupt by the Official Receiver asking whether the person was employed 
at the time and his or , her income. The amount stated could be either ,  gross 
or net income. As well, F.I.T.A. applicants were asked to state their 
income for "this year" and "last year" in addition to their present net 
income. 

The data were not very reliable but did give some idea of general 
income levels. There were only about 879 (of 1,509) valid observations on 
the income question. Of the 272 cases where a gross income was listed the 
average amount was $11,418 (standard deviation $4,500). Where a net income 
was stated (511 cases) the average amount was $7,386 (standard deviation 
$3,189). Finally, there were 96 cases where the amount listed was not known 
to be gross or net. The average in these cases was $8,311 (standard 
deviation $4,145). 

Though spotty and covering wide ranges the data indicate that 
incomes of consumer bankrupts are generally quite low. This is particularly 
true in cases where one or more dependents axe being supported. In this 
respect the impressions gained from the occupational distribution and 
employment status figures are reinforced. That is, consumer bankrupts are 
generally drawn from the lowest socioeconomic groups, whether measured by 
income or occupation. Also, some persons gave a non-employment income; that 
is, income derived from unemployment or social assistance benefits. As noted 
above, instability of employment appears much more prevalent among consumer 
bankrupts (and the socioeconomic groups fXom which many consumer bankrupts 
are drawn) than among the labour force at large. 

The grouped income data (747 valid observations) show the modal 
income category was $9,000-$9,999 (14%). Nearly 80% of the cases were 
between $5,000 and $15,000 in income, distributed quite evenly. It should 
be noted that both for the figures on average incomes and the grouped 
income data values of $0 were treated as missing values and therefore 
excluded. It may be that some bankrupts (housewives for example) actually 
had zero  income during the year. To the extent this is true the data here 
are biased upwards. 
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The same data was broken down by file type. Among those filing 
privately the modal income group was $9,000-$9,999 (17%) followed by the 
$12,000-$14,999 category (16%). By contrast the modal category of those 
filing under F.I.T.A. was $5,000-$5,999 (20%) followed by the $6,000-$6,999 
group (14%). About two fifths (42%) of those filing privately had incomes 
above $10,000 compared to only 7% of F.I.T.A. files. Again, the findings are 
not suprising in light of the eligibility criteria for F.I.T.A. They 
indicate however that especially among F.I.T.A. applicants, incomes at time 
of filing are quite low on average. 

Other Information  

Also of interest in learning about the situation of consumer 
bankrupts at time of filing was a question asked of F.I.T.A. applicants as 
to how they had learned of the program. Of those responding (503 of 770) 
the most frequent referral source was a lawyer or legal aid (25%) followed 
by "other counsellors" (24%). Third in rank was "friend or relative" (17%), 
then credit counselling services or orderly payment of debts (15%). 
Together these account for about 80% of referrals. None of the other 
sources accounted for more than about 5% each. These included applicants 
who were referred by private trustees (6%), applied on their own initiative 
(4%), learned through advertising (4%), or were referred by bank 
managers/other creditors (3%), family service bureaux (3%) or employers(1%). 

3.4 Debtor History: Perceived causes of bankruptcy; when and how  
bankrupts become aware of insolvency  

Other questions put to the bankrupt by the Official Receiver 
included asking the bankrupt to state the causes of his bankruptcy and when 
he or she first became aware of being insolvent. Data from these questions 
are reported here. Bankruptcy Branch officials have noted, however, that the 
information must be read with caution since the answers are clearly related 
to the interviewing skills and amount of interpretation by various Official 
Receivers in recording the information. Thus the information reported here 
should not be taken as being emtirely accurate. It did, however, appear 
quite interesting and worth reporting. 

Causes of bankruptcy  

During the qUeStions put to the bankrupt by the Official Receiver' 
the consumer bankrupt was asked "What are the causes of your bankruptcy?" 
Practically all of the saMple stated at least one reason (only19 of 1,509 
or about 11 - dienot).-  Slightly more than half-the Sample ,(78 4 -Of 1,509) - 
also listed a second reaSon, while about 10% of the total listed three 
reasons. 
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For coding purposes the reasons'were groUped Into 17 categories toA^eflect -
as much as possible the wording_of the answers given.. 

Some  of  these reflected a common factor and some categorieshad 
only -a few cases in them. The seventeen were therefore collapsed into five 
general categories. 

•••• 

• 

The distribution of reasons 
changed only slightly (no category by 
reason listed was considered (N=1490) 
distribution of first reason given as 
observations Can be made.  

across  the • five general: categories 
more • than 2%) whether only the'first' 
or all'reasons (N=2452). 13ased on thé
shown:in Table 3.7 a number of - • 

First, about Oné-tenth-(11%) of consuMer- bankruptcies were related 
to the operation of or guarantees, for a business. About  another one-tenth 

- were related tO misfortune.such as a sudden or chronic deteribratimin › 
health, medical expenses or other misfortune beyond the debtor's : 
contro1 29 . . 

In most cases (at least three-quarters or more of the total) the 
bankruptcy was more or less directly related  th consumer debt. Thus, the 
table shows that slightly more than half (53%) of all reasons listed were 
directly related to mismanaged or excessive consumer credit. Included in 
this category wes the reason °liabilities as guarantor for spouse" as 
further analysis indicated this reason typically referred to wives forced to 
declare bankruptcy after their husbands had defaulted on debts which the 
wife had cosigned. 

The relationship between consumer indebtedness per se  and 
bankruptcy is perhaps less direct where °unemployment°  or marital/family 
problems' was the first cause listed. (19% and 5% of first reasons 
respectively). In the former instance it may be that the person's 
indebtedness level and ability to pay bills as they became due were well 
under control until he or she became unemployed or was forced into a lower 
paying job. In some cases, however, the person may have lost or given up 
their job for reasons closely related to their indebtedness. These reasons 
could include actual or theatened garnishment or a deliberate attempt to 
avoid paying bills through quitting their job then declaring bankruptcy. 

There is similar ambiguity in the extent to which °marital/family 
problems u  as a reason for bankruptcy is related to consumer debt. In some 

29. Those coded as "other misfortunes beyond debtor's controlu 
were re-examined and found to include car accidents, bad 
real estate deals, house fires, loss of driver's licence, 
jail and gambling. Also included, however, were a few 
references to threatened or actual legal proceedings. 
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cases, high debt levels may have been primarily responsible for family 
friction and eventual separation or divorce. It is more likely, however, 
that the order of events was that the couple separated and as a result one 
of the spouses was suddenly faced with added expenses and/or reduced income. 
The net result was an inability to service existing or new debt which led to 
an assignment into bankruptcy. 

In general, it appears that business related debts (10% of total) 
and health related problems (another 10% of total) aside, practically all 
other consumer bankruptcies are more or less directly related to mismanaged 
and/or excessive consumer debt levels. In some cases allowance would have 
to be made for extenuating circumstances largely beyond the bankrupt's 
control. 

As noted above these circumstances would include unexpected loss 
of job or a separation/divorce which presented insurmountable financial 
obligations due to reduced income and/or increased expenses. Overall, 
however, the level and structure of consumer debt and other expenses in 
relation to income and assets represents the most important area of 
investigation in analyzing the immediate and underlying factors accounting 
for consumer bankruptcy. These factors are explored further in other 
sections of this report. 

A second source of information on the immediate causes of 
bankruptcy was often available as a "check"  against information given by the 
bankrupts. In cases where the Trustee's statement to the Court or to the 
Superintendent of Bankruptcy was available the trustee usually listed what 
in his opinion were the causes of the bankruptcy. A breakdown of the first 
cause listed by trustees (N.1344) in terms of the five major categories in 
Table 3.7 was done. The percentage distribution was as follows (first 
reason given by consumer bankrupt in brackets): health/misfortune 14% (11%), 
unemployment 18% (19%), business related 12% (11% ) , marital/family problems 
4% (5%) and consumer debt 52% (53%). Thus the results show essentially the 
same distribution and confirm the distribution of causes listed by consumner 
bankrupts themselves. 

How and when applicants became aware of their.  insolvency  

Immediately after stating the causes of bankruptcy ,  the consumer 
bankrupt was asked when he or she first became aware of being insolvent. 
As noted above, the quality of this information is highly dependent on both 
how it was interpreted by the bankrupt and the interviewing skills and amount 
of interpretation on the part of various Official Receivers. The data on 
this question in particular should therefore be treated as being of interest 
but not necessarily correct. The time that elapsed between this awareness 
and the date of filing the assignment Into bankruptcy was calculated where 
possible. The results are shown in Table 3.8. 
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The data show that more than a third (36%) filed immediately or 
within a month of when they were recorded as becoming aware of their 
insolvency. Furthermore, almost two-thirds (66%) filed within three months 
of becoming aware. At the other end of the scale, only 2% went two years or 
more before filing and only 7% more than a year. The average time for all 
cases reported was roughly four and one-half months. 

Some individuals also provided information about how,  they became 
aware of being insolvent. The data are quite "spotty" since the question 
was not asked specifically and information was given or recorded in only 
some cases. Nevertheless, some 16% of the sample provided at least one 
answer that was recorded. The rank order of answers given was as follows: 
Legal action had been taken (21%), pressure from a collection agency (15%), 
when unable to be helped by credit counselling service or orderly payment of 
debts arrangement (15%), when could not meet monthly payments (13%), when 
spouse lost job (12%), and when spouse declared bankruptcy (9%). The 
remainder included marital problems (6%), illness (5%) and when business 
failed (4%). 

Given the small number of cases the pattern of answers provide 
only a tenuous idea of precipitating factors. However, it appears that 
perhaps one-half of those who file an assignment into bankruptcy have had 
legal action taken against them or are under other pressure from creditors. 
(And, as seen above, lawyers,  légal  aid and other counsellors are a common 
source of bankruptcy referrals.) This impression is reinforced by data above 
showing that more than a third of bankrupts filed within a month of becoming 
aware of their insolvency and two-thirds within three months. Although 
financial problems are almost by definition far advanced and acute it appears 
that many only become fully aware of the seriousness of their situation and 
file for bankruptcy when pressured (through legal action or harrassment) by 
creditors. The extent to which actual or threatened legal action is related 
to "unemployment" and the high rate of change of employment status noted 
earlier also appears to warrant further attentionn. Additional 
information was provided by some bankrupts on their attempts to pay their 
debts or encounters with the law previous to filing for bankruptcy. 
Generally speaking these involved only small proportions of the sample. 
Regarding legal action taken against them, about 5% indicated goods had been 
repossessed while about 3% said they had voluntarily returned goods. Data 
from the F.I.T.A. applications showed about 11% said their wages had been 
garnisheed and roughly the same number had been served with a writ of . 

execution. Of the total sample about 4% had been previously bankrupt. 

Data for the entire sample showed 2% answered "yes" to the question 
about making a previous proposal and 3% said they had been involved in a 
previous arrangement. Of those who had been previously involved in a debt 

30. See Puckett, T.C., "Credit Casualties: A Study of Wage Garnishment in 
Ontario" (1978), 28 University of Toronto Law Journal  95-194. 
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repayment arrangement (N=45) the average duration was about 11 months. For 
the F.I.T.A. sample only, information on whether the services of a debt 
counselling or orderly payment of debt service had been used was recorded. 
Answers indicated that practically none (0.1%) had used Part X of the 
Bankruptcy Act, about 5% had used Quebec's Lacombe Law (23% of the Quebec 
sample) and practically none (0.1%) had tried a consolidation of debts. 
About 10% had previously tried a credit counselling service. 

Summary  

The data on socioeconomic status and employment history presented 
earlier showed that bankrupts are drawn quite heavily from the lower socio-
economic categories. (Although it must be remembered that a small but signi-
ficant proportion of all bankrupts are drawn from the ranks of professional, 
managerial and skilled workers.) It waS suggested there that the high level 
of job uncertainty and turnover could be explained in terms of the fact that 
job security and pay are lower in semi-skilled and unskilled occupations. 
The data on causes of consumer bankruptcy and how consumer bankrupts became 
aware of their insolvency, although requiring caution in interpretation, 
suggest an extension or refinement of this position. That is, it appears 
from the data (admittedly spotty) that fairly high numbers of consumer 
bankrupts have been faced with legal proceedings against them or their PAY 
cheques, such as actual or threatened garnishment. In many cases such action 
was cited as the reason the person became aware of his insolvency. It may 
well be that these actual or threatened proceedings help explain the high 
rate of job instability among consumer bankrupts. Specifically, when faced 
with the seriousness of the situation some consumer bankrupts may have been 
released from their job or resigned voluntarily. The consequence, of course, 
is a worsening of an already very precarious situation, leading in many cases 
to an immediate or almost immediate filing of an assignment into bankruptcy, 
even though, as Bankruptcy officials note, the accumulation of debts leading 
to this crisis often takes place over a period of three years or more. In 
short, the séries of events in many cases appears to start with consumer debt 
which is mismanaged or simply too high in relation to income. At some point 
the mismanaged financial situation is abruptly brought to the person's 
realization through legal action brought against him or other creditor 
pressure. Incomes which are generally low, inherent job insecurity because 
of low skill levels and lack of financial management skills all contribute to 
the crisis. Marital problems are alsoa factor in many cases. At any rate, 
once faced with the seriousness of the situation many leave or are released 
from their jobs shortly thereafter. From that point many indicate that it 
took only a relatively short period of time to find themselves in the 
trustee's office. Of course, only a certain proportion of those coming to 
the trustee's office end up declaring bankruptcy, other solutions being 
referral for credit counselling or other legal financial arrangements. 
However, of those who do declare bankruptcy only relatively few say they have 
previously been involved in debt repayment schemes. 

In the second portion of the data analysis the structure of debts 
(and assets) of bankrupts are examined. 
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TABLE 3.1 

E. 

• PERCENT DISTRIBUTION OF WEIGHTED  
CONSUMER BANKRUPTCY SAMPLE BY AGE GROUPS  

AGE GROUP PERCENT OF SAMPLE  

18-19 

20-24 

25-2g 

30-34 

35-39 

40-44 

45-49 

50-54 

55-59 

60-64 

65 and up 

Total 

0.6% 
( 9 ) 

14.4% 
(215) 

24.8% 
(369) 

23.5% 
(350) 

14.7% 
(219) 

8.1% 
(120) 

6.2% 
(93) 

3.9% 
(58) 

2.3% 
(34) 

0.8% 
(12) 

0.7% 
(11) 

100.0% 
(1490)* 

* There were 19 cases where the age was unknown. 



100.0% 100.0% 

7.6% 

66.1% 

1.1% 

7.1% 

13.8% 

10.7% 

78.8% 

8.2% 

2.3% 
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TABLE 3.2 

PERCENT DISTRIBUTION OF BANKRUPTCY SAMPLE AND  
OF ADULTS 25 OR OLDER IN CANADA BY MARITAL STATUS  

Marital Status Consumer Adults 25+ 
Bankruptcy Canada 
Sample 

Single 

Married 

Widowed 

Divorced 

Separated 

Common-  Law  

Total 

Category not used. 
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TABLE 3.3 

•  PERCENT DISTRIBUTION OF CONSUMER BANKRUPTCY SAMPLE  
AND CANADIAN LABOUR FORCE (1971 Census) BY  

PORTER-PINE0 SOCIOECONOMIC CATEGORIES  

Socioeconomic Combined Consumer Labour Force 
Category Bankruptcy Sample (1971) 

self-employed professional 0.0% 0.7% 
(0) (57,115) 

employed professional 1.9% 7.6% 
(18) (597,655) 

high level management 1.0% 1.5% 
(10) r (116, 155) 

semi-professional 2.7% 4.1% 
(26) (324,765) 

technician 0.7% 1.6% 
(7) (129,975) 

mid-level management 3.2% 2.7% 
(31) (215,820) 

supervisor 3.4% 5.8% 
(33) (460,785) 

foreman 1.1% 3.6% 
(11) (284,640) 

skilled clerical-sales- 4.9% 8.3% 
service (47) (656,975) 

skilled craft, trade 13.3% 11.9% 
(129) (939, 415)• 

farmer 0.7% 3.0% 
(7) (234,015) 

semi-skilled clerical- 20.7% 14.8% 
sales-service (200) (1,168,085) 

(contsd) 
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8.1% 
(78) 

6.1% r.  (59) 

10.9% 
(860,480) 

5.1% 
(401,110) 

semi-skilled manual labour 

unskilled clerical-sales-
service 

TABLE 3.3 (cont'd) 

PERCENT DISTRIBUTION OF CONSUMER BANKRUPTCY SAMPLE  
AND CANADIAN LABOUR FORCE (1971 Census) BY  

PORTER-PINEO SOCIOECONOMIC CATEGORIES  

Socioeconomic Combined Consumer Labour Force 
Category Bankruptcy Sample (1971) 

I  

Ii 
1 -  
1 

unskilled manual labour 31.4% 15.1% 
(304) . (188,440) 

farm labour 0.8% • 3.2% 
- (8) , (254,115)  

Total, - 100.0% , 100.0%' 
(968 ) (7,889,545) 

1 -  

o 



Private - 
Trustee 

F. I .T . A. Socioeconomic 
Category 
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TABLE 3.4 • 

PERCENT DISTRIBUTION OF PRIVATE TRUSTEE  
AND F.I.T.A. SUB-SAMPLES (WEIGHTED) BY PORTER- 

PINE() SOCIOECONOMIC CATEGORIES  

self-employed professional 0% 0% 
(0) (0) 

employed professional 2.2% 1.3% 
(14) (4) 

high level management 1.4% 0 • 3% 
(9) (7) 

semi-professional 2.8% 2.2% 
(18) (7) 

technician 1.1% 0% 
(7) (0) 

middle management 3.7% 2.2% 
(24) (7) 

supervisor 3.7% 2.5% 
(24) (8) 

foreman 1.2% 0.9% 
(8) (3) 

skilled clerical-sales- 5.2% 4.4% 
service (34) (14) 

16.2% 7.8% 
(105) (25) 

skilled craft, trade 

semi-skilled clerical-
sales-service 

semi-skilled manual 

19.3% 23.5% 
(125 )  (75 )  

7.9% •8.5%  
(51) (27) 

(Cont'd) 



(6) (2) 
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TABLE 3.4 (cont'd) 

PERCENT DISTRIBUTION OF PRIVATE TRUSTEE  
AND F.I.T.A. SUB-SAMPLES (WEIGHTED) BY PORTER- 

PINE° SOCIOECONOMIC CATEGORIES  

F.I.T.A. Private 
Trustee 

Socioeconomic 
Category 

unskilled clerical-sales-
service 

unskilled manual 

farm labourer 

6.5% 5.0% 
(42) (16) 

26.9% 
(174) 

0.9% 

40.8% 
(130) 

0.6% 

- farmer 1.1% 0% 
(7) (0) 

Total 100.1% 100.0% 
(648) (319) 
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E.  

•  
TABLE 3.5 

PERCENT DISTRIBUTION OF WEIGHTED SAMPLE  
BY EMPLOYMENT STATUS AND BY FILETYPE  

Employment Status File Type:  
Combined Private F.I.T.A. 

employed full time 

employed part time 

not employed 

Total 

* There were 16 unknowns. 

56.4% 68.6% 37.1% 
(842) (627) (215) 

4.6% 4.5% 4.8% 
(69) r (41) (28) 

39.0% 26.9% 58.0% 
(582) (246) (336) 

100.0% 100.0% 99.9% 
(1493)* (914) (579) 
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1. 
E .  

j. 

TABLE 3.6 

PERCENT DISTRIBUTION OF CASES BY HOW LONG  
IN PRESENT EMPLOYMENT STATUS  

Number of Months Percentage of Known Cases 

0 

1-3 

4-6 

7-9 

10-12 

13-24 

25-36 

more than three years 

Total 

9.1% 
(84) 

24.9% 
(229) 

16.1% 
(148) 

9.5% 
(87) 

7.8% 
(72) 

8.2% 
(76) 

4.9% 
(45) 

24.4% 
(224) 

100.0% 
(920) 

• 



TABLE 3.7 

PERCENT DISTRIBUTION OF CONSUMER BANKRUPTCIES BY  
FIRST REASON GIVEN FOR BANKRUPTCY  

First Reason Given Per Cent 

1. HEALTH/MISFORTUNE 
- debtor's health 72 
- medical expenses of . 

dependents 7 
- other misfortune beyond 

bankrupt's control 77 
- alcoholism 12 

TM- 

2. UNEMPLOYMENT 
- unemployment 151 
- seasonal or intermittent 

employment 24 
- change of jobs 4 

11.3% 
(168) 

18.8% 
(280) 

3. BUSINESS RELATED . . 
- business inexperience 

or inability - 38 ' 
- liability of guarantor 

for business , 100 
- liability of guarantor • 

for spouses,'s  business 9 . 
- other business 

. liabilities • 21 - • 11.3% 
• (168) 

4. MARITAL/FAMILY PROBLEMS 80 • 5.4% 
• (80) 

5. CONSUMER CONSUMER DEBT 
- excessive consumer , credit 257 
- excess borrowing 37 
- lack of budgeting/money 
•management skills 88 
- insufficient income to 

pay bills 194 
7g4" 

Total 

53.3% 
(794) 

100.1% 
(1490) 



TABLE 3.8 

WHEN AWARE OF INSOLVENCY AND DATE OF FILING  

Number of months elapsed from time insolvency was discovered and assignment Into bankruptcy filed 

0 1,, 2 3 4 .5 6 ' 7-9 , 10-12 13715 16718 19-24 25736 36+ Total* 

frequency . 192 329 212 220 79 80 60 108 81 16 26 23 15 15 1456 

* There were 3 cases with an unknown date of filing and 94 with an unknown date of becoming aware of 
insolvency. The figures, except for unknowns, are weighted and thus do not  total  1509. 
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CHAPTER 4: LIABILITIES AND ASSETS STRUCTURE OF CONSUMER BANKRUPTS  

Detailed information was available on the debts and assets of 
consumer bankrupts. The information was drawn primarily from the bankrupts' 
Statement ce Affairs but also from the trustees' reports where present, 
including the Trustee's Statement to the Court and Statement of Receipts and 
Disbursements. Bankruptcy Branch officials note that while the accuracy of 
the data in the Statement of Affairs is related to the bankrupt's ability to 
remember various debts, the Trustee's reports should be accurate. 

4.1 Total liabilities, total assets and deficiency  

Information available from consumer bankrupts about their 
liabilities and assets as listed in the Statement of Affairs was quite 
detalledil. The information required to be provided included a summary 
of total liabilities, total assets and the deficiency, a detailed  listing of 
creditors and amounts owed each, and a detailed listing of assets and their 
value. The summary data regarding total liabilities, total assets and the 
deficiency are presented below, followed by more detailed information on 
kinds and amounts with regard to particular liabilities and assets. 

The Statement of Affairs showed total liabilities, total assets and 
the deficiency as estimated and stated by the consumer bankrupt. Summary 
statistics regarding these three variables are shown in Table 4.1. (This and 
other tables for Chapter 4 are located immediately after the text.) 

Average (mean) total liabilities were $25,493 and average total 
assets were $6,243, leaving an average net deficiency of $19,237. As the 
table indicates, however, there is a wide range with a few extremely high 
values. The median indebtedness was only $10,865 and median assets were 
only about $400. To give a better idea of the distribution, the data on 
total liabilities and total assets by dollar categories are shown in Tables 
4.2 and 4.3. Included in each table is a breakdown for private trustee 
versus F.I.T.A. files. 

31. The instructions to the bankrupt were °you are required to complete 
carefully and accurately this sheet and such of the several sheets 
attached hereto as are applicable showing the state of your affairs on 
the date of your bankruptcy ... such sheets when completed will 
constitute your Statement of Affairs and oust be verified by oath or 
declaration.° 
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For total liabilities the modal category for the combined sample 
was $7,000-$9,999 (20%). Slightly more than half (56%) of the combined 
sample had liabilities under $12,000. At the upper ranges about a quarter 
(24%) had liabilities over $25,000. Included in this group are 11% of the 
sample having liabilities of $50,000 or more. About 5% had liabilities of 
$80,000 or more, and 2% had stated liabilities exceeding $150,000. 

The breakdown by file type shows fairly dramatic differences, with 
F.I.T.A. files typically showing much less owing. While 22% of F.I.T.A. 
files had liabilities of less than $5,000 only 7% of private trustee 
bankrupts owed less than $5,000. About three-fifths of F.I.T.A. files (61%) 
showed liabilities under $12,000 versus two-fifths (42%) of private files. 
At the upper end of the scale more than a third (35%) of private files owed 
$25,000 or more compared to only 5% of F.I.T.A. files. 

The data on assets show that more than a quarter (28%) of the 
total sample stated they had no assets and more than half (53%) indicated 
assets of less than $500 in value. About 10% indicated assets of $25,000 or 
more. Again, some dramatic differences between F.I.T.A. and private files 
emerge. Among F.I.T.A. files 44% show no assets versus only 19% of private 
files and about 85% of F.I.T.A. files indicate assets of less than - $1,000, 
versus 53% of private files. At the upper ranges, about a quarter of 
private files (24%) showed assets of $5,000 or more compared to only 3% of 
the F.I.T.A. sample. 

F.I.T.A. files, as seen earlier consist primarily of individuals 
from the lowest income and socioeconomic groups. Private files consist of a 
somewhat broader cross-section of persons. The results here on total debt 
and asset levels indicate the more modest circumstances of those filing under 
F.I.T.A. The very low asset levels in F.I.T.A. files also reflect the 
eligibility criteria for F.I.T.A. itself. 

In summary, about two-thirds of all consumer bankrupts show 
liabilities of $5,000-$25,000, the median being roughly $11,000. As will be 
seen below, these debts are made up of consumer debts in the vast majority 
of cases. A small but significant proportion, however, show debts of 
relatively high amounts ($40,000 or more) and these cases are more likely to 
involve personal guarantees for mortgage and business debt. Those filing 
under F.I.T.A. typically have somewhat lower debt levels. Only very small 
numbers of, this group have debts of more than $10,000. 

Bankrupts typically show little or no assets which can be applied 
against their debts. It is possible, however, that bankrupts will tend to 
minimize their assets, a notion that is tested elsewhere in this paper by 
examining the amount and kind of assets actually realized and disbursed by 
the trustee. There are a few cases where high levels of assets are 
indicated (among private files only) but as will be seen such assets usually 
represent real estate fully encumbered by a mortgage. Especially among 
F.I.T.A. files the likelihood is high that little or no assets will be shown. 



42 

A few general impressions emerge from the data. One is that the 
amount of indebtedness is not extremely high in most cases, particularly in 
comparison to other families in similar stages of the family life cycle. A 
second impression, however, is that assets as shown are typically very low. 
This could indicate that many assets of value have already been liquidated to 
pay bills or that the debts have been incurred for consumer goods of little 
resale value or for personal services. The characteristics of the sample, 
including a high proportion Who are of low socioeconomic status and tendency 
to blame their plight on mismanagement or excessive consumer spending support 
the latter view. Finally, it would seem from the typical amount of 
liabilities that if the consumer bankrupts had even $300-$400 per month to 
apply against their debts they could remain solvent. However, since a high 
proportion are on social assistance, otherwise unemployed or employed only at 
low paying jobs all income is needed for the basics of food, clothing, 
shelter and transportation. This combination of circumstances quite possibly 
has developed over a period of a couple of years or more. However, when the 
seriousness of the person's financial situation becomes obvious, often 
precipitated and aggravated by legal and other pressure applied by creditors, 
a feeling of hopelessness or "no light at the end of the tunnel"  is often 
followed by a relatively quick decision to seek a solution to the problem. 

4.2 Liabilities Structure: Types of Lenders, Purpose and  
Amounts of Individual Debts  

Data regarding the 16 largest debts as listed in the Statement of 
Affairs for each consumer bankrupez were recorded. In addition, the 
total number of debts for each consumer bankrupt was noted. 

The average number of debts for a consumer bankrupt was 14. The 
median number was 7.3 per case and the mode 5. About 30% of the sample 
listed 10 or more debts. A breakdown between private and F.I.T.A. files 
showed no noteworthy differences in distribution except that F.I.T.A. files 
tend to have somewhat fewer debts. 

The Statement of Affairs also included detailed information on 
individual debts Including the amount of the debt, type of lender and the 
kind and purpose of the debt. This detailed information was coded for the 
first 16 debts per case. Thus of the total number of debts (14,279) listed 
on the Statement of Affairs for the entire sample, detailed information was 
potentially available for 12,622 and missing for the remaining 1,657. 

32. For 1498 of 1509 cases; the others were unknown or 
missing. 
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Purpose of debt  

Through consultation with Bankruptcy Branch in making up the 
coding instructions it was agreed to distinguish three purposes: mortgage 
debt (first, second and other mortgages), student loans, and guarantor's 
debt for a business. It wes assumed that all other debts were for 
personal/consumer purposes. The distribution of all individual debts listed 
(up to 16 per case) by the four purposes distinguished are shown in Table 
4.4. 

The overwhelming majority of individual debts were for 
consumer/personal purposes (94.8%). Another 3.4% were coded as mortgage 
debt followed by guarantees for a business (1.7%) and student loans (0.1%). 
Of course in terms of dollar value the distribution would be different since 
a mortgage or business guarantee debt is typically for a much higher amount 
than the average personal/consumer debt. 

The emphasis here is on the personal/consumer debt. First, 
however, the data on mortgage, business, and student loan debt are presented 
in terms of the kinds of debt, to which type of creditor the money was owed 
and the amounts owing. 

Mortgage debt  

Some 16% of the entire sample were coded as having one or more 
mortgage debts. Of these, two-fifths (41%) listed one mortgage debt and 
another two-fifths (40%) two mortgages. The remainder listed three or more. 
However  thèse figures may represent an understatement of the prevalence of 
mortgage debt in that some debts coded as personal/consumer may in fact have 
been for mortgage purposes. For instance, some personal loans from banks or 
other institutions may have been for a down payment. 

By "kind" of debt is  mea ut the category under which the debt was 
listed on the Statement of Affairssi. The majority of mortgage debt 
(70%) was shown as "fully secured" with most of the remainder (another 29%) 
being listed as "partially secured". 

The results of a cross-tabulation of type of lender (13 
categories) by dollar amount categories are summarized in Table 4.5 The 
majority of mortgage debts (53%) were in excess of $10,000 but followed by 
the under $4,000 category (20%). The most frequently listed creditors are 
finance and acceptance companies, followed closely by chartered banks. 
Mortgage loans of relatively small amounts (under $7,000) are most often 
held by the finance and acceptance companies (43% of such loans) followed by 

33. Details are listed in the coding instructions, available on request. 
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banks (27%) and private individuals (19%). Loans from governments account 
for the remainder. In the case of finance companies or banks, such loans 
probably represent second mortgages or loans based on the person's home 
equity (or possibly loans extended for mobile homes). When creditors are 
private individuals, the amount may represent money borrowed from a relative 
for a down payment on a home. Given the characteristics of the sample noted 
above (relatively low incomes on average) the government loans may represent 
assisted home ownership plans. 

For mortgage loans of $10,000 or more the rank ordering of lenders 
was banks, trust companies, finance and acceptance companies, then credit 
unions. Private individuals and governments account for the remainder (13%) 
of loans of this size. 

It has been pointed out by Bankruptcy Branch officials that there 
is typically a three to five year lead time between the accumulation ce debts 
and a declaring of bankruptcy as a last resort solution. Given this lead 
time and the ascendancy of chartered banks in lending (and the general 
decline of finance companies) it is likely that a more recent survey of 
consumer bankruptcy files would show more bank debt and less finance company 
debt in most cases. 

Guarantees for a business  

Some 5% (N=75) of the total sample had one or more debts that were 
recorded as guarantees for a business debt. Of these, 29% held one such 
debt and another 24% held two; the remaining 47% held three or more. The 
great majority of these debts were classified as "unsecured" (87%); another 
8% were to "preferred u  creditors. 

A cross-tabulation of business debts by type of lender and hy 
dollar categories is shown in Table 4.6. The modal amount of such debts 
(39%) is in excess of $10,000 followed by debts of $4,000-$9,999 (23%) and 
debts of $1,000-$3,999 (22%). The most significant creditor was the 
chartered banks and more than half the loans owed to banks were for $10,000 
or more. The second lender group was mother retailers", probably involving 
money owed by the individual for goods and services supplied to his 
business. In about half these cases the amount owed was less than $1,000. 
As the table shows, other creditors included finance and acceptance 
companies, various government agencies, and a few private individuals and 
utilities. A few credit union (N=4) and trust company (N=2) loans were also 
noted, all in excess of $10,000. 

Even allowing for misclassification of some cases it is clear that 
business debts account for only a small proportion of those declaring 
personal bankruptcy. This finding is generally consistent with the 
proportion of the sample listing business related factors as a major cause 
of their bankruptcy. In these few cases, however, the amounts owing are 
likely to be substantial, that is, in excess of $10,000. 
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Student loans 
 

Less than 1% of the sample were recorded as owing money on - student 
loanS. Of the ten loans where lender was known three were from banks, four 
from government and three had been handed -  over  to Collection agencies. The 
modal amount category was $1,500-$2,499 (N=3), the others being  for  lesser 
amounts. lbese figures suggest that default on student loans iSan 
insignificant factor in the increase in bankruptcies. This: is not to -say 
that such defaults are not a major concern of persons granting student 
loans. - 

Bankruptcy Branch officials have offered an explanation for the low 
incidence of student loans here. That is, student loans have tended to be 
treated as necessaries under section 148 of the Act, thus discouraging 
persons with such loans from filing for bankruptcy. 

Consumer/personal debt  

Practically all cases in the sample (more than 99%) were shown as 
having personal/consumer debt. Further, of those debts where a purpose34  
was recorded (debts 1 through 16) personal/consumer debt represented about 
95% of the total, as noted above. The average (mean) number of personal/ 
consumer debts recorded per case in the sample was 9.1. The median number 
was 7 and the mode 5. Approximately 10% of the sample had more than 16 
consumer/personal debts. 

The distribution of personal/consumer debts by kind of debt (e.g. 
unsecured, fully secured) shows that some 88% of these debts were unsecured, 
6% were to preferred creditors and about 5% were fully or partially secured. 
See Table 4.7. 

Provision was made to record 46 different types of lenders. For 
analysis purposes these 46 were collapsed to 13 categories. The distribution 
of all personal/consumer debts by these 13 categories (where known) is shown 
in Table 4.8. 

Highlights of the table include the fact that in terms of sheer 
numbers the most prevalent category is  the finance and acceptance companies 
(N=1826). Second in rank are personal/consumer loans from chartered banks, 
(N=1354); amounts owing on bank credit cards account for another 572 items. 
Next in rank are debts owed to department stores35  (N=1119) and to 

34. Mortgage, business, student loan, personal/consumer. 

35. e.g. Eatons, Hudson Bay Co., Simpsons, Woodwards, Sears, Woolco, 
Zellers. 
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"other retailers" 36  (N=1116). Together these lenders account for about 
60% of the individual debts listed. 

Especially for the more common debt sources shown in Table 4.8, a 
question of interest was to learn what proportion of the sample owed money 
to particular sources. For instance, were the 1,354 debts where banks were 
listed as the credit source distributed across a large portion of the sample 
or concentrated among a small proportion of debtors? The question arises 
partly because any given category of creditor could have been listed more 
than once by a debtor. Thus a debtor could have listed a loan at each of 
two (or more) chartered banks, or finance companies, etc. The results of 
these calculations are shown in Table 4.9. 

By far the most common creditor among personal bankrupts are the 
finance and acceptance companies. Some 74% of the sample owe at least one 
debt to this source and 37% of the whole sample have two or more debts with 
finance and acceptance companies. At the other extreme only 6% of bankrupts 
report debt owed to trust companies. 

The second most common source of debt was the chartered banks, 
reported for about 61% of the sample. About 24% of the sample owed money on 
two or more bank loans. Also, about 30% report money owing on a bank credit 
card. The other "institutional lender" identified is the credit unions. 
Among the present sample some 21% reported owing money to this source. The 
final cash lender in the table is private individuals, reported as a debt 
source by about one third of the sample. 

Somewhat less than half the sample report money owing to 
department stores (46%) and other retailers (41%). Debts on gas and other 
credit cards, medical and dental bills, and collection agency or 'credit 
bureau bills are much less common, reported by about 15% or less of the 
sample in each case. However, about a third report one or more debts to 
utilities and government. 

It would of course be interesting to examine the various 
combinations of debts owed by people in the sample, given that the median 
number reported was 7. It may be, for instance, that certain clusters or 
sub-groups of creditors would emerge that could correlate well with such 
variables as socioeconomic status or province/region of residence. This 
type of analysis has not been done here but could be performed with the data 
file now available. 

The other cross-tabulation presented here is debts owed to various 
categories of creditors by the dollar amount of the debts. The results are 
presented in Table 4.10. 

36. e.g. clothing, hardware. 
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For those cases where information on both the amount and lender 
were available the table shows that slightly more than half (54%) of all 
individual debts were for less than $750. At the other end of the scale 
about 14% of individual debts were for $4,000 or more. There were, however, 
some very pronounced differences in the amounts typically owing to various 
creditors. 

Small debts of under $500 were most  ' prevalent  among medical and 
dental bills (91% under $500), utilities (83% under $500), non-bank credit 
cards (76% under $500), non-department store retailers (73% under $500) and 
collection agencies and credit bureaux (70% under $500). 

Large debts (those of $2,500 or more) are dominated by the 
financial institutions. Thus, while about a quarter (23%) of all individual 
debts were for $2,500 or more this was true for 58% of debts owed to 
chartered banks, 49% of credit union debts, 45% of , debts owed to finance and 
acceptance companies and 33% of debts to trust companies. 

Department store and bank credit card debts tend to be concentrated 
at the lower dollar categories. 81% of individual department store debts 
were for less than $1,000. Bank credit card debts were somewhat higher (59% 
under $1,000) but 82% were under $1,500. 

The data above suggest certain features about the liability structure of the 
typical consumer bankrupt. First, in only a small minority of cases are 
mortgage or business debts involved; the great majority involve cmly 
consumer/personal debt, mostly unsecured. Second, it is likely that several 
individual debts will be owed, the mean being 9 and the median 7. Third, the 
debts likely involve a "mix" of two or, more large consumer loan debts (over 
$2,500) and a number of smaller debts to department stores, other retailers, 
and so on. Fourth, the great majority of consumer bankrupts owe a high 
number of their debts to finance and acceptance companies; more than a third 
of the entire sample have two or more debts with this category of creditor 
and three quarters of the sample have at least one debt with these companies. 

Liabilities "as stated" versus liabilities as proven and admitted  

For purposes of administering the bankruptcy the individual's 
debts were divided into three categories: "unsecured', "preferred" and 
"secured". The total of these three represent the bankrupt's total 
liabilities. Where the Trustee's report to the Court (on bankrupt's 
application for discharge) or similar document was present a distinction was 
often drawn in the report between liabilities as declared by the bankrupt in 
his Statement of Affairs ("liabilities as stated", see above) versus those 
liabilities "as proved and admitted by the Trustee". Discrepancies, it 
seems, could occur because the bankrupt made errors in listing creditors and 
amounts owing or because creditors failed to prove a claim for whatever 
reasons. Available data from the trustee's reports are presented here (see 
Table 4.11). 



For total liabilities "as stated" the average amount was $23,619. 
This differs somewhat from the average taken from the Statement of Affairs, 
which was $25,493. This discrepancy is accounted for by the fact that the 
data here are based on a smaller proportion of the sample; that is, there 
were 244 missing cases from the trustee reports. Based on a similar 
proportion of the sample (255 cases missing) the average total liabilities 
"as proven" by the trustee was only $17,030 or 72% of the total as declared 
by debtors. The discrepancy is likely due primarily to creditors not 
bothering to prove a claim if they feel there is little to be gained. The 
dollar relationship between the three kinds of debts (secured, preferred, 
unsecured) and the difference between the "as stated" and "as proven" is 
also shown in the table. 

For instance, for unsecured debts the average "as stated" was 
$16,184 (based on 1,246 cases including 3 of $0). For unsecured debts "as 
proven" the average amount was $11,263 (based on a similar number of cases 
but including 30 of $0). On average then, the "as proven u  figure was only 
about 70% of the "as stated". This is understandable in the case of 
unsecured creditors in that at least some would not bother to prove a claim 
if it was felt there was little likelihood of realizing any dividends. 
For secured debts the "as proved" figures are also on average much less than 
the "as stated". This might indicate that the trustee is finding some 
creditors' claims for security invalid. For preferred debts the average 
figures for "as stated" compared to "as proved" correspond quite closely. 

4.3 Assets and their disbursement: amount and kind of assets as  
stated, assets as realized, disbursement of assets  

One source of information on assets held by consumer bankrupts was 
an itemized list of assets by kind and value on the Statement of Affairs at 
the time of declaring bankruptcy. A second source was the trustee's 
itemized list of assets and value yielded in the trustee's statement to the 
court and in the trustee's statement of receipts and disbursements (where 
these documents were available). Provision was made to capture all relevant 
data cm assets and their disbursement. 

Amount and kind of assets as stated  

As stated by bankrupts in the Statement of Affairs the average 
amount of assets was $6,308. This includes 422 cases (28% of the sample) 
that declared no assets of any dollar value. A breakdown by file type 
showed that while about 19% of those filing with a private trustee indicated 
no assets of any value this was true for 44% of those filing under F.I.T.A. 
The median amount of total assets for the whole sample was only $400. 

The number of individual assets declared by consumer bankrupts is 
shown in Table 4.12. The modal category was one asset listed, followed by 
those listing two assets. Some 83% of the sample listed two assets or 
less. 
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For most of the individual asSetS listed:(about 95%) information 
fer the three  variables of  kind (e.g. car, cash on hand) type (e.g. exempt 
fromSeiiure, unencumbered) and dollar -value was available  and a - 
cross-tabulation of thesethree variables was:run (See Tables 4.13 - 4.15). 
Presented here are some observations from the tables. 

First, of the three types 
from seizure, seizable) the largest 
seizure. Another 40% were shown as 
as seizable. (See Appendix A for a 
property execution exemptions.)  

of assets distinguished (secured, exempt 
proportion (49%) were exempt from 
secured, leaving only 11% of the items 
description of wage garnishment and 

Of assets secured by creditors (Table 4.13) the largest proportion 
In terms of numbers were cars and trucks (34%), followed by real estate 
(26%), and furniture (22%). The modal dollar value category for cars and 
trucks was $2,000-$4,999 and for real estate $25,000-$49,999. For secured 
furniture the modal category was $500-$999. 

Exemptions vary by province, as noted earlier. For the whole 
sample, of assets claimed to be exempt from seizure (Table 4.14) the most 
common items were furniture (36%), pension funds, securities and life 
insurance policies (26%) and cars/trucks (23%). In nearly all cases exempt 
assets were valued at less than $2,000 (the exception is real estate, but 
real estate represented only 49 of 1026 items listed as exempt). The modal 
category for pensions/life insurance policies was under $250, for furniture 
$250-$999 and for cars/trucks under $250. 

As noted above only 11% of assets listed were actually available 
to creditors (Table 4.15). Of these, the most common were cash on hand 
(34%) followed by cars/trucks (24%) and various other assets (15%). The 
modal category for cash on hand and cars/trucks was under $250, and for 
"other assets" $1,000-$1,999. In a few cases, however, there was real 
estate available, the modal category for this type of asset (14.12) being 
$5,000-$24,999. 

As the above figures indicate, the great majority of bankrupts 
list only minimal assets, the median being only $400. The most substantial 
asset listed in dollar value was real estate, usually, however, fully 
encumbered as security for certain creditors. Assets exempt from seizure 
tended to be of quite minimal value. Similarly, of the small number of 
assets listed as being available to creditors, most were valued at less than 
$1,000. In short, in the great majority of consumer bankruptcies the 
prospects of creditors receiving much from any seizure of the bankrupt's 
available assets as listed by the bankrupt are minimal. This is 
particularly true in the case of those with total liabilities under $15,000 
(64% of sample) as the cross-tabulation between total assets and total 
liabilities shows in Table 4.16. Thus, only about a third (34%) of those 
with liabilities under $15,000 list assets (of any kind) totalling in excess 
of $500. 
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• Assets as realized  

Assets as listed >y the consumer bankrupt at time of filing can be 
distinguished from the value and kind of assets actually turned over to the 
trustee. The latter were itemized by the trustee either under "receipts" in 
the Trustee's Statement of Receipts and Disbursements or "assets as 
realized" in the Trustee's Statement to the Court. In the present sample 
this information was available in 79% of cases. 

The average number of assets realized or receipted >y the trustee 
was 1.7; the modal category was one asset realized (see Table 4.17). The 
distribution of assets realized by kind is shown in Table 4.18. The most 
common asset realized was debtors' income tax refund (33% of all assets) 
followed >y cash on hand or in bank (26%). Another common asset was money 
given to the trustee as a guarantee or retainer (21%). Among them these 
three accounted for 80% of all assets realized. In only a few cases (5%) 
was a debtor's car or truck actually sold off , by the trustee and only 1% of 
all assets realized consisted of money obtained from the sale of debtors' 
real estate. 

The average dollar value of assets realized per case was $964; the 
median, however was only $528. The distribution of amounts realized (by 
categories) for the combined sample and for private versus F.I.T.A. files is 
shown in Table 4.19. 

The modal category for all cases was $500-$999 (31%). In only 1% 
of cases was $5,000 or more realized and only 6% yielded even $2,000. Also, 
the difference in distribution between private and F.I.T.A. cases is fairly 
dramatic, as might be expected given the eligibility criteria for F.I.T.A. 
For instance, while only 2% of the private files yielded no assets of value 
this was true for more than a quarter of F.I.T.A. files (28%). Also, fully 
two-thirds of F.I.T.A. files (68%) yielded less than $250 compared to only 
8% of private files. 

In summary, there are typically little or no assets held >y 
bankrupts that yield money available for distribution >y the trustee. The 
largest proportion of assets listed >y bankrupts were exempt from seizure. 
Such assets typically consist of furniture or a car or truck worth only a 
few hundred dollars or less. Another large proportion of assets consisted 
of vehicles, furniture and real estate secured >y creditors. Thus only a 
small proportion of assets were listed as available for distribution by the 
trustee, usually cash on hand or a vehicle. The great majority of these 
assets were valued at less than $1,000. Where total liabilities were under 
$15,000 (64% of sample) only about a third had assets of any kind totalling 
more than $500. That bankrupts' assets represent minimal amounts was also 
underlined by the trustees' formal statements showing the most common 
receipts to be income tax refunds and money given to the trustee as a 
retainer. In only very few cases was a debtor's vehicle actually sold off 
>y the trustee. As indicated above such vehicles are typically worth little 
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or nothing in terms of market value anyway. Only 6% of all cases yielded 
even $2,000; the modal category was $500-$999. Fully two-thirds of F.I.T.A. 
cases yielded less than $250 to the trustee; a quarter yielded no assets of 
value at all. 

Disbursement of assets  

Information on disbursements was drawn from the Trustee's 
Statement of Receipts and Disbursements, where available. Provision was 
made for recording up to five individual disbursements (kind  and  amount). 
The kinds of disbursements distinguished included: trustee's remuneration 
and disbursements (including insurance and bond premium), appraisal fees for 
real estate, legal fees, any "deficiency" or loss in fees absorbed by the 
trustee and finally, dividends to creditors, (i.e., the amount available for 
distribution to creditors). 

The Trustee's Statement of Receipts and Disbursements was 
available in 862 cases or , about 57% of the sample, a limitation affecting 
the reliability of the data. The average number of disbursements was 1.6; 
the distribution is shown in Table 4.20. The distribution of individual 
disbursements by kind and by dollar categories is displayed in Table 4.21. 

Table 4.21 shows that 62% of all disbursements were for trustee 
remuneration (another 15% of items coded represented deficiencies in 
trustees fees). Another 21% of items were labelled as funds available for 
distribution to creditors. 

The typical amount received for trustee services was $500-$749 
(mean $634, median $503). In those files showing money being available for 
distribution to creditors, the modal amount was $100-$249, followed by the 
$250-$499 category. 

In summary, the data on disbursements shows that the trustee 
received some or all of his fees in nearly all cases. The typical amount 
received was $500-$750 but there may be a deficiency in the fees actually 
received by the trustee. In only about one in five cases was there any 
money left over for distribution to creditors. The modal categony. (25%) was 
only $100-$249. 

4.4 Other Findings: Regional Breakdown  

Some summary data on debts and assets by region are presented in 
Tables 4.22 to 4.25. Tables 4.22, 4.23 and 4.24 show mean and median 
liabilities and assets as stated by region for the combined sample and for 
the private and F.I.T.A. sub-samples. 

For the combined sample, mean liabilities ranged from $17,764 in 
the Atlantic region to a high of $38,532 in the Pacific region. The 
medians, however, ranged only from $10,330 to $14,932. Average assets 
ranged from a low of $1,642 (Atlantic) to a high of $13,309 (Pacific). 
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Among F.I.T.A. files (see Table 4.24) the range of liabilities is 
narrow, as might be expected given the eligibility requirements. The asset 
data show some interesting  aberrations  however. For instance, average 
assets of F.I.T.A. files in the Prairie and Pacific regions were much higher 
(at about $2,500) than in other regions. The median asset levels in Quebec, 
Ontario and the Prairies ($2 to $4) were particularly low, however. This 
indicates a small number of high values resulting in a skewed distribution. 
In the Prairies especially this is probably accounted for by higher 
exemption levels. 

The most striking difference among private files (see Table 4.23) 
is the high values of liabilities and assets in the Pacific region. While 
In other regions average liabilities ranged from about $31,000 to $45,000, 
this value was $65,000 in the Pacific region. As well, average assets were 
high at $24,000 compared to a range of $4,000 to $10,000 for the other four 
regions. The median values were also extremely high in the Pacific region. 

While a number of other regional analyses could be performed, the 
only additional one Included here is the proportion of debtors owing to 
selected creditors by region (Table 4.25). Among other things, the table 
shows that Atlantic region debtors have a higher propensity than debtors in 
other regions to owe money to finance and acceptance companies and to owe 
two or more debts to such institutions. 

In short, the regional breakdown presented here shows marked 
differences across regions. These and other factors could be explored in 
greater depth using the data now available through this study. 

C.--•-• • 
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TABLE 4.1 

SUMMARY STATISTICS REGARDING TOTAL LIABILITIES, TOTAL  
ASSETS AND DEFICIENCY AS STATED AND ESTIMATED  

BY CONSUMER BANKRUPTS  

Statistics Total Liabilities Total Assets 
as stated as stated 

Deficiency 

Mean $25,493 $ 6,243 $19,237* 

Median $10,865 $ 400 $ 9,370 

Standard Error $ 1,332 $ 481 $ 1,172 

Standard Deviation $51,563 $18,670 $45,294 

* The calculated deficiency between mean  total  liabilities and mean  total  
assets is $19,250 rather than the $19,237 shOwn. This is due to a few 
minor discrepancies  in the data. 
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TABLE 4.2 

PERCENT DISTRIBUTION OF TOTAL LIABILITIES AS  
STATED BY DOLLAR CATEGORIES FOR COMBINED  'SAMPLE  

AND BY FILE TYPE  

Total Liabilities File Type  
Combined Private F.I.T.A. 

$1-2,999 1.8% 0. 7% 3.6% 
(27) (6) (21) 

$3,000-4,999 10.8% 6.2% 18.2% 
(162) (57) (105) 

$5,000-6,999 12.6% 9.6% 17.3% 
(188) (88) (100) 

$7,000-9,999 20.0% 16.2% 26.0% 
(299) (149) (150) 

$10,000-11,999 10.6% 9.2% 12.8% 
(158) (84) (74) 

$12,000-14,999 8.8% 9.7% 7.4% 
(132) (89) (43) 

$15,000-24,999 11.8% 13.4% 9.3% 
(177) (123) (54) 

$25,000-49,999 12.2% 17.4% 4.0% 
(183) (160) (23) 

$50,000 and up 11.4% 17.7% 1.4% 
(171) - (163) (8)  

Total 100.1% 100.1% 100.0% 
(1497)* (919) (578) 

* Data were missing or unknown in 17 cases. 
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TABLE 4.3 

PERCENT DISTRIBUTION OF TOTAL ASSETS AS  
STATED BY DOLLAR CATEGORIES FOR COMBINED  

SAMPLE AND BY FILE TYPE  

Total Liabilities File Type  
Combined Private F.I.T.A. 

$0 28.2% 18.5% 43.7% 
(422) (170) (252) 

$1-249 13.8% 12.0% 16.5% 
(206) (110) (95) 

$250-499 10.6% 9.9% 11.7% 
(158) (90) (67) 

$500-999 12.7% 12.6% 13.0% 
(190) (1 1 5) (75) 

$1,000-1,999 10.9% 11.9% 9.3% 
(163) (109) (54) 

$2,000-4,999 8.2% 11.4% 3.2% 
(123) (105) (18) 

$5,000-24,999 5.3% 7.7% 1.5% 
(79) (71) (9) 

$25,000-49,999 6.7% 10.2% 1.1% 
(100) (94) (6) 

$50,000 and up 3.5% 5.7% 0% 
(52) (52) 1 (0)  

Total 99.9% 100.1% 100.0% 
(1492) (916) (576) 



Mortgage 

Student Loan 

Guarantor for Business 

Consumer/Personal 

Total 

3.4% 
(433) 

0.1% 
(11) 

1.7% 
(216) 

94.8% 
(11,962)  

100.0% 
(12,622)* 

• 56 

TABLE 4.4 

PERCENT DISTRIBUTION OF ALL INDIVIDUAL DEBTS  
LISTED BY PURPOSE OF DEBT  

Purpose Proportion of All Debts Listed 

* This total differs from that shown under total number of debts (14,279) 
since only up to 16 individual debts per file were recorded. 

[- 

o 



Amount of Debt Banks Finance and Trust Cos. Credit Unions Private 
Individuals Acceptance Cos. 

Government 

TABLE 4.5 

DISTRIBUTION OF MORTGAGE DEBT BY TYPE OF  
LENDER AND BY AMOUNT CATEGORIES  

Type of Lender 

under $4,000 19.8% 27.0% 1.7% 0% 27.8% 42.1% 
(19) (30) (1) (0) (15) (8) 

$4,000-6,999 16.7% 23.4% 1.7% 3.2% 16.7% 26.3% 
(16) (26) (1) (1) (9) (5) 

$7,000-9,999 8.3% 12.6% 6.9% 22.6% 20.3% 0% 
(8) (14) (4) (7) (11) (0) 

$10,000 and up 55.2% 36.9% 89.6% 74.2% 35.2% 31.6% 
(53) (41) (52) (23) (19) (6) 

Totals 100.0% 99.9% 99.9% 100.0% 100.0% 100.0% 
(96) (111) (58) (31) (54) (19) 



Banks Finance and Other Utilities Private 
Acceptance Cos. Retailers Individuals 

Amount of Debt Government 

TABLE 4.6 

PERCENT DISTRIBUTION OF BUSINESS GUARANTOR DEBTS  
BY LENDER AND BY DOLLAR CATEGORIES  

Type of Lender 

under $1,000 0% 12.5% 48.6% 54.5% 14.3% 8.7% 
(0) (3) (17) (6) (2) (2) 

$1,000-3,999 16.5% 20.8% 31.4% 36.4% 0% 30.4% 
(13) (5) (11) ' (4) (0) (7) 

$4,000-9,999 26.6% 54.2% 11.4% 9.1% 14.3% 8.7% 
(21) (13) (4) (1) (2) (2) 

$10,000 or more 57.0% 12.5% 8.6% 0% 71.4% 52.2% 
(45) (3) (37) (0) (10) (12)  

Totals 100.1% 100.0% 100.0% 100.0% 100.0% 100.0% 
(79) (24) (35) (11) (14) (23) 

There were 11 "other" including 2 trust company, 4 credit union (all over $10,000) and 5 collection agency (all 
under $1,000). There were also 18 where lender was unknown. 
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TABLE 4.7 

PERCENT DISTRIBUTION OF CONSUMER/PERSONAL  
DEBTS BY KIND  

Kind of Debt Number of Debts 

Unsecured 

Fully secured 

Partially secured 

Endorsement 

Preferred 

Contingent 

Other 

Total 

88.2% 
(10,198) 

2.3% 
(271) 

2.8% 
(324) 

0.1% 
(16) 

5.9% 
(677) 

0.6% 
(70) 

0% 
(5) 

99.9% 
(11,561)* 

* Information unknown for 401 debts. 
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TABLE 4.8 

DISTRIBUTION OF CONSUMER/PERSONAL DEBTS BY  
CATEGORY OF CREDITOR  

Category of Lender Number of Debts 

Banks 

Bank credit cards 

Gas and other credit cards 

Finance/Acceptance companies 

Trust companies 

Credit Unions 

Department stores 

Other retailers 

Utilities 

Private individuals 

Medical and dental 

Government 

Collection agency or credit bureau 

Total 

14.0% 
(1,354) 

5.9% 
(572) 

3.4% 
(332) 

18.8% 
(1,826) 

0.5% 
(48) 

3.6% 
(352) 

11.5% 
(1,119) 

11.5% 
(1,116) 

8.1% 
(785) 

8.9% 
(866) 

2.2% 
(214) 

7.5% 
(728) 

4.0% 
(389)  

99.9% 
(9,701)* 

* Of the 11,962 recorded individually. 



Bank Credit Gas and Other Finance & Trust Credit Dep l t 
Cards Credit Cards Acceptance Companies Unions Stores 

No. of Debts 
Owed to 
Creditor Banks 

0 

1 

TABLE 4.9 

PERCENT DISTRIBUTION OF SAMPLE OWING DEBTS BY NUMBER OF DEBTS OWING TO VARIOUS CREDITORS  

Creditors - 

38.9% 69.9% 84.3% 26.1% 94.0% 79.4% 53.8% 
(587) (1054) (1272) (394) (1419) (1198) (812) 

36.0% 23.4% 10.6% 36.7% 4.8% 16.9% 26.1% 
(544) (352) (159) (554) (73) (255) (393) 

16.1% 5.9% 2.9% 24.2% 1.0% 2.7% 14.2% 
(243) (89) (44) (366) (16) (41) (214) 

5.6% 0.8% 1.5% 8.1% 0.1% 0.5% 4.3% 
(84) (12) (22) (123) (2) (8) (8) 

4 or more 2.5% 0.1% 0.8% 4.8% 0% 0.4% 1.7% 
(51) (2) (12) (72) (0) (7) (25) 

100% 100% 100% 100% 100% 100% 100% 
(1509) (1509) (1509) (1509) (1509) (1509) (1509) 

(cont'd) 



TABLE 4.9 (cont'd) 

No. of Debts Collection 
Owed to Other Utilities Private Medical & Government Agency/ 
Creditor Retailers Individuals Dental Credit Bureau 

59.2% 68.0% 65.5% 89.1% 64.1% 83.5% 
(894) (1026) (989) (1345) (968) (1260) 

23.0% 19.0% 20.4% 8.4% 23.8% 10.9% 
(348) (287) (307) (126) (358) (164) 

9.1% 8.1% 7.7% 1.8% 9.1% 3.7% 
(138) (122) (116) (27) (137) (55) 

3.8% 3.1% 2.2% 0.6% 2.2% 1.2% 
(58) (47) (34) (9) (33) (18) 

3 

4 or more 4.6% 1.8% 4.2% 0.1% 0.8% 0.7% 
(73) (26) (62) (1) (13) (12) 

100% 100% 100% 100% 100% 100% 
(1509) (1509) (1509) (1509) (1509) (1509) 



TABLE 4.10 

Debt 
Size Banks 

PERCENT DISTRIBUTION OF CONSUMER/PERSONAL DEBTS BY LENDER AND BY DEBT SIZE  

Bank Credit Gas and Other Finance & Trust Credit Dep't 
Cards Credit Cards Acceptance Companies Unions Stores 

under $ 100 2.2% 2.6% 18.6% 1.1% 0% .6% 6.5% 
(29) (15) (66) (20) (0) (2) (73) 

$ 100 - 249 4.5% 4.7% 28.2% 3.1% 6.1% 4.2% 15.4% 
(59) (27) (100) (56) (3) (15) (172) 

250 - 499 8.3% 18.7% 28.8% 9.3% 2.0% 6.2% 28.8% 
(110) (107) (102) (168) (1) (22) (321) 

500 - 749 5.1% 19.6% 14.4% 9.7% 16.3% 8.5% 19.8% 
(57) (112) (51) (175) (8) (30) (221) 

750 - 999 3.3% 13.8% 5.9% 7.0% 8.2% 4.8% 10.9% 
(44) (79) (21) (126) (4) (17) (122) 

1,000 - 1,499 6.9% 22.8% 2.3% 9.4% 14.3% 10.2% 11.0% 
(91) (130) (8) (169) (7) (36) (123) 

1,500 - 2,499 12.0% 11.7% 1.7% 15.7% 20.4% 16.4% 5.6% 
(160) (67) (6) (283) (10) (58) (62) 

2,500 - 3,999 16.4% 4.6% 0% 19.3% 8.2% 21.5% 1.4% 
(217) (26) (0) (348) (4) (76) (16) 

4,000 - 6,999 20.0% 0.9% 0% 21.0% 12.8% 20.6% .3% 
(265) (5) (0) (379) (6) (73) (3) 

7,000 - 9,999 8.7% .2% 0% 3.6% 4.1% 2.3% .2% 
(115) (1) (0) (66) (2) (8) (2) 

10,000 and up 12.7% .3% 0% .9% 8.2% 4.8% 0% 
(169) (2) (0) (17) J1 (17) (0)  

Total 100.1% 99.9% 99.9% 100.1% 100.6% 100.1% 99.9% 
(1326) (571) (354) (1807) (49) (354) (1115) 

(cont'd) 
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TABLE 4.10 - (cont'd) 

Collection 
Debt Other Private Medical & Agency or 
Size Retailers Utilities Individuals Dental Government Cr. Bureau Total 

under $ 100 28.4% 31.3% 12.9% 64.3% 15.9% 31.1% 13.0% 
(314) (247) (110) (137) (110) (121) (1244) 

$ 100 - 249 24.4% 31.9% 16.5% 19.2% 19.4% 18.8% 14.0% 
(270) (252) (141) (41) (134) (73) (1343) 

250 - 499 20.4% 18.2% 18.6% 7.0% 18.0% 20.3% 16.4% 
(225) (144) (159) (15) (125) (79) (1050) 

500 - 749 10.6% 6.6% 11.0% 3.3% 10.5% 11.1% 10.9% 
(117) (52) (94) (7) (73) (43) (1050) 

750 - 999 5.8% 2.9% 5.3% 1.4% 4.5% 4.1% 6.2% 
(64) (23) (45) (3) (31) (16) (595) 

1,000 - 1,499 6.0% ' 3.3% 6 .7% 1.9% , .8.2%. - 33%. 8.2% ' 
(66) (26) (57) (4) • (57) (13) (787) 

1,500 - 2,499 2.4% 2.8% 6.5% 0% 7.7% 4.1% 8.5% 
(26) (22) (56) (0) (53) (16) (819) 

2,500 - 3,999 0.8% .5% 7.0% 2.9% 7.1% 3.3% 8.6% 
(9) (4) 

4,000 - 6,999 0.7% 2.2% 6.4% 0% 2.6% 2.1% 8.5% 
(8) (17) (55) (0) (18) (8) (821) 

7,000 - 9,999 0% 3% 4.0% 0% 1.6% 1.3% 2.6% 
(0) (2) (34) (0) (11) (5) (246) 

10,000 and up .5% 1% 5.1% 0% 4.5% 0.5% 3.1% 
(6) (I) (44) (0) (31) _ (2) (293) 

100% 100.1% 100% 99.9% 100% 100% 100% 
Total (1105) (790) (795) (207) (643) (376) (8248) 



0.41 

176.12 

5,440.77 

0.47 

649.58 

20,103.99 

Number of missing 
cases 513 453 263 277 555 551 244 255 

TABLE 4.11 

DEBTS BY KIND AND AS STATED BY DEBTOR VERSUS AS PROVED AND  
ADMITTED BY TRUSTEE  

Kind of Debt 

Statistics Secured 
as stated as proven 

Unsecured Preferred 
as stated as proven as stated as proven 

Total Liabilities 
as stated as proven 

Mean $8,242.86 

Median 0.46 

Standard error 576.63 

Standard deviation 18,197.79 

Number of valid 
cases 996 

(including 
517 of $0) 

$11,262.75 $1,271.91 $1,687.34 

319.62 8,458.21 5,446.80 

481.10 1,038.44 864.74 

15,632.23 36,649.47 30,354.25 

1056 1246 1232 954 
(including (including (including (including 
487 of $0) 3 of $0) 30 of $0) 525 of $O) 

$23,618.79 

10,629.94 

1,190.99 

42,352.38 

• - 1265 
(including 
1 of $0) 

$17,029.52 

7,785.31 

1,092.52 

38,691.75 

1254 
(including 
14 of $0) 

$5,502.85 $16,183.82 

958 
(including 
495 of $0) 
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TABLE 4.12 

Number of Assets Percent of Sample 

PERCENT DISTRIBUTION OF SAMPLE BY NUMBER OF  
ASSETS LISTED BY DEBTOR  

4 

Total 

24.1% 
(364) 

32.6% 
(492) 

25.9% 
(391) 

9.9% 
(149) 

4.8% 
(72) 

2.7% 
(41)  

100.0% 
(1,509) 



$1 $250 $500 $1,000 $2,000 $5,000 $25,000 $50,000 
to to to to to to to or Total 

$249 $499 $999 $1,999 $4,999 $24,999 $49,999 more 

Kind and type 
of asset 

TABLE 4.13 

DISTRIBUTION OF SECURED ASSETS AS STATED  
BY KIND AND DOLLAR AMOUNTS  

Stated Dollar Value of Asset 

Secured  

securities 27.2% 17.7% 12.1% 2.7% 1.0% 3.9% 2.8% 0.0% 10.2% 
(41) (17) (16) (3) (1) (4) (3) (0) (85) 

real estate 1.3% 0.0% 0.0% 0.0% 11.0% 65.4% 94.4% 100.0% 25.5% 
(2) (0) (0) (0) (11) (68) (102) (29) (212) 

furniture 29.1% 36.5% 38.6% 31.9% 9.0% 0.9% 2.8% 0.0% 21.5% 
(44) (35) (51) (36) ( 9 ) (1) (3) (0) (179) 

car or truck 34.4% 28.1% 35.6% 56.6% 71.0% 20.2% 0.0% 0.0% 33.8% 
(52) (27) (47) (64) (71) (21) (0) (0) (282) 

other vehicle 2.7% 8.3% 6.1% 4.4% 4.0% 8.7% 0.0% 0.0% 4.6% 
(4) (8) (8) (5) (4) (9) (0) (0) (38) 

other assets 5.3% 9.4% 7.6% 4.4% 4.0% 0.9% 0.0% 0 .0% 4.4% 
(8) (9) (10) (5) (4) (1) (0) (0) (37) 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
(151) (96) (132) (113) (100) (104) (108) (29) (833) 



$1 $250 $500 $1,000 $2,000 $5,000 $25,000 $50,000 
to to to to to to to or Total 

$249 $499 $999 $1,999 $4,999 $24,999 $49,999 more 

Kind and type 
of asset 

TABLE 4.14 

DISTRIBUTION OF EXEMPT FROM SEIZURE ASSETS AS STATED  
BY KIND AND DOLLAR AMOUNTS  

Stated Dollar Value of Asset 

Exempt  

pensions/ 30.0% 36.7% 24.0% 9.6% 10.0% 0.0% 0.0% 0.0% 26.1% 
securities/ (105) (90) (56) (12) (5) (0) (0) (0) (268) 
life insurance 

real estate 1.2% 0.0% 3.9% 3.2% 30.0% 68.4% 100.0% 100.0% 4.8% 
(4) (0) (9) (4) (15) (13) (1) (3) (49) 

furniture 27.1% 39.6% 41.6% 54.4% 28.0% 0.0% 0.0% 0.0% 36.2% 
(95) (97) (97) (68) (14) (0) (0) (0) (371) 

car or truck 31.7% 15.5% 21.9% 24.8% 18.0% 0.0% 0.0% 0.0% 23.4% 
(111) (38) (51) (31) (9) (0) (0) (0) (240) 

other vehicle 1.7% 1.6% 0.4% 2.4% 0.0% 0.0% 0.0% 0.0% 1.3% 
(6) (4) (1) (3) (0) (0) (0) (0) (14) 

other assets 8.3% 6.6% 8.2% 5.6% 14.0% 31.6% 0.0% 0.0% 8.2% 
(29) (16) (19) (7) (7) (6) (0) (0) (84)  

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
(350) (245) (233) (125) (50) (19) (1) (3) (1026) 



, $1 $250 $500 . $1,000 , $2,000 $5,000 '$25,000 $50,000 
to to to to to to to or Total 

$249 : $499 $999 $1,999 $4,999 $24,999 $49,999 more' 

Kind and type 
of asset 

TABLE 4.15 

DISTRIBUTION OF SEIZABLE ASSETS AS STATED  
BY KIND AND DOLLAR AMOUNTS  

Stated Dollar Value of Asset 

Avail  able  to 
Creditors 
(Seizable)  

cash, shares 48.3% 51.1% 24.5% 7.5% 8.3% 5.9% 0.0% 0.0% 34.3% 
(28) (24) (23) (3) (2) (1) (0) (0) (81) 

real estate 0.0% 2.1% 3.2% 10.0% 25.0% 70.6% 0.0% 100.0% 12.3% 
(0) (1) (3) (4) (6) (12) (0) (3) (29) 

furniture 1.7% 10.6% 8.5% 25.0% 8.3% 0.0% 0.0% 0.0% 11.1% 
(1) (5) (8) (10) (2) (0) (0) (0) (26) 

car or truck 34.5% 17.0% 8.5% 25.0% 41.7% 0.0% 0.0% 0.0% 23.7% 
(20) (8) (8) (10) (10) (0) (0) (0) (56) 

other vehicle 5.2% 2.1% 1.1% 10.0% 0.0% 0.0%0.0% 0.0% 3.8% 
(3) (1) (1) (4) (0) (0) (0) (0) (9) 

other assets 10.3% 17.1% 4.2% 22.5% 16.7% 23.5% 0.0% 0.0% 14.8% 
(6) (8) (4) (9) (4) (4) (0) (0) (35)  

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
(58) (47) (94) (40) (24) (17) (0) (3) (236) 
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TABLE 4.16 

TOTAL LIABILITIES BY TOTAL ASSETS  
AS STATED BY CONSUMER BANKRUPTS  

Total Liabilities 

Total assets $1 $3,000 $5,000 $7,000 $10,000 $12,000 $15,000 $25,000 $50,000 
to to to to to to to to and 

$2,999 $4,999 $6,999 $9,999 $11,999 $14,999 $24,999 $49,000 up 

None 50.0% 42.9% 34.6% 35.9% 28.2% 24.8% 22.1% 19.2% 9.3% 
(13) (69) (54) (108) (44) (32) (39) (35) (16) 

$1-$249 19.2% 21.1% 19.5% 15.6% 23.1% 11.6% 11.4% 4.4% 2.9% 
(5) (34) (36) (47) (36) (15) (20) (8) (5) 

$250-$499 30.8% 13.7% 20.0% 10.3% 9.0% 10.1% 12.5% 2.2% 3.5% 
(8) (22) (37) (31) (14) (13) (22) (4) (6) 

$500-$999 0.0% 16.1% 11.9% 17.6% 12.2% 14.0% 14.2% 8.2% 6.9% 
(0) (26) (22) (53) (19) (18) (25) (15) (12) 

$1,000-$1,999 0.0% 3.7% 10.8% 12.6% 14.7% 16.3% 11.9% 12.1% 5.9% 
(0) (6) (20) (38) (23) (21) (21) (22) (12) 

$2,000-$4,999 0.0% 2.5% 3.2% 6.3% 12.2% 21.7% 9 • 7%  
(0) (4) (6) (19) (19) (28) (17) (20) (10) 

$5,000-$24,999 0.0% 0.0% 0.0% 1.7% 0.6% 1.5% 18.2% 17.6% 3.5% 
(0) (0) (0) (5) (1) (2) (32) (32) (6) 

$25,000-$49,999 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 25.3% 31.2% 
(0) (0) (0) (0) (0) (0) (0) (46) (54) 

$50,000 and up 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 30.0% 
 (0) (0) (0) (0) (0) (0) (0) (0) (52) 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
(26) (161) (185) (301) (156) (129) (176) (182) (173) 
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r e 
TABLE 4.17 

E .  
Percent of Known Cases Number of Assets 

Realized by Trustee 

Total 

E .  

t.  

DISTRIBUTION OF CASES BY NUMBER  
OF ASSETS REALIZED  

9.4% 
(112) 

40.6% 
(483) 

29.2% 
(347) 

12.3% 
(146) 

6.2% 
(74) 

• 2.4% 
(28)  

100.1% 
(1,190) 

o 
I.  



f 

o 

•- n 

Total 

72 

TABLE 4.18 

DISTRIBUTION OF ALL ASSETS REALIZED BY  
KIND OF ASSETS  

Kinds of Assets 1 Percent of All Assets 
Realized Realized 

Cash on hand or in bank 25.8% 
(529) 

Real estate 1.3% 
(26) 

Income tax refund 33.2% 
(681) 

Car or truck 4.5% 
(92) 

Other vehicles 1.9% 
(e.g. boat, trailer) (39) 

Guarantee of disbursements/ 20.7% 
trustee retainer (425) 

Salary 1.6% 
(33) 

Legal action f 1.5% 
(30) 

Other (e.g. furniture, 9.5% 
other assets) (194) 

100.0% 
(2,049) 



• 

Total 
Amounts 
Realized 

Private 
Files 

Combined 
Sample 

F.I.T.A. 
Files 

t. 
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TABLE 4.19 

PERCENT DISTRIBUTION OF ASSETS REALIZED BY  
DOLLAR CATEGORIES FOR.COMBINED DATA  

AND BY FILE TYPE  

No stated Value 11.3% 1.8% 28.4% 
(135) (14) (121) 

$1-$249 18.0% 6.0% 39.4% 
(214) (46) (168) 

$250-$499 15.1% 14.5% 16.3% 
(180) (110) (70) 

$500-$999 31.2% 42.0% 11.9% 
(371) (320) (51) 

$1,000-$1,999 18.3% 26.5% 3 • 7% 
(218) (202) (16) 

$2,000-$4,999 4.8% 7.3% 0.2% 
(57) (56) (1) 

$5,000-$24,999 0.8% 1.2% 0.1% 
(9) (9) (0) 

$25,000-$49,999 0.4% 0.6% 0.0% 
(5) (5) (0) 

$50,000 and up 0.1% 0.1% 0.0% 
(1) (1) (0) 

Total 100.0% 100.0% 100.0% 
(1190) (763) (427) 

t. 



40.9% 
(353) 

56.7% 
(489) 

1.9% 
(16) 

0.5% 
(4)  

100.0% 
(862) 

1 

2 

3 

4 

Total 

• 74 

TABLE 4.20 

DISTRIBUTION OF CASES BY NUMBER OF DISBURSEMENTS  

Number of Disbursements Known Cases 

1. 
1 
1 

o  



75 

TABLE 4.21 

PERCENT DISTRIBUTION OF DISBURSEMENTS*  
BY KIND AND AMOUNT  

Kinds of Disbursements Listed 

Amount Trustee Deficiency Ather_FeeS - Amount Avail- 
Remun- in Trustee (légal and . . able for 
ératiOn fees** real estate Distribution 

- to Creditors 

$1-$99 9.8% 24.3% 70.4% 10.6% 
(81) (50) (19) (29) 

$100-$249 4.8% 17.0% 22.2% 24.8% 
(41) (35) (6) (68) 

$250-$499 8.6% 18.9% 3.7% 18.6% 
(71) (39) (1) (51) 

$500-$749 53.2% 36.9% 0.0% 17.9% 
(441) (76) (0) (49) 

$750-$999 12.2% 0.5% 0.0% 11.3% 
(101) (1) (0) (31) 

$1,000 11.3% 2.4% 3.7% 16.8% 
and up*** (94) (5) (1) (46)  

Total 100.0% 100.0% 100.0% 100.0% 
(829) (206) (27) (274) 

Disbursements 1 through 4 added together. 

Deficiencies in Trustee fees awe not a disbursement of course. 
However, where this information was listed it was coded. 

Of disbursements over $1,000, 63% were under $1,500, 76% 
were under $2,000 and 86% were under $2,500. 

* * 

** * 



TABLE 4.22 

MEAN AND MEDIAN LIABILITIES AND ASSETS AS STATED  
BY REGION FOR COMBINED SAMPLE  

Standard Standard 
Mean Mean Error Error Median Median 

Region Liabilities Assets Liabilities Assets Liabilities Assets 

$ $ . $ $  

Atlantic 17,764 › 1,642 3,989 493 10,330 500 
(84) 

Quebec 25,327 6,775 2,005 1,128 11,347 425 
(419) 

Ontario 24,050 5,112 1,896 524 10,345 
(671) 

Prairie 23,813 5,897 4,933 1,565 10,706 
(182) 

Pacific 38,532 13,309 - . 5,758 , 2,038 14,932' , 1,494 
(153 )  

201 



TABLE 4.23 

MEAN AND MEDIAN LIABILITIES AND ASSETS AS STATED  
BY REGION FOR PRIVATE FILES  

Standard Standard 
Mean Mean Error Error Median Median 

Region Liabilities Assets Liabilities Assets Liabilities Assets 

$ $ $ $ $  

Atlantic 45,773 4,235 19,795 2,315 19,971 640 
(16)  

Quebec 32,907 6,846 2,819 1,625 14,470 672 
(284)  

Ontario 31,097 7,535 2,741 754 12,155 
(454)  

Prairie• 33,198 8,741 8,860 2,759 12,992 
•  (99)    •  

Pacific 65,446 24,303 10,706 3,604 48,367 10,086 
(75) 

600 



TABLE 4.24 

MEAN AND MEDIAN LIABILITIES AND ASSETS AS STATED  
BY REGION FOR F.I.T.A. FILES  

Standard Standard 
Mean Mean Error Error 

Region Liabilities Assets Liabilities Assets 

$ -----e---- $ ------f---  

Atlantic 11,237 1,038 818 255 
(68)  

Quebec 9,061 228 531 103 7,500 
(136)  

Ontario 9,556 160 615 «21 7,536 
(219)  

Prairie 12,501 2,457 1,398 786 8,219 
(82) 

Pacific 
(incl. 
Yukon and 
N.W.T.) 12,066 2,498 1,337 886 8,198 799 

(77) • 

Median Median 
Liabilities Assets 

10,170 470 



TABLE 4.25 

PERCENT OF BANKRUPTS OWING ONE DEBT AND MORE THAN ONE DEBT  
TO SELECTED CREDITORS BY REGION  

TYPE OF CREDITORS 

Region One Finance/ More than One One More than One Bank More than One Dept. More than One 
Acceptance Finance/ Bank One Bank Credit One Bank Store Dept. Store 
Co. Debt Acceptance Debt Debt Card Debt Credit Card Debt Debt. 

Co. Debt Debt 

Atlantic . 32% . . 54% 32% 19% 26% , 4% 30% 25% 
(84) (27) (45) . (27) . . (16) (22) (3) (25) . (21) 

Quebec 40% 34% 33% 21% 17% 7% 23% 15% 
(136) (166) (144) (139) (89) (72) (31) (97) (63) 

Ontario 35% . 41% 39% 23% 26% 5% 27% 17% 
(219) (235) (272) (265) (155) (172) (32) (181) (115)  

Prairie 39% 31% 40% 26% 24% 7% 28% 31% 
(82) (71) (56) (72) (47) (43) (13) (51) (57) 

Pacific 35% 29% 27% 47% 29% 15% 26% 30% 
(incl. (54) (45) (42) (72) (45) (23) (40) (46) 
Yukon and 
N.W.T.) 
(153) 

to 



CHAPTER 5: CONCLUSIONS  

Bankruptcy is a legal process by which insolvent  consumer.  debtors .- 
are able'to obtain relief from their debt burden. It is -- viewed as.à last  
resort solution to the individual's insolvency, problem, to-be used where it  
appears>to'be the best course of action. • •. . 1 

- • . , . . 
The main purpose of the present study has been to provide, for the 

first Uffe in Canada, detailed information regarding the characteristics and 
financial circumstances of consumer bankrupts in Canada. This has been 
achieved through the analysis of data from a national sample of bankrupts 
which is representative for the country as a whole, for Federal Insolvency 
Trustee Agency and private trustee files and for each of the district 
Bankruptcy Branch offices across Canada. The data analysis reported here was 
supplemented by a literature review (Appendix B) and an examination of 
studies which consider the influence of economic,  légal and demographic 
factors on bankruptcy (Appendix C). 

• 
The reason for collecting and analyzing this information is 

primarily to provide for the first time insight into the detailed profile of 
consumer bankrupts in Canada. This report will therefore be of use to 
relevent public, private and voluntary sector agencies by permitting them to 
meet in part their need to know more about the profile of consumer bankrupts. 
It should thus help direct efforts to find practical means of reducing the 
problem of consumer insolvency and the need for this last resort solution to 
it. For inasmuch as declaring bankruptcy is a solution for the individual's 
insolvency problem it is clearly preferable if means can be found to reduce 
the social and economic hardship borne by creditors, and other consumers as 
well as the bankrupt himself when declaring bankruptcy becomes necessary. 
With these thoughts in mind we now turn to the conclusions and suggestions 
for further work emerging from this study. 

From the literature review contained in Appendices B and C, several 
conclusions may be drawn. 

1. The legal treatment of debtors, such as the remedies granted to 
creditors to assist them in obtaining repayment of debts, the nature of 
the relief provided by bankruptcy and the availability of that relief, 
were found to account for much of the difference between consumer 
bankruptcy rates for Canada, the United States and the United Kingdom. 
In this respect the continuation of the trend in Canada towards limiting 
a creditor's remedies, streamlining the bankruptcy process and 
increasing the types of debts relieved by bankruptcy should if all other 
things remain similar, see a continuation of the trend towards readier 
access to and use of consumer bankruptcy. 



1 • 

1 

1 
o 

F e  
81 

2. It would appear that the evolving direction of , creditor-debtor 
legislation in Canada is unlikely to change dramatically and so 
reducing the consumer bankruptgy rate by making access to the legal 
process of bankruptcy more difficult is impractical. Therefore, it is 
unlikely that the consumer bankruptcy rate would drop below a certain 
order of magnitude. In addition, except perhaps with respect to the 
limitation of harassment by creditors, it is likely that such changes 
to the legal environment would do little to prevent the need for 
insolvent consumers to have recourse to bankruptcy. That is, even if 
access to bankruptcy were made more difficult, the problem of insolvency 
would still remain. 

3. Controlling major economic factors influencing bankruptcy such as 
unemployment or debt to income levels as a method for reducing consumer 
bankruptcies would be very difficult. No one has yet determined a 
magic formula to cure,  inflation, and reducing debt to income ratios 
nationally would likely require restrictions on credit which Canadians 
would find unacceptable. 

4. Thus little can be done to alter either the legal environment to result 
in a reduction of the need to declare bankruptcy or to alter the major 
economic factors influencing bankruptcy. However, if a more specific 
breakdown of demographic factors is made, identifying problan groups of 
manageable size, then the public, private and volunteer sectors, 
whether at the federal, provincial or local level, may be better able 
to focus on specific problems and their causes as they affect one or 
several identified target groups. 

5. Previous studies of users of Part X of the Bankruptcy Act and the 
Federal Insolvency Trustee Agency'Program (F.I.T.A.) have indicated 
that there is a need for a middle course, debt composition, between 
debt consolidation and bankruptcy; and that greater integration between 
the bankruptcy process and consumer counselling and education is 
required. The proposed new Bankruptcy Act does provide for debt 
composition and resolves constitutional difficulties of integrating 
bankruptcy and consumer counselling and education by permitting the 
provinces to administer the bankruptcy process. However, such 
integration will be expensive and in order to be effectively and 
efficiently done will require greater knowledge of the client group. 

6. Previous national studies of bankrupts in Canada are non-existent. 
Several foreign studies have been done but because differences in legal 
and social systems are a major determinant of the bankruptcy rate and 
because the majority of such studies were conducted in the early to 
mid-nineteen-sixties, their indicativeness of the contemporary Canadian 
situation is considered to be of limited value. 



7. The above conclusions from the literature review indicate clearly that 
efforts to reduce the need for declaring personal bankruptcy as a last 
resort solution are best approached through reducing the insolvency 
situation which necessitates declaring bankruptcy. Having determined 
this, an essential first step is to learn more about the characteristics 
of persons declaring bankruptcy including the details of their 
insolvency. 

It is in this context that the present national study of Canadian 
consumer bankrupts was undertaken. Other conclusions and suggestions 
for further work emerging from the study are listed below. 

8. Consumer bankruptcy, when viewed from a social stratification (social 
class) framework, was found to be very strongly a class-related 
phenomenon. It occurs mostly among the lower levels of the working 
class. A very high proportion of those using private trustees and 
public (F.I.T.A.) trustees, especially the latter, are drawn from the 
lowest levels of the labour force, particularly unskilled manual and 
clerical jobs. Fewer consumer bankruptcies occur among the middle class 
or professional groups. This conclusion is reinforced by the available 
data on employment status and income. Consumer bankrupts have much 
lower ,  incomes than the general 'population and exhibit a high degree of 
unemployment and job turnover. This is not to say, of course, that 
higher income groups and social classes do not also face problems of 
insolvency and they do represent a significant minority of those 
declaring bankruptcy. Rather, the point here is that lower social 
classes predominate among those insolvents who declare bankruptcy. 

. The demographic data on age, sex, marital status and number of 
dependents show that consumer bankrupts are not a homogeneous group. 
While it is possible to profile a "typical" consumer bankrupt there are 
at least three or four distinctive sub-groups. 

The typical consumer bankrupt, that is, the largest sub-group, emerged 
as a married male in his late twenties or early thirties who is living 
with his wife and has at least one dependent child. This confirms the 
findings of regional studies and is not surprising in that families in 
this stage of the family life cycle are among the most active users of 
credit. 

However, the data show , that at least 15% of consumer bankrupts are 
under the age of twenty-five. Such persons are likely to be single and 
to have requireg the services of a public trustee. Data from a 
Winnipeg studyif indicate that such young persons are representing 

37. Hira, T.K., A Study of the Small Debtor Program in Manitoba  
(1973-1977).  Winnipeg, Manitoba: Department of Family Studies, 
University of Manitoba January, 1979. 



an increasing portion of consumer bankrupts. A more in-depth study of 
• the characteristics and problems of this group appears warranted. 

About 20% of consumer bankrupts are separated or, divorced, and there 
• are indications this represents a higher percentage than in the 

population at large. Based on reviews of other studies and the present 
findings, it is in the authors' opinion reasonable to conclude there is 
a causal relationship between impending or actual financial insolvency 
and family breakdown. This in turn can be a precipitating factor in 
declaring bankruptcy. Thus a distinct sub-group.among bankrupts are 
males who have financial responsibilities for alimony or maintenance. 
Another sub-group are women forced into bankruptcy either by their 
husband's insolvency or through separation and consequent loss of 
income. 

Efforts aimed at rehabilitating those who have declared bankruptcy or 
in trying to assist consumers headed towards insolvency should take 
into consideration the characteristics and needs of these distinct 
sub-groups. 

10. Actual or threatened legal action appears to be an important 
precipitating factor in consumer bankruptcies. Various data from the 
analysis indicate that a high proportion of consumer bankrupts have been 
faced with some sort of legal action or pressure before filing. It 
would be tempting to conclude that such legal actions or pressure are 
themselves a cause of consumer bankruptcy. However, the analysis 
indicated also that many consumer bankrupts either ignored or were 
otherwise unaware of the seriousness of their situation until such 
action was taken. Thus it is likely that, other things being equal, 
many would have ended up having to declare bankruptcy sooner or later 
anyway. 

11. From the data it must be concluded that liabilities themselves are 
typically not that high, the median amount for the total sample being 
about $10,865. Granted, there was a small proportion of consumer 
bankrupts having extremely high liabilities. Generally, however, the 
image of consumer debtors going bankrupt "in style" is not supported. 
Rather, the reality is more likely to be a low-skilled or unskilled 
worker forced into bankruptcy for relatively small total debt amounts. 
The median number of debts was about 7, typically consisting of a couple 
of larger debts (over $2,500 each) and several smaller debts. 

The magnitude of these debts takes on a different proportion, however, 
when compared to assets. Among the total sample more than half had 
assets of less than $500 in value including more than a quarter , of the 
total who had no assets of value. This general poverty,  of assets is 
reinforced by Tfire trustee's statement of assets realized. The median 
amount across the total sample was only slightly above $500. Where 
assets are realized the typical asset is an income tax refund or cash 
given to the trustee as a retainer. Certain assets such as furniture 
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are exempt from seizure, but, the typical value of such furniture is 
usually only a few ,  hundred dollars or less and the same is true of 
vehicles owned by consumer bankrupts. It is true that there are some 
cases where substantial assets are present; however, only 6% or so of 
all cases yield even $2,000. These low asset levels are themselves a 
clue, perhaps, to debtors heading for insolvency. 

12. Consumer debt accounts for by far the largest portion of liabilities 
owed by consumer bankrupts. Mortgage and business debts are owed by 
only relatively small numbers of bankrupts. Mortgage debt was owed by 
about one in five of all bankrupts, and of this group about 60% owed 
two or more mortgages. 

(Since the survey 
mortgage interest 
themselves having 
true such persons 
bankrupts). 

year of 1977 dramatic increases have taken place in 
rates. It is quite possible that these increases are 
an impact on bankruptcies. To the extent this is 
might represent another distinct sub-group among 

13. Mismanaged and/or,  excessive credit is the cause of the great majority 
of all consumer bankruptcies. Although this conclusion is based on 
consumer and trustee opinion it is supported by the data themselves 
regarding debt structures. Only a small proportion of bankruptcies are 
directly attributable to health-related problems or other misfortune 
beyond the bankrupt's control, such as accidents. 

14. Consumer bankrupts do not fit the stereotype of "high rollers walking 
away from their debts" while holding on to substantial assets. Rather, 
In most cases a poverty or near poverty level of living is indicated, as 
measured by income or by assets. 

15. Creditors typically do not benefit when bankruptcy occurs. In only 
about one-third of bankruptcies is any money realized for distribution 
to creditors, the modal amount being $100-249. The threat  of 
bankruptcy is of benefit to creditors in terms of the power it gives 
them among debtors anxious to avoid the stigma of bankruptcy. In the 
authors' opinion this stigma is still a very real  considération for 
most insolvent debtors but one whose deterrent power clearly appears to 
be diminishing. 

16. Given the economic costs incurred by creditors and consumers in general 
when bankruptcy occurs and the hardship that insolvency ,  ending in 
bankruptcy represents for bankrupt debtors themselves, it is clearly 
desirable that viable alternatives to the necessity of declaring 
bankruptcy be found. This conclusion is based on the data from this 
study which indicate that the great majority of bankruptcies could be 
avoided, if appropriate measures were taken earlier in the insolvency 
spiral. 



85 

17. For those who do declare bankruptcy, it is the authors opinion that 
such persons would often benefit from a closer ,  integration with debt 
counselling so that the process becomes more of a learning experience. 
In a significant minority of cases family counselling may also be 
required. 

18. Money management skills aretypically at very low levels among consumer 
bankrupts. In this respect the need to declare bankruptcy and the more 
general problem of insolvency are an aspect of lifestyle. 
Nevertheless, if means can be found to alert consumers headed towards 
insolvency of the seriousness of their situation and steps taken to 
resolve the problem before it progresses to a need to declare 
bankruptcy, this would clearly be desirable from a social welfare 
perspective. 

19. There is no doubt that a majority of consumer bankrupts are culpable 
for permitting their financial situation to deteriorate into 
insolvency. This culpability is related to lack of foresight, lack of 
money management ability and other deficiencies in life skills and 
resources which are associated with but not limited to the lower social 
classes. Earlier detection of problem debtors and encouragement to 
participate in counselling would help in averting financial disaster. 

20. It seems clear as well, however, that credit grantors in general must 
bear part of the responsibility for consumer insolvency. This 
conclusion is based on the fact that it often takes three to five years 
for the debt accumulation pattern to develop to the point of 
insolvency. During this period there are no doubt danger signs that 
show up, such as the need to seek a consolidation  b a n,  or the need to 
seek a cash loan when such loans are already owed to two or more other 
lenders. 

21. There is, of course, general "pressure" on loans and credit officers 
within credit granting institutions to grant rather than deny credit 
since this is by dèfinition the nature of their business. Furthermore, 
most institutions place faith in their debt collection procedures as a 
fallback argument for granting credit. Nevertheless, the data from 
this study indicate that in many cases of bankruptcy the consumer's 
ability to get more credit should have been restricted at some point 
earlier than it was; in short, getting further credit was too easy. 
Thus, despite pressures to grant rather than deny credit there is from 
both an economic and social welfare point of view a responsibility 
among credit grantors to participate in efforts to detect and avert 
impending consumer insolvencies. 
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22. As a first step, it is proposed that joint efforts be undertaken by 
credit grantors, government agencies and social welfare agencies to 
develop and validate a model which will aid in the detection of 
potential insolvents early enough so that referrals and corrective 
measures can be taken. Input for the development of the model could 
include such factors as: regional differences in borrowing patterns, 
sub-groups of potential insolvents as emerged from this study, a 
longitudinal study,  of the debt accumulation patterns through time, 
income/debt/asset ratios, and others. 

23. At a more general level the answer to the problem of consumer insolvency 
appears to lie partly with encouraging better money management skills 
both in the school system and beyond. Efforts to develop and 
disseminate such information tailored to the needs of specific target 
groups should be encouraged. 

24. Given that consumer bankruptcies are continuing to increase 
substantially in recent years, involving issues of costs and their 
equitable distribution it is suggested that a study along the lines of 
a socioeconomic impact analysis (S.E.I.A.) be done under joint 
sponsorship. Such a study would help quantify the economic and social 
costs and benefits of various alternatives and provide the rationale 
for the viability of particular courses of action. 

25. Finally, because of changes occurring in the consumer credit market, it 
is proposed that an update of the current study be undertaken on a 
regular basis at three to five year intervals. 

1.  



• - 

87 

APPENDIX A  

WAGE GARNISHMENT AND PROPERTY  EXÉCUTION  EXEMPTIONS  

Wage garnishment and property execution laws in Canada are under 
provincial jurisdicatiobl. Thus, each province has its own method of 
exempting a portion of a debtor's wages from gernishment. The following is 
a breakdown of the various wage garnishment and property execution 
exemptions from province to province. 

WAGE GARNISHMENT  

Provincial enactments, concerning wage garnishment exemptions can 
first be divided into two groups; those that exempt a certain percentage of 
a debtor's income and those that exempt a specific, pre-determined dollar 
amount of a debtor's income. Provinces which exempt a percentage of income 
are Nova Scotia, British Columbia, Manitoba, New Brunswick, Ontario and 
Quebec. Within this group however there is still more variation. New 
Brunswick and Ontario are the only provinces that use a straight percentage 
calculation and even then Ontario's is 70% while New Brunswick exempts all 
wages. British Columbia, Manitoba and Nova Scotia, in addition to a 
percentage exemption, provide an alternative where a minimum dollar amount 
is exempted. This is obviously done in response to low income debtors. 
Quebec, on the other hand, exempts a minimum dollar value and then on top of 
that exempts a further 70% of the remaining income. 

The provinces which exempt a certain specified amount of income 
(Northwest Territories, Yukon, Alberta and Saskatchewan) also vary in amount 
exempted. Of these provinces Alberta exempts the greatest amount of . income. 
For example, a married debtor (spouse not working) with one dependent child 
would have $480 of his monthly income exempted. That same family in 
Saskatchewan would only have $300 per month exempted from garnishment. 

Only Prince Edward Island does not have a set percentage or dollar 
value exemption. Each case is looked at individually, the only restriction 
being that there is a minimum exemption equal to that which the debtor would 
receive if he was on welfare. 

Table A:1 summarizes the types of exemptions. 

1. S. 47 of the Bankruptcy Act preserves this with respect to 
bankrupts, subject to s. 48. 
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A ranking of the relative sizes of the wage exemptions under the 
various provincial garnishment laws would be helpful at this point. Some 
difficulties in rendering lie in the fact that some provinces exempt a 
percentage of the debtor's wages, and some exempt both a percentage and a 
minimum dollar amount. For the purposes of this analysis, this problem is 
partially alleviated by imposing a minimum wage of $6,000 in cases where a 
dollar amount is exempted. 

Table A:2 sets out the various exemptions in each province and 
territory and the percentage of income they effectively exempt. 

Apilado et al. 2  in analyzing the degree of restrictiveness with 
respect to wage garnishment, categorized the exemption laws into four major 
groups. Using these groupings, the degree of restrictiveness of the wage 
garnishment legislation of Canada's provinces and territories is set out in 
Table A:3. 

As can be seen from tables 1, 2, and 3, most of the provinces that 
exempt a specific amount are far less restrictive with respect to wage 
garnishment than those that exempt a certain percentage of wages. One thing 
that should be noted however is that at least those provinces which exempt a 
specific amount guarantee a debtor a certain amount of income. This would 
be important for debtors with low incomes. Except for New Brunswick, where 
wage garnishment is not permitted, the provinces of Nova Scotia, Quebec, 
Prince Edward Island, and British Columbia which provide both minimum 
amounts and percentage exemptions, protect a greater spectrum of the 
population from wage garnishment than those jurisdictions which exempt 
either a percentage of wages or a Med amount of wages. 

PROPERTY EXECUTION  

A similar type of analysis as above can be done with respect to 
exemptions for property. It was found that most provinces had similar 
legislation in this area. They all provided exemptions for food, fuel, 
furniture, utensils, farm machinery and animals, and books for a 
professional. However the dollar value limits of these exemptions vary,  and 
are frequently unrealistic. For example, New Brunswick allows exemptions for 
food and fuel for 3 months peovided their dollar total does not exceed $100. 
British Columbia's and Prince Edward Island's exemption laws only allow for a 
total of $500 worth of chattels to be exempted from seizure. 

2. V.P. Apilado, J.J.'Dauter and D.E. Smith, "Personal Bankruptcies" 
(1978), 7:2 The Journal of Legal › Studies  371-392. 
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Also there are only four provinces or territories which allow for 
any sort of exemption for the debtor's home and land. Alberta exempts 160 
acres of land, (any excess being subject to lien) and up to $8,000 worth of 
the debtor's home. If the house is worth more it is sold with $8,000 going 
to the debtor. Saskatchewan's law is similar but it exempts $16,000 for the 
home. The Yukon and the Northwest Territories both exempt up to $3,000 for 
the house and land together. 

Using Apilado and his associates' categories of liberal, medium 
and small exemptions, the provinces property execution exemptions are ranked 
in Table A:4. 
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TABLE A:1• 

TYPE OF EXEMPTION  
FROM WAGE ,GARNISHMENT  

Prov./Terr. Type of exemption  

$ value % of wages % of wages 
+ minimum 
value 

minimum - 
value plus 

 • percent of 
excess wages 

Alberta 

B.C. 

Manitoba 

New Brunswick 

Newfoundl  and  

Northwest 
Terri tories  

Nova Scotia 

Ontario 

P.E.I. 

Quebec 

Saskatchewan 

Yukon 

each'case is decided individually with a minimum exemption equal to what 
one would get on welfare. • • 

X 

X 

X 
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TABLE A:2 

PROVINCIAL EXEMPTIONS FROM WAGE GARNISHMENT  

Prov./Terr. 1  

New Brunswick 

Nova Scotia. 

Quebec 

% of income Actual amount 
exempted exempted 

any income  

100 100% 

85 85% or a minimum 
of $150/week for 
a person with a 
family or $100 1  
week for a single 
person3 . 

802 70% of the excess 
(86) over the following 

exempt amount: 
$60/week + $10/week 
for each dependent 
over two, if the 
debtor supports a wife 
and child or relative, 
or (h) $40/week for 
others. 

Prince Edward • 
Island at least welfare level . no less than an Income 

. the persOn would 
receive if that Person -
were dependent on 
payments from welfare 
assistance. 
Exemptions are - 
.calculated in terms of 
basic need.items. 

B.C. 6 70 70% 70% or • (a) no less than 
$100/mo. for a 
single person or _ 
(h) no less than 

• $200/mo. for a . . 
person With 

. dependents4. 



Manitoba 

Ontario 

Alberta 

N.W.T. 

Newfoundland 
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Prov./Terr. % of income Actual amount 
exempted exempted 

for any income 

70 

602  (80) 

602  (80) 

562  (89) 

70 70% or no less 
than- 
(a) $100/mo. for 
a single persOn or 
(b) $165/mo. for 
a persorrwith 
dependents 5 . 

70% 

(1) $400/mo. 
if married 
(2) $400/mo. 
if married plus 
$80/mo. for  each 
dependent child. 
1Figures  reduced 
if both spouses 
work. 

same as Alberta 

(1) $375/mo. 
for married 
person with 
dependent spouse, 
(2) $445/mo. for 
married person 
with dependent 
spouse and 1 
dependent child 
plus $30/mo. for 
other dependents, 
(3) $375/mo. + 
$30/mo. for each 
dependent in 
excess of one for 
a single person 
or for a married 
person not 
supporting spouse 
(4)$280/mo. for all 
others. 
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Prov./Terr. % of income Actual amount 
exempted exempted 

for any  income  

Saskatchewan 42 . ( 60) (1)$300/mo. 
for, a merrfe'd or 
single person 
With 1-3 -  
dependents, $325 
for 4 or more - 
dependents, 
(2)$150/mo. for . 

Yukon 26? $6/day  for the 
period in 
respect ,of'which 
the wages are 
owing on the day 
the garnishee , 
summons is'servecr 
on the garnishee. 

1. Sources of legislation on wage exemption. 

Alberta 

British 
Columbia 

Manitoba 

New Brunswick 

Newfoundl  and  

Nova Scotia 

N.W.T. 

Ontario 

Rules of the Court, 1978, Rule 483. 

R.S.B.C. 1960, c. 20, s. 3, as amended in 1971 
c. 6, s. 2 (Attachment of Debts Act). 

R.S.M. 1970, c. G-20, s. 6, as amended in 
1979, c. 8, s. 2, (Garnishment Act). 

R.S.N.B. 1973, c. G-2, s. 31 (Garnishee Act). 

R.S.N. 1970, c. 16, s. 2, as amended, 1972 No. 
14, 1974 No. 106 and 1977 c. 5, s. 1 (Attachment of  
Wages Act). 

Rules of Court, 1975, Rule 53, 05. 

Judicature Ordinance, R.O.N.W.T. 1974, c. J-1. 

R.S.O. 1970, c. 486, s. 7, as amended 1971, c. 20 
s. 1 (Wages Act). 



P.E.I. R.S.P.E.I. 1974, c. G-2, 

Quebec Code of Civil Procedure, 

s. 17 (Garnishee Act). 

1977, art. 553(9). 

s. 22, (Attachment of Debts  Sask. R.S.S. 1966, c. A-32, 
Act). › 

Yukon Yukon Ordinances 1973 
Ordinance). 

. 52, . 17 (Garnishee  

2. These provinces exempt specific dollar amounts of a debtor's 
The percentage figure presented is based on an annual salary 
$6,000 for a single person. The bracketed figure represents 
exemption  for  ,a  married person with one child. 

3. $150/week is 130% of an annual salary of $6,000. 
$100/week is 87% of an annual salary of $6,000. 

4. $100/mo. is 20% of $6,000. 
$200/mo. is 40% of $6,000. 

income. 
of 
the 

5. $165/mo. is 33% of $6,000. 

6. 8.C., as do most of the other provinces, has different exemptions in 
respect of attachments pursuant to judgments under various family 
maintenance statutes. The court in some of the provinces has the power 
to vany the amount exempt (sometimes within limits) when there are 
special circumstances present. 
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TABLE A:3 

Restrictiveness w.r.t. Garnishment Provinces/Territories  

1. Does not allow or if does is 
highly restrictive or 81-100% 
exempt. 

2.• Allows garnishment and is 
fairly restrictive or 61-80% 
exempt. 

3. Allows garnishment and is 
somewhat restrictive or 40-60% 
exempt. 

N.B. N.S., Quebec 

B.C., Manitoba,' 
Ontario, P.E.I. 

Nfld., Alberta 
N.W.T. 

4. Allows quite liberal garnish- Sask., Yukon 
ment or 0-40% exempt. 

Note: 1. P.E.I. sets neither a specific percentage or 
dollar exemption value. Since it does provide 
for a minimum income equal to the welfare level 
it could be classified in either group 2 or 3. 
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TABLE A:4 

EXEMPTIONS FOR CHATTELS AND GOODS  

Restrictiveness of Exemptions  

Large or liberal (allows many 
exemptions) 

Medium (allows some exemptions) 

Small Exemptions 

Province or Territoryl 

Alberta, Saskatchewan 

Ontario, Quebec, Yukon, 
N.W.T. 

P.E.I., B.C., Manitoba, 
New Brunswick 

1. A:list of each province's property exemptions is set out 
(Newfoundland's and Nova Scotia's exemptions were not 
leated.) 

Alberta:  (1) necessary clothing, ' 
(2) $2,000 worth or furniture, 
(3) necessary farm animals, 
(4) farm machinery, 
(5) tools of one's trade up to $5,000, 
(6) seed and grain for farming, 
(7) necessary books of a professsional, 
(8) tools of one's trade up to $5,000, 
(9) 160 acres of one's homestead, 
10) up to $8,000 for one's house or the cash 

from the sale. 
Exemptions Act,  R.S.A. 1970, c. 129, s. 2. 

BC.: $500 worth of goods and chattels. 
Execution Act,  R.S.B.C., 1960, c. 135, s. 25. 

Manitoba: (1) beds and furniture not exceeding $1,000, 
(2) necessary clothing and fuel for 6 months, 
(3) books for a professional, 
(4) food for 11 months, 
(5) farm animals for food purposes, 
(6) tractors etc. for farmers, 
(7) tools of the trade not exceeding $500, 
(8) seeds for planting, 
(9) chattel property of any municipality or 

• government. 
Execution Act,  R.S.M. 1970, c. E-160, s. 30 

below. 
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(1) beds and bedding and kitchen utensils, 
(2) clothing, 
(3) food and fuel for 3 months not exceeding 

$100, 
(4) several farm  animais for food purposes 

for 6 months, 
(5) tools and agricultural implements not 

exceeding $100, 
(6) certain quantities of seed and grain and 

potatoes for planting. 
Memorials and Executions Act,  R.S.N.B. 1973, 
c. M-9, s. 33(1). 

N.W.T.: (1) household furniture up to $200, 
(2) necessary clothing, 
(3) food and fuel for one year, 
(4) livestock and farm implements not 

exceeding $600 or $600 in cash, 
(5) $3,000 for a house and lot, 
Exemptions Ordinance, Revised Ordinances 1974, 
c. E-5, s. 3. 

Ontario: (1) $1,000 worth of clothing, 
(2) food, furniture, fuel that are contained 

in the home, not exceeding $2,000, 
(3) tools of one's trade not exceeding $2,000, 
(4) farm implements not exceeding $5,000 or 

proceeds from the sale of such, 
(5) seed to cultivate 100 acres. 
Execution Act,  R.S.O. 1970,  c. , 152,  s. 2. 

P.E.I.: (1) clothing, beds and bedding, 
(2) tools of one's trade, 
(3) stove, 
(4) food and fuel, 
(5) 1 cow. 
All these together cannot exceed $500 in value. 
Judgment and Execution Act,  R.S.P.E.I. 1970, 
c. J-2, s. 25(1). 

Quebec: (1) clothing and bedding, 
(2) furniture and utensils up to $2,000 and 

food and fuel, 
o (3) bees, hives and tools, 

New 
Brunswick: 



F. • 
I .  

Saskatchewan 

Yukon: 

Ii 

Nova Scotia: 

Newfoundland: 

o 
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(4) farm animals and feed for 3 months, 
(5) tools of one's trade, 
(6) family portraits, etc., 
(7) things used in religious worship, 
(8) alimentary allowances or pension, 
(9) books of accounts, 
(10) pensions granted to employees out of 

retirement pension funds. 
Code of Civil Procedure,  1977, art. 552. 

clothing, 
furniture not exceeding $2,000, 
grain, flour and meats, sufficient to 
provide food and fuel until the next 
harvest, 
animais,  machinery and a car, if necessary 
to conduct business, for the next year, 
books of a professional, 
tools and office furniture, 
seed and grain, 
crops when necessary, 
homestead up to 160 acres, 
$16,000 for one's house or the cash for 
the sale. 

Exemptions Act,  R.S.S. 1966, c. 96, s. 2(1) 

(1) household furniture not exceeding $200, 
(2) clothing, 
(3) food and fuel for one year, 
(4) livestock, tools and implements not 

exceeding $600, 
(5) house and lot not exceeding $3,000. 
Exemptions Ordinance, Revised Ordinances 1970, 
c. 38, s. 3. 

(1) 
(2) 
(3) 

(4) 

(5) 
(6) 
(7) 
(5) 
(9) 
(10) 

No exemptions. Sale of land under 
Executions Act,  R.S.N.S. 1967, c. 275. 

(1) working tools and implements of trade, 
(2) fishing stiff or punt, 
(3) cooking facilities, 
(4) necessary bedding and wearing apparel for 

himself and his family. 
Judicature Act,  R.S.N. 1970, c. 187, s. 210. 



il 

99 

APPENDIX B  

SOCIOECONOMIC STUDIES OF CONSUMER DEBTORS  

Several socioeconomic studies of consumer bankrupts have been 
done. However, the majority of these have been foreign. In particular, 
there have been no national studies of bankrupts in Canada. A brief review 
of the methodology and findings of these studies indicates the need for a 
national study of Canadian consumer bankrupts. 

Foreign Studies: 

Several foreign studies have contained compilations of 
socioeconomic profiles of consumer bankrupts'. Most of these have been 
regional studies in the United States. Undoubtedly the results of these 
studies will be useful for comparison with Canadian studies. Relying on 
them as being indicative of the Canadian situation, however, would not be 
wise. As discussed in Appendix C, differences in legal and social systems 
are a major determinant of the consumer bankruptcy rate. Thus comparisons 
between consumer bankrupts from different systems would be of questionable 
use. A further problem is that most of these studies were done in the early 
to mid nineteen-sixties and so are somewhat out of date. For these reasons, 
the results from foreign studies shall not be outlined here but will only be 
mentioned when relevant. 

Canadian Studies: 

(a) National Bankruptcy Studies  

Other than the data published in Bankruptcy Branch's annual 
reports, no studies on bankruptcy in general appear to have been 
done 2 . Some general observations on the characteristics of bankrupts 
were made by L.W. Houlden in 1966.3 His underlying observation was 

1. See Bibliography. 

2. A short internal report was peepared for Bankruptcy Branch by 
René Cyr, but it consists mainly of data similar to that in 
the annual reports. 

3. L.W. Houlden, "Personal Bankruptcies," 9 Canadian  
Bankruptcy Reports  217-223. 
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"What is urgently needed .. is a statistical survey to find out what are the 
actual facts". However, there have been studies concerned primarily with 
evaluating the usefulness of two existing bankruptcy programs: orderly 
payment of debts under Part X of the  Bankruptcy Act and F.I.T.A. In 
addition, two studies on consumer debtors in default have been published. 
These are outlined below. 

(b) Studies of Part X of the Bankruptcy Act and F.I.T.A.  

In 1966 the federal parliament enacted provisions to the 
Bankruptcy Act providing for the orderly payment of debts. The legislation 
allows a debtor to obtain the consolidation of his debts and the staying of 
any legal action by his creditors against him or his possessions 4 . 
However, Part X only applies in those provinces which request that it be 
declared in force5 . So far only British Columbia, Alberta, Saskatchewan, 
Manitoba, Nova Scotia and Prince Edward Island have done so. However, the 
Ontario courts provide similar consolidations and in Quebec the "Lacombe Law" 
is equivalent to Part X of the Bankruptcy Ace. Three studies have been 
done on the characteristics of consumers using Part X or the Lacombe Law and 
these are discussed below. 

In 1973 the Alberta Debtors Assistance Board analyzed 636 of their 
current files on users of Part X. This study was unpublished and 
unavailable for review7 . 

In 1974 a study was published at the University of Montreal by 
Claude Masse, Ejan MacKay and Jean Herard5 . It consisted of an empirical 

4. Bankruptcy Act, Part X, ss. 188-213. 

5. Ibid, ss. 190, 213. 

6. A. Parker and M. Culpepper (1975), Credit Law and Bankruptcy Handbook  
(North Vancouver: International Self-Counsel Press Ltd.) p. 127. 
See also: D. Scott, "The Division Court Referee of the County of York: 
His Role in the Larger Picture," in Neilson (ed). Consumer and the Law  
in Canada (1970) pp. 119-125; Quebec Code of Civil Procedure: 
Articles 652-59, 552-53. 

7. M. Trebilcock discusses this study in "The Pathology of 
Credit Breakdown" (1976), 22:3 McGill Law Journal 415-467. 
See text following n. 19, infra. 

8. Étude de l'efficacité sociale des_programmes juridique  
d'aide aux debiteurs surendettes,  par Groupe de Recherche en 
Jurimetrie, Faculte de Droit, Université de Montréal, Claude 
Masse, Ejan MacKay, Jean Herard, octobre 1974. 
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analysis of 370 debtors under the Lacombe Law and 201 files of debtors using 
the F.I.T.A. program in Montreal. This study provides a good general 
profile of the consumers using the Lacombe Law. Some main findings of the 
University of Montreal study (1974) were: (1) if the debt to income ratio 
exceeds $3,000 to $5,000 debt per $5,000 income then bankruptcy is the only 
practical solution; (2) only one in three debtors had a technical chance of 
getting out of debt under the Lacombe Law, with only 15% able to do so in 
less than three years or 27% in less than five years; (3) debtors were 
often better off financially and emotionally going bankrupt than using the 
Lacombe Law; (4) debtors were not using bankruptcy either because (i) they 
were not aware that they could, (ii) personal ethics, (iii) fear of goods 
seizure or (iv) failure to qualify under,  the small debtor bankruptcy program 
(F.I.T.A.). The University of Montreal research group recommended that the 
Department of Consumer and Corporate Affairs (1) publicize existing programs 
and remove stigmas, (2) establish an intermediate program, some form of debt 
composition, between the Lacombe Law and Bankruptcy, (3) establish a 
mechanism, in close collaboration with the provinces, to coordinate the 
debtor's choice of program, (4) establish consumer education courses on the 
law governing overindebtedness, increase cooperation with social agencies 
and combine bankruptcy administration with counselling, and (5) expand the 
offices of the public insolvency trustee agency to meet the projected 
increase in demand. 

A third study, concerning orderly peyment of debts in Nova Scotia 
and Prince Edward Island was recently completed 9 . On the basis of past 
and present experience with Part X the report strongly recommended that Part 
III of the proposed new Bankruptcy Act (Bill C-12) be given serious 
consideration by the Atlantic Provinces as an alternative form of debtor 
assistance. 

(c) Studies of F.I.T.A.  

On June 1, 1972, the Department of Consumer and Corporate Affairs 
initiated the Small Debtor Program. The object of this program was to 
provide federal public trustees in bankruptcy for those debtors who were 
unable to afford private trustees and therefore were effectively ,  denied 
recourse to bankruptcy 10 . Originally debtors were required to meet 

9. Canada, Department of Consumer and Corporate Affairs, 
Research Newsletter, January 1979, p. 23. 

10. Other countries have given similar assistance to debtors: In the 
United States there is an instalment plan and in the United Kingdom 
legal aid plan to enable destitute debtors to enter the bankruptcy 
process. See G.S. Joslin, "Bankruptgy Chat from England", Journal of 
the National Conference of Referees in Bankruptcy, July, 1964, p. 84. 
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certain income and asset tests before they were able to benefit from the 
program, but these administrative criteria were later relaxed so that 
federal trustees were generally available to any debtor unable to obtain the 
services of a private trustee. The F.I.T.A. program ended in 1978 when the 
private trustees agreed to accept all debtors regardless of their ability to 
payll. 

In addition to the University of Montreal Study (1974) discussed 
above, several other studies have been done on the Small Debtor Program. 
The Edmonton Area Office of Bankruptcy Branch (D.N. Wispinski and R.W. 
Fenniak) released a survey entitled "Bankrupts' Observations on Bankruptcy 
and on the Federal Trustee Program" in 1976. A University of Montreal Study 
on the small debtor program was published in two parts, the first in 
1977, 12  the second in 1979, 13  and in January, 1979, T.K. Hira's, 
A Study of the Small Debtor Program in Manitoba (1973_1977), 14  was 

 published. 

The Edmonton Study found that after going through the bankruptcy 
process the rehabilitated debtors felt a sense of relief and well being and 
had improved their income position. Rehabilitation had been most successful 
when there had been a good working relationship with the administrator so 
that all bankruptcy related problems were dealt with. The researchers found 
that referrals of the bankrupt to the provincial debtors assistance board by 
Bankruptcy Branch were largely ignored by the bankrupt. The major 
recommendation of the study was that bankruptcy proceedings and counselling 
should be integrated to resolve this problem. Providing these integrated 

11. See Introduction, to the report, text at n. 8. It is interesting 
to note that private  trustees in Ontario appeared amenable to 
such an arrangement as early as 1969 before F.I.T.A. was created: 
See L. Lind, "New Service offered to Lower Costs of Bankruptcy," 
Globe and Mail (Toronto), February 6, 1969. 

12. Accessibilité et rehabilitation en matière de faillite,  
Rapport III, Part V - Accessibilité au programme de faillite  
par syndic public, par Pauline Joy-Lauzon, Jacques 
Vignola, sous la direction de Claude Masse, Groupe de 
Recherche en consommation, avril 1977. 

13. Accessibilité et rehabilitation en matière de faillite,  
Rapport V, Part VI - Rehabilitation,  Pauline  Roy-Lauzon, 
Jacques Vignola, Groupe de Recherche en consommation, mars 
1979. 

14. Hira, T.K., A Study of the Small Debtor Program in Manitoba, 
1973-1977. 
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would be expensiVe, however, and-if'government groups were to be 
certain constitutional difficulties would have to be overcome. 15  

The University of Montreal's 1977 study is much more superficial 
r 1974 study. The first two-thirds of the 1977 study consists 
a summation of some of the findings of the 1974 study. From this 
and review they concluded as follows: 

The analysis of the socioeconomic characteristics 
of over-burdened debtors has permitted us to see 
that the clientele is composed in large part of 
young, unskilled workers, who face unstable 
employment situations. The situation of those under 
the bankruptcy program is more precarious than the 
depositors (users of the Lacombe Law). For them a 
small indebtedness willquickly be felt as 
overindebtedness. Abusive use of credit is an 
important factor which will.bave to be considered in 
the rehabilitation program. 10  

The authors do make some concrete proposals concerning what income 
and assets of a debtor participating in an orderly payment of debts program 
should be excluded. It was recommended that income equal to the threshold 
of poverty (as determined by the Senate Committee on Poverty in Canada) 
would be totally exempt, with income earned above this level being 
progressively made available to the creditors. P% payments table similar to 
this has now been adopted by Bankruptcy Branch). 17  The assets for which 
protection was recommended were the bankrupt's residence and his furniture 
and automobile, to a specified monetary limit. The authors also list some 
financial indices which should be considered when deciding whether a debtor 
should attempt a proposal or enter directly into bankruptcy. 

15. The proposed new Bankruptcy Act does attempt to resolve this 
latter problem by permitting the provinces to administer consumer 
bankruptcy. Under the British North America Act, areas such as 
debtor counselling are already in the provincial domain of powers. 

16. Masse, C., et al, Small Debtor Program: Access and Discharge  
In BankruptU7:—Four  Parts; Montreal, Quebec: Consumer Research 
Group, Faculty of Law, University of Montreal: Parts I to III, 
1977, Part IV, February 1979. 

17. Information Statement, Superintendent of Bankruptcy, No. 
May 7, 1979, Schedule 1. 

services 
involved 

than thei 
mainly of 
analysis 
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The final fifteen pages of the 1977 study dealt with the Small 
Debtor Program. In particular, the 1977 study was concerned with explaining 
why debtors chose not to proceed with their assignment under F.I.T.A. It was 
found that this was due not to socioeconomic differences but because of the 
then strict admission requirements of the peogram. The authors recommended 
that admission criteria for F.I.T.A. should serve as a guide only, and be 
applied with more flexibility. (As was discussed earlier, admission to 
F.I.T.A. was later made considerably easier.) The 1977 study, like the one 
published earlier, recommended close cooperation with counselling agencies. 
They also advocated the preparation of a brochure explaining the bankruptcy 
process to debtors, the improvement of the data collected on users of the 
program and the offering to qualified debtors of the possibility of making a 
proposal to their creditors. 

The University of Montreal's 1979 study was undertaken to estimate 
the size of the potential client group for programs under the proposed 
Bankruptcy Act. Using an index for overcommitted debtors consisting of 
income, assets, indebtedness, the poverty line, available income, and the 
repayment table, the authors determined the potential client group in Quebec 
for programs under the proposed Bankruptcy Act, as of 1969. 

The authors found that 79.7% of families and single persons in 
Quebec had the capacity to repay all their debts almost immediately (45% of 
these persons had no debt), 12.6% could repay their debts within three 
years, and 7.7% could not repay their debts within three years without going 
below the poverty line, 3.6% of these being unable to repay even one-tenth 
of their debts.id From this the authors summarize as follows: 

The problems of indebtedness for these three 
categories of debtors call for different solutions, 
and the programs provided for in Bill C-60 can provide 
these solutions. The remedy of arrangement by extension 
is appropriate for those who can repay all their debts; 
arrangement by composition may be the solution for those 
who can repay only part, say over 10%. In the remaining 
cases, bankruptcy is the only solution. 

The debtors included in these three categories 
represent 20.3% of the population and we shall 
concentrate on this group in our analysis in the 
following sections. 

18.  Masse, C. et al., supra,  n. 13, Part IV, p. 16. 
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In analyzing this problem group the authors found that: 

it is not the absolute amount of the indebtedness 
that is critical, but rather the proportion of the 
capacity to pay or the net value that the indebtedness 
represents ... [In fact] indebtedness among people with 
financial difficulties is lpwer than for the other 
categories of respondents." 19  

For assets the opposite was true; the more assets a debtor had, the less 
likely he was to be in financial difficulty. Most of these problem debtors 
were found to have very little income to apply to a repayment scheme so that 
the authors concluded that the assets of a debtor are the most important 
determinant of the ability of these debtors to repay. 

The authors narrowed their debtor group to those considered to be 
in difficulty. A debtor in difficulty was defined as "one who cannot repay 
all of his or her debts within a three-year period" (p.23). This group 
represented 7.7% of the families'and single persons in Quebec. Because one 
half of these had debts less than $1,000 the authors excluded them in 
estimating the client group for bankruptcy and arrangement programs (p.25). 
Of the remainder, the authors felt one-quarter to  one-half would actually 
make use of the programs. Thus, the potential client group comprised 1 to 2 
percent of the Quebec population of families and single persons, 15,000 to 
30,000 family units. The authors concluded that the vast majority of these 
would use bankruptcy, rather ,  than arrangement programs, as they had very 
little income available for repayment schemes and any form of asset 
liquidation would be tantamount to bankruptcy. However, because a voluntary 
composition arrangement would be less costly, those debtors able and prepared 
to pay approximately the equivalent of their assets over a three year period 
would benefit themselves (by retaining their assets) and their credibility 
(by decreasing their loss) by using debt composition. The arrangement by 
extension program was found to be of little use. It was recommended that the 
maximum three-year period be extended. Such a recommendation is 
questionable, however, as adhering to too long a repayment program would 
require too much discipline from the debtor. 

The authors lastly considered the socioeconomic characteristics of 
the potential client group (pp. 32-39). They concluded that there is no 
typical client for the bankruptcy and arrangement programs. However, they 
did find that almost all the debtors were living below the poverty line, or, 
when family income was included, very close to the line (p. 39). 

19. The source of - thiS and the following references can be found 
on pp. 19-40 of the 1979  study. 
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Hira's Manitoba study was undertaken to analyze the 
characteristics of F.I.T.A. bankrupts and their observations with regard 
to the F.I.T.A. program. Hira found that the average applicant for F.I.T.A. 
in Manitoba was a married male, 32 years of age, who lived in Winnipeg and 
had 3.3 children and was a blue collar worker with an average annual income 
of $5,900. His average debts were found tg be $6,700, owed largely to a 
finance company, bank, department store and door to door salesman, but his 
assets were minimal. Some of the major causes of declaring bankruptcy were 
found to be unemployment, marital difficulties, illness and in particular 
overextension of consumer credit. It was found that almost all the 
bankrupts were financially better off after declaring bankruptcy, but that 
there was a need for consumer education counsellin2 programs in conjunction 
with the relief from debts provided by bankruptcy.e° 

As can be seen, certain similarities and contradictions exist among 
these studies of Canadian bankrupts. This may be due to their generally 
small sample sizes and regional nature. The only clear conclusion seems to 
be that there is a need for more integration between the bankruptcy process 
and consumer counselling and education. However, such integrated services 
would be expensive and establishing them would require a good understanding 
of the client group. There is clearly a need for a study based on a larger 
sample of bankrupts drawn from all regions of Canada in order to permit a 
better understanding of consumer bankrupts in Canada. 

(d) Studies of Consumer Debtors in Default 

Two other Canadian studies in the area of consumer default are of 
interest: A. Trebilcock and A. Shulman's "The Pathology of Credit 
Breakdoweel and T.C. Pleett's "Credit Casualties: A Study of Wage 
Garnishment in Ontario". 

In the Trebilcock study, characteristics of the debtor subject to 
wage garnishment or goods seizure were collected and compared with data on 
Lacombe Law, Part X debtors and F.I.T.A. bankrupts. (Data on the 
characteristics of the general user of consumer credit were lacking). 

20. Hira, op. cit.,  Summary. 

21. (1976), 22:3 McGill Law Journal, 415-467. 

22. (1978), 28 University of Toronto Law Journal 95-194. 
Rules of the Game (1978), a study by Claude Masse of consumer 
organizations and of complainant consumers is also of 
interest but is too broad to describe here. 
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Trebilcock found the profile to be very similar in all cases, constructing 
a single stereotype of: 

a male debtor, probably between 25 and 45, married, 
with three dependents, with an annual income (in 
1972 figures) of between $5,000-$6,000, with debts 
between $2,000 and $3,000, having a level of education 
of high school or less, an unskilled labourer 
vulnerable to abnormally high employment ineecurity 
and, to a lesser extent, marital breakdown.e3  

Trebilcock then analyzed the collection procédures,  informal and formal, of 
creditors. He found that formal procedures were more frequently used 
against unskilled labourers: goods seizure if they had a low income, wage 
garnishment if they had a higher income. Trebilcock makes several 
recommendations. He feels that there should be no control of advertising or 
interest rate levels and no minimum deposit requirement. He opposes any 
alteration in creditors' remedies. Trebilcock feels that a stable economy 
with a guaranteed annual income is required to solve the problem. He also 
advocates the improvement of the debtor-creditor information flow 
(encouraging wiser granting of credit), some alterations to exemptions from 
wage garnishment and a tightening of the availability of bankruptcy to 
debtors who could use Part X. 

The Puckett study on garnishment would appear to be the most 
thorough study to date on an aspect of consumer default in Canada. However, 
the study is based on a relatively small sample of debtors from the Hamilton 
area whose wages have been garnished. Puckett provides an in-depth 
socioeconomic profile of these debtors. Comparison of this profile with 
other default debtor profiles would be useful in determining whether all 
default debtors are a relatively homogenous group. 

23. Trebilcock, op. cit. 



Ii 
Ii 

108 

APPENDIX C  

FACTORS INFLUENCING BANKRUPTCY  

Numerous factors have been cited by various authors, commentators a 
and persons familiar with bankruptcy as affecting the rate and level of 
bankruptcies. These have included economic factors such as unemployment and 
debt to income ratios; legal factors such as the availability of the 
bankruptcy process and the nature of the treatment under the law of insolvent 
debtors; and demographic factors such as age, marital status, family size, 
education and occupation. The purpose of this examination is to determine if 
any of these factors should be examined further to assist in the finding of 
measures which would reduce the need for insolvents to resort to bankruptcy. 

Findings on the Influence of Economic and Legal Factors on Bankruptcy  

Several authors have cited economic factors, in particular rising 
consumer debt to income ratios and unemployment, as the main reasons for the 
increase in bankruptcies. In the United States, David T. Stanley and 
Marjorie Girth explained the post World War Two growth in the magnitude of 
the U.S. consumer bankruptcy rate as being due to the increase in the 
personal dOt to income ratiol. Frederick C. Yeager also came to this 
conclusion.  Other economic factors such as unemployment were considered 
to cause fluctuations in this growth, but flot  to actually determine its 
magnitude. Michael Foot, in doing a comparative study between the United 
States and the United Kingdom, also considered the debt to income ratio to be 
an important determinant of the magnitude for the consumer bankruptcy rate. 
Foot concludes: "Nevertheless, one interesting point does emerge, namely 
that the ratio of indebtedness to personal income ... was nearly, twice as 
high at the end of 1975 in the U.S.A. as in the U.K. If the argument put 
forward by Stabley3 is accepted on an international level, this would be a 
major explanation of the higher rate of bankruptcy in the U.S.A. u4  

• 

1. D.T. Stanley and M. Girth, Bankruptcy: Problem, Process,  
Reform  (1971), 24-27, 40. 

2. F.C. Yeager, u Personal Bankruptcy and Economic Stability" (1974), 
41 Southern Economic Journal 96-102 at 101 (1974). 

3. D.T. Stanley, op. cit.,  pp. 27, 32. 

4. M. Foot, "Personal Bankruptcy - An International 
Comparison u  (1977), No. 115 The Three Banks Review  21-39 at 27. 
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However, the above positions of Stanley and Girth, Yeager, and 
Foot are not clearly acceptable. A more sophisticated statistical analysis 
of factors determining consumer bankruptcy rates was more recently published 
by V.P. Apilado, J.J. Dauter and D.E.  Smith.  Using equations consisting 
of legal and economic variables6  the authors did combined and cross-
sectional regression analyses of the bankruptcy rates of each of the United 
States of America. The legal variables, particularly restrictions on 
garnishment, were found to provide a better explanation than did the 
economic variables of the variance of bankruptcy rates across states7 . 
Legal variables accounted for slightly over 23 per cent of the interstate 
differences while economic variables explained only 2 per cent of the 
variance. Within a state, where the legal variable could be ignored since 
it was constant, economic variables were found...to account for a large amount 
of the changes in that state's bankruptcy rate. The debt to income ratio 
has found to account for far more of the change than unemployment. 
Unemployment furthermore had a negative coefficient indicating an inverse 
relationship; that is, when unemployment goes up the bankruptcy rate goes 
down. This is contrary to what Stanley believed, but is not illogical as 
when unemployment is up consumers may be more cautious in borrowing. Also, 
an unemployed consumer debtor would have no need to file for bankruptcy to 
protect his job or his pay cheque, having no job or pay cheque to protect. 

Apilado and his associates believed that other explanatory 
variables have yet to be identified. One of these could be demographic 
differences among the constituent populations, though the authors suggest 
that "demographic differences tend to be associated with or related to 
economic differences On terms of income level, debt burden and employment 
status among others)". The authors conclude: "To the extent that 

5. V.P. Apilado, J.J. Dauter and D.E. Smith, "Personal 
Bankruptcies"  (1978),7:2 The Journal of Legal Studies  371-392. 

6. The legal variables were severity of wage garnishment laws 
and exemption provisions from personal property seizure. 

7. V.P. Apilado, op. cit.,  pp. 382, 390. 

8. Loc. cit. 

9. Ibid. p. 391. 
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additional variables represent subsets of legal and economic factors, it 
might be interesting to examine one possible hypothesis suggested by this 
study: that the legal environment within a state establishes a base range 
of potential bankruptcy rates, and that economic variables dictate the 
movement of rates within this range over time". 10  

An expansion of Foot's comparative study of the United Kingdom and 
the United States to include Canada yields results which support the above 
hypothesis. Table C:1 shows the consumer bankruptcy rates for Canada, the 
United States and the United Kingdom for selected years from 1925 to 1975. 
It can be seen that until the mid-nineteen-sixties Canada and the U.K. had 
very similar rates of consumer bankruptcy. The magnitude of the number of 
consumer bankruptcies would appear to be centered around a rate of ten 
bankruptcies per 100,000 population of twenty years of age or more. The 
actual rate had a variance of about plus or minus five bankruptcies per 
100,000 population aged 20 or more. During this same period the consumer 
bankruptcy rate in the United States consistently remained ten times that of 
Canada and the U.K. From the late nineteen-sixties until the present the 
consumer bankruptcy rate in Canada increased dramatically while the United 
Kingdom and the United States had relatively stable consumer bankruptcy 
rates. If the hypothesis that some factors control magnitude while others 
only result in variations within a given magnitude is correct, then an 
analysis of the similar and divergent economic and legal factors operating 
in the three countries until the mid-sixties and the changes in these 
factors after that date should isolate the relative importance of those 
factors in determining the magnitude of the consumer bankruptcy rate. 

A comparison between the personal debt to income ratios of Canada 
and the United States supports Apilado's hypothesis and casts considerable 
doubt on the conclusions reached by Stanley and Girth, Yeager and Foot, 
(See Tables C.2 and C.3). Unlike the United Kingdom debt to income ratios, 
Canada's are very similar to those of the United States. Yet, the consumer 
bankruptcy rates of Canada and the United States are of very different 
magnitudes. Foot's conclusion that differing debt to income ratios explain, 
on an international level, different bankruptcy rates would appear to be 

10. Loc. cit. 
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TABLE C:1 

THE RATE OF CONSUMER BANKRUPTCIES  

IN CANADA, U.S.A. AND U.K.  

CANADA U.S.A. U.K. 

(1) (2) (3) (4) (5) (6) 

YEAR CASES  
— (000's) 

RATE CASES RATE CASES RATE  
Tir- (000's) (b) . (000's) (c) 

1975 8.335 (5.222)* 58 (36)* 224 165 6.7 18 
1974 6.992 (4.383) 50 (31) 169 128 52 14 
1973 6.271 (3.195) 46 (23) 
1972 3.647 (3.086) 27 (23) 128 
1970 2.732 21 178 142 4.7 12 
1969 1.725 14 169 137 
1968 1.308 11 181 149 
1967 1.549 13 192 161 
1966 1.903 16 176 150 
1960 .813 8 98 89 2.8 7 
1955 .683 7 50 48 
1950 .400 5 25 25 1.8 5 
1932 .840 14 55 70 4.7 15 
1925 .700 13 35 50 4.7 15 

* Number of cases of consumer bankruptcies, and rate 
with private trustees. (i.e. F.I.T.A. bankruptcies excluded). 

(a) (h) (c): 
Number of cases of bankruptcies per 100,000 
population ages 20 or. over. 

Sources: 

Col. 1: To 1965: The Canada Year Book,  for various years. The figures 
for before 1955 are estimates, as actual figures included business 
and consumer bankruptcies, based on the proportion of consumer to 
business bankruptcies recorded when figures were kept separately. 
To 1975: Report of the Superintendent of Bankruptcy,  for the 
various years. 

Col. 2: Statistics Canada, Estimated Population by Sex and Age Group, 
Cat. No. 91-202; and Population 1921 - 1971,  Cat. No. 91-512, 
OCCASIONAL. 

Col. 3 & 4: 
D.T. Stanley et al., Bankruptcy - Problems, Process Reform, 
Brookings  Institution  (1971) p. 25. 

Col. 5 & - 6: 
M. Foot, uPeissonal Bankruptcy - An International Comparison" 
(1977), No. 115 The Three Banks Review,  21 at'24, 26. - 
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incorrect. However, consumer bankruptcy rates in Canada, as in the United 
States and the United Kingdom, have increased at the same time as the debt 
to income ratio. It is likely that the debt to income ratio does explain 
changes in the consumer bankruptcy rate within a state but not differences 
in magnitude between states, as was found by Apilado et al. Stanley and 
Girth and Foot did recognize.that other factors besides economic ones 
influenced bankruptcy  rates'.  Nonetheless, they appeared to feel that 
the debt to income ratio was the main determinant of the consumer bankruptcy 
rate. However, a major problem with Stanley and Girth's study is that they 
failed to distinguish clearly between factors which affected the growth of 
the consumer bankruptcy rate and those which determined the magnitude within 
which the rate would grow. At times changes in the debt to income ratio was 
stated to result only in changes in the consumer bankruptcy rate, at other 
times the high debt to income ratio was stated to be the reason for the high 
magnitude of the consumer bankruptcy rate. Foot interpreted Stanley and 
Girth to be saying that the debt to income ratio was the main determinant of 
magnitude whereas it could be argued that they only regarded that ratio to 
be the main factor affecting consumer bankruptcy rate changes at a given 
magnitude. This latter interpretation would be in accord with the findings 
of Apilado and his associates. Thus, only Foot would be suggesting that 
debt to income ratio differences were the major determinant of the magnitude 
of a state's consumer bankruptcy rate. Consideration of the Canadian 
situation in addition to that of the United States and United Kingdom 
positions would indicate that Foot is incorrect. 

However, Foot also goes on to list important legal factors which 
may also account for the difference. Expanding Foot's comparative study of 
legal systems to include Canada's indicates that these legal factors are 
more important than Foot believed. 

The legal bankruptcy processes of Canada, the United States and 
the United Kingdom are in general very similar12 . However, they do 

11. D.T. Stanley, op. cit., pp. 28-32, 
M. Foot, op. cit., pp. 27-34. 

12. The following discussion follows closely that of M. Foot, 
op. cit., pp. 31-34, but expands it to include Canada. 
'Generally,  for discussion of these bankruptcy ,  systems see: 
J. Honsberger, "Bankruptcy Administration in the United 
States and Canada" (1975), 63 California Law Review 1515-1545: 
G.S. Joslin, "Bankruptcy Chat from England", Journal of the  
National Conference of. References in Bankruptcy, January, 1964, 
p. 22; July, 1964, p. 84; October, 1964,  p.105.  
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TABLE C:2 

THE RATE OF CONSUMER BANKRUPTCIES IN CANADA COMPARED  
WITH DEBT, INCOME, SAVINGS AND UNEMPLOYMENT  

(1) (2) (3) (4) (5) 
CONSUMER DEBT/ SAVINGS/ SAVINGS/ UNEMPLOYMENT 
BANKRUPTCY INCOME INCOME INCOME 15 25-54 
RATE % YRS YRS 

OLD OLD 

1975 58 (36) 21.4 11.0 51.5 6.9 4.3 
1974 50 (31) 21.7 10.1 46.6 5.3 3.2 
1973 46 (23) 22.1 9.1 41.0 5.6 3.3 
1972 27 (23) 21.8 7.4 33.8 6.2 4.0 
1971 24 21.1 5.9 27.8 6.3 4.1 
1970 21 21.6 5.3 24.6 5.7 3.9 
1969 14 21.8 5.4 24.6 4.4 3.0 
1968 11 21.0 5.6 26.8 4.5 3.3 
1967 13 19.9 6.3 31.8 3.8 2.8 
1966 16 19.2 6.7 34.8 3.4 2.4 
1965 15 19.4 5.5 28.4 3.7 
1964 16 18.6 4.2 22.5 4.5 
1963 14 17.2 5.4 31.6 5.3 
1962 10 16.3 5.6 34.5 5.7 
1961 8 16.9 5.0 29.9 6.9 
1960 8 16.2 6.3 36.2 6.8 
1959 10 15.4 5.8 37.6 5.8 
1958 11 14.2 7.1 50.3 6.8 
1957 13 14.0 5.6 40.4 4.4 
1956 8 14.2 6.5 46.0 3.2 
1955 7 13.8 4.7 33.8 4.2 
1954 7 12.6 4.8 37.9 4.1 
1953 6 11.7 7.8 66.3 2.3 
1952 6 10.1 7.6 75.1 2.2 
1951 5 8.0 9.0 112.5 1.8 
1950 5 9.6 5.2 54.1 3.0 
1932 14 7.4 
1925 13 - MP n••n 2.8 

DEBT  =  CONSUMER CREDIT OUTSTANDING; INCOME = PERSONAL DISPOSABLE 
INCOME; SAVINGS 4. PERSONAL NET SAVINGS 

Sources: Col. 1: See Table C:1 
Col. 2: Income: Statistics Canada, National Accounts, 

Cat. No. 13-201 ANNUAL, for various years. 
Debt: Bank of Canada Review, March 1978, February 
1972, 1969 Supplement, 1968 Supplement. 

Col. 3: National Accounts,  for various years. 
Col. 4: See Col. 2 and Col. 3 
Col. 5: Statistics Canada, Historical Labour Force 

Statistics,  Cat. Nd7-71-7201-T1977)--------  
National Accounts,  for various years. 
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TABLE C:3 

THE RATE OF CONSUMER BANKRUPTCIES IN THE U.S.A. COMPARED  
WITH DEBT, INCOME, SAVINGS AND UNEMPLOYMENT  

(1) (2) (3) (4) (5) 
CONSUMER DEBT/ SAVINGS/ SAVINGS/ UNEMPLOYMENT 
BANKRUPTCY INCOME INCOME INCOME 
RATE % % % % 

1975 165 18 7.8 43.7 8.5 
1974 128 19 7.3 39.2 5.6 
1973 19 7.8 40.3 4.9 
1972 128 19 6.2 32.1 5.6 
1971 19 7.7 41.8 5.9 
1970 142 18.4 7.4 40.0 4.9 
1969 137 19.3 5.6 29.0 3.5 
1968 149 19.2 6.5 34.4 3.6 
1967 161 18.7 7.5 40.6 3.8 
1966 150 19.1 6.5 34.3 3.8 
1965 140 19.1 6.4 33.7 4.5 
1964 135 18.3 6.0 32.5 5.2 
1963 123 17.7 4.7 26.2 5.7 
1962 118 16.6 5.3 32.0 5.5 
1961 118 15.9 5.6 34.8 6.7 
1960 89 16.0 4.9 30.4 5.5 
1959 82 15.3 5.6 36.5 5.5 
1958 74 14.2 6.8 48.1 6.8 
1957 60 14.6 6.7 45.8 4.3 
1956 50 14.4 6.8 46.5 4.1 
1955 48 14.1 5.4 38.4 4.4 
1954 43 12.6 6.1 48.0 5.5 
1953 32 12.3 6.8 54.2 2.9 
1952 28 11.5 6.8 58.1 3.0 
1951 28 10.0 6.6 65.1 3.3 
1950 25 10.4 5.3 50.3 5.3 
1932 70 - - 23.6 
1925 50 - - 

DEBT = CONSUMER CREDIT OUTSTANDING; INCOME = PERSONAL DISPOSABLE 
INCOME; SAVINGS = PERSONAL NET SAVINGS 

Sources: Col. 1: See Table C:1 
Col. 2: Income: Economic Report of the President  

Debt: 1950 to 1970: Banking and Monetary Statistics,  
1941-1970,  Board of Governors of the Federal Reserve 
System. 
to 1975: Estimates based on the proportion of 
non-instalment debt to instalment debt when both figures 
were kept. For instalment debt to 1975: Annual  
Statistical Digest: 1971-75, Board of Governors of the 
Federal Reserve 

Col. 3: Economic Report of the President  (1977) 
Col. 4: See Col. 2 and Col. 3. 
Col. 5: Economic Report of the President  (1977) 
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the United Kingdom and Canadian bankruptcy systems do treat creditors and 
debtors in a different manner from the United States' system. A closer 
examination of the three states' bankruptcy processes will reveal this. 

Most consumer bankrupts in the U.K. fail to obtain their 
discharge. 13  In Canada most consumer bankrupts do obtain a discharge; 
however, the discharge, usually absolute but occassionally conditional, 
generally takes at least nine to twelve months to obtain.I 4  In the 
U.S.A. the discharge is granted on average within seven months of 
petitioning15 . 

In Canada and the U.K. restrictions are put on the amount of 
credit an undischarged consumer bankrupt can obtain without disclosing his 
bankrupt status (which would effectively destroy his opportunity to be 
granted credit) 10 . These restrictions do not exist in the United 
States. 

Canadian and British debtors also stand to lose more of their 
assets by declaring bankruptcy. Exemption provisions in the United States 
are usually more generous than those in Canada and the U.K. In both Canada 
and the U.S.A. there are both federal and provincial (state) exemption laws. 
The trend of federal U.S. legislation has been to provide floor 
exemptions 17 . One Canadian proposal, in contrast, has called for 
ceiling exemptions above which no provincial exemption would be valid 13 . 
However, the Canadian proposal was removed from succeeding drafts of the 
proposed new Bankruptcy Act after vigorous opposition by the provinces to 
federal encroachment upon their legislative domain. 

13. M. Foot, op. cit.  pp. 32-33. G.S. Joslin, supra,  n. 29, January, 1964, 
p.22.  

14. Canada: Annual Report of the Superintendent of Bankruptcy - Unclosed 
Estates - various years; Background papers for the bankruptcy and  
insolvency bill (1978)  p. 16; Bankruptcx Act,  s. 143(1). In Ontario, 
due to a backlog of cases awaieng hearing before the Bankruptcy.  Court, 
it frequently takes over one year from the time it is requested to have 
a discharge hearing. 

15. M. Foot, op. cit.,  pp. 32-33. 

16. U.K.: M. Foot, op  cit., p. 33. Canada: Bankruptcy Act,  s. 170. 

17. D.T. Stanley, op. cit.,  pp. 31-32. 

18. Bill C-60, s. 150 (1). (Provision dropped from subsequent Bills). 
See also: Bankruptcy  Act, s. 48. The Court may vary provincial wage 
exemptions. In practice they have in fact decreased  the provincial 
exemptions. 
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Furthermore, assets acquired by Canadian and British bankrupts 
before obtaining their discharge, including their salary, are subject to 
distribution emong their creditors 19 . This is not the case in the 
United Statee0 . In Canada, however, s. 48 of the Bankruptcy Act 
requires a court order before surplus income can be attached by a trustee; 
the courts are most diligent in exercising discretion to ensure no hardship 
is imposed. 

It must also be remembered that an unconditional discharge from 
bankruptcy may not relieve a debtor of all his debts. In Canada discharged 
debts include debts which the creditor proves are "for goods supplied as 
necessities of life"21 . This is an undefined tenn but has been 
interpreted broadly by the courts22 . 

The nature of the bankruptcy laws of Canada and the U.K. would 
appear to explain, at least in part, why these states have a much lower rate 
of consumer bankruptcy than the United States. However, this ignores the 
rapid increase in the Canadian consumer bankruptcy rate since the late 
nineteen-sixties. Not surprisingly, this increase can be explained by 
changes in the Bankruptcy Act of Canada and its administration since 1966. 

In 1966, Part X was added to the Bankruptcy Act. This new addition 
to the Act provides for debt consolidation for consumer debtors, but only in 
provinces where Part X has been proclaimed in force. At present, this 
excludes Ontario, Quebec, New Brunswick and Newfoundland. However, the 
Quebec civil cede (the"Lacombe Law") and the Ontario courts provide similar 
consolidations£ 3 . Part X of the Bankruptcy Act provides for debt 
consolidation similar to that permitted in the United States. Chapter 
Thirteen of the U.S.A. Bankruptcy Act has provided for debt consolidation 
since 1939. Although debtors who find a solution to their problems under 

19. U.K.: M. Foot, op. cit.,  p. 32 
Canada: Bankruptcy Act,  s. 47(c), s. 48. 

20. M. Foot, op. cit.,  p. 32. 

21. Bankruptcy Act,  s. 148(1)(g). 

22. The courts have included such items as automobiles as 
"necessities of life". 

23. A. Parker and M. Culpepper (1975), Credit Law and Bankru.tcy Handbook 
(North Vancouver: International Se - ounse "ress a.  p. . 
See also: D. Scott, "The Division Court Referee of the County of York: 
His Role in the Larger Picture," in Neilson (ed). Consumer and the Law  
in Canada  (1970) pp. 119-125; Quebec Code of Civil Procedure: 
Articles 652-59, 552-53. 
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Part X or similar consolidation provisions will not be included in 
bankruptcy statistics, studies of Lacombe Law users have indicated that the 
majority of users of debt consolidation, upon being exposed to and learning 
more about ,the bankruptcy process have ultimately chosen to declare 
bankruptcy 44 . 

An administrative change in the treatment of consumer debtors in 
Canada took place in 1972 with the implementation of the Federal Insolvency 
Trustee Agency Program ("F.I.T.A."). This program provided public trustees 
for debtors unable to afford private ones (and hence unable to declare 
bankruptcy). As the bracketed figures in Table C:1, Column 2, show, 
F.I.T.A. alone accounted for a considerable percentage of the increase in 
the Canadian personal bankruptcy rate. The proposed new Bankruptcy Act will 
result in further changes, including the automatic scharge from bankruptcy 
after six months (subject to creditors' objections)£ 3 , the requirement 
for the Court to take into account the provincial law dealing with the 
exemption of property from exeçution or seizure before making an order 
against the bankrupt's salary40 , the exclusion of necessities of life as 
a non-dischargeable debt, Qnd the introduction of debt composition as an 
alternative to bankruptcy2 i. 

It would appear that differences in the legal process surrounding 
bankruptcy can account for much of the difference between the consumer 
bankruptcy rates of Canada, the United States and the United Kingdom, 
certainly far more than the debt to income ratio does. The continued trend 
in Canada towards consumer oriented legislation should, if all else remains 
the same, result in a continuing increase in consumer bankruptcy. This seems 
to be the case, the bankruptcy rate jumping from 58 in 1975 to 87 in 1977 
(per 100,000 population aged 20 and over). The hypothesis of Apilado and his 
associates - 'that the legal environment within a state establishes a base 
range of potential bankruptcy rates, and that gsonomic variables dictate the 
movement of rates within this range over timento - would appear to have 
considerable validity. 

24. Claude Massé, et al, Etude de l'efficacite=sociale des programmes  
juridique d'afaTiiix debiteurs surendettes,  October i  1974. See 
text following n. 64, infra.  

25. Bill C-12, s. 231. 

26. Bill C-12, s. 160. 

27. Bill C-12, Part III. 

28. Aplado, 1978, n. 13. 



118 

I.  

[ 

L. 

Given this finding, if the legal environment was changed eo that 
bankruptsy became a difficult, expensive and disastrous experience for the 
consumer, bankruptcies would undoubtedly decrease. Such a "solution" is 
certainly illusory. Moreover it is likely not politically feasible 
(assuming it is desirable) in this age of consumer awareness to suddenly 
strengthen the hand of creditors. Furthermore, though the above "solution" 
would reduce bankruptcies the problem of the insolvent consumer would 
remain. 

An alternative legal solution would be to end or restrict the 
creditor's remedy of wage garnishment so that bankruptcy would not have to 
be resorted to by insolvents in order to protect their jobs and pay cheques. 
Several others 29  in addition to Apilado and his associates have singled 
out wage garnishment as a major contributor to the level of consumer 
bankruptcies. Some have recommended the abolition of garnishment 30  
while others have proposed increased exemptions and restrictions on when a 
creditor can have recourse to this remedyil. 

This direction of legal reform is perhaps more feasible in our 
society but is not without its costs. Again, it does nothing to solve the 
problem of the insolvent consumer. (Though Robert Dolphin Jr. argues that 
most consumer bankrupts can pay their debts but choose bankruptcy as the 
easier alternative and, more importantly, to protect their job from the 
threat caused by an employer's dislike for the increesed administration 
costs resulting from the receipt of wage garnishment52 . Thus those 

29. For example, G. Brunn, "Wage Garnishment in California: A 
Study and Recommendations," December, 1965 California Law Review. 
1214-1253; R.C.C. Cuming, "The Credit Consumer in Trouble": 
"Remedies of Canadian Consumer Creditors" (1969), McGill Law Journal  
48-72; R. Dolphin Jr., An Amalysis of Economic and Personal Factors  
Leading to Consumer . Bankruptcy (1965); T.C. Puckett, "Credit 
Casualties: A Study of Wage Garnishment in Ontario" (1978), 28 
University of Toronto Law Journal 95-194; T.C. Puckett, "The 
Protection of Wages From Garnishment in Ontario" (1975), 10 Ottawa Law 
Review 566-580; E. Snedecor, "Why So Many Bankruptcies in Oregon?" 
707,--1977 Journal of the National Conference of Referees in  
Bankruptcy. 78-80. 

30. For example, G. Brunn, supra n. 28, and E. Snedecor, supra  
n. 28. 

31. For example, R.C.C. Cuming, supra n. 28 and T.C. Puckett, 
supra n. 28. 

32. R. Dolphin Jr., An Analysis of Economic and Personal Factors  
Leading to Consumer Bankruptcy (1965). 
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consumer debtors that would benefit from restrictions on wage garnishment 
would not necessarily be true insolvents. Nonetheless, they would be 
encountering financial difficulty which mere legal reform would do little to 
resolve.) A further cost of wage garnishment reform would be its effect on 
consumer credit availability and cost. T.C. Puckett points out that a 
consumer's future earnings are the main collateral lenders rely on in 
granting loans33 . Restricting garnishment restricts the ability of 
creditors to realize upon this collateral and so decreases the collateral's 
value. R.L. Peterson and J.R. Frew found from an analysis of interstate 
differences in personal loan rates and availability in the United States 
that restrictions on wage garnishment resulted in fewer bank and finance 
company personal loans being made and higher finance company interest rates 
on consumer loans 34 . Restrictions on wage assignment, the contractual 
equivalent to wage garnishment, decreased the availability of credit union 
personal loans35 . 

It is apparent that though legal reform is capable of altering 
substantially the consumer bankruptcy rate of a country it may  hot  be a 
feasible route to take in Canada. Wage garnishment restriction appears to 
be the legal reform that holds the most promise but it too is not without 
its costs. Furthermore, in Canada wage garnishment and wage assignment are 
already restricted considerably. Using Apilado's four tiered scale of wage 
garnishment: freely allowed, somewhat restricted, largely restricted or 
highly restricted; several Canadian provinces have wage garnishment laws 
that are largely restricted36 . Similarly, wage assignments have been 
prohibited in some provinces 37 . The result is that in Canada the 
philosophical underpinnings of bankruptcy legislation are likely 

33. T.C. Puckett, supra  n. 28, 28 U. of T. L.J.  95 at 190. 
10 Ottawa Law Rev.  566 at 567. 

34. R.L. Peterson and J.R. Frew, "Creditor Remedy Restrictions and 
Interstate Differences in Personal Loan Rates and Availability: 
A Supplementary Analysis," (1977) Working Paper No. 14, Credit 
Research Center, Purdue University, p. 12. 

35. R.L. Peterson and J.R. Frew, op. cit.,  pp. 9, 12. 

36. See Appendix 1, outlining wage garnishment and property 
execution exemptions in Canada. 

37. For example, in Ontario only credit unions may take wage 
assignments, with 70 per cent of wages still being exempt. 
The Wages Act, R.S.O. 1970 c. 486, s. 7. 
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unalterable. The few changes that can be made in the Canadian legal system 
- increased restriction of creditor remedies, provision for debt 
consolidation and composition - would likely result in little, if any, 
decrease in the bankruptcy rate38 . 

What then can be done in Canada to reduce the need for insolvents 
to resort to bankruptcy? Little substantial change is possible in the 
immediate legal system so, following the twpothesis of Apilado and his 
associates, reducing the consumer bankruptcy rate below a certain magnitude 
is impossible. Controlling economic factors would be the next alternative. 
On a macro-scale this would be difficult, however. No government has a 
magic formula to control unemployment. Reducing debt te income ratios 
nationally would likely require restrictions on credit which Canadians would 
find unacceptable. It is necessary to look for explanatory variables other 
than the above economic and legal ones to help understand the increase in 
Canadian consumer bankruptcies and permit the suggestion of methods to 
reduce the need for recourse to it. One such class of variables is 
demographic differences among the population. Though Apilado and his 
associates noted that there may well be a close correlation between 
demographic and economic differences (in terms of income level, debt burden 
and employment status among others) . knowledge of demographic factors relevant 
to insolvency might permit a more specialized and acceptable response to 
insolvency rather than broad economic reforms such as those suggested above. 

Findings on the Influence of Demographic Factors on Bankrutpcy  

The demographic characteristics of the consumer bankrupt 
population is one explanatory variable that has frequently been suggested as 
influencing consumer bankruptcies 39 . Apilado and his associates 
suspected that there might be a strong relation between demographic 
differences and economic differences 4u. For this reason they felt that 
demographic differences would do little to explain interstate differences in 
consumer bankruptcy rates. However, for the same reason demographic 
characteristics should help to explain changes in the domestic consumer 
bankruptcy rate, as do economic factors. Although a state may be able to do 
little to alter the main economic factors (debt to income ratios and 
unemployment) if a more specific breakdown of factors is made, identifying 
problem groups of manageable size, then more focused and effective efforts 

38. See eg. T.C. Puckett, supra  n. 28, 28 U.of T. L.J.  95 at 186. 

39. Canadian Consumer Council, Report on Personal Bankruptcy,  Ottawa, 
June, 1972, V.P. Apilado et al, supra,  n. 26. 

40. See text at n. 12, supra.  
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by the public, private and volunteer sectors to alleviate the problem may be 
possible. In addition, as the Canadian Consumer Council has stated41 , 
reform suggestions can only be evaluated when the target group is known. 

An argument may also be made that the social character of a society 
is a major determinant of the magnitude of the consumer bankruptcy rate. 
Stanley and Girth and Yeager tended to dismiss this, stating increased 
bankruptcy "apparently resulted primarily from the increase in the amount of 
indebtedness of the population rather than from deteriorating credit 
standards or a greater willingness of persons to enter bankruptcy"42  or 
"a decline in the 'puritan ethic"43 . It is submitted that these views 
fail to realize that the mere fact that persons are willing to increase their 
indebtedness indicates a changing attitude towards bankruptcy. Bankruptcy is 
an implicit possible consequence of using credit so that an increased use of 
credit can at least in part be said to be due to a decreased fear of entering 
bankruptcy. Similarly, 'the stigma of bankruptcy' is a phrase used by many 
authors: bankruptcy is said to be increasing because the stigma has 
decreased. This implies that there has been a change in society's character 
which is resulting in a higher magnitude of consumer bankruptcy. Therefore 
there is a need to understand what this new character is, and discovering 
more about the characteristics of consumer bankrupts should aid in providing 
this understanding. 

41. Canadian Consumer Council, Report on Personal Bankruptcy, 
June, 1972, p. 4. 

42. D.T. Stanley, op. cit.,  p. 40. 

43. F.C. Yeager, op. cit.,  p. 102. 
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