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For some, bankruptcy is best solution to problems AS I SEE IT
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People are still going to get sick, lose a job, suffer a failed small-business enterprise, go through a divorce. Those are the reasons why despite all the hoopla over the bankruptcy reform law, bankruptcy will always and must remain a safety net that is available to all Americans.

After several months of the dust settling, I reassert that bankruptcy remains the best chance for ordinary Americans to obtain that fresh financial start.

I wrote in this column three years ago about how bankruptcy filings had steadily increased over the years and how women filers had eclipsed all other groups and were then the largest demographic group filing for bankruptcy. Today, research indicates that first quarter 2006 filings are the lowest since 1985. Proponents of the reform law may point to that statistic as indication that the new law has dampened the abuse of bankruptcy law by Americans.

But I see the contrary. I see now that the new law places burdens on those least likely to abuse the system and those least likely to be able to shoulder those burdens — the shrinking and increasingly squeezed middle class.

Astronomical gas prices, rising interest rates, outsourcing of jobs to developing nations — did we really need Congress to pass legislation that makes financial rehabilitation harder for families?

It may be harder now to file for bankruptcy, but it is still available. Truthfully, the “harder” aspects of the new law have much to do with repeat filers and administrative hurdles. What Chapter 7 and Chapter 13 can do to help struggling individuals and families is still largely the same.

In many ways, the new law has injected rigidity into the bankruptcy code, but with that rigidity comes certainty on some issues.

The total “wipe out” of unsecured debt (debt for which you did not pledge collateral) is still available under Chapter 7. Saving your home from a foreclosure sale or your car from the repo man is still available under Chapter 13.

The range and diversity of clients who come through my door remain the same today as a year ago. Single mothers dealing with a recent divorce; seniors on fixed income, and uninsured or underinsured families coping with a family member’s unexpected or even long-term illness continue to seek financial refuge under the reform law.

There are very few among us who, by fate or through extreme prudence, are able to render themselves impervious to financial difficulty. For the rest of us hanging out in the middle, bankruptcy remains a dignified and predictable way to regain one’s financial footing.
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