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Currently pending in the United States Congress is a dramatic reform proposal of the consumer bankruptcy law. The reform proposal aims to significantly curtail bankruptcy relief to financially troubled individuals.  The reform is premised in part on the widely held belief that the rather broad fresh-start opportunities currently provided by the bankruptcy system are, by and large, abused by consumers.  Many reform proponents contend that clever manipulators, and not the truly needy, are the primary users of bankruptcy.  Refuting this widely held belief, a number of scholars have empirically tested the assertions of abuse and found that widespread abuse in bankruptcy is largely a perceived phenomenon, not well grounded in facts.

 Using attribution theory, this Article attempts to explain the widespread public perception of abuse in consumer bankruptcy despite the lack of robust evidence to that effect.  At the most fundamental level, attribution theory addresses the question of how people identify the causes of human behavior.  Under attribution theory, one may postulate that people perceive pervasive abuse in consumer bankruptcy because of the way they explain and identify the causes of the underlying behavior of bankruptcy filing.  The public tends to explain the behavior of bankruptcy filing by attributing fault or blame to the bankruptcy petitioner.  Because the public perceives bankruptcy filing to be the product of the debtor’s own fault, the public does not regard the petitioner as deserving much protection.  Hence, by virtue of debtors’ resorting to such protection in bankruptcy, the public tends to generally view such conduct as indicative of inherent abuse of the system.  The public’s perception of bankruptcy is not based on an objective reading of behavioral facts and empirical figures.  Instead, the public’s perception of the bankrupt population is largely distorted from reality due to individuals’ inherent cognitive deficiencies, their tendency to over-attribute personal fault and under-attribute external factors to the act of bankruptcy filing, as well as their motivational and stereotyping biases.

Based on the application of these attribution theory biases to bankruptcy, this Article then hypothesizes that a similar disparity would exist between the perception of abuse and the reality of abuse in the Israeli consumer bankruptcy context.  As no study has ever been conducted outside the United States to empirically test the extent to which bankruptcy abuse is prevalent, this Article undertakes the first step to fill the gap in the comparative bankruptcy literature on the issue of abuse.  Based on an analysis of 213 bankruptcy files collected in Israel in the late 1990s, this study suggests that despite the widespread perception of bankruptcy abuse in Israel, the vast majority of Israeli bankruptcy petitioners, like their counterparts in the United States, do not abuse the bankruptcy system.
I.
Introduction


In the summer of 2002, following prolonged legislative maneuvering, congressional conferees reportedly were close to reaching a compromise on a major overhaul of consumer bankruptcy law.
  As in the last two legislative sessions of Congress, Congressional members predicted overwhelming bipartisan support for the passage of the compromise conference bill.
  The bankruptcy legislative reform bill was largely premised on the need to counteract a growing trend of consumer abuse.
  The perception of pervasive consumer bankruptcy abuse is shared by a wide spectrum of the general public.  Two relatively recent surveys suggest that a large majority of the American people believe declaring bankruptcy is too easy.
  This perception of abuse is also widespread among members of Congress,
 members of the judiciary,
 administrators in the United States Trustee’s Office,
 and members of academia.
  

The claim of a rising tide in consumer bankruptcy abuse is premised on a number 

of assertions, including that pre-bankruptcy strategic planning is on the rise, that 

bankruptcy petitioners routinely conceal valuable assets, and that the rate of serial bankruptcy filings is alarming.
  However, most of the discourse surrounding the claim of abuse is centered on the recent trend of increasing bankruptcy petitions.  That trend culminated in the spring of 2002, when bankruptcy filings broke the record for filings in any given twelve-month period, reaching just over one and a half million petitions.
  Finally, claims of abuse are premised largely on the alleged inherent unfairness of the increase in the number of bankruptcy filers who obtain debt-forgiveness despite their ability to make substantial payments to their creditors.
 


The current legislative endeavor to neutralize perceived abuse in the consumer 

bankruptcy system is not an isolated attempt.  Before the 1978 bankruptcy reform, efforts were made in Congress to require bankruptcy petitioners to submit to a mandatory repayment schedule.
  In 1984, Congress adopted a provision in the Bankruptcy Code that provided a mechanism for a judge to dismiss a petition when the judge found that the petition amounted to substantial abuse of the bankruptcy law.
  Two years later, Congress expanded that provision, inviting the attorneys from the United States Trustee’s Office to bring a similar motion to dismiss a bankruptcy petition for “substantial abuse.”


This Article suggests that while perception of pervasive abuse in the consumer bankruptcy system in the United States is rampant, existing studies indicate that this perception of abuse largely lacks solid empirical support.  This Article then identifies similar discrepancies between public perception of abuse and the actual rate of abuse in other entitlement programs in the United States and abroad. Relying on social-psychology attribution theories, this study proceeds to explore the possible explanations for the disparity between the widespread public perception of pervasive consumer bankruptcy abuse and empirical studies’ findings suggesting that consumer bankruptcy abuse is largely a marginal phenomenon.  To test some of the plausible explanatory factors for the discrepancy between the perception of abuse in bankruptcy and reality, this paper describes the results of an empirical study of abuse in the consumer bankruptcy system in Israel as compared to public perception of the same.  The findings of this study provide plausible support for the attribution theories, which explain the root cause for the striking differences between the perception and actual reality of pervasive abuse in bankruptcy. 

II. The Debate Over Bankruptcy Abuse in the United States

A.
Bankruptcy Abuse and Empirical Evidence



While there is a general acknowledgment that some abuse is inherent and inevitable in consumer bankruptcy, just as in any institution serving more than a million households annually,
 there is no persuasive empirical evidence that demonstrates an all-encompassing problem of abuse.  As suggested earlier, those who contend that consumer bankruptcy abuse is pervasive generally advance two main arguments.  First, they point out that the dramatic increase in the annual consumer bankruptcy filings over the last twenty years suggests that more individuals are engaging in opportunistic behavior to defeat the legitimate debt-repayment interests of creditors.
  Indeed, a 1996 study by VISA, Inc. on consumer bankruptcy indirectly attributed the increase in consumer bankruptcy filings to a corresponding but non-quantifiable increase in exploitation tendencies among the indebted consumer population.
  However, a chief analyst from the Congressional Budget Office roundly criticized the conclusions of that study and found that the method of analysis employed in the Visa study was “unsound,” and that it contained an “unfounded” and “unreliable explanation of personal bankruptcy filings.”
  

Further, one study refuted the notion that the bankruptcy filing rate is particularly high in the United States by calculating that the proportion of the households that could benefit financially from a bankruptcy filing is as high as fifteen percent while the actual consumer bankruptcy filing rate is much lower.
  More importantly, numerous empirical studies suggest that the recent rapid rise in the number of bankruptcy filings is primarily a function of consumers having a higher debt-to-income ratio fueled by the increased availability of consumer credit.

Second, proponents of the claim of pervasive abuse in consumer bankruptcy maintain that a significant number of bankruptcy petitioners are capable of making substantial repayments to their creditors, but fail to commit any of their future income for repayment.
  These advocates rely on a series of studies that were sponsored by the credit industry starting in the early 1980s and culminating in the late 1990s.
  In general, these studies assert that a significant number of bankruptcy petitioners have the ability to repay a substantial portion of their debts.
  For example, in a study from 1982 of the credit industry, the authors concluded that more than thirty percent of the bankruptcy petitioners could have repaid their debts in full and that petitioners who could have repaid discharged over a billion dollars each year.
  In 1997, the same group, the Credit Research Center, authored another study that widely publicized its finding that a sizeable minority of Chapter 7 petitioners could make a significant repayment of their non-housing debt over a five year period.
  A year later, the credit industry sponsored yet another set of studies from an accounting firm that concluded that ten percent of Chapter 7 filers in 1997 could have repaid all of their debt and that  “large numbers of 1997 U.S. Chapter 7 filers had the ability to repay large portions of the debts.”
  Lastly, in the same year, the credit industry subsidized yet another group, the WEFA Group, to author a report that suggested that the proposed reform of the consumer bankruptcy law through the means-testing feature could save creditors anywhere between $3.6 to $7.4 billion per year.

Despite the abundance of reports that purport to establish pervasive abuse by financially capable bankruptcy petitioners, a number of reviewers have posed serious questions about the validity of the studies’ findings.  A review of the 1982 credit industry study concluded that “[a]s a scientific study it is deeply flawed.  The study lacks crucial expertise, is designed incorrectly, asks a series of inartful questions, gathers its data improperly, misanalyzes the statistical data and draws erroneous and biased inferences from the data analysis.”
  Similarly, the Congressional Budget Office reviewed the Credit Research Center study from 1997 and concluded that for multiple reasons the credit industry report was “misleading” and it “overstat[ed]” capacity to repay.
  The review pointed to problems with the study’s data reporting that “make it impossible to determine the reliability of the study’s findings.”
  The analysis raised further concerns regarding assumptions made about current and future income, current and future expenses, amount of debt, the sample’s representative selection, the data collection techniques, the sample weighing methods and faulty data comparisons.
  Moreover, a number of critiques of the 1997 Credit Research Center study questioned the independence and credibility of the source.
  Lastly, independent reviewers identified similar deficiencies in the reports produced by the accounting firm and by the WEFA Group in the late 1990s.


In contrast to the much criticized studies sponsored by the credit industry during the 1980s and 1990s, a number of empirical studies recently conducted by government agencies, institutes and academics suggest that most bankruptcy petitioners are in dire financial need and that the vast majority cannot afford to pay significant sums to their creditors.  Results from several comprehensive longitudinal empirical studies by scholars from Harvard Law School and the University of Texas show that generally Americans who are in desperate financial circumstances resort to the bankruptcy system and that people who file for bankruptcy generally are those who need it.
  Examining repayment ability of bankruptcy petitioners from the early 1980s, the authors concluded that the overwhelming majority of Chapter 7 bankruptcy petitioners could not pay their debts in Chapter 13 or sustain even the most minimal standard of living.
  Ten years later, the same authors embarked on a similar project examining bankruptcy petitioners from the early 1990s.
  They again found that in the early 1990s, a typical family filed for bankruptcy with an annual combined median income of about half the median family income for those outside of bankruptcy, while at the same time the bankruptcy petitioners’ debts were overwhelming, far exceeding debt burdens for most Americans.
  The authors concluded that “the bankruptcy system is used by the people for whom it was intended: those drowning in debt.”
  To dispel any notion that consumer bankruptcy abuse has begun to somehow accelerate during the 1990s, another article traced the income and debt of petitioners from the early 1980s through 1997 and found that the petitioners’ income was progressively declining and that their debt-to-income ratio was not improving.


Consistent with the findings of these empirical studies, a study sponsored by the non-partisan American Bankruptcy Institute reached similar conclusions.
  It concluded that a mere 3.6% of the sampled Chapter 7 bankruptcy petitioners had sufficient income to pay all of their non-housing secured debts, all of their unsecured priority debts, and at least twenty percent of their unsecured non-priority debts.
  Included in this study are several other credit industry sponsored studies that have suggested that creditors may be able to recover four billion dollars annually from able petitioners, when in fact this study documents that creditors would only receive 450 million dollars from such collection.
 These two findings were further collaborated by a subsequent study issued by the Executive Office of the United States Trustees in the Justice Department.


B.
Perception of Abuse in Other Welfare Programs


Evidence based mostly on the findings of these studies is accumulating to show that while abuse in the consumer bankruptcy system clearly exists, it is neither widespread nor substantial.
  This apparent disconnect between the perception and reality of the extent of abuse is not limited to the context of consumer bankruptcy.  Just as little empirical data supports the widespread perception of insidious abuse in consumer bankruptcy, such detachment from reality is all too familiar in the perception of other types of government social support programs.  As the perception of bankruptcy abuse triggered public debate and legislative reform proposals aimed at placing constraints on available debt relief, similar perceptions of pervasive abuse in a variety of social support programs have also prompted a debate and legislative reform proposals on restricting the availability and scope of these other relief-type programs.
 

For example, similar to the bankruptcy abuse discourse, public debate relating to prevalent abuse in the unemployment benefit programs centers around the belief that many unemployment benefit recipients lack the need for such relief because they are receiving more or less regular earnings from unofficial work.
  In contrast to such widely held beliefs by the general public, a number of studies indicate that abuse in the unemployment benefit programs is merely a marginal phenomenon.
  Despite the lack of empirical support for pervasive abuse in the unemployment benefit programs, many such programs in the United States have recently experienced serious reform aimed at tightening available relief.
 

Likewise, studies have also documented the American public’s entrenched fear that the welfare system is routinely being abused by individuals who do not want to work, have it too easy, receive too many benefits, and under-report their income.
  Nonetheless, studies have demonstrated that such perception of abuse is not well founded and in fact underreporting of earnings was identified in merely three percent of the cases.
 Regardless, public perception of abuse in the welfare system prompted a major overhaul of the welfare system in the United States in 1996.
  Lastly, despite the widespread public belief of social security fraud, social security fraud appears to be neither extensive nor expansive.
  


In the next section, this Article identifies a number of plausible reasons for the disparity between perception and reality of consumer bankruptcy abuse.

III.
The reasons for the disconnect between reality and perception of abuse in consumer bankruptcy

A.
Introduction
The widespread public perception of abuse in consumer bankruptcy, despite the lack of robust evidence to that effect, can be best understood using attribution theory.  At the most fundamental level, attribution theory addresses the question of how people identify the causes of human behavior.
  Under attribution theory, one may postulate that people in the United States perceive pervasive abuse in consumer bankruptcy because of the way they explain and identify the causes of the underlying behavior of bankruptcy filing.  The public tends to explain the behavior of bankruptcy filing by attributing fault or blame to the bankruptcy petitioner.
  As the public perceives bankruptcy filing as the product of the debtor’s own fault, the public does not regard the petitioner as deserving much protection.  Hence, by virtue of debtors’ resorting to such protection in bankruptcy, the public tends to generally view such conduct as indicative of inherent abuse of the system.  That is, the public’s perception of bankruptcy is not based on objective reading of behavioral facts and empirical figures.  The public’s perception of the bankrupt population in the United States is largely distorted from reality due to the individuals’ inherent cognitive deficiencies, their tendency to over-attribute personal fault and under-attribute external factors to the act of bankruptcy filing, as well as their motivational and stereotype bias. 

B. Attribution Theory and its Biases
As suggested above, attribution theory is a generic term for a group of theories that describe how people explain the causes of human behavior.
  When an event occurs, there is a tendency among individuals to try to attribute a cause to that event.  Such causal inferences are called attribution.
  At its core, attribution theory assumes that people function as naive scientists in their attempts to understand the causes of behavior by engaging in an objective and elaborate reading of behavioral facts and empirical figures.
 

However, over time social psychologists have begun to question whether social perceivers do indeed choose or even have the capacity to engage in such an intricate and attentive process of behavioral analysis. 
  In fact, the notion that human judgment is based on sound and evenhanded use of available objective information has been disputed in a number of influential studies.  Researchers find that the average person often fails to make adequate use of objective information in analyzing the behavior of others.  Many individuals simply lack the necessary cognitive ability to process all relevant information, while others lack the necessary skills needed to apply the principles of attribution theory.
  Furthermore, those who have the ability and skills needed to employ the principles of attribution theory often do not follow the elaborate process of attribution. 
 Overwhelmed with so much to explain and limited time availability, many individuals instead take mental short cuts and ignore the principles embodied in attribution theory.
 

As a result of the failure to follow the objective paradigm envisioned in the attribution theory, a person’s perception of the cause of another’s behavior becomes vulnerable to a number of biases, thus becoming less accurate.
  A number of such attribution biases interfere with the adequate use of objective information in analyzing the behavior of others.
  

1. Cognitive Heuristics

Researchers have traced attribution bias to cognitive heuristics. According to

these theorists, people do not process information in a systematic manner but rather use quick and easy strategies or heuristics as rules of thumb to arrive at their judgments.
  These theorists have argued that people’s reliance on their intuitive understanding of causal relationships biases their judgments and also leads people to systematically make judgments that defy logic.  People’s reliance on a given heuristic predisposes them to consider certain types of evidence and to disregard other information.
  

One cognitive heuristic that has particularly troublesome consequences for the attribution process is the availability heuristic.  Under the availability heuristic, the likelihood that a given disposition can be inferred from a behavior is a function of the ease with which other evidence, examples or instances in support of the inference come to mind.
  An individual infers that if an example comes to mind more quickly, then there must be many of them.
  Similarly, an individual assumes that if a particular association is effortlessly made, then that association must be correct.
  Hence, under the availability heuristic bias, it is the ease (not the sum total of examples) by which other evidence, examples or instances are retrieved that constructs the individual’s assessment of the likelihood that a given disposition can be inferred.
  One implication of availability heuristic is that people’s judgments about others are influenced more by a single, dramatic life anecdote than by solid empirical and statistical data.
  This implication is indicative of the base-rate fallacy that people are relatively numb to statistical data or numerical probabilities, and are persuaded instead by graphic, vivid episodes.
  The availability heuristic causes people to defy logic by prompting them to ignore powerful empirical data that capture the experiences of many, and instead to focus on the isolated, perhaps even uncharacteristic, yet striking and memorable event.  As long as the anecdotal evidence is viewed to be relevant, and from a source that is reliable, studies find that in many cases one memorable tale has the potential to trump solid numerical evidence to the contrary.
  

Graphic and vivid images of events that so powerfully influence the perception of people about the character of others are frequently transmitted through the mass media.
 Indeed, there is a general agreement among media researchers that the media has an indirect but powerful role in influencing people’s perception of others.
  Individuals do form their perceptions about events from the media, and even though they do not recall the specifics, they retain general perceptions.
  These general perceptions, apart from their accuracy, have a potent impact on individuals’ perceptions of others.
 

Media representations of social reality are often found to be conflicting from empirical data such as official statistics.
  In fact, a number of studies have documented how graphic and vivid, but yet inaccurate, media reports of certain entitlement programs (such as welfare and unemployment benefits programs) in the United States and abroad have contributed to the public’s perception of abuse of such programs.
 

A similar impact on the public’s perception of abuse could be postulated in regard to consumer bankruptcy.  The public attribution in the United States of fault to the bankruptcy petitioners, rather than situational factors, could be the product of availability heuristics.  In spite of empirical evidence suggesting no widespread abuse of the system, the public seems to rely on their intuitive understanding of causal relationships, which biases their judgments and leads them to systematically make judgments about the bankruptcy petitioners that are inconsistent with objective reality.
  One implication of availability heuristic to people’s perception of bankruptcy petitioners is that people’s judgments about the bankruptcy petitioners are influenced more by a single but memorable and dramatic life anecdote than by solid empirical and statistical data.  This unforgettable episode is imparted to people through the mass media by its frequent depiction of rare instances of a millionaire, a public figure or otherwise an irresponsible debtor, who takes advantage of bankruptcy protection.
  Just as mass media fuels public perception of abuse in welfare and unemployment benefits programs, the isolated but dramatic and memorable stories about bankruptcy abuse have plausibly resulted in people attributing fault to the bankrupt and perceiving widespread abuse in the system despite solid numerical evidence to the contrary.

The subtle mass media message of consumer bankruptcy abuse has been recently steered, to some extent, by an aggressive public relations campaign by the credit card industry. 
  Beginning in the mid 1990s, the credit industry started to capitalize on people’s inherent cognitive vulnerabilities of availability heuristics.
  In a vigorous undertaking, the credit card industry has attempted to reach the public through the media by tendering to media outlets’ numerous press releases and by buying advertisement pages that tout the implicit, dramatic and vivid message of consumer bankruptcy abuse.
 Their message of abuse was couched in terms of burden on the public and unsupported projections of annual costs inflicted on middle class America by the ever-increasing number of purportedly profligate bankruptcy petitioners.
  The credit industry message of abuse was also publicized to the media through press releases that hyped a highly criticized study’s finding that a large portion of the bankruptcy petitioners could repay some of their debts.
  This assertion of abuse was adopted and repeated by the mass media as an objective fact.

2. Fundamental Attribution Error

In addition to cognitive heuristics, social psychologists have identified fundamental attribution error as a form of attribution bias. 
  Under the theory of fundamental attribution error, when observers attempt to explain an actor’s behavior, they are likely to overestimate the importance of personal or dispositional factors and to underestimate the influence of situational or environmental factors.
  Western culture and its embedded orientation towards individualism lead people to assume a link between acts and personal disposition.
  Therefore, in individualistic societies, where the ethic of competition is valued, the public generally has a negative predisposition towards those who fail and for the social benefits they receive.
  Westerners tend to believe that individuals are autonomous and responsible for their own actions.
  In contrast, many non-Western or socialist-leaning cultures take a holistic approach that stresses the relationship between individuals and other members of society.
  Under this theory, a person living in a non-Western, collectivist society is more likely to be concerned about social relationships and construct himself interdependently.  Such a person is then assumed to be more knowledgeable, sensitive and attentive to the environment of others than are individualistic persons.
  For example, in the United States more than two-thirds of a survey’s respondents attributed the fault of unemployment to the unemployed themselves and a plurality of Americans blame the welfare recipient for lack of personal effort.
  In contrast, only six percent of the respondents in Poland blamed the unemployed for their condition.
  Likewise, most of the collectivist oriented respondents in Britain expressed positive views towards the unemployed, while the majority of the individualistic oriented respondents expressed a negative view towards the unemployed.
  Similarly, studies on people’s perspectives on poverty demonstrate that people with individualistic orientation on social and economic issues are more inclined to blame the poor for their predicament and to consequently retain negative attitudes towards them.
 

In addition to Western culture and its emphasis on individualism, fundamental attribution error can also be viewed as a product of right-leaning political ideology. Ideology has an unyielding impact on society’s perceptions, as well as its views about goals society should pursue and about the course of action society should follow to achieve those goals.  “In other words ideology construes the social world in more or less systematic and meaningful terms, within which an individual can understand and explain social phenomenon, whatever of the validity or veracity.”
  For example, one study found that one’s political affiliation influences the perception of causes of poverty. 
 People affiliated with the “right” attribute poverty more to the person than the “lefts.”
 Similarly, people affiliated with the “right” attribute poverty less to government and dominance than the people on the “left” do.
  In another study, political orientation was also correlated with opinion about the unemployed.
  The more liberal leaning the respondents, the less negative view the respondents held about the unemployed.
  

Similarly, one plausible explanation for the disparity in the United States between actual versus perceived rate of abuse in the consumer bankruptcy system is the bias stemming from the fundamental attribution error.  As the American society is generally viewed as having individualistic and conservative-leaning tendencies, individuals in the United States would seem particularly vulnerable to the bias in perception arising out of the fundamental attribution error.
  Rather than attributing the blame of the financial failure leading up to bankruptcy to environmental factors, such as workforce downsizing, medical catastrophe, family dissolution, etc., the public in the United States seems to  place the blame on the individual and overestimate the importance of personal or dispositional factors, such as lack of personal responsibility.
  As the public perceives bankruptcy filing as the product of the debtor’s own fault, the public does not regard the petitioner as deserving much protection.  Hence, by virtue of debtors’ resorting to such protection in bankruptcy, the public tends to generally view such conduct as indicative of inherent abuse of the system.

Indeed, many who have publicly voiced their concerns about pervasive abuse in the consumer bankruptcy system premise their apprehension of abuse on the bankruptcy petitioners’ alleged irresponsible conduct.
 

3. Just World Theory 

Motivational bias theory might provide another explanation for people’s perception that bankruptcy is the fault of the petitioner and that bankruptcy is largely being abused by undeserving debtors.  One form of motivational bias is the Just World Theory.  Under this theory, people’s tendency to blame victims for their own victimization and to hold them responsible for their own predicaments is often motivated by a desire to see the world as a just place.
  People tend to view the world as a just place where one gets what one deserves and one deserves what one gets; a world where hard work and an ethical life always pay off and where idleness and an immoral life are castigated. 
  To believe otherwise would cause people to admit that the world is chaotic and hence that they too are susceptible to similar misfortunes as all such predicaments are a product of unpredictable chance and fate over which they have no control.
  A way of psychologically defending oneself against such misfortunes is to construe the causes of the events as being less due to coincidence or luck.
  If such events were to be construed as due to chance, then it could occur any time and to anyone, including oneself.  In other words, attributing greater causality to chance makes one vulnerable.
  One may attempt to defend their shaken belief in a just world by distancing oneself psychologically from the victim through disparagement and by holding the victims responsible for their own adversities.
 

For example, negative attitudes toward the poor, including blaming them for their own plight, are more prevalent among individuals who display a comparatively strong belief in a just world.
  One study demonstrated that persons belonging to high-income groups tended to attribute the plight of the poor to the poor person himself, whereas persons belonging to low-income groups tended to attribute the plight of the poor to situational factors such as government failure or dominance by other groups. 
  The attributional profile of the high-income subjects can be understood in light of motivational bias.  For a high-income subject, a way of defending oneself against the unwanted happening of poverty is to construe the causes of poverty as being less due to chance or luck, and more due to personal fault.  If a high-income subject were to construe poverty to be the product of chance, then poverty could plausibly inflict the high-income subject at any time.  Hence, the high-income groups’ belief in a just world causes them to attribute more causality to the poor individual, thereby reducing their perceived vulnerability.
 

Similarly, in consumer bankruptcy, one may hypothesize that as a way of defending their shaken belief in a just world, the general public holds the bankruptcy petitioners at fault and responsible for their financial demise.  As a way of perceiving themselves as not vulnerable to a similar outcome, people simply construe the causes of the bankruptcy event as not being due to some haphazard environmental factor.  After all, if they were to perceive the bankruptcy filing as a product of such random situational factor, then it could conceivably occur to them at any time too.  By attributing fault and by disparaging the bankrupt for his own downfall, the observing public maintains a certain psychological security about their lives. 

4. Defensive Attribution Bias

Another form of motivational bias in attribution theory is referred to as the Defensive Attribution Bias.  According to this theory, people increase or reduce blame on others “depending on their perceived resemblance with the victim and the perceived likelihood of similar future victimization befalling them.”
  Under the Defensive Attribution Bias, one may expect an observer’s perception of blame on the victim to decrease as the resemblance of the observer to the victim increases.
  The observer triggers this defensive mechanism to protect himself from being blamed if a similar destiny should happen to him in the future.
  Alternatively, this bias may be triggered in order to maintain or enhance the observer’s self-esteem.
  

For example, one study found that female subjects are reluctant to blame a rape victim, in the sense of moral wrongdoing, in order to safeguard themselves against the possibility of being involved in and blamed for similar incidents in the future.
  Also, in studies conducted measuring public attitudes towards the unemployed, researchers have detected a longitudinal reduction in negative perception towards the unemployed.  The   researchers attributed the decline in negative attitudes to macroeconomic changes and large-scale labor work dislocation that have prompted more people to become personally concerned about unemployment.
  As the public started to perceive a higher degree of similarities with the unemployed population and a higher degree of probability of similar future outcome, the public has started to blame the unemployed less and to attribute the cause of their condition more to situational factors.
  This shift in public perception may have been the product of the Defensive Attribution Bias: a defensive mechanism to protect themselves from being blamed if a similar destiny of unemployment should happen to them in the future.
 

The Defensive Attribution Bias may have also played a role in contributing to a negative perception of the bankrupt during the robust economic years of the 1990s.  As the country experienced a record low unemployment rate and record high economic growth, few individuals perceived much similarity between themselves and the typical bankrupt, who is generally a wage earner who had suffered some significant employment setback.
  The limited perception of resemblance with the bankrupt diminished the likelihood that the public’s defensive mechanism would be triggered and would cause them to view bankruptcy as a product of situational rather than dispositional factors.


5.
Stereotyping bias

Lastly, the disparity between the perception and empirical evidence of consumer 

bankruptcy abuse in the United States may be the result of stereotyping bias.  Stereotyping is a form of attribution bias.
 Stereotypes are socially shared perceptions about the personality characteristics that are recognized to be true of social groups and their constituents.
  As perceivers, people naturally sort single individuals into groups rather than think of each one as entirely distinctive.
  Stereotypes are thought to be formed, in part, as a result of a process referred to as out-group homogeneity bias.
 Under the out-group homogeneity bias theory, observers tend to classify society into in-groups and out-groups.
  Groups with which the observers identify are called in-groups; those that the observers do not identify with are called out-groups.
  Observers are predisposed to assume that there is greater similarity among the members of out-groups than among the members of our in-groups.
  This is so because the interactions of an observer with out-group members are more isolated and are more likely to take place on an inter-group rather than an individual level.
  As a consequence of the out-group homogeneity bias, stereotypes tend to develop more strongly about out-groups than about in-groups.  Furthermore, people observing a negative act by an out-group member are swift to attribute personality deficiency as a causal factor to that act and to generalize that deficiency to all members of that out-group.
 

The Realistic Conflict theory may explain why the out-group homogeneity bias endures.  This theory hypothesizes that members of the in-group tend to become fearful that members of an out-group who are viewed as competitors threaten the quality of their lives.
  In-group members’ belief that members of the out-group fare better compared to the members of the in-group causes them to become resentful of members of the out-group.
  According to this view, given the limited resources and the discontent shared by members of the in-group, members of the in-group might negatively perceive members of the out-group in an attempt to gain some material advantage.
  Such prejudiced attitudes tend to increase when times are tense and there is conflict over mutually exclusive goals.
  For example, perception of abuse increases in bad economic times when the public is more likely to believe that help to the poor will be on their account by a reduction in their standard of living.
   

Similarly, negative perception of the public relative to bankruptcy petitioners, including the perception of pervasive abuse in consumer bankruptcy, may plausibly be the product of prejudice bias.  Under the realistic conflict theory, members of the in-group, the general public who regularly consume using credit but do not file for bankruptcy, may become fearful that the quality of their lives is being threatened by members of the out-group, those members of the public who undertake consumer debt and then file for bankruptcy to get their debt obligation forgiven.
  The perceived threat and resentment may be triggered by the belief held by members of the in-group that bankruptcy filers fare better compared to the debt-paying members of the general public.
  First, members of the in-group may believe that members of the out-group fare better since they are relieved of the obligation to make further sacrifices to repay for the goods and services they have consumed, whereas members of the in-group forego various pleasures to live up to their repayment obligations.
  Second, members of the in-group may believe that members of the out-group fare better since the cost of the out-group members’ bankruptcy filing would now be shifted to members of the in-group.
  

The public discourse on consumer bankruptcy provides some manifestations of the Realistic Conflict theory in prejudice bias.  Many perceivers of pervasive abuse in the consumer bankruptcy system point to alarming yet unsubstantiated reports that consumer bankruptcy costs each American household $400 per year.
  This assertion plausibly triggers in the mind of debt-paying consumers a perception that those members in the out-group, who default on their debts and file for bankruptcy, are threatening the quality of their lives by shifting the cost of consumer credit to members of the in-group—the general public who regularly consume using credit but do not file for bankruptcy.
  This perceived threat plausibly causes discontent among members of the debt paying in-group, which is further evident in the negative views and outright perception of abuse towards all members of the consumer bankruptcy population.

IV.
Perception vs. Reality of Bankruptcy Abuse: A Comparative Perspective
A. Introduction

To test some of these hypotheses, this study has embarked on investigating disparity between the perception and reality of personal bankruptcy abuse in Israel.  Israel is a suitable country to study because of the wealth of information in the bankruptcy files, including valuable financial data and detailed accounts of each petitioner’s pre- and post- bankruptcy circumstances.
 

As in the United States, one would expect to find non-conformity between the perception in the Israeli public of the prevalence of abuse in bankruptcy, on the one hand, and the true extent and scope of the phenomenon.  The disparity between perception and reality may similarly be the product of a number of attribution biases, including availability heuristic, fundamental attribution error, motivational biases, or even stereotyping bias.  Furthermore, the well-embedded culture of “illegalism” in Israel may also be a contributing factor to the disparity between perception and reality of abuse in personal bankruptcy.  Illegalism, the phenomenon of non-compliance with Israeli law, has been defined by Israeli scholars as "the orientation [in Israeli society] that does not view respect to the law and respect to the legal system as a basic value, rather the prevailing view is that law should or should not be obeyed depending on calculations of benefits."
  Some believe that the non-conformity with the law has become so embedded in Israeli culture that they refer to it as an Israeli sport.
  The view that people in Israel have tendencies to routinely disobey and ignore the law whenever possible is widely shared among the Israeli public.
  This entrenched belief plausibly could have led people in Israel to suspect that bankruptcy petitioners lack the fundamental respect for bankruptcy law and would find every available loophole to abuse the process by dishonoring their obligation to repay their debts.
  


As discussed below, the findings of this study confirm the underlying hypothesis that, just as in the United States, there is a distinct disconnect between reality and perception of abuse in consumer bankruptcy in Israel.

B. Research Methodology

To collect empirical data for this study on the Israeli personal bankruptcy system 

and the extent of abuse in this setting, a sample of 213 bankruptcy files of individuals was selected, analyzed and coded.
  The schedules found in the bankruptcy files included extensive information on the debtors’ financial condition.
  The bankruptcy files also contained detailed investigative reports authored by the agency charged with administering bankruptcy cases in Israel, the Official Receiver, and they provided valuable insight into the bankruptcy process.


The sample is composed exclusively of individuals,
 individuals who voluntarily filed for bankruptcy between September 1996 and July 1998.
  The files were randomly collected,
 taken from all four judicial districts in Israel,
 in rough proportion to each district’s percentage of total individual filings over that time period.
  The sample of 213 files constitutes thirty-eight percent of the average annualized number of actual filings during the sample period.
  

C. The Perception of Abuse

A commonly held perception among Israeli legislators, members of the 

executive branch, judges, and high-level government administrators is that bankruptcy abuse is rampant in Israel.
  Prior to every bankruptcy reform undertaking, legislators in Israel have vocally expressed their alarm and antipathy towards the bankruptcy population in Israel, who are perceived as morally poor and opportunistic members of society.
  Similarly, influential members of the Justice Department have expressed their serious reservations about the tendencies of many bankruptcy petitioners to abuse the benefits offered to them in the bankruptcy system.
  Likewise, judges have voiced their reluctance to support further liberalization of the bankruptcy relief available to individuals in Israel on the grounds that such reform would only invite further abuse and fraud.
  Lastly, the pervasive nature of perception of abuse in bankruptcy is also illustrated by the remarks made during an interview by the head of the northern region of the Official Receiver in Israel.  During an interview, the regional head asserted that while some of the bankruptcy petitioners in her district are honest and unfortunate debtors in financial distress, the vast majority of the bankruptcy applicants in her region are crooks attempting to take advantage of the system.

D. The Evidence of Abuse 

In the United States, some have attempted to measure the level of bankruptcy abuse by studying the extent of repeat use of bankruptcy by former petitioners,
 and the extent to which bankruptcy petitioners have the ability to repay.
  Lastly, some have regarded bankruptcy-filing numbers as an indicator of bankruptcy abuse.
 

1.
Serial Bankruptcy Filings

A review of the empirical data collected for this study suggests that contrary to popular belief, none of the three alleged manifestations of bankruptcy abuse can be shown to exist in Israel.  First, very few petitioners in the Israeli bankruptcy sample are “true repeaters.”  A true repeater has been defined “as someone who files bankruptcy and discharges all accumulated debt, only to follow that fresh start by running up more debts and getting yet another bankruptcy discharge.”
  Fourteen percent of the petitioners in the bankruptcy sample have sought bankruptcy protection in the past.
  However, not all applicants for bankruptcy relief are subsequently adjudicated as such,
 and granted a discharge. In fact, only four and half percent of the sample population had been previously adjudicated as bankrupt.
  Furthermore, since very few bankruptcy petitioners in Israel receive a discharge, the estimated number of repeat bankruptcy filers who had received a discharge in their previous petition is less than one percent.

2.
Ability To Pay

Second, the data reported in this study paint a stark picture of the acute financial crisis facing the average debtor in Israeli bankruptcy, suggesting that the vast majority would be unable to repay more than a de-minimis portion of their debts.  In general, debtors can repay their debts either by selling assets or by committing a portion of their future income for repayment.
  The average Israeli debtor’s net worth is extremely bleak, so paying debts by selling assets is not feasible.
  First, the mean net worth of the Israeli bankruptcy sample was a negative $192,531, and their median net worth was a negative $128,554.
  In stark contrast, the average net worth of Israelis generally in 1998 was a positive $99,215,
 a difference of over $290,000.  Furthermore, an overwhelming ninety-two percent of the petitioners in the Israeli bankruptcy sample had a negative net worth at the time of filing.  Third, if all of the sampled petitioners’ exempt and non-exempt assets were liquidated as part of the bankruptcy process as the sole form of repayment to creditors, half of the creditors would collect six percent or less of debts owed.
  
While the net worth analysis suggests little, if any, repayment capacity by the debtors, the income analysis provides an even grimmer picture.  The average total gross income of the individual debtor in Israel is only a little over half that of the general population.
  The average monthly gross income per household in Israel was approximately $3,118 in 1997,
 but the average monthly gross income for the sample bankrupt’s household was only $1,675.
  These earnings positioned the bankrupt’s household income approximately in the thirtieth percentile of the average monthly gross income of the general population in Israel.
  Further, the average outstanding debt owed by petitioners in the sample was an exceedingly high $277,782, with a median of approximately $200,000.
  Not only was the average debtor burdened by an enormous debt in absolute terms, but the debt level was also very high relative to the average debt level in the general population.  In 1998, the average Israeli citizen had debts only twelve percent as high as those held by the sampled bankrupts.
  At the mean, a petitioner’s family owed debts greater than fifteen years’ worth of income.
  In contrast, the average debt to income ratio in the general population was less than one.

Both the net worth and the income examinations indicate that the financial condition of the average Israeli bankruptcy petitioner is disastrous, with few cases that have some prospect of meaningful repayment to creditors.  The data suggest that the vast majority of the bankruptcy petitioners in the sample are not crafty manipulators of a system, but rather deeply indebted individuals who resort to bankruptcy as the only available venue available to deal with their financial trouble.  Numerous bankruptcy files portray a situation where the debtor resorted to bankruptcy relief only after taking drastic steps to repay creditors outside of the bankruptcy forum.  Among other things, in an attempt to repay their creditors, petitioners in the sample have sold their homes and automobiles, liquidated their savings, life insurance and retirement accounts, and turned over their household goods.

3.
Bankruptcy Filing Rate


Lastly, the relatively low per capita rate of personal bankruptcy filings in Israel also counters claims of pervasive abuse of the bankruptcy system in Israel.  In 1997, Israel had 16 personal bankruptcies for every 47 English and Welsh, 300 Canadian, and 510 American personal bankruptcies.

The strikingly low personal bankruptcy rate in Israel is due to several factors, including the strong social safety net offered to its citizens,
 the relatively stringent consumer credit standards used by financial institutions,
 the stingy financial relief provided by the bankruptcy regime,
 the higher overall personal saving rate which provides a higher margin of safety against changes in financial condition,
 the lack of public awareness about available bankruptcy relief,
 the societal stigmatization of the bankruptcy process,
 the strong family and community networks that keep many insolvent individuals afloat,
 and the high access costs to the bankruptcy system.
 
4.
Life Before Bankruptcy

Another strong indication of the limited extent of bankruptcy abuse in Israel is the immense and prolonged hardships many of the petitioners faced prior to resorting to bankruptcy.  These hardships suggest that, as a group, the debtors did not take the decision to commence bankruptcy lightly, but rather were almost forced to do so as a last resort.  The vast majority of the bankruptcy petitioners faced continuous collection pursuits by their creditors prior to the bankruptcy filing.
  The average bankruptcy petitioner had to deal with eleven active collection files and approximately three outstanding judgments just before filing for bankruptcy.
  In some cases, the creditors’ collection pursuits were going on for several years before the debtor finally commenced bankruptcy protection.
   

The judgment collection system (commonly referred to as the judgment execution system), where many debtors spent significant time prior to resorting to bankruptcy trying to repay their debts, is largely a creditor oriented regime with little, if any, safeguards and protection for the debtor.
  The judgment execution system facilitated, by design or by practice, pre-petition collection activities that made life particularly difficult and unbearable for many debtors, who later ended up in bankruptcy.  For example, creditors’ continuous garnishment of debtors’ wages made it hard for some debtors to keep a job for an extended period of time both because employers were generally not tolerant of the collection process in the workplace and because the little wages remaining after garnishment left hardly any incentive for the debtor to remain working in that same workplace.
  Garnishment was particularly injurious to the sixty percent of the welfare-dependent bankruptcy petitioners who had their government assistance garnished prior to bankruptcy.
 

Also, life in the judgment execution system was made miserable for many petitioners because their creditors at times repossessed exempt property and other essential personal effects.
  Moreover, prior to filing for bankruptcy a significant majority of the petitioners were routinely arrested or threatened with arrests and imprisonment for failure to pay their debts.
  Furthermore, many debtors were confronted with unrealistic repayment orders in the judgment execution system, which they were unable to fulfill.
  Indeed, whereas the average monthly repayment amount ordered by officers in the judgment execution system was $682, the average monthly amount ordered by the court as a condition of the bankruptcy receiving order was substantially lower at $206.
  Lastly, prior to resorting to bankruptcy some debtors in the sample were subjected to abuse and harassment by their creditors.  Among other collection tactics creditors reportedly utilized were knocking on the debtor’s home or calling the debtor’s home early in the morning or late at night, harassing the debtor’s children on school grounds, and threatening to use and employing physical force against the debtor or the debtor’s spouse.
  These unpleasant and at times cruel experiences were part of an unfortunate reality for many debtors as part of the judgment execution system.

V.
Conclusion


As was anticipated, there seems to be a disparity between public perception of pervasive abuse in the personal bankruptcy system in Israel, on the one hand, and limited, if any, empirical data to support such proposition.  Similar to their counterparts in the United States, Israeli bankruptcy petitioners, by and large, do not abuse the bankruptcy system.  Empirical data suggests that the true bankruptcy repeater rate is exceedingly low.  Further, their acute financial vulnerability makes their prospects for meaningful repayment to creditors awfully slim.  Moreover, the relatively negligible per capita bankruptcy-filing rate makes abuse claims highly suspect.  Lastly, the harsh reality facing the bankruptcy petitioners in the judgment execution system suggest that, by and large, bankruptcy petitioners are not lightly pursuing bankruptcy, but instead are doing so as a very last resort to an almost unimaginable ordeal.


Just as the public in Israel has an unfounded perception that debtors routinely abuse the bankruptcy system, other studies also found a similar gap in the United States. While this paper has not isolated the particular cause of such disconnect in Israel or in the United States, it has identified a number of plausible explanations for this phenomenon.  The disparities seem to stem from deficiencies people have when attributing causes to an event.  Attribution biases such as availability heuristic, fundamental attribution error, motivational biases, and stereotyping bias could all plausibly explain the tendencies people have in perceiving abuse and attributing fault to the bankrupts.
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� According to data supplied by the Official Receiver’s office, the total number of bankruptcy petitions by individuals was as follows: 1996: 450; 1997: 587; 1998: 650 (estimated annualized).  See Computerized Printouts from the Official Receiver of the Central, Jerusalem and Southern districts (July-Sept. 1998) (on file with author).


� This study did not measure directly the general public’s perception of abuse, but instead indirectly examined public perception by reviewing attitudes held by key players in the bankruptcy system, such as judges, legislators, and administrators.  While examination of the general public’s attitude would have been interesting, it was deemed unnecessary because the general public in Israel has very little familiarity or even awareness of the existence of bankruptcy relief for individuals.  See Yisrael Itskovits, Be-hezkat Ashem: Hakol Al Ha-Mishpat Veha-Mishpach Be’Yisrael, [Presumed guilty] 44 & 150 (1997). Based on a pilot and unscientific survey of adults in Israel by a former bankruptcy petitioner and founder of a grass roots organization for the rights of insolvent individuals in Israel, it seems that many do not even realize that individuals may commence bankruptcy protection and many others believe that it is impossible for individuals to obtain debt forgiveness in bankruptcy.  Id. (suggesting that individuals in Israel do not have much knowledge about the bankruptcy relief that is available for individuals in Israel).  See also Ron Harris, From Imprisonment to Discharge: Setting an Agenda for Reform in Debtor-Creditor Law, 23 Tel-Aviv U. L. Rev 641, 666 (2000) (attributing the small number of bankruptcy petitions filed in Israel partly to the lack of public awareness about the bankruptcy option, as well as to the lack of bankruptcy advertising).  


� See e.g., D.K. (1996) 83  (statement of Yitzhak Levi, chair of the bankruptcy reform sub-committee) (“In order to prevent abuse of the benefits provided to the debtors by this bankruptcy reform, and most importantly to prevent assets concealment and discharge granting without justification, this proposal grants new investigatory powers to the Official Receiver relating to his assets, income and expenditures.”); D.K. (1994) 4757 & 4761 (concerns about the debtors’ abuse of the judicial system and ignorance of the obligations to repay their debts were prevalent during the legislative debate on the reform of the Judgment Execution Law); D.K. (1994) 10136 (statement of Knesset member Mr. Tichon) (“[D]ebtors [in Israel] avoid repayment, escape, disappear, trick everyone.”); Proposed Amendment of the Judgment Execution Law, 1974: Hearings Before the Judiciary Comm., 8th Knesset 4 (June 10, 1974) (statement of the chairman, Mr. Verheptig) (“Bankruptcy ruins a person economically.  It also ruins the morals in the economy.”).   As another member noted:


Unfortunately, there were incidents in Israel that constitute a cause of concern.  There were businesses that preferred and fraudulently obtained bankruptcy protection while their assets were registered under someone else’s name, or by leaving the country or by staying outside of the country for an extended period of time, or by changing their address and a prolonged absence from the place of business.  In my opinion, there is a need to apply with full force the laws in those cases, and if these laws are insufficient, then there is a need to initiate amendments to prevent acts of concealment such as these.


D.K. (1975) 383-84 (statement of member Eliezer Abetbi); D.K. (1975) 312 (statement of member Meir Cohen) (“This growing phenomenon [of increased bankruptcy filings] damages the commercial practices, the pubic order and the economic life . . . I am looking forward to a comprehensive reform of the bankruptcy system which will improve the commercial practices and the morality of debt-repayment in Israel.”).


� See Proposed Amendment of the Bankruptcy Ordinance: Hearings Before the Subcomm. on Bankruptcy Reform of the Judiciary Comm., 13th Knesset 2 (May 30, 1995) (statement of  Davida Lachman-Messer, Deputy Justice Minister) (arguing in favor of imposing a rigorous reporting requirements on the bankrupt because “[i]t seems to me that this is the way we can accomplish the balance that is needed between the dignity and respect of the individual  on the one hand, and the need to deter people from abusing the bankruptcy system”); Proposed Amendment of the Bankruptcy Ordinance: Hearings Before the Subcomm. on Bankruptcy Reform of the Judiciary Comm., 13th Knesset 29 (May 23, 1995) (statement of Davida Lachman-Messer, Deputy Justice Minister) (stating to the subcommittee members that they “must understand that the phenomena of assets concealment is very problematic”); D.K. (1975) 385-86 (statement of Justice Minister Zadok) (“The main objective of this proposed reform is to prevent abuse of the bankruptcy system by debtors, who know that it is easy to avoid repayment, undertake obligations and then obtain a discharge through the bankruptcy system.  I do not support a liberalization of this [bankruptcy] process.”).


� See e.g., Minutes of the Levin’s Commission on Bankruptcy Reform 4-5 (Sept. 4, 1991) (on file with author) (statement of Justice Levin) (alluding to a case where a bankrupt, who received a conditional discharge, was later found to own a luxurious apartment and a jewelry business with twelve employees)


[I]n the past, the voluntary bankruptcy process has become a tool for debtors who unjustifiably sought to avoid  repayment of their debts . . . this development arose, historically, from the fact that pursuant to § 7 of the 1936 Bankruptcy Ordinance a debtor’s application for commencement of bankruptcy proceedings would routinely be granted without judicial discretion in the matter.  This abuse brought about the changes in the bankruptcy law . . . As a result, the court now has discretion before approving a debtor’s application for bankruptcy relief.  4892/91, Ashkenazi v. Official Receiver, 48(1) P.D. 45, 55. 


� Interview with Levana Bar-Oz, head of the northern district of the Official Receiver, in Haifa, Isr. (July 9, 1998); see also Letter from Hana Yanun, staff attorney at the Official Receiver, to Amram Blum, head of the Official Receiver 4 (April 29, 1992) (on file with author) (“[An expansive discharge provision] is likely to give incentives to the general public to incur debts in the hope that the debts will be forgiven . . . Even today, under the present bankruptcy ordinance, there are people who abuse the bankruptcy system.”); Letter from Amram Blum, head of the Official Receiver, to Dan Meridor, Justice Minister 1 (Nov. 22, 1991) (on file with author) (“[I]t is likely that public knowledge about  the opening of the doors of bankruptcy will quickly spread, and the number of debtors that will take advantage of the situation in order to avoid their creditors may rise to a startling proportion.”).


� See Sullivan et al., As We Forgive Our Debtors, supra note 34, at 191-97 (examining, as a way of detecting abuse, the extent of repeat use of bankruptcy relief); Visa U.S.A. Inc., Bankruptcy Petition Study: Visa Consumer Bankruptcy Reports 19 (1997) (reporting, as part of a study of the extent of abuse of personal bankruptcy in the U.S., on the extent of repeat use of personal bankruptcy relief); Sullivan, Warren & Westbrook, supra note 9, at 235 (“If many bankrupt debtors are repeaters, then it is reasonable to infer that what separates them from other working people—including other people in financial trouble—is that they are abusing the system.  A substantial proportion of repeat debtors in bankruptcy might suggest widespread abuse.”).


� See Sullivan, Warren & Westbrook, supra note 9, at 236 (“Another possibility of abuse is that the debtors in bankruptcy are not in financial difficulty and therefore are abusing a system intended for people in disastrous circumstances.”); Warren, supra note 20, at 1087 (“[T]here appears to be some joinder in the debates that has created a working definition of abuse: if debtors use bankruptcy when they could repay their debts, then they have abused the system . . .”).


� See Warren, supra note 20, at 1084 (describing a view in the credit industry that rising bankruptcy filings suggest abuse of the bankruptcy system).


� See Sullivan et al., As We Forgive Our Debtors, supra note 34, at 192.


� Specifically, 14.4% of the bankruptcy petitioners in the sample previously filed for bankruptcy protection.  


� For example, in the bankruptcy sample of this study, only 30.6% of individuals who filed for bankruptcy protection were subsequently adjudicated as bankrupt.


� Many of the previous bankruptcy filers were not adjudicated as bankrupt in their previous petition because their petition was dismissed under the older law, due to lack of demonstrable benefit to creditors. See e.g., Official Receiver Case Number 1554/96 (Southern District) (reporting that the debtor previously filed for bankruptcy protection in 1992 and that the bankruptcy petition was dismissed because the debtor was unable to establish under the previous law that his bankruptcy petition would benefit creditors.); Official Receiver Case Number 1556/96 (Southern District) (reporting that the debtor’s 1980 bankruptcy petition was dismissed because he could not establish that the process would benefit creditors and that his petition was re-filed in 1996, following an amendment of the bankruptcy law with much of the same debts from the 1980s still outstanding). 


� Because this study suggests that less than 4% of the sampled petitioners received a discharge within the time period of this study, the estimated percentage of the previous bankrupt filers who received a discharge as part of their previous petition is less than 0.58%.  A higher true repeater rate was reported in the U.S.  See Sullivan et al., As We Forgive Our Debtors, supra note 34, at 194 (reporting that while 8% of the sampled debtors had filed a bankruptcy petition at some time in the past, 3.7% of the sample were true repeaters).  Bankruptcy repeat rate in the U.S. was found to be higher for individuals who had filed formerly under chapter 13 of the Bankruptcy Code. See Visa U.S.A. Inc., 2000 Life After Bankruptcy Study 15 (2000) (“26.9% of Chapter 13 respondents said they have filed more than one case. Only 8.1% of Chapter 7’s indicated repeat filings.”)  Studies found a similar bankruptcy repeat rate in Australia. See Bankruptcy Regulation and Policy Branch of the Insolvency & Trustee Service Australia, Profiles of Debtors: Who Became Bankrupt or Entered into Debt Agreements in 1997, 7 (July 1998) (unpublished manuscript on file with author) (“The sample indicated that 8% of persons who became bankrupt during 1997 has been bankrupt previously.”).


� See Sullivan et al., As We Forgive Our Debtors, supra note 34, at 201 (“Debtors might repay by selling their assets and giving the cash to their creditors, or they might repay by committing a portion of their future income to repayment.”).


� The mean net worth of the Israeli bankruptcy sample was a negative $192,531. In stark contrast, the average net worth of Israelis generally in 1998 was a positive $99,215, a difference of more than $290,000.  


� After removing outliers, the average net worth of the debtors at the time of bankruptcy filing was a negative 673,860 New Israeli Shekels (NIS) and the median net worth was a negative 449,939 NIS.  The outliers were cases with net worth lower than negative 3,746,856 NIS and higher than 286,637 NIS.  Before outliers were removed, the average net worth was a negative 807,644 NIS, or -$230,531.  The standard deviation was 1,107,117 NIS.  The highest quartile of debtor sample reported net worth of a negative 167,332 NIS.  The lowest quartile of debtor sample reported net worth of a negative 1,071,117 NIS.  All monetary figures reported here have been roughly converted from the Israeli currency into American dollar based on the dollar exchange rate existing in Israel at the second quarter of 1997 of 3.5 New Israeli Shekels (NIS) for one United States dollar.  See State of Israel, Central Bureau of Statistics, Statistical Abstract of Israel 1997, First findings, Table 9.12 (1998).


� The average net worth of the general population was calculated by subtracting average debts owed by the general population of $33,650 from the average value of assets owned by the individuals in the general population in 1998 of $132,865. 


� The median payout figure of the sample was calculated by dividing, for each petitioner, total assets by total liabilities and then computing the median for the sample.  The sample’s mean payout figure was calculated by dividing, for each petitioner, total assets by total liabilities and then computing the mean for the sample.  After removing outliers, the mean payout figure of the sample was 0.25.  That is, in the bankruptcy sample, creditors would have received on average a quarter of debts owed.  However, these payout figures are overstated because they include exempt assets, which are generally not liquidated as part of the bankruptcy process. 


� See State of Israel, Central Bureau of Statistics, Household Expenditure Survey, 1997, First Findings 43 (showing an average monthly total gross income per household of 10,915 New Israeli Shekels).


� Id.


� The bankrupt household average monthly gross income of 5,862 NIS, includes debtor’s earnings from work, debtor’s spouse’s earnings from work, government welfare receipts, rental income, and other income.  Figures for average income, expenses, assets and debts were calculated in this study after cases with extreme values were removed from the sample to avoid distortions.  Total household average monthly gross income before outliers were removed was 6,238 NIS, or $1,753.  An outlier is an observation that is unusually small or unusually large.  In this study, outliers are defined as observations in the lowest and the highest 5% of the data set.  The outliers here were cases with average household income greater than 17,069 NIS.  The median income for the bankrupt’s household was 5,708 NIS, with standard deviation of 4,175 NIS.  The lowest quartile of debtor sample reported only 3,002 NIS in total household income, but the highest quartile of debtor sample reported a total household income of 8,364 NIS.  While some have suggested that debtors have an incentive to understate their income in the bankruptcy petitions, the figures reported here are the numbers that have been thoroughly verified by the governmental agency of the Official Receiver.  See Tom Neubig et al, Ernst & Young: Chapter 7 Bankruptcy Petitioners’ Repayment Ability Under H.R. 833: The National Perspective, 7 Am. Bankr. Inst. L.R. 79, 96 (1999) (“Some have suggested that chapter 7 filers may have an incentive to exaggerate their financial distress by overstating expenses and understating income.”).


� See State of Israel Central Bureau of Statistics, Household Expenditure Survey, 1997, First Findings 43.


� After outliers were removed from the sample, the average total debt of the Israeli bankruptcy sample was 972,241 NIS and the median was 702,634 NIS.  The outliers were cases with total debts greater than 4,684,857 NIS and lower than 70,000 NIS. Before outliers were removed, the average total debts owed by petitioners in the sample was 1,120,942 NIS, or $320,270.  While some scholars have suggested that debtors frequently understate total debts in their filings, it is not likely to be the case here.  See Sullivan et al., As We Forgive Our Debtors, supra note 34, at 68 (outlining the persistent understatement bias the debtor’s bankruptcy reports of debts tend to have).  Because the data used in this study is primarily based on the debtor’s figures as confirmed by the Official Receiver in most instances, any understatement bias in this study is likely to be minimal.


� The calculated average debt held by individuals in Israel at the end of 1998 was $33,650 (117,777 NIS). Since there was no readily available data relating to the average debt held by individuals in Israel, the figure presented here was deduced by dividing the total liabilities held by individuals in the private sector in Israel in 1998 by the number of individuals who were living in Israel and were twenty years old or older at the end of 1997.  Based on these calculations, the average amount of debt held by individuals in Israel was 117,777 NIS.  See State of Israel Central Bureau of Statistics, Statistical Abstract of Israel 2000, Figure 2.19 (2000) (reporting that the total population in Israel in 1997 of individuals 20 years old or older was 3,617,000); Doron Wisebrod et al., Magamot Be’Hitpatchut Tik Ha’Nechasim Ve’Hahitchaivoyut Shel Ha’Zibur Be’Yisrael [Trends in the Israeli Public Asset holdings and Liabilities], 32 Executive 62, 62 (1999) (reporting that the total debts held by individuals in the Israeli private sector at the end of 1998 was 426,000,000,000 NIS).


� After outliers were removed, the average total debt to income ratio was calculated by dividing total debts for each petitioner in the sample by his or her average total annualized household income and then computing the average for all the petitioners’ individual debt to income ratio.  The outliers were cases with debt to income ratio greater than 117 and lower than 0.93.  Before outliers were removed, the average debt to income ratio was 22.  The lowest quartile in the sample had a debt to income ratio of 5, while the highest quartile had a debt-to-income ratio of 24.  


� The average total debt to income ratio in the general population in Israel was calculated by dividing total average debts of 117,777 NIS owed by individuals by average annualized household income of 130,980 NIS.  See State of Israel Central Bureau of Statistics, Household Expenditure Survey, 1997, First Findings 43 (showing that the average monthly total gross income per household in the general population was 10,915 NIS).  These figures indicate that the average total debt to income ratio in the bankruptcy sample was more than fifteen times higher than the level among the general population.  In contrast, in Canada the disparity between the bankruptcy sample and the general population is a little over two.  See also Iain D.C. Ramsay, Individual Bankruptcy: Preliminary Findings of Socio-Legal Analysis, 37 Osgoode Hall L.J. 15, 36 (1999) (“The total debt debt-to-income ratio [in the Canadian bankruptcy sample] was over twice the level among the general population.”).


� See, e.g., Official Receiver Case Number 179/96 (Jerusalem D.) (reporting that prior to bankruptcy filing, the debtor allegedly sold the family home for $240,000 to repay the business debts and creditors repossessed the family car and household goods as well as attached debtor’s saving and retirement accounts); Official Receiver Case Number 1592/96 (S.D.) (reporting that the debtor sold the family home prior to bankruptcy in an attempt to repay some of his business debts which he guaranteed); Official Receiver Case Number 1043/97 (N.D.) (reporting that, prior to bankruptcy filing, the debtor and his spouse sold their house, car and business inventory to pay off some creditors); Official Receiver Case Number 96/5 (N.D.) (reporting that the debtor and his family moved into a rented apartment after selling their house to pay some trade creditors; the remaining trade creditors continued pursuing the debtor and garnished his wages, allegedly leaving the debtor with no money to feed his family and leading the debtor to consider suicide seriously); Official Receiver Case Number 742/97 (C.D.) (regarding a 63-year-old debtor who indicated that prior to bankruptcy he had sold the family home to repay creditors after creditors had repossessed all accessible household belongings, leaving the debtor and his family with no house, no household belongings, and no car); Official Receiver Case Number 206/97 (C.D.) (reporting that, in an attempt to avoid bankruptcy, the debtor liquidated much of the family assets prior to filing the petition, including retirement savings, cash in the amount of the value of the debtor’s life insurance policy, a vacant lot valued at $280,000, the debtor’s condo, a relative’s condo and that the debtor used several loans from friends and family members); Official Receiver Case Number 24/97 (C.D.) (reporting that, despite selling the family home to avoid bankruptcy, the remaining unpaid debts led the debtor to resort to bankruptcy after moving in to the house of his parents-in-law with his spouse and two young children).


� See Rafael Efrat, Global Trends in Personal Bankruptcy, 76 Am. Bankr. L.J. 81, 100-01 (2002).


� See generally Abraham Doron & Ralph M. Kramer, Medinat Ha’Revacha Be’Yisrael [Social Welfare in Israel] 1 (1992).


� See Rafael Efrat, The Rise & Fall of Entrepreneurs: An Empirical Study of Individual Bankruptcy Petitioners in Israel, 7 Stan. J. L. Bus & Fin. 163, 206 (2002).


�See Rafael Efrat, The Fresh-Start Policy in Bankruptcy in Modern Day Israel, 7 Am. Bankr. Inst. L. Rev. 555, 578-600 (1999) (identifying some of the laws that make it difficult for bankruptcy petitioners in Israel to obtain a financial fresh-start).


� See International Monetary Fund, Israel: Selected Issues and Statistical Appendix 80 (Apr. 2000) (reporting that private savings in Israel between 1994 and 1998 ranged from 24% to 26% of gross private disposable income).  In contrast, both Canada and the U.S. have much lower personal saving rates. See also Teresa A. Sullivan et al., The Fragile Middle Class: Americans in Debt 32 (2000) [Hereinafter The Fragile Middle Class] (reporting that in 1998 individuals in the U.S. had a negative savings rate); Ramsay, supra note 186, at 78 n.134.


� See Itskovits, supra note 161, at 44, 150 (suggesting that individuals in Israel do not have much knowledge about the bankruptcy relief that is available to them).  See also Harris, supra note 161, at 666 (attributing the small number of bankruptcy petitions filed in Israel partly due to lack of public awareness about the bankruptcy option, as well as to the lack of bankruptcy advertising).  In contrast, in the U.S., advertising of consumer bankruptcy by attorneys is legal and widespread.  See Jean Braucher, Lawyer, and Consumer Bankruptcy: One Code, Many Cultures, 67 Am. Bankr. L.J. 501, 543-45 (1993).  Increased lawyer’s advertising in the U.S. may have contributed to the increased number of bankruptcy filings.  See Elizabeth Warren & Jay L. Westbrook, The Law of Debtors and creditors: Text, Cases and Problems 433-36 (3d ed. 1996) COPY RELEVANT PAGES INLIB. READING ROOM; Diane Ellis, The Influence of Legal Factors on Personal Bankruptcy Filings, 98-03 Bank Trends 2 (1998) (“In the past two decades, at least three events have altered the legal framework at the national level and may have contributed to the long-term rise in the U.S. personal bankruptcy rate.  The first event is a Supreme Court decision in 1977 that paved the way for lawyers to advertise on television.”); William T. Vukowich, Reforming the Bankruptcy Reform Act of 1978: An Alternative Approach, 71 Geo L.J. 1129, 1131 (1983).


�See Itskovits, supra note 161, at 43 (asserting that the main reason for the traditional restrain in Israel from resorting to bankruptcy protection is the shame associated with it); Philip Shuchman, Field Observations and Archival Data On Execution Process and Bankruptcy in Jerusalem, 52 Am. Bankr. L.J. 341, 353 (1978) [hereinafter Shuchman, Field Observations] (“[In Israel], there is a stigma attached to being bankrupt.  From our few interviews . . . we infer that many debtors who might benefit from bankruptcy are deterred by the fear of shame and stigma.”); Official Receiver Case Number 1559/96 (Southern District) (reporting that the debtors, who resided in a Kibbutz, asked the Official Receiver to communicate with them via telephone only and not to send them correspondence by mail since they did not want their fellow Kibbutz members to know about their bankruptcy filing).  Furthermore, the stigma of bankruptcy was recognized during several subcommittee hearings on bankruptcy reform.  In one hearing, the legislatures were attempting to devise an alternative debt-repayment structure for financially troubled individuals.  The panel believed that that alternative structure would be popular among the debtors because that structure would allow them to avoid the stigma of bankruptcy.  See Amendment to the Bankruptcy Ordinance: Hearings Before the Sub-comm. on Bankruptcy Reform of the Judiciary Comm., D.K. (1981) 2 (statement of Aliza Elizur).  See also Proposed Amendment of the Bankruptcy Ordinance: Hearings Before the Subcomm. on Bankruptcy Reform of the Judiciary Comm., D.K. (1995) 25 (statement of Davida Lachman-Messer, Deputy Justice Minister) (explaining that a debtor with a low level of debts should not be allowed to file for bankruptcy because that would unnecessarily expose him to the stigma of bankruptcy); Proposed Amendments of the Judgment Execution Law: Hearings Before the Judiciary Comm., D.K. (1974) 4 (statement of A. Ankorion, committee member) (“It is true that there are people that are indifferent, but generally I think that there still is stigma in bankruptcy.”); Official Receiver Case Number 135/97 (Central District) (providing the debtor’s description of  how she and her husband tried very hard to stay away from bankruptcy in order to avoid the stigma associated with it); Ariel Hazak, Mivchanei Shikul Da’at Beit Ha’Mishpat Be’Matan Zav Kinus Le’Bakashat Hachayav [Judicial Discretion in Issuing a Receiving Order Pursuant to the Debtor’s Request] 15 (Nov. 1, 1994) (unpublished manuscript, on file with author) (“[T]he negative stigma that is associated to a bankrupt [in Israel] is sufficient to motivate debtors to do everything possible in order to avoid being declared bankrupts.”).


� See Howard Litwin, Support Network Type and Patterns of Help Giving and Receiving Among Older People, 24 J. Soc. Service Res. 83, 91 (1999) (“[A]lmost half the elderly respondents [in Israel] reported aiding their adult children in one way or another.”); Yochanan Peres & Ruth Katz, Stability and Centrality: The Nuclear Family in Modern Israel, 59 Social Forces 687, 698, 700 (1981) (“In Israel the individual feels less anonymous than his counterpart in the modern West, not only because he lives in a tiny state, but also because the tradition of respect for privacy carries much less force, and values of mutual help and responsibility are somewhat more emphasized.”); Eran Razin, Social Networks, Local Opportunities and Entrepreneurship among Immigrants - The Israeli Experience in an International Perspective, in Immigration & Absorption: Issues in a Multicultural Perspective 174 (Richard E. Isralowitz et al., eds., 1991) (“Over 30% of [Moroccan entrepreneurs in Israel] depended on loans from family member to establish their business.”); Dafna Yisrael, Women, Work, Family & Public Policy, in Human Resources & Industrial Relations in Israel: New Horizons 327, 328 (Arye Golberson et al. eds., 1990) (noting the centrality of family in the Israeli society).


� See Harris, supra note 161, at 660 (attributing the small number of bankruptcy petitions filed in Israel partly to high filing costs).  In 1997, the non-waivable bankruptcy-filing fee in Israel was $498 per person (1,745 NIS).  See Itskovits, supra note 161, at 117. Similarly, England’s relatively low personal bankruptcy rate may be partly associated with the high court fees for initiating bankruptcy.  See Alexander Karpf, Comparative Study of the Law of Debt Collection of Consumer Debts in England and Austria 16 (2001) (unpublished manuscript, on file with the Georgetown Journal on Poverty Law and Policy) (“[T]he payment [in England] of the court fee [to initiate bankruptcy proceedings] and of the deposit for the administration costs can be insurmountable barrier for some consumers in spite of the possibility for the court to waive the former.”).  In contrast, the bankruptcy-filing fee in Canada is $50, plus $170 for two counseling sessions.  See Ramsay, supra note 186, at 75.  In the U.S. the bankruptcy-filing rate is $130 for chapter 7 & 13.  See Susan Block-Lieb, A Comparison of Pro Bono Representation Programs for Consumer Debtors, 2 Am. Bankr. Inst. L. Rev. 37, 39 n.15 (1994).  In addition to higher filing fees, attorney fees for bankruptcy services in Israel seem to be significantly higher than similar services in the U.S. and Canada.  See Interview with Levana Bar-Oz, supra note 165 (noting that the range of attorneys fees in personal bankruptcy cases in Israel is between $1,000 to $5,000).  In contrast, average bankruptcy attorneys’ fees in the U.S. are significantly lower.  See The Fragile Middle Class, supra note 192, at 11 (“Most people [in the U.S.] hire a lawyer to help the through the bankruptcy process.  It generally costs between $750 and $1,500.”); Barron & Staten, supra note 25, at 15 (reporting that the average fee paid by represented bankruptcy petitioners to a lawyer in the U.S. was $702 in Chapter 7 and $1,139 in Chapter 13).


� Specifically, 95.7% of the sampled cases had collection suits pending at the commencement of the bankruptcy petition.  Just as most bankruptcy petitioners in this sample had to face collection pursuits in the judgment execution system prior to bankruptcy filing, nearly all the bankruptcy petitioners in the early 1970s in Israel had been previously subjected to the judgment execution process.  See Shuchman, Field Observations, supra note 194, at 342.  Pre-petition collection activities including wage garnishments and repossessions have been reported with significant less frequency in the U.S. and Canada.  See Phillip Shuchman, Social Science Research on Bankruptcy, 43 Rutgers L. Rev. 185, 235 (1990) [hereinafter Shuchman, Social Science Research], (book review) (reporting that only between 10% and 36% of all bankruptcy petitioners in the U.S. have sustained repossessions, attachment, or wage garnishments prior to bankruptcy filing); Barron & Staten, supra note 25, at 15 (reporting that only 6% of Chapter 7 and 5.4% of Chapter 13 bankruptcy petitioners had their wages garnished prior to the bankruptcy filing, while 11.8% of Chapter 7 and 9.6% of Chapter 13 bankruptcy petitioners experienced repossession or foreclosure prior to the bankruptcy filing); Ramsay, supra note 186, at 66-67 (reporting that in addition to a small number of pre-petition garnishments, in 14% of the bankruptcy petitions in Canada assets had been seized by creditors and a small number of garnishments).


� Specifically, on average 10.97 creditors were actively pursuing the sampled bankruptcy petitioner in the judgment execution system at the time of bankruptcy filing. Also, the average debtor had 2.68 outstanding judgments.


� See, e.g., Official Receiver Case Number 179/97 (Jerusalem District) (reporting that collection activities were going on for years before the debtor’s bankruptcy filing); Official Receiver Case Number 740/97 (Central District) (reporting that, although the debtor’s financial trouble arose during the Gulf War, following the collapse of his business, he did not commence bankruptcy protection until 1997); Official Receiver Case Number 306/97 (Central District) (reporting that the debtor’s underlying debts were in default beginning in the mid-1980s, that, at that time, the debtor’s bankruptcy petition was dismissed because the debtor did not have adequate assets to distribute to the creditors, and that, following the reform of the bankruptcy law in 1996, the debtor filed for bankruptcy protection yet again, hoping to get some form of relief from the debts the debtor incurred more than ten years earlier); Official Receiver Case Number 493/97 (Central District) (reporting that the debtor had been pursued by creditors for five years prior to his application for bankruptcy relief).


� See generally Ron Harris, Nefilato Ve’aliyato Shel Ma’asar Ha’chayavim [The Fall and Rise of Debtors’ Prison], 20 Tel-Aviv U. L. Rev. 439, 439 (1996).


� See, e.g., Official Receiver Case Number 5/98 (Central District) (following the collapse of his business, the debtor was unable to keep a job in one place for an extended period of time due to the continuous garnishment of his wages); Official Receiver Case Number 420/96 (Central District) (The debtor reported that following his business failure, he attempted to find a job as an employee. Several of these attempts failed because the employer felt uncomfortable with the garnishments of the debtor’s wages); Official Receiver Case Number 5136/97 (Southern District) (debtor, a former entrepreneur, reported that on numerous occasions he had to leave his job and to find another as the garnishments of his wages left him with little to take home).  Studies in the U.S. have also documented how garnishment may cost a debtor his job.  See George Brunn, Wage Garnishment in California: A Study and Recommendations, 53 Cal. L. Rev. 1214, 1234 (1965).


� Specifically, out of all files in the sample where relevant information was available, 59.4% of the sampled petitioners, who were recipients of some form of government financial assistance, reported that their government assistance had been garnished in some part prior to the bankruptcy filing.  See, e.g., Official Receiver Case Number 1574/96 (Southern  District) (garnishment proceedings with respect to debtor’s monthly government child allowance entitlement were underway prior to the bankruptcy filing); Official Receiver Case Number 425/96 (Central District) (debtor’s government subsidy of child allowance  was garnished by creditors prior to the bankruptcy filing).


� See, e.g., Official Receiver Case Number 156/97 (Jerusalem District) (reporting that debtor’s creditors repossessed debtor’s car and washing machine prior to the bankruptcy filing); Official Receiver Case Number 102/97 (Jerusalem District) (reporting that debtor’s household furniture was repossessed by the tax authorities prior to the bankruptcy filing); Official Receiver Case Number 5023/97 (Southern District) (reporting that an officer from the judgment execution office came to the debtor’s apartment at 6:30 a.m. and searched the entire apartment for valuables; that he repossessed the debtor television and a home soda machine; and that the debtor described his experience with the judgment execution officers as follows: “The judgment execution people were after us all the time and were making our life a  nightmare.”); Official Receiver Case Number 1559/96 (Southern  District) (reporting that an officer from the judgment execution office seized the debtor’s television, oven and stereo); Official Receiver Case Number 1592/96 (Southern District) (reporting that an officer from the judgment execution office allegedly repossessed all of the debtor’s household effects); Official Receiver Case Number 425/96 (Central District) (reporting that creditors allegedly repossessed debtor’s furniture and electronic goods); Official Receiver Case Number 742/97 (Central District) (reporting that the 63 years old debtor stated that creditors repossessed all personal property their hands could grab from her house and stated that her house was now empty); Official Receiver Case Number 306/97 (Central District) (reporting that, following 12 years of collection pursuits, the creditors had repossessed all of the household goods leading the debtor to rent furniture and other household goods); Official Receiver Case Number 157/97 (Central District) (regarding a debtor who was a tailor who used to work from home and who alleged that officers from the judgment execution office used to arrive at her home and repossess the clothes that she produced, her work tools, including her sewing machine, and her clothing pressers and who alleged that all of her other household effects were also repossessed by the judgment execution officer, leaving her house empty).  An empirical study on consumer bankruptcy in Canada observed a similar, but not as pervasive, phenomenon.  See Iain Ramsay, Market Imperatives, Professional Discretion and the Role of Intermediaries in Consumer Bankruptcy: A Comparative Study of the Canadian Trustee in Bankruptcy, 74 Am. Bankr. L.J. 399, 438, 448 (2000) (“Several trustees were very concerned about the extent to which in their view the consumer finance companies terrorized debtors by threatening to enter their homes and take away all their household goods as part of a strategy to induce debtors to enter onerous rescheduling of existing loan contracts.”).


� Specifically, approximately 77.8% of the sampled population had an imprisonment order issued or about to be issued against them shortly before their bankruptcy filing.  See, e.g., Official Receiver Case Number 425/96 (Central District) (reporting that, prior to bankruptcy filing, the debtor had been routinely detained and imprisoned by police for failure to pay creditors under a repayment order issued by officials at the judgment execution office); Official Receiver Case Number 5037/97 (Southern District) (reporting that, prior to the bankruptcy petition, the debtor was imprisoned on several occasions for not paying his debts); Official Receiver Case Number 1574//96 (Southern District) (regarding a 52-year-old former entrepreneur who claimed that he was arrested several times and spent several nights in jail prior to the bankruptcy filing for not paying his debts).  Bankruptcy petitioners in Israel from the early 1970s were also often confronted with arrests orders.  See Shuchman, Field Observations, supra note 194, at 344-45 (“Many of the bankruptcy files in our sample evidenced that the petition in bankruptcy is an escape from what seemed worse alternatives, execution process.  That is largely because being in bankruptcy effectively prevents the arrest of the bankrupt debtors.”).


� A similar observation was made relating to the non-realistic nature of repayment orders issued in the judgment execution system in Israel during the early 1970s.  See Shuchman, Field Observations, supra note 194, at 346-47 (“The files revealed virtually no investigation conducted by the personnel of the Execution Office.  Thus, the routine order for payment, usually in monthly installments, is issued by the Execution Officer without any knowledge of the debtor’s income or the size of his family.”).


� The average monthly repayment amount ordered by officers in the judgment execution system was 2,386 NIS and the average monthly amount ordered by the court as a condition of the bankruptcy receiving order was substantially lower at 721 NIS.  See, e.g., Official Receiver Case Number 420/96 (Central District) (reporting that, prior to filing for bankruptcy protection, the debtor was unable to comply with the judgment execution officer’s order to pay his creditors $514 (or 1,800 NIS) per month; that a repayment order in that amount was issued despite the debtor’s reported monthly income of only $428 (or 1,500 NIS), despite his spouse’s disability, and despite the debtor’s need to care for two dependent children; that the debtor’s bankruptcy filing was promoted by the issuance of an imprisonment order for failure to comply with the repayment order; and that, in bankruptcy, the debtor was ordered to pay $85 (or 300 NIS) as a condition of the receiving order); Official Receiver Case Number 706/97 (Central District) (reporting that the seriously ill 62 years old debtor was ordered to pay $171 (or 600 NIS) per month in the judgment execution system, in the bankruptcy regime he was ordered to pay only $25 per month as a condition of the stay); Official Receiver Case Number 740/97 (Central District) (reporting that the debtor resorted to bankruptcy protection following repossessions, arrests and threats from creditors.  The filing was prompted by his inability to comply with the repayment order issued by the judgment execution system in the amount of $257 (or 900 NIS) per month.  In bankruptcy, the Official Receiver agreed to the issuance of a stay in exchange for $100 (or 350 NIS) per month.).  An empirical bankruptcy study in Israel from the 1970s reached a similar finding.  See Shuchman, Field Observations, supra note 194, at 354 (“The sample of bankruptcy files reveals that the payment orders entered by the Official Receiver generally allow the bankrupt to retain more income than he could in direct execution process with the full exemption permitted by the regulatory law.”).


� See e.g., Official Receiver Case Number 692/97 (Central District) (regarding a debtor who reported that some of his creditors have threatened him and his spouse with physical force, causing their family to abandon their apartment); Official Receiver Case Number 9/98 (Central District) (regarding a debtor who reported that as part of her creditors’ collection strategy, some of them have begun harassing her young children on the school premises); Official Receiver Case Number 45/98 (Central District) (regarding a debtor who was married with three young children and who reported that he had been threatened and beaten by his creditors, some of whom belong to the black market, and who remarked that he believed that his life is in real danger); Official Receiver Case Number 203/97 (Central District) (regarding a debtor who was unemployed due to 100% disability and who reported that prior to his bankruptcy filing he had been physically attacked by some creditors when he was unable to pay them); Official Receiver Case Number 141/97 (Central District) (regarding a debtor, a single mother of three young children, who mentioned that creditors were continuously knocking on her apartment door early in the mornings and late at nights); Official Receiver Case Number 153/97 (Central District) (regarding a debtor who sought a stay of collection activities in bankruptcy partly because he believed that allowing creditors to pursue him now would result in a situation where the violent creditors will receive more than the creditors who pursue collection legally); Official Receiver Case Number 67/97 (Central District) (regarding a debtor who reported that some of his creditors have threatened his life and have made his life and his family life a living hell); Interview with Isaac Solomon, bankruptcy petitioner, in Tel-Aviv, Isr. (July 1, 1998) (reporting that, at times, his creditors knock on his door after midnight demanding payment). Similar collection tactics were recently observed in Australia, England and Canada. See Australian Competition and Consumer Commission, Undue Harassment and Coercion in Debt Collection 1 (1999) (detailing harassment and coercion in Australia that was deemed “systemic in the area of debt collection.”); Alexander Karpf, Comparative Study of the Law of Debt Collection of Consumer Debts in England and Austria (2001) (unpublished manuscript) (on file with author), supra note 196, at 24-25 (“However, many debt collectors [in England] go much further, and their methods become oppressive and unlawful . . . To mention some of the many different ways of unlawful debt collection: unreasonably threatening language or behaviour [sic], repeated visits or phone calls, telling—or threatening to tell—neighbours [sic] or the employer that a borrower is in debt, making false representations about possible criminal proceedings, or using a special car and parking it in front of the debtor’s house so as to make neighbours [sic] aware of her/his debt problems.”); Ramsay, supra note 203, at 448 (“While a minority [of the Canadian Trustees that were interviewed] said little about collection agency harassment many provided vivid examples of improper practices used by collection agencies . . . For example, trustees stated that collectors threatened debtors that they could have them put in jail; that a debtor’s children would be picked up by the Children’s Aid Society; and one trustee alleged that a collector had suggested to a debtor that she prostitute herself in order to pay off the debt.”).


� Similar practices have also been documented in Israeli judgment execution system in the early 1970s. See Shuchman, Field Observations, supra note 194, at 345-52.
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