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Nobody wants to file bankruptcy. The decision is made after months, even years of struggle and 
agonizing. And although the filing can bring relief and financial betterment, it is often 
overshadowed by shame. There are two consistent myths you here as a practicing bankruptcy 
attorney: Those who file bankruptcy did something wrong, and bankruptcy is only for someone 
with money. The stigma of being in debt, and surrounding the solutions to overcoming it, is a 
consistent barrier to reaching the families who could most benefit from our help.  
 
“The overwhelming majority of bankrupt families can be fairly described as ‘middle class.’ 
Though bankrupt debtors earned smaller incomes than the general population, they had roughly 
comparable levels of occupational prestige, years of education,' and homeownership rates.”1 Yet 
families with low-income could increasingly benefit from financial education and in some cases, 
bankruptcy. A 2003 survey of individuals with income less than $35,000 showed that “fewer 
than 20% knew their credit score, and fewer than 35% had obtained a copy of their credit report 
in the previous 2 years.2 Without the understanding of the consequences, these families are 
increasingly relying on credit cards, overdrafting bank accounts, and high-interest loans to make 
ends meet.3 The industry increasingly extends credit to low-income families, because although 
there is a greater risk of default, “low-income families often pay such extraordinary rates of 
interest that they are among the industry’s most profitable customers.”4 Relying on credit cards 
for a medical bill, to take a cash advance to pay rent, and to put food on the table is a common 
occurrence, but is usually a short-term Band-Aid that will spiral out of control.5  
 
So, if low-income families are often mired in debt, why do many of them choose not to file 
bankruptcy? First, it is likely many of them are not making a choice at all, but simply are 
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unaware of the legal options available to them. There are individuals who decide to become 
informally bankrupt, a term coined by Amanda E. Dawsey and Lawrence M. Ausubel to describe 
the person who chooses not to repay a debt but does not file bankruptcy, often because they have 
protected income making them virtually judgment proof.6 This is an effective method of 
approaching creditors when the debtor is equipped with the tools and knowledge of the law. 
More often however, individuals don’t know what judgment proof means, and creditors pressure 
them into making payments they cannot afford. Additionally, “people file for bankruptcy for 
other reasons than to protect assets, for instance, to prevent a utility shutoff, to protect a driver's 
license, to participate in a government program, to prevent garnishment of wages (which is 
allowed in some states), or to fend off harassing or abusive calls from creditors or collection 
agencies.”7 An individual with protected income such as social security may still wish to file 
bankruptcy, to stop the harassing phone calls and to avoid the possibility of being sued by a 
creditor. Even though the court would not be permitted to consider social security income when 
evaluating someone’s ability to make payments, the thought of going to court at all is terrifying 
to many debtors. 
 
The likelihood of being sued by a creditor is increasing, with “the percentage of consumers who 
experienced a third-party debt collection activity growing steadily in the past decade, doubling 
from 7 percent in 2000 to 14 percent in 2010.”8 A national survey conducted by the Consumer 
Financial Protection Bureau found that 32 percent of all consumers and 52 percent of consumers 
with income below $20,000 were contacted by a debt collector in the prior year.9 In the city of 
Boston 28% of residents have a subprime credit score and 19% have an account in collection; in 
Mattapan specifically 48% have a subprime score, and 35% have an account in collection. 10 A 
2014 survey conducted in the Greater Boston area demonstrates the barriers created by debt, 
showing that debt is a contributing barrier to employment, post-secondary education, and most 
importantly to the individual’s ability “to meet basic needs such as obtaining food, shelter, and 
medical care.” 11 
 
Living in the constant anxiety induced by debt strains families and affects children’s well-
being.12 From the Consumer Bankruptcy Project’s 2007 survey, 70.8 percent of couples 
“seriously struggled with their debts for one year or more before they filed for bankruptcy, [and] 
half of all coupled respondents indicated that before they filed for bankruptcy they were very 
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depressed, just over one-third (36.5 percent) were somewhat depressed.”13 For low-income 
families that are even aware that the law can help, the cost of an attorney is an insurmountable 
barrier. Roughly 70% of otherwise eligible applicants are turned away by traditional legal aid 
for debt relief help.14 Complicating matters more is the intricate nature of bankruptcy. In 2005 
the law was substantially changed, now requiring significant documentation, the completion 
of two courses, and much more time spent by the attorney. 15 ). These changes require the 
attorney have a higher level of expertise for the case to succeed, and have caused legal fees to 
increase to an average of $1,224 for a Chapter 7.16 
 
 

The Massachusetts Debt Relief Foundation is a 501(c)(3) non-profit law firm that serves 
residents in all Massachusetts counties. MDRF attorneys offer free comprehensive legal advice 
on debt matters to any Massachusetts resident as well as pro bono legal representation in 
Chapter 7 Bankruptcy to low-income residents in accordance with their eligibility requirements. 
MDRF has helped discharge millions of dollars in consumer debt since 2011. 
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