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HOW TO CONTROL BANKRUPTCIES
In California 156 of every 100,000 residents filed petitions

S in bankruptcy in 1961. making California the "bankruptcy
S capital" of the nation. In New York only 21 of every 100.000
'I went bankrupt, putting New York way down in 36th place

on the state bankruptcy list. Why this glaring disparity be- -

tween our country's two biggest states?
The answer is that California's laws governing garnish-:- i

ment of an individual's salary or wage are so stiff that they
j are fair neither to debtor nor to creditor. Strong-ar- col--;

I lection laws can so torment a distressed debtor that he feels
i he must escape through the bankruptcy hatch. In contrast,

New York's garnishment laws are much more considerate to
the debtor, much more productive to his creditor and much

j easier on his employer. As a further illustration of the tie
i between these laws and bankruptcies, Illinois has shown

the greatest decrease in the number of bankruptcies in the
I country since she modified her garnishment law in July,
i 1961, while bankruptcies have soared in Iowa since she

j tightened her garnishment laws in 1957. The lesson is clear:
t States which have unduly tough garnishment laws should

t a in a
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review and liberalize them for the sake of debtors, creditors
and employers.

I The total of bankruptcies in the U.S. is now climbing
.) sharply, will reach an e high of over 150.000 by

the time this fiscal year ends July 1. What can be done
I to reverse the trend? Modification of over-toug- h state

laws is obviously in order. In addition, her are some
f practical proposals by Linn K. Twinem. chairman of the

consumer bankruptcy committee of the American Bar
Association.

' (V) Our antiquated Bankruptcy Act should be thoroughly
overhauled and geared to today's realities. The basic act was
passed late in the 19th century - before any concept of con- -

stimer credit! - and its two-fol- d purpose in that era was
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DOZENS OF BONUS BUYS LIKE THESE IN EVERY DEPARTMENT!primarily to help rehabilitate an honest though distressed t

tusiness debtor and to provide ior speeay aisiriouiion oi ma
assets to his creditors. But today, nine out of 10 bankruptcy
petitions are filed by individuals, not by businessmen, in
almost all cases, there are no assets whatsoever for distribu-

tion to creditors.
The Drocess in Dersonal bankruptcy cases is simply too

mechanical. Bankrupts "usually are discharged without even
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getting advice on why they got into trouble and wnat to do
to stay out of trouble in the future. Referees in Bankruptcy
do not have adequate powers to correct abuses either by
bankrupts or by attorneys interested mostly in collecting
lees. "The law should be modernized," says Twinem, "to
ineet present-da- y circumstances in the consumer credit field."

(2) Alternative remedies for overloaded debtors should be
developed and widely publicized. The National Foundation
lor Consumer Credit in Washington, D.C. has an excellent
counseling service. The International Instalment Credit As-

sociation in St. Louis, Mo., has a Manuel on Family Debt
Counseling Procedure, the AFL-CI- has a consumer counsel

program. In Phoenix. Ariz., Family Debt Counselors, and
in Columbus, Ohio, Capitol Finance Corp. have pioneered

j with family money management programs.
I (3) If bankruptcy appears the only way out. use of

Chapter XIII of the Bankruptcy Act should be encour- -

Sq. Yd.

SHOP EARLY FOR BEST SELECTION -Q- UANTITIES LIMITED!
i d und also widely miblicizea. unaer mis cnopier, a

plan can be worked out so a debtor can pay his debts
out of future earnings over a three-yea- r peziod during
which he is supervised and protected by the bankruptcy
court. Most lawyers know little about the Bankruptcy .

Act. Surely few individuals know about Chapter XIII.
An authoritive estimate is half of all straight bankrupt-
cy procedures by individuals should have been Chapter
XIII proceedings instead - helping the debtor, his credi-

tor, the entire community.
(4) Obviously essential is better education of the individ- -

ual on use of consumer credit, for the underlying cause of

most bankruptcies is the individual's own extravagance.
(5) Finally, imperative is better control of the operations

,i of "easy credit" retailers who entice the ignorant into un-- ;

warranted purchases and woo the new bankrupt because
'

they know he cannot go bankrupt again for six years and
' he's at their mercy if he" defaults.

Bankruptcy is still only a fringe but it's a fringe which
among employees has grown more than 450 per cent just in
10 years. That trend is nothing to be complacent about.
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