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Preface

1. Under the Standards and Codes Initiative, the World
Bank was mandated by the Financial Stability Forum — now
the Financial Stability Board — to develop a unified standard
for the comparative examination of business insolvency and
creditor/debtor regimes (the “ICR Standard”). The ICR
Standard is composed of the recommendations from the
United Nations Commission for International Trade Law
(UNCITRAL) Legislative Guide on Insolvency Law (the
“Guide”) (2004) and the World Bank Principles for Effective
Insolvency and Creditor Rights Systems (the “Principles”),
which were originally formulated in 2001, and subsequently
revised in 2005 and in 2011, in consultation with UNCITRAL,
the IMF and the World Bank’s international partners.
Together in the ICR Standard, the Principles and the Guide’s
recommendations represent a single point of reference for
the evaluation of enterprise distress resolution regimes. The
World Bank is responsible for supporting the efforts of
developing countries to strengthen the legal, regulatory and
institutional frameworks that govern ICR regimes through
the preparation of in-depth diagnostic Reports on the
Observation of Standards and Codes (“ROSCs”), the provision
of technical assistance and the development and
dissemination of knowledge and expertise on insolvency-
related issues.

2. The World Bank’s Insolvency and Creditor/Debtor
Regimes Task Force (the “Task Force”) is fundamental to the
implementation of the World Bank’s mandate. Bringing
together experienced judges, expert practitioners, academics
and policymakers from around the world, the Task Force
provides an important forum for a collaborative and inclusive
dialogue on the ICR Standard to further increase
understanding and expertise on law and policy in the
insolvency area.

3. The World Bank convened the Task Force on January
10-11, 2011 to discuss revisions to the ICR Standard as well
as a number of insolvency-related issues that arose in the
wake of the global financial crisis. As part of this discussion,
the Task Force was asked to consider, for the first time, the
topic of the insolvency of natural persons. This issue was
brought into sharp focus upon the occurrence of national
mortgage crises and the resulting global financial crisis, and
is characterized by the different regulatory treatment
afforded under national laws, with implications for
international financial stability and for economic
development and access to finance.



4. The World Bank conducted a preliminary survey on the
laws of insolvency of natural persons in effect throughout
the world in order to gather information about the existence
of legislation addressing this issue.1 The survey covered 59
countries, of which 25 are high-income economies and 34
are low- and middle-income economies. The countries
surveyed covered 67.5 percent of the world population. The
survey found that in more than half of the low- and middle-
income countries surveyed there is no legislative system for
the insolvency of natural persons at all.

5. Recognizing the significance of the treatment of the
insolvency of natural persons, the Task Force discussed the
feasibility of utilizing its expertise to study the key regulatory
aspects underlying the insolvency of natural persons, the
variation in legal treatment under national legal regimes and
the implications of these divergences for international
collaboration and coordination.?

6. In the closing statement to the January 2011 Task
Force meeting, it was stated that:

[O]ne of the lessons from the recent financial crisis was
the recognition of the problem of consumer insolvency as
a systemic risk and the consequent need for the
modernization of domestic laws and institutions to enable
jurisdictions to deal effectively and efficiently with the
risks of individual over-indebtedness. The importance of
these issues to the international financial architecture that
has been recognized in various ways by the G-20 and by
the Financial Stability Board has today been reconfirmed

1 The survey was directed by Adolfo Rouillon, from The World Bank. The
results of the survey can be accessed at
http://siteresources.worldbank.org/EXTGILD/Resources/Jan11-CI-

Rouillon.pdf.

2 See Best Practices in the Insolvency of Natural Persons, report by
Professor Susan Block-Lieb, at
http://siteresources.worldbank.org/EXTGILD/Resources/

WB _TF 2011 Consumer_lInsolvency.pdf. The Task Force meeting
devoted two sessions to the treatment of the insolvency of natural
persons. In the first session, participants gave a panoramic view of
comparative approaches to the insolvency of natural persons. The
session was chaired by Adolfo Rouillon (World Bank) and the panellists
were Jason Kilborn (USA), Alexander Byriukov (Ukraine), P. R. Chinien
(Mauritius), Kazuhiro Yanahira (Japan) and Luiz Fernando Valente de
Paiva (Brazil) In the second session, participants examined the issue of
the lack of guidance for personal insolvency regimes from the point of
view of international organizations. Adolfo Rouillon (World Bank)
chaired the session, and the panel included representatives from
UNCITRAL, the World Bank, the International Monetary Fund (IMF), the
European Bank for Reconstruction and Development (EBRD), the
International bar Association (IBA), and the International Association of
Restructuring, Insolvency & Bankruptcy Professionals (INSOL).
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and emphasized by this Task Force. It is important to
recognize the diversity of policy perspectives, values,
cultural preferences and legal traditions that shape the
way jurisdictions may choose to deal with the problems of
individual over indebtedness. Yet recent events suggest
that the expansion of access to finance, the extension of
modern modes of financial intermediation, and the
mobility and globalization of financial flows may have
changed the character and scale of the risk of consumer
insolvency in similar ways in many different economies. In
response to these concerns, the World Bank, through the
Legal Vice-Presidency, will organize an appropriate
Working Group of the Insolvency Law Task Force to begin
work on identifying the policies and general principles that
underlie the diverse legal systems that have evolved for
effectively managing the risks of consumer insolvency and
individual over indebtedness in the modern context. The
World Bank will work with its international partners and
use its convening power to bring together a representative
group of internationally recognized experts in order to
address these important issues.’

7. Following up on the discussion at the Task Force
meeting, the World Bank and the Task Force created a
special working group of expert academics, judges,
practitioners and policymakers (the “Working Group”) to
study the issue of the insolvency of natural persons and
produce a reflective report on this matter, suggesting
guidance for the treatment of the different issues involved,
taking into account different policy options and the diverse
sensitivities around the world.

8. The Working Group met in Washington DC in
November 16-17, 2011. Over the course of the sessions, the
participants debated numerous issues relevant to the
insolvency of natural persons and commented on the draft
that was submitted to the Working Group. Written
comments were also received during the sessions and
afterwards, in subsequent revisions of the draft. The
comments enriched the document and were taken into
account in the preparation of this report. Finally, the Working
Group met again in Washington DC in December, 13-14,
2012, and completed its work.

3Concluding remarks of the Task Force meeting, by Vijay S. Tata (Chief
Counsel, LEGPS, World Bank). See
http://siteresources.worldbank.org/EXTGILD/

Resources/WB TF 2011 Consumer_Insolvency.pdf.
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. Introduction

9. This report addresses the insolvency of natural persons
following this structure: a first part introduces the objectives
and nature of the report, deals with general issues, and
describes the foundations of a system for the treatment of
the insolvency of natural persons. The second part of the
report analyzes the core legal attributes of system for the
treatment of the insolvency of natural persons: within this
system, the most relevant questions are analyzed in depth,
namely the design of the system and the institutional
framework, access to the system, the participation of
creditors, the solutions to the insolvency process, and
discharge.

I.1. Objectives and Nature of this Report

10. The main objective of this report is to provide
guidance on the characteristics of an effective insolvency
regime for natural persons and on the opportunities and
challenges encountered in the development of such a
regime. In this regard, the report raises awareness about the
importance of a regime for the treatment of the insolvency
of natural persons, and explores the advantages and
disadvantages of the solutions to the numerous practical
issues that have to be confronted in the design of an
insolvency regime for natural persons.

11. This report provides guidance on policy issues that
need to be addressed in developing modern legal regimes for
the treatment of the insolvency of natural persons, but it
does not purport to identify any set of “best practices” for
the regulation of the insolvency of natural persons. The
report addresses issues that fall outside the scope of the
benchmark or standard used in the ICR assessments under
the ROSC program of the World Bank and the IMF. In this
regard, it is important to recall that the ICR ROSC assessment
standard, consisting of the World Bank Principles and the
recommendations of the UNCITRAL Legislative Guide, seeks
to address the treatment of business insolvency, both for
corporate entities and for business activities of natural
persons. This report acknowledges the value of the ICR
Standard in its treatment of business insolvency and
recognizes its fundamental role in providing guidance for the
development of business insolvency regimes.



12. There is general consensus that it would be premature
to identify a single approach (or “best practice”) for the legal
treatment of the insolvency of natural persons not engaged
in business activities. The insolvency of natural persons is
intertwined with social, political and cultural issues that
present too many differences to be treated uniformly. It
would be difficult for a uniform approach to emerge out of
this effort. Policymakers should be aware of the social, legal
and economic peculiarities that may affect the functioning of
a regime for the insolvency of natural persons.

13. The fact that the development of a common set of
“best practices” is unlikely in the present state of affairs does
not imply that the insolvency of natural persons should be
left out of the scope of research and of the reform efforts of
policymakers worldwide. Indeed, this report presents a case
for the analysis that policymakers should carry out in their
own legal systems in order to better understand the effects
and benefits of the various policy choices involved in
designing an effective system for the treatment of the
insolvency of natural persons. By setting out the advantages
and disadvantages of the different and sometimes competing
approaches to the regulation of the insolvency of natural
persons, this report is designed to help policymakers develop
a better sense of the social and economic benefits of some
of the modern approaches to the regulation of the
insolvency of natural persons.

I.2. Methodology

14. This report offers a reflective, non-prescriptive
approach to the treatment of the insolvency of natural
persons: by describing specific problems, and specific
solutions with their positive and negative consequences, it
provides a map of the questions faced in the complex task of
creating a regime for the treatment of the insolvency of
natural persons, as well as ideas and alternatives for the
benefit of those involved in insolvency reform and of those
affected, in any capacity, by the application of insolvency
laws.

15. The report presents solutions to problems experienced
in the regulation and implementation of systems for the
insolvency of natural persons. The countries on which these
observations are based are not identified, for the sake of
universality, to which this report aspires, and on the
understanding that the lessons learned in certain systems
may provide very valid precedents for other countries. At any
rate, the observations included in this report are based on
tested models and practical experiences.



16. The report also references a number of empirical
studies. Legal scholarship on the insolvency of natural
persons has benefited from the work of specialists who have
produced research based on the empirical analysis of the
implementation and application of systems of insolvency of
natural persons. Those invaluable studies have been taken
into account in the elaboration of this report, and some of
them are referenced in footnotes to provide ready examples,
though these references should not be regarded as an
exhaustive list of all available studies that have influenced
the observations provided in this report.

I.3. Terminology

17. By “insolvency,” this report refers not to a particular
legal structure or approach, but rather to the distressed
condition of the debtor and the constellation of potential
approaches to treating that condition. This report uses the
term “insolvency” rather than the variety of terms in use
throughout the world today to describe various systems
offering some combination of collective creditor redress and
alleviation of the burdens of debt on an insolvent debtor.
Whether it be called “bankruptcy”, “sequestration”, “debt
relief” or “debt adjustment,” the common, unifying factor, is
the focus of this report: any system for alleviating the
burdens of excessive debt and allocating benefits and losses,
both among creditors and as between creditors and natural
person debtors, falls within the intended ambit of
“treatment of insolvency of natural persons.” If such a
system exists or is contemplated in any given country, to
whatever extent, its characteristics and effects are intended
to be encompassed within the discussion to follow,
regardless of the label assigned to that system.

18. This report refers, generically, to the “insolvency of
natural persons”. As discussed below, the coverage of all
situations of insolvency of natural persons presents some
problems of delimitation (see Section I.7.C below). The focus
of this report is on all the questions that affect the debtor as
a person, and the report does not adopt the approach of
defining painstakingly all of the debtors who are natural
persons and who are the objects of the analysis here
developed. Having recognized the value and relevance of the
ICR Standard, and stating clearly that the ICR Standard
governs the insolvency of natural persons who are engaged
in business activities (i.e. traders or merchants), this report
focuses its attention on the personal aspects of insolvency:
these aspects are prevalent in the insolvency of persons who
cannot be said to be engaged in significant business activity,
but they also exist in the cases of individuals who can be
classified as “traders”, “merchants”, or “entrepreneurs”. The
report avoids the use of the expression “consumer
insolvency” because it would raise similar questions as to the



distinction between consumers and non-consumers in
numerous legal systems. Instead, the report uses the
expressions “insolvency of natural persons” and “personal
insolvency” indistinctly. The report addresses the questions
posed by the insolvency of individuals, rather than the
questions raised by the interaction of business activities and
commercial credit. It is for policymakers to determine the
relevance of the analysis contained in this report to the
specific circumstances that affect insolvent individuals in
their particular legal systems.

.4. Precedents

19. This report was prepared using numerous sources for
and experiences in, the regulation of the insolvency of
natural persons around the world.

20. The national experiences in the design of effective
insolvency regimes for natural persons are too numerous to
be listed here, but they have served as the basis for the
analysis developed in this report.

21. The study of the regimes of the insolvency of natural
persons has benefited from reports from different
international organizations, including the following:

(a) INSOL International’s Consumer Debt Report | (2001)
and Consumer Debt Report 1l (2011);

(b) The Council of Europe’s report Legal Solutions to
Debt Problems in Credit Societies (2005);

(c) The European Commission’s reports, Consumer
Overindebtedness and Consumer Law in the European
Union (2003), and Towards a Common Operational
European Definition of Over-Indebtedness (2008);

(d) Consumers International’s Model Law on Family
Insolvency for Latin America and the Caribbean (2011).

I.5. Intended Users of this Report

22. The potential readership of this report comprises all
those who are interested in the development of regimes for
the insolvency of natural persons:

(a) Policymakers wishing to design a balanced system for
the treatment of the insolvency of natural persons;

(b) International organizations, both governmental and
non-governmental;

(c) Members of the judiciary;
(d) Lawyers and insolvency practitioners;



(e) Financial and credit institutions that provide credit to
natural persons; and

(f)  All persons and institutions involved in insolvency
reform and reform assistance.

23. Not all of these potential readers will have legal
training. Accordingly, the report is intended to be formulated
in an accessible “plain language” style.

24. The report has been formulated in a fashion that
enables it to be used by countries with diverse legal
traditions. It uses neutral generic terminology, except where
the analysis requires the use of specific legal terms belonging
to certain systems.

I.6. Context and Coordination of Insolvency Treatment
for Natural Persons

25.  Any consideration of a regime for addressing the
insolvency of natural persons should take into account the
surrounding context of laws, policies, and practices with
which such a regime must necessarily coordinate. Perhaps
most directly, a regime for addressing the insolvency of
natural persons is essentially an extension, a final stage of
the enforcement system, in particular the procedural regime
for enforcing obligations and property rights. Less directly,
but no less importantly, insolvency regimes for natural
persons implicate salient issues of data protection and
personal privacy, as well as a host of social and economic
regulatory issues such as individual counseling, education,
social welfare provision, and family and housing policy. Both
practically and as a matter of legal policy, financial distress
and insolvency are inextricably linked with credit extension,
banking, taxation, and business entrepreneurship, as well as
with the more fundamental laws of contractual and delictual
obligations and property—and the interaction of the
obligations and property regimes. How any society regards
debt will affect any consideration of the treatment of the
excessive burdens of that debt. For example, a given legal or
cultural system might regard debts as a collective obligation
of a family, tribe or some larger group beyond the individual
debtor most directly responsible for the creation of the
obligation. The need for and proper structure of a system for
treating insolvency would be profoundly affected by such a
perspective, which differs from the basic notion of individual
liability upon which the discussion in this report—and most
present insolvency systems—is premised.

26. The degree to which each of these coordinate systems
functions satisfactorily -or not- in any given country will
necessarily affect a proper assessment of a potential
insolvency regime for natural persons, both in general and



with respect to specific provisions and implementation
strategies. Many countries, for example, continue to struggle
with “rule of law” issues, including low popular acceptance
of and adherence to law generally, an insufficiently
supported or qualified judiciary, and even corruption in one
or more levels of government. The degree to which an
insolvency mechanism might function against—or in spite
of—a backdrop of such systemic weaknesses is an important
consideration to take into account.

27. The need for and the desired extent and operation of
an insolvency system for natural persons will not only be
influenced by such coordinate areas of law and society, an
insolvency regime will also influence the structure and
operation of these surrounding systems. To take a simple
example, a country without a robust system of lending and
borrowing may well have far less need for a system of natural
person insolvency, but other sources of obligations and their
enforcement may produce the pernicious effects discussed
below, and thus an insolvency system could play at least a
limited role in achieving some of the benefits described
below. Conversely, the existence or absence of a system of
natural person insolvency might well affect the willingness or
ability of creditors to make financing available to consumers
or entrepreneurs, though the specific direction and extent of
these theoretical effects is subject to substantial uncertainty,
despite a wealth of research and academic debate on the
issue.

28. Likewise, a country may choose to deal with the
challenges of personal financial distress not through a
specific system concentrated on the treatment of insolvency,
but through broad limitations on the enforcement of
judgments and other claims. Another alternative could be an
aggressive regime of what might be called “consumer
protection,” even if such a system protects small
businesspeople and others who are not “pure” consumers.
Conversely, the existence of an insolvency regime for natural
persons may well alleviate or exacerbate pressure in other
areas of a country’s legal and social infrastructure. For
example, issues of inefficient enforcement of claims, poor
counseling and financial education infrastructure, weak (or
liberal) credit regulation, and incentives for entrepreneurship
might be dealt with to a greater or lesser degree in an
insolvency system rather than through more direct
regulation.

29. Different policymakers may well come to different
conclusions as to the proper methods and places to guide
and influence behavior through social or economic
regulation (or the lack thereof). Part of an assessment of an
insolvency regime for natural persons, however, must be to
take into account how such a system might fit within broader
societal factors and the policy choices made in other areas of
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law that constrain or allow the kinds of practices and
behaviors implicated in the insolvency of natural persons.
Some of these practices and behaviors are discussed in
Section 1.8 below, and Section I.7.E again emphasizes that
diversity of approach is all but inevitable in a world marked
by different policy choices in what might be called “non-
insolvency law.”

I.7. Scope, General Goals and Distinguishing
Characteristics of an Insolvency Regime for Natural
Persons

30. The notion of an insolvency regime for natural persons
is by no means a monolithic concept. Natural persons engage
in a wide variety of activities with implications for debt and
indebtedness. Financial distress can manifest itself in very
different forms, insolvency can arise from a diverse range of
causes, and policymakers might select from among a range
of very different approaches to combating one or another
form or degree of financial distress. Therefore, any
discussion of a regime of insolvency for natural persons must
begin by considering the scope of the topic to be
encompassed—or left aside for treatment elsewhere. This
section thus identifies the carefully limited scope of this
report, focusing on the characteristics of the debtors and the
type of financial distress treatment addressed here. It also
clarifies the primary distinctions among the general goals
and key elements of different kinds of regimes for
responding to financial distress involving natural persons,
especially those engaged to a greater or lesser degree in
business activity.

A) Treatment, not Prevention, of Insolvency

31. As discussed in Section I.6 above, the relatively narrow
subject of this report is situated in the midst of an extremely
broad constellation of topics with a direct or indirect
relationship with the financial distress of natural persons.
One topic especially closely related to the treatment of
insolvency is the prevention of insolvency. Policy discussions
and legal reforms in many current systems have incorporated
a desire to address insolvency by avoiding it altogether
through such techniques as more expansive credit reporting
and financial literacy training. Financial literacy education in
particular might be implemented within a system for treating
existing insolvency, although the primary purpose of such
education is not to treat existing insolvency, but rather to
prevent repeat insolvency.
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32. An entire report could be devoted to an exploration of
the need for, proper structure, and effectiveness of such
preventive measures. These issues are quite complex and
subject to substantial debate and disagreement among
experts. Accordingly, to avoid getting mired in a parallel
series of disputes and to maintain focus, this report will not
address preventive measures. Rather, it will address only the
treatment of already existing insolvency in the context of
natural persons.

B) Treatment of Insolvency, not Poverty

33. Regimes for providing insolvency relief to natural
persons are commonly compared to regimes for providing
social or welfare assistance, especially to the impoverished.
While insolvency and social support regimes can work in
tandem, and there might be a small area of overlap in
coverage, these distinct systems are designed with distinct
goals in mind. As discussed in Section 1.8, below, most of the
goals of insolvency regimes are economic in focus, avoiding
waste and enhancing productivity. While the structures and
goals of social assistance regimes vary greatly, they are
generally driven primarily if not exclusively by humanitarian
concerns for social solidarity and social planning, often
whether or not this has any positive economic impact on any
segment of society. While some of the goals of insolvency
also involve compassion and a general desire to relieve
suffering, goals relating to economic performance and
efficiency are at least equally as prominent, if not
predominant.

34. The primary goal of most social support regimes is
simply to redistribute income or other types of resources to
individuals who lack them and are somehow inhibited from
accumulating appropriate resources for themselves. This
redistribution often occurs over extended periods of time,
and it might be offered regardless of “need.” Social
assistance systems generally are designed to ensure that
every member of society has access to a baseline level of
resources to meet their basic needs such as food, shelter,
and healthcare. Of course, this goal is marked by conflicting
visions of an appropriate baseline. Some social assistance is
extended to support other social goals, such as reproduction
and parenthood (e.g., child allowances). One need not have
any debt burden to qualify for social assistance.

35. Insolvency regimes are less like social assistance, and
more like social insurance, protecting individuals from
financial tragedy. For some debtors, an insolvency regime
might function somewhat like a social assistance program
designed specifically to support individuals with
unmanageable debt and prevent unnecessary suffering and
social exclusion. But insolvency systems do not offer cash

11



support payments, and far from every overburdened debtor
faces social exclusion and utter destitution. Lack of resources
to meet basic needs may well lead to problems managing
debt, but these two problems do not always appear together.
Indeed, some have questioned the appropriateness of
extending insolvency relief to impoverished debtors who are
completely and permanently reliant on social assistance.
Many of the benefits for creditors and society discussed in
Section 1.8 below are not available in such cases. Others have
pointed out that some of the benefits are present even in
such cases; e.g., those relating to reducing wasteful
collections costs and stress and health problems, not to
mention the humanitarian and religious concerns for offering
relief to debtors themselves. These advantages are present
even—and perhaps especially—in cases involving so-called
“judgment-proof” debtors, with no assets or income that can
be seized by creditors under ordinary restrictions on
enforcement.

36. Most debtors served by an insolvency regime will rely
on social assistance -e.g., unemployment or medical
assistance- only temporarily, if at all. An insolvency regime
serves mainly individuals who do not suffer from a long-term
disability or general surfeit of resources and who thus do not
need affirmative social support. Insolvency regimes are
designed primarily and work best for individuals who are
capable of producing sufficient income to support
themselves and their families, but an overwhelming debt
burden saps their initiative and depresses their productive
capacity. These debtors do not seek more government
intervention in their lives; they seek /ess government
intervention from officially sanctioned wasteful and
destructive debt enforcement action. The goal is to stop
counterproductive debt collection, not to receive financial or
other resources.

37. Fundamentally, the core distinction between regimes
to combat poverty and regimes to treat insolvency is that the
problem of poverty cannot be “solved” in one procedure for
any given individual, whereas the practical problems of
insolvency can be solved in one procedure. The real
problems of insolvency flow not from the fact of inability to
pay, but from creditors’ and the state’s failure to recognize
inability to pay and to appropriately curtail the pointless and
destructive pursuit of uncollectible debts. Stopping these
pursuits, or at least striking a rational compromise for
satisfying them, is an almost instantaneous solution to the
core practical problems that distressed debt poses for
creditors, debtors, and society.

38. One might argue that an insolvency regime imposes a
redistribution of resources away from creditors, but as
discussed below, preventing creditors’ pursuit of an illusion
of collectable debt does not deprive creditors of a real
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“resource”, it simply prompts them to accept reality and stop
the wasteful continuing pursuit of chimerical returns. The
losses confirmed in this process may well be financed
indirectly by society -much like a social assistance regime- as
creditors increase the cost of credit, but this is in many cases
the result of the fact of the debtor’s insolvency, not the
result of the insolvency relief process itself.

39. In addition, a properly functioning insolvency regime
should provide relief only to those debtors in need, and relief
should be delivered in a brief procedure. Most debtors are
able to manage their reasonable debt burdens, even if they
experience some measure of distress along the way, so only
a limited percentage of all debtors are expected to obtain
relief through an insolvency procedure. Such a regime is
designed only to provide relief needed by debtors whose
means are expected to be overwhelmed by their debt
servicing obligations for some extended period of time. This
state is often referred to as “over-indebtedness.” Although
this term is variously defined,” the core concept generally is
the debtor’s ongoing inability to service current obligations
on all outstanding obligations as they become due. This
situation often leads to a downward spiral of growing
indebtedness from which the debtor cannot escape without
intervention from the type of relief system envisioned in this
report. Most likely, this mismatch between disposable
income and debt service will have been triggered by one of
the many accidents of life, such as unemployment, illness,
divorce, or other income interruption or unexpected
expense. Any well-designed insolvency regime will impose
some entry requirements, as discussed below. By removing
or alleviating the wunserviceable debt burden and
reinvigorating the debtor’s capacity for self-support, an
insolvency procedure provides relief not gradually over an
extended time, but quite quickly. Within a relatively short
period of time following an insolvency procedure, most
debtors who can benefit from an insolvency system will be
back on solid financial footing, and most of these debtors
will not be expected to seek more relief later.

C) Insolvency of Natural Persons: “Pure” Consumers
versus those Engaged in Business

40. One particular area of law with which a regime for
natural person insolvency must coordinate is business

4For a discussion of the challenges involved in defining ‘over-
indebtedness’, especially in contrast to other measures of financial
distress, such as insolvency, see Department for Business, Innovation
and Skills, Credit, Debt & Financial Difficulty in Britain, 2009/10: A
Report using data from the YouGov DebtTrack Survey (2011).
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insolvency. Many of the same issues of law, policy, and
practice that arise in business insolvency might also arise in
the context of addressing the insolvency of natural persons.
This is especially true when the insolvent natural person is or
has been also engaged in business, whether or not the
insolvency arises as a direct consequence of business
activity. See Section 1.7.D below for a discussion of the main
policy distinctions between business insolvency and the
insolvency of natura