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Parenthood is difficult—especially for women participating in the chapter 13
bankruptcy process. Using a novel dataset comprising 102,952 bankruptcy
cases across sixty-four districts, we find that debtors with dependents are not
only more likely to choose chapter 13 over the quicker and simpler chapter 7
bankruptcy but are also eight percentage points more likely to have a
bankruptcy court dismiss their cases without the discharge of their debt
within three years, compared to other individuals in chapter 13 bankruptcy.
This effect is persistent even after we control for gender, marital status,
financial information (assets, liabilities, income, expenses, etc.), and district-
and year-fixed effects. The effect of raising children is particularly acute for
women in chapter 13, whose cases are dismissed within three years at a rate
that is 10.2 percentage points higher if they have dependents. Further,
although joint filers are about 6.7 percentage points less likely to have their
cases dismissed, the overall effect of marriage is not statistically significant
and does not reduce the negative effect of parental obligations. Overall, this
article shows that currently, bankruptcy law inadequately protects children
from the impact of bankruptcy. We propose legal changes that might alleviate
these disparities.

* Yale School of Management, JD/PhD in Finance 2025.

*Judicial Law Clerk, Second Circuit Court of Appeals; Yale Law School, JD 2022. We
thank Roberta Romano, Paul Goldsmith-Pinkham, Eric Brunstad, Bill Eskridge, Edward
Boltz, Hon. Elizabeth L. Gunn, Hon. Michelle M. Harner, participants of the 2022 American
Law and Economics Association Annual Meeting, and anonymous editors and participants
of the 2022 Conference on Empirical Legal Studies for their helpful input. We thank Dan
Kahan and Claire Priest for their help in obtaining the IRB approval and research funding.
We thank Anna Elesinmogun, Hanna Skiba, Isabella Morales, and Jenna Kim for their
research assistance. We thank the Oscar M. Ruebhausen Fund and the Institution for Social
and Policy Studies for their generous research and travel funding. We thank all U.S.
Bankruptcy Courts that granted us a PACER fee waiver.

187



188 AMERICAN BANKRUPTCY LAW JOURNAL (Vol.99:1 2025)
1. Introduction

Between 2010 and 2019, 9.6 million Americans filed for bankruptcy
protection.) Two million of those debtors ultimately saw their cases
terminated without the discharge of their debt.? In this article, we explore one
explanation for differential discharge rates across otherwise similarly situated
debtors.

Using a novel dataset containing detailed information for 102,952
bankruptcy cases across sixty-four districts, we find that having a dependent
reduces the discharge rate of chapter 13 debtors by approximately eight
percentage points.® This effect is particularly acute among women, whose
chapter 13 cases are over ten percentage points more likely to be dismissed
when they have a dependent.* In contrast, dependents impact male debtors’
bankruptcy outcomes much less.>

This gap between bankruptcy debtors with dependents and those
without dependents persists despite Congress’s efforts to safeguard children
and their caretakers in such proceedings. For example, some childcare-related
expenses are routinely carved out from a debtor’s income in chapter 13
bankruptcy proceedings, reflecting legislators’ intent to “plac[e] women and
children at the highest level of protection” in bankruptcy.® Arguably for
similar reasons, some exemptions available to a debtor (which may be based
on federal or state law under § 522 of the Bankruptcy Code) and some
deductions used to calculate the bankruptcy plan payment under § 1325 of
the Bankruptcy Code are based on a debtor’s household’s size. In addition,
during the COVID-19 pandemic, the American Rescue Plan Act of 2021
expanded child tax credits and allowed for a 50% advance payment of the
estimated child tax credit for the 2021 tax year.” Both benefits were excluded
from the calculation of projected payment to creditors.® In addition, these

! We calculated the statistics in this paragraph from the Federal Judicial Center’s (“FIC”)
bankruptcy data. See Integrated Database (IDB), FED. JUD. CTR. [hereinafter “FJC Data™],
https://www.fc.gov/research/idb [https://perma.cc/GSC2-UMG3]. These numbers are not
adjusted for repeated filers. For more precise estimates, see Belisa Pang, The Bankruptcy
Revolving Door (Working Paper 2024), https://ssrn.com/abstract=4911339.

2 See FJC Data, supra note 1.

3 For our calculations of these numbers, see infra Part IV.

41d.

S 1d.

6147 Cong. Rec. S2172, S2178 (daily ed. Mar. 13, 2001) (statement of Sen. Sessions).

” Am. Rescue Plan Act of 2021, Pub. L. No. 117-2, §§ 9611-9612, 135 Stat. 144 (2021).

8 See U.S. Trustee Program, Notice of Chapter 7 and 13 Trustees Regarding Treatment
of Recovery Rebates and Tax Credits for Consumer Bankruptcy Debtors Under the American
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benefits did not affect parents’ eligibility for chapter 7 bankruptcy as an
alternative to chapter 13.° Further, for parents whose former spouses declare
bankruptcy, any obligation of the debtor (the former spouse) to pay child
support is usually considered a nondischargeable debt in the bankruptcy
case.!’ Taken together, these legislative initiatives reduce the financial
burden on individuals with dependents when they or their former spouses file
for bankruptcy. In all these ways, Congress protects children when their
parents experience financial distress.

But our study shows that there remain significant gaps in existing
law—and opportunities for Congress to better assist families when a parent
is undergoing bankruptcy. As our Table 1 shows, the baseline discharge rate
across cases i1s 38%. The fact that debtors with dependents are eight
percentage points more likely to have their chapter 13 cases dismissed
suggests that currently, bankruptcy law significantly underestimates the
burden of childcare expenses.

For clarification, in this article, we use the term “parental obligations™
to refer to both the financial and non-financial responsibilities associated with
having a dependent. We generally use this phrase interchangeably with
“having a dependent.” We deliberately refer to “obligations,” rather than to
“costs” or “expenses,” to emphasize that parenthood entails not only financial
costs that are addressed at least partially through deductions and exemptions
but also non-financial duties that the bankruptcy system often overlooks. We
strive to identify the impact of such non-financial burdens through the study
of differential discharge rates, which reveal potential gaps in the financial
relief available in the bankruptcy system.

This article proceeds as follows. Part II reviews the existing and
relevant literature regarding the impact of bankruptcy on individual consumer
debtors. Part III provides background information on consumer bankruptcy.
In particular, this Part first describes how a chapter 13 payment plan is set,
and then explains the protections available to parents in bankruptcy cases.
Part IV introduces the dataset, and Part V presents the main results. Part VI
analyzes the effects of gender, marriage, and parental obligations on
outcomes in chapter 13 cases. Part VII studies the effect of parental
obligations on the debtor’s choice of bankruptcy chapter. The article then

Rescue Plan Act of 2021, U.S. DEP’T JusT. (Mar. 25, 2021), https://www.justice.gov/ust
/page/file/1379846/download [https://perma.cc/V25P-3F7H].

°1d.

1011 U.S.C. 88 523(a)(5), (15).


https://www.justice.gov/ust
http://www.justice.gov/ust/page/file/1379846/download
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considers potential policy implications in Part VIII and concludes in Part IX.
II. Literature Review

Prior legal publications discuss the higher bankruptcy filing rate of
women with dependents.!! However, there is a dearth of empirical
scholarship concerning exactly why these debtors might not receive a
discharge of their debt in their bankruptcy cases. This article endeavors to fill
that void. To our knowledge, it is the first to articulate the gendered impact
of having a dependent on post-petition outcomes in bankruptcy.

In the 1980s, Teresa A. Sullivan, Elizabeth Warren, and Jay Lawrence
Westbrook founded the Consumer Bankruptcy Project, which produced a
series of survey datasets that enabled study of the demographics of consumer
bankruptcy filers.? Since then, they have, individually and collectively,
published numerous academic works highlighting the effects of gender,
marriage, and children on bankruptcy filing rates.'® For example, Elizabeth
Warren found that in 2001, women filing individually constituted the “largest
group” of debtors seeking bankruptcy—comprising 39.1% of filers.!* She
determined that this demographic’s representation in bankruptcy had grown
by 800% since 1981.% This article builds on her work, and that of related
scholars, and explores these family-related questions from a new angle.

A separate strand of scholarship analyzes bankruptcy law’s
interaction with parental obligations normatively. Many of these articles were
published around 2005, when the Bankruptcy Abuse Prevention and
Consumer Protection Act (“BAPCPA”) transformed the consumer
bankruptcy landscape.® These articles tend to argue that current bankruptcy

1 See, e.g., Elizabeth Warren, Bankrupt Children, 86 MINN. L. REv. 1003 (2002);
Pamela Foohey, Robert M. Lawless & Deborah Thorne, Portraits of Bankruptcy Filers, 56
GA. L. REV. 573 (2022).

12 For more information, see Consumer Bankruptcy Project webpage at
http://consumerbankruptcyproject.org/.

13 See, e.g., TERESA A. SULLIVAN, ELIZABETH WARREN & JAY LAWRENCE WESTBROOK,
THE FRAGILE MIDDLE CLASS: AMERICANS IN DEBT (2020); Warren, supra note 11; Foohey
et al., supra note 11.

14 Elizabeth Warren, What Is a Women'’s Issue? Bankruptcy, Commercial Law, and
Other Gender-Neutral Topics, 25 HARV. WOMEN’s L.J. 19, 26-29 (2002). Men filing
individually made 29% of total filings, and joint filers constituted the final 32% of filers.

15d.

16 See, e.g., Michelle Arnopol Cecil, Crumbs for Oliver Twist: Resolving the Conflict
Between Tax and Support Claims in Bankruptcy, 20 VA. TAX REv. 719 (2001); Rebecca M.
Burns, Killing Them with Kindness: How Congress Imperils Women and Children in
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law disadvantages parents and their children.!” Our research provides
empirical evidence that supports this conclusion.

This article also contributes to a growing literature on household
finance that attempts to understand why people underutilize bankruptcy.*®
The reason appears partly rooted in “[e]thical qualms, stigma, the value of
the option to file for bankruptcy in the future, the probability that creditors
will not take action to collect delinquent debt, and lack of knowledge of
bankruptcy procedures.”*® These explanations, however, do not show why so
many debtors exit the bankruptcy system after they have already incurred the
considerable financial, and potential social, costs of filing in the first place.
This article supplies an additional explanation for bankruptcy’s decreasing
popularity for indebted households.

Bankruptcy under the Facade of Protection, 76 AM. BANKR. L.J. 203 (2002); Peter C.
Alexander, “Herstory” Repeats: The Bankruptcy Code Harms Women and Children, 13 AM.
BANKR. INST. L. REV. 571 (2005); Nathalie Martin, Winners and Losers in Bankruptcy
Reform: Do Women and Children Really Come Out on Top?, 41 FAM. L.Q. 219 (2007).

17 See, e.g., Cecil, supra note 16, at 721 (“A primary policy objective of this sweeping
bankruptcy legislation reform [in 1994] was to protect spouses and children from being
forced onto welfare or into bankruptcy . . . Congress failed miserably in its attempt to achieve
this lofty goal.”); Burns, supra note 16, at 206 (highlighting that elements of the proposed
legislation—many of which were adopted in the final act—"“clearly inhibit the ability of
women and children who are owed support to collect [support payments] and satisfy
important  familial  obligations and their own financial responsibilities”);
Alexander, supra note 16, at 573 (“The [post BAPCPA] Bankruptcy Code is particularly
harmful to women and children.”); Martin, supra note 16, at 219 (“[BAPCPA] reforms are
at least somewhat helpful to women and children when they are in the role of creditor, and
harmful when they are in the role of debtor.”).

18 See, e.g., F. H. Buckley & Margaret F. Brinig, The Bankruptcy Puzzle, 27 J. LEGAL
STUD. 187 (1998); M. J. White, Why Don’t More Households File for Bankruptcy?, 14 J.L.,
ECON., & ORG. 205 (1998); David B. Gross & Nicholas S. Souleles, An Empirical Analysis
of Personal Bankruptcy and Delinquency, 15 Rev. FIN. STUD. 319 (2002); Lars Lefgren &
Frank Mclntyre, Explaining the Puzzle of Cross-State Differences in Bankruptcy Rates, 52
J.L. & ECON. 367 (2009); Luigi Guiso, Paola Sapienza, & Luigi Zingales, The Determinants
of Attitudes Toward Strategic Default on Mortgages, 68 J. FIN. 1473 (2013); Shuoxun Zhang,
Tarun Sabarwal, & Li Gan, Strategic or Non-strategic: The Role of Financial Benefit in
Bankruptcy, 53 ECON. INQUIRY 1004 (2014).

19 John Beshears, James J. Choi, David Laibson & Brigitte C. Madrian, Behavioral
Household Finance, in HANDBOOK OF BEHAVIORAL ECONOMICS: APPLICATIONS AND
FOUNDATIONS 177, 177 (Elsevier 2018).
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III. Background on Consumer Bankruptcy

In the United States, individuals typically file for bankruptcy under
one of two chapters: chapter 7 or chapter 13. Chapter 7 is commonly referred
to as the liquidation chapter. It requires debtors to disclose all their assets and
liabilities and allows the chapter 7 trustee to liquidate the debtors’ non-
exempt assets to repay creditors. Chapter 13 is often termed the rehabilitation
chapter. It permits debtors to retain their assets and to repay their creditors
through a court-approved repayment plan that satisfies certain statutory
requirements.

Owing to the different obligations these chapters impose, as well as
the duration of cases under each,? obtaining a discharge in chapter 13
bankruptcy is significantly more challenging than in chapter 7. Table 1
summarizes the outcomes of all consumer cases filed between 2010 and 2015,
as reported in the Federal Judicial Center’s Integrated Database.?! While the
vast majority of chapter 7 cases in that timeframe resulted in successful
discharge, about 62% of the chapter 13 cases were terminated without a
discharge. The most common reported reason that an individual chapter 13
case was terminated without discharge is that the debtor stopped making
payments according to her court-ordered payment plan (24.31% of cases).??
Another 8.88% of reported cases were dismissed for failure either to submit
proof of completion of the mandatory financial-management course that
individuals undergoing bankruptcy must take or to make domestic support
payments. Although converting from chapter 13 to chapter 7 bankruptcy is
an alternative path to discharge for some of these filers, only 10% of cases
ended in conversion.?

20 The duration of a chapter 13 plan is determined by statute and is either three- or five-
years in length. 11 U.S.C. § 1325. A chapter 7 case is typically much shorter in duration.

2L FJC Data, supra note 1.

22 All data and analyses in this paragraph come from the FJC Data, supra note 1.

23 A debtor may not be permitted to convert a chapter 13 case to a chapter 7 case for a
variety of reasons, including that the debtor is not eligible for chapter 7 under the means test
articulated in § 707(b). In addition, even if conversion is available, a chapter 7 discharge is
not as broad as that available under chapter 13. Compare 11 U.S.C. § 727, with 11 U.S.C. §
1328.
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Table 1—Disposition of Consumer Bankruptcy Cases Filed Between 2010 and 2015
(a) Chapter 13

Number of Cases

Percentage (%)

Standard Discharge 778,528 37.98
Dismissed for Failure to Make Plan 498,317 24.31
Payments

Dismissed for Other Reason 345,087 16.84
Converted to Other Chapters 194,708 9.5
Discharge Withheld for Failure to 181,991 8.88
Submit Certification of Financial

Course and/or Pay Domestic Support

Obligation

Dismissed for Failure to Pay Filing 14,826 0.72
Fee and/or to File Information

Discharge Withheld for Other 11,050 0.54
Reasons

Discharge Not Applicable 4,164 0.2
Hardship Discharge 3,686 0.18
Discharge Denied 3,365 0.16
Dismissed for Abuse 2,429 0.12
Intra-District Transfer 2,191 0.11
Inter-District Transfer 676 0.03
Discharge Waived 411 0.02
Others 8,305 0.41
Total 2,049,734 100

(b) Chapter 7

Number of Cases

Percentage (%)

Standard Discharge 4,283,357 93.93
Dismissed for Abuse 77,264 1.69
Discharge Withheld for Failure to 76,698 1.68
Comply with Domestic Support

Obligation

Inter-District Transfer 61,551 1.35
Converted to Other Chapters 18,900 0.41
Intra-District Transfer 950 0.02
Hardship Discharge 155 0.00
Others 41,271 0.91
Total 4,560,146 100
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Since missed plan payments are historically the leading cause of
dismissals in chapter 13 cases, the following Section examines how chapter
13 plans are structured and how they intersect with parental obligations. This
discussion is intended to orient readers unfamiliar with consumer bankruptcy.

A. Chapter 13 Payment-Plan Calculation and Exemptions for Parents

All chapter 13 debtors must complete a payment plan before the
discharge of their debts.?* Two salient components of a chapter 13 plan are
the monthly payment amount (the plan funding) and the plan duration (of
three to five years), which is also referred to as the commitment period. For
most debtors, factors described in § 1325 of the Bankruptcy Code determine
the monthly payment amount and the plan duration, as set forth in Forms
122C-1 and 122C-2.%

Specifically, Form 122C-1 calculates the debtor’s and her spouse’s
average monthly income over the previous six months.?® That calculation
includes wages, net income from the operation of a business, net income from
real property, investment income, retirement or unemployment income,
alimony, and child support payments, among others sources.?’ The total
income for this six-month period is then used to determine the debtor’s
current monthly income (“CMI”), which has significant implications for her
chapter 13 case.

Indeed, the debtor’s CMI generally dictates whether the plan’s
commitment period is three or five years long. For example, if the debtor’s
CMI is below the median for other families of the same size in the debtor’s
state, her minimum commitment period is usually three years; otherwise, it is
five years.?® This is true unless the debtor repays her unsecured debt in full
in a shorter period of time.?°

If the debtor’s CMI is above the applicable median in her state, the
Bankruptcy Code also includes a formula to determine the amount of that

211U.S.C. §1328.

% These tests are often confused with the chapter 7 means test, which is set forth in §
707(b) of the Bankruptcy Code and Forms 122A-1 and 122A-2. They are similar, but not
exactly the same.

26 Official Form 122C-1 (Oct. 2019), https://www.uscourts.gov/sites/default/files

/form_b122c-1.pdf.

27 d.

2 d.

2 d.
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debtor’s projected disposable income, which must be devoted to the
repayment of creditors under the chapter 13 plan. The projected disposable-
income formula is somewhat complicated, and relies on both standardized
and case-specific expense deductions to determine the ultimate amount that
the debtor must pay unsecured creditors. For simplicity, in the discussion
below, we use the term “monthly disposable income” to mean the amount
before subtracting the secured debt and priority debt payments—that is, the
total amount available for a// creditors every month.

B. Existing Protections for Parents

This Section describes at greater length bankruptcy law’s recognition
of parental obligations. To illustrate legislative efforts to assist debtors with
family obligations, particularly those related to children, we summarize
aspects of both chapter 7 and chapter 13 that address family-related
obligations. Specifically, we describe the treatment of childcare expenses,
courts’ recognition of childcare-related tax credits as exempt from income
calculations, and the prioritization of alimony and child support in a chapter
13 plan.

1. Childcare Expenses

In a chapter 13 case, childcare expenses are an allowed expense
deducted from the debtor’s income before payments to creditors under the
plan. As with many expense calculations, however, the process for
determining childcare expenses can be flawed. A significant issue is that this
excluded amount is determined based on the six months prior to the
declaration of bankruptcy, which may not accurately predict future childcare-
related expenses when a debtor has a growing child.

In addition, such expenses also can be deducted under BAPCPA’s
means test for the purposes of determining eligibility for chapter 7.3° The
means test creates a presumption of abuse for debtors with relatively high
income, which may prevent them from filing or maintaining a chapter 7 case.
Under this test, if a debtor’s income is above the state median, she must rebut
the presumption of abuse to file or maintain a chapter 7 case.>! A debtor may

30 See Official Form 122A-1, pt. 1, https://www.uscourts.gov/sites/default/files
[form_b122a-1.pdf [https://perma.cc/JH9G-CHXD].
Sd. pt. 2.
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deduct any childcare expenses from her income in determining whether she
is an above- or below-median debtor.>? Therefore, parents on the margins
who might otherwise not qualify for chapter 7 (for example, because their
income is too high to rebut the presumption of abuse) might use any
cléigdcare-expense deductions to reduce their income and qualify for chapter
7.

Both chapter 13’s payment plan calculation and the chapter 7 means
test only include direct, monetary expenditures. In both calculations, the
formula does not account for “soft” indirect expenses that parents incur.3 For
example, parental obligations might reduce a debtor’s ability to maintain
steady employment or render her more dependent on her assets.® As a result,
the childcare-expense metric in bankruptcy will often underestimate the true
cost of caring for a dependent. So, out-of-pocket expenses directly tied to
raising or supporting a child are an imperfect proxy for the actual amount
parents spend on dependent care.

2. Exemption of Childcare-Related Tax Credits

Ordinarily, state law determines the exemption of childcare-related
tax credits from a debtor’s estate, from which a bankruptcy trustee may
collect. As of this article’s writing, many states exempt the Earned Income
Tax Credit—which is derived from a formula based in part on the number of
qualifying children in a recipient’s household—and the related Additional

%21d. pt. 1.

33 Notably, the chapter 7 means test introduced here is very similar to the chapter 13
means test used to decide chapter 13’s plan duration and disposable income, as described in
Section II.A. In fact, the two are sometimes mistakenly referred to as the same test.
However, the exact calculations are slightly different, because the tests define expenses
differently. Nevertheless, a debtor who cannot pass the chapter 7 means test is generally less
likely to meet the requirements of the chapter 13 means test.

34 The allowable expenses are described as “[a]ll amounts from any source which are
regularly paid for household expenses of you or your dependents, including child support.”
Official Form 122A-1, supra note 30, pt. 1; Official Form 122C-1, supra note 26, pt. 1; see
also Official Form 122C-2, pt. 1, https://www.uscourts.gov/sites/default/ files/form_b122c-
2.pdf [https://perma.cc/V6XY-HPFL].

% Additional examples of economic circumstances not captured in the calculation of
childcare expenses for bankruptcy purposes include situations where parents might need to
purchase a vehicle to drive their children to school or to pay higher rent to avoid moving
with small children. Neither is considered a childcare expense. Rather, for purposes of the
living-expense deduction, the IRS Local Standards would apply to these expenditures as they
would for debtors without dependents, although the size of the household is sometimes taken
into consideration.
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Child Tax Credit from the bankruptcy estate.®® This exemption is far from
universal, however, as a significant number of states continue not to
recognize such exemptions.®’

Relatedly, we note a recent change in the treatment of certain tax
credits at the federal level. Under the American Rescue Plan Act of 2021,
“Chapter 7 and 13 trustees should not consider ... child tax credits in
administering estate assets or calculating disposable income in [C]hapter 13
repayment plans.”® So, with respect to child tax credits covered under the
American Rescue Plan and the CARES Act specifically, debtors with
dependents receive a benefit not available to other debtors.%

3. Alimony and Child Support as Priority Claims
Bankruptcy law also gives priority to alimony and child-support

obligations. Before a debtor may discharge debt under chapter 13 bankruptcy,
she must certify that all domestic-support obligations due have been paid.*

% E.g., Hardy v. Find (In re Hardy), 787 F.3d 1189, 1191 (8th Cir. 2015) (holding that
ACTC was exempt under Missouri law); Hamm v. James (In re James), 406 F.3d 1340,
1343-45 (11th Cir. 2005) (holding that EITC was exempt under Alabama law); In re
Moreno, 629 B.R. 923, 932-34 (Bankr. W.D. Wash. 2021), aff’d Nos. WW-21-1124-L BS,
20-42855-BDL, 2021 Bankr. LEXIS 3551 (B.A.P. 9th Cir. Dec. 23, 2021) (holding that
EITC and ACTC were exempt under Washington law); Flanery v. Mathison (In re Duvall),
289 B.R. 624, 628-29 (W.D. Ky. 2003) (holding that EITC was exempt under Kentucky
law).

37 See, e.g., In re Medina, No. 22-10233-j7, 2022 Bankr. LEXIS 3562, at *9 (Bankr.
D.N.M. Dec. 16, 2022) (“Several states have passed statutes that expressly exempt EITC
from the reach of creditors, including Colorado, Indiana, Kansas, Louisiana, Mississippi,
Nebraska, and Oklahoma. New Mexico has not done s0.”); In re Parker, 352 B.R. 447, 453
(Bankr. N.D. Ohio 2006) (holding that EITC was not exempt under Ohio law); In re Horne,
No. 05-13069-hb, 2006 Bankr. LEXIS 1141, at *11-12 (Bankr. D.S.C. June 19, 2006)
(holding that EITC was not exempt under North Carolina law). For more discussion on this
topic, see Rebekah Keller, Note, The Eighth Circuit Allows a Child Tax Credit Exemption in
Bankruptcy Proceedings: A Minty Fresh Start or Abuse of the System?, 81 Mo. L. REv.
(2016), available at: https://scholarship.law.missouri.edu/mir/vol81/iss2/10.

3 Notice to Chapter 7 and 13 Trustees Regarding Treatment of Recovery Rebates and
Tax Credits for Consumer Bankruptcy Debtors Under the American Rescue Plan Act of
2021, U.S. DEP’T JusT. 1 (Mar. 25, 2021), https://www.justice.gov/ust/page/file/1379846
/download [https://perma.cc/9YM5-HIB5].

3 1d.

40 Chapter 13-Bankruptcy Basics, U.S. CTs., https://www.uscourts.gov/court-
programs/bankruptcy/bankruptcy-basics/chapter-13-bankruptcy-basics
[https://perma.cc/R59L-UT34].
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Further and more importantly, childcare support obligations and alimony are
excepted from discharge in both chapter 7 and chapter 13 bankruptcy.*
Therefore, if the debtor does not fully satisfy these obligations through her
bankruptcy plan, she remains liable for those amounts after the conclusion of
the bankruptcy case.*?

In sum, Congress, through the mechanisms discussed above, has
sought to safeguard childcare expenses in the bankruptcy process. As we will
show in Part IV, these existing protections for filers with caregiving
obligations do not fully neutralize the negative effects of filing for bankruptcy
with dependents.

IV. Data

For this project, we obtained access to cases from sixty-four
bankruptcy district courts across the United States through the PACER
system.*® We then randomly selected 2,000 consumer cases filed between
2016 and 2018 from each of the largest offices in each district for a total
initial possible sample size of 128,000. Out of these 128,000 cases, we were
able to automatically locate and download the relevant PACER records for
114,200 cases.** Using a combination of automatic and manual processing,
we extracted an individual’s marital status from Form 107 and the dependent
checkboxes from Schedule J for 102,952 of those cases, which compose our
final dataset.

It is worth noting that, because we randomly selected cases from the
entire pool of consumer bankruptcy cases, approximately 35% were
originally filed under chapter 13, while the remaining 65% were filed under
chapter 7. This article primarily focuses on chapter 13 cases, though in Part
VII, we examine the effects of parental obligations on the choice between
filing under chapter 7 and chapter 13. Part V examines only individual

4d.

42 1d.

43 See Public Access to Court Electronic Records, U.S. CTs. [hereinafter PACER],
https://pacer.uscourts.gov.

4 We could not obtain information on dependents for cases dismissed because the debtor
failed to file the required bankruptcy schedules. Moreover, because pro se filers tend to file
hand-written documents, our dataset contains few pro se filers. These limitations do not
diminish the value of our findings. Rather, they allow us to focus on the debtors who did not
successfully receive the relief they sought from the bankruptcy system after incurring the
substantial costs associated with hiring a lawyer and filing their schedules. In other words,
our findings cannot be attributed to the fixed cost of filing for bankruptcy, as opposed to the
continuous expenses associated with dependent care.
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chapter 13 filers (about 76% of all chapter 13 cases), and we add joint filers
back into our dataset in Part VI. Generally, throughout this article, the number
of observations used in each empirical analysis is reported in the last row of
our regression tables.

We downloaded roughly the same number of cases from each
bankruptcy district regardless of the size of the district. In the Appendix, we
show that the results do not meaningfully change when we weigh the
observations to make them proportional to the actual caseload of each district.
The exact number of observations from each district is provided in Table A3.

We next matched these cases with the Federal Judicial Center’s
Integrated Database (“FJC Data”).*® The FJC Data provides quantitative
information about debtors, such as their total assets, liabilities, monthly
income, and monthly expenses derived from bankruptcy filings. Unlike most
empirical analyses using FJC Data, we did not use the FJC’s disposition
information. Rather, we used the most current information available on
PACER at the time we downloaded the cases, in the period December 2021
to February 2022. For all cases in our sample, we gathered at least three years
of data.*®

Finally, bankruptcy filings do not require a debtor to indicate her
gender. Thus, to impute the gender of the debtors, we matched the first names
in the PACER dataset to the Social Security Administration’s list of baby
names between 1932 and 2012. This list provides the number of newborns
of each gender associated with a given name, which allowed us to infer the
likely gender of each debtor. From the Social Security Administration’s list,
we used the most common birth gender of individuals with each first name.*®
For names not included in the Social Security Administration list, we
referenced Harvard Dataverse’s World Gender Name Dictionary v2.0 to
impute gender.*°

4 FJC Data, supra note 1.

46 The three-year timeframe for which we have data supplies an additional reason why
we analyze dismissal rate within three years.

47 Baby Names from Social Security Card Applications National Data, SOC. SECURITY
ADMIN., https://catalog.data.gov/dataset/baby-names-from-social-security-card-
applications-national-data (last visited Dec. 26, 2024).

48 This means that if over 50% of individuals with a specific name are female (or male)
according to the list, we treat that name as a female (or male) name. Using a higher threshold,
such as 60% or 80%, reduces the sample size but does not meaningfully change our results.

49 Julio Raffo, World Gender Name Dictionary (WGND 2.0), HARvV. DATAVERSE,
https://doi.org/10.7910/DVN/MSEGSJ (last visited Dec. 26, 2024).
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Table 2 below presents summary statistics of select characteristics of
individuals within the dataset, separated out by those with and without
dependents.

Table 2—Summary Statistics
With Dependent T-test

No Yes p-value

% Joint Debtors 19.67 31.64 0.00
% Female Among Individual Debtors 55.64 62.39 0.00
% Married 32.81 52.11 0.00
Average Total Asset 77,459 96,642 0.00
Average Real Asset 53,648 66,719 0.00
Average Total Debt 112,080 139,786 0.00
Average Secured Debt 59,388 78,926 0.00
Average Priority Debt 1,893 2,057 0.00
Average Non-Dischargeable Debt 9,323 14,878 0.00
Average Monthly Income 2,558 3,451 0.00
Average Monthly Expenses 2,420 3,308 0.00
% Chapter 13 31.94 353 0.00
% Discharge Among Chapter 13 (2016) 43.55 39.89 0.00
Number of Observations 55,068 57,173

% With Dependent 50.94

The table illustrates that filers with dependents differ significantly
from other filers across all identified attributes. Compared to debtors without
dependents, those with dependents are more likely to be married couples
(52.11% vs. 32.81%) and are more likely to file jointly (31.64% vs. 19.67%).
Among debtors filing individually, those with dependents are more likely to
be women (62.39% vs. 55.64%). Debtors with dependents also tend to have
more assets and more debts (396,642 & $139,786 vs. $77,459 & $112,080).
Similarly, debtors with dependents have a higher average monthly income,
with higher expenses ($3,451 & $3,308 vs. $2,558 & $2,420). These
characteristics are consistent with prior scholarship on debtors with and
without dependents.>®

On the other hand, the differences illustrated in Table 2 underscore

%0 See, e.g., Elizabeth Warren, Bankrupt Children, 86 MINN. L. REv. 1003, 1015, 1020—
23 (2002).
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the difficulty of directly comparing debtors with dependents to those without
dependents—and the importance of controlling for confounding factors.
Even though the raw averages show that debtors with dependents are nearly
four percentage points less likely to obtain discharge compared to other
debtors (39.89% vs. 43.55%), that disparity could, without controlling for
other variables, simply reflect other underlying differences. We therefore
used logistic-regression analysis to address this issue.

Logistic regressions help to isolate the effect of having dependents on
discharge outcomes by accounting for other factors that might otherwise
influence our results—such as income, assets, geographic location, and the
year of filing. This method holds constant these other factors that might have
explanatory power, so that we might measure whether having dependents
alone makes a difference in the outcomes we observe. In the next Part, we
will walk through our methodology at greater length and explain how we used
additional information to ensure the accuracy of our findings.

V. Parental Obligations and Chapter 13 Dismissals

In this Part, we examine how having a dependent affects the dismissal
rates in individual debtors’ cases. Because in this Part, we focus on
comparing male and female debtors, we exclude joint filers. We add joint
filers back into our discussion in Part VI.

Figure 1 below is a visual representation of the difference in dismissal
rates between debtors with and without dependents by quarter after the
petition date, conditional on observed case characteristics.
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Figure 1. Conditional Dismissal Rate by Quarters After Filing
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For each quarter after filing, we ran a logistic regression where the
dependent variable is a dummy variable equal to 1 if the case was terminated
without a discharge before the end of the quarter (the y-axis).”! We set the
independent, treatment variable—the parent dummy—to 1 if the debtor had
a dependent (the x-axis). Additionally, we controlled for the debtor’s gender,
marital status, and financial characteristics,? as well as for district- and year-
fixed effects.>

51 We use the term “terminated without a discharge” rather than “dismissed” in this
technical definition for precision, though these terms are functionally equivalent for our
purposes. As Table 1 demonstrates, 0.2% of Chapter 13 cases were ineligible for discharge,
with an additional 0.02% waiving discharge rights. While these specific cases could be
terminated without discharge but not formally dismissed, their negligible prevalence (just
0.22% combined) justifies our interchangeable use of both terms throughout this article.

%2 Financial characteristics are drawn from the FJC Data and include the following
measures (scaled by standard deviations and trimmed at the 99th percentile): real property,
personal property, secured debt, unsecured priority debt, unsecured nonpriority debt,
nondischargeable debt, average monthly income, and average monthly expenses.

53 This method is sometimes referred to as “staggered difference-in-differences.” It is
less parametric than the regular difference-in-differences plots because it allows the
coefficients of the control variables to vary.
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As a result, each line in Figure 1 represents, for the sample, the
cumulative probability of dismissal of an average filer’s case, either with or
without a claimed dependent, holding all observed characteristics of the filer
constant. The x-axis is the number of quarters following the opening of the
bankruptcy case. Figure 1 shows a smooth, widening gap between debtors
with and without dependents. Using the regressions described below, we
estimate that having a dependent increases the risk of dismissal within three
years by about eight percentage points.

To explain the observed gap in Figure 1, we examine whether, and by
how much, a debtor’s marital status, gender, and having a dependent,
independently or together, impacted her likelihood of a dismissal within three
years of filing. Table 3 below represents the results of our analysis of an
individual’s dismissal rate within three years.
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Table 3—Regression Results Among Debtors Who Filed for
Chapter 13 Bankruptcy Individually
(0 @ 3) @
Coeff.  AMargin  Coeff.  AMargin Coeff. AMargin OLS
Parent 0.22%%** 0.052 0.36%** 0.081 0.28%** 0.064 0.064%**
(0.023) (0.026) (0.035) (0.008)
Female -0.12%** -0.026 -0.026**
(0.050) (0.011)
Not Married -0.02 -0.005 -0.004
(0.047) (0.011)
Female x Not Married -0.23%** -0.051 -0.052***
(0.062) (0.014)
Female > Parent > Not 0.10%%% 0044 0.043%%
Married
(0.057) (0.013)
Financial Controls No Yes Yes Yes
District Controls Yes Yes Yes Yes
Year Controls Yes Yes Yes Yes
Clustered SE Yes Yes Yes Yes
Number of Observations 25,895 25,895 23,570 23,570

Notes:

Sig. Levels: *»*p <.01, **p < .05, *p <.1.

Clustered standard deviation reported in parentheses.

The dependent variable is a dummy variable that equals 1 if
the case was terminated without a discharge within 3 years
after the filing date. The average marginal effect (partial
effects) of the covariate, A Margin, is reported for Columns
(1) to (3) to facilitate the interpretation. Statistically,
A Margin represents the difference between the predictive
margins (potential-outcome means) when the corresponding
dummy variable equals 1 and when the corresponding dummy
variable equals 0, which roughly estimates the effect of the
dummy variable on the possibility of the termination of a
bankruptcy case without a discharge within 3 years after the
filing date.
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Columns (1)—~(3) show the results of a logistic regression with
different controls. We first summarize our results in non-technical terms
before turning to a more in-depth accounting of our statistical methodology.
Our regressions show that having a dependent significantly increases one’s
chances of dismissal without discharge (i.e., the coefficient for the Parent
dummy variable is significant and positive). This is especially true for
unmarried women parents, relative both to male parents and women non-
parents (i.e., the coefficient for the Female x Parent X Not Married term in
Column (3) is positive and significant). Meanwhile, women who are not
parents, especially if they are unmarried, fare better than men, parents and
non-parents alike, in the bankruptcy process—meaning that without the
parenthood component, women debtors tend to have better outcomes. All
told, our study shows that parenthood negatively affects one’s ability to stay
in bankruptcy for at least three years. Our results also indicate that unmarried
women parents are most vulnerable to this negative effect.

We now describe the statistical mechanisms behind our observations
at greater length: the dependent variable in Table 3 is again a dummy that
equals 1 if the debtor’s case is dismissed within three years. To facilitate
interpretation, we report the average marginal effect of the covariates (A
Margin) in addition to the logistic regression coefficients, which reflect the
changes in log odds. A Margin roughly estimates the effect of the
corresponding independent dummy variable on the dependent dummy
variable. For purposes of Table 3, then, the A Margin statistic roughly
estimates the amount by which the likelihood of termination without
discharge within three years increases if the corresponding independent
variable changes from 0 to 1. Column (4) is a simple ordinary least squares
regression that shows similar estimates compared to the marginal change
from the logistic regression.

As expected, controlling for a debtor’s finances increases the
estimated treatment effect from Column (1) to Column (2). The average
marginal effect is approximately eight percentage points in Column (2).
Column (3) shows that unmarried women parents are the primary drivers of
the treatment effect, given the interaction term’s significant and positive
coefficient. Column (3) also indicates that unobserved characteristics unique
to women, who are much more likely to be the primary caretaker of a child,
do not explain the effect. That is, the negative and significant coefficients for
both the “Female” and “Female x Not Married” dummies suggest that women
are generally /ess likely to have their bankruptcy cases dismissed compared
to similarly situated men after controlling for their financial characteristics.
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Because the coefficients for the female dummy and the parent dummy have
opposite signs, the gender gap in parental obligations itself does not explain
the positive coefficient for the parent dummy.

Next, we considered whether being a homeowner materially impacts
dismissal rates. As prior scholarship notes, homeowners often file for
bankruptcy to delay foreclosure and/or to cure mortgage arrears they are
otherwise unable to cure outside of the chapter 13 process.>* If these debtors
are more likely to have their cases dismissed because their desired outcome
is not actually having their debt discharged, but rather the retention of their
homes and/or the curing of arrearages on mortgage debt, then whether a
debtor is a homeowner can bias the results.

To explore this possibility, we divided debtors filing individually by
whether they were homeowners. Much like for our gender data, the official
forms do not require debtors to specifically identify whether they are
“homeowners” or “renters.” So, we used a proxy. The bankruptcy schedules
require a separate disclosure of real property and secured debt. Thus, we
define homeowners as individuals who have over $50,000 in real property
listed in schedule A/B, and non-homeowners as those who have no real
property.> Table 4 below shows our results. While here, we focus exclusively
on comparing homeowners and non-homeowners, our results for both groups
are similar to that of the full sample in Column (3) of Table 3. Curiously,
however, the observed difference in dismissal rates between parents and non-
parents is even stronger among non-homeowners, though it does remain
sizable among homeowners. This suggests that while home
ownership could play a role in dismissal rates, it is not the only reason why
debtors with dependents are more likely to have their cases dismissed within
the first three years compared to debtors without dependents. Put differently,
home ownership might contribute to the disparity, but it does not fully explain
why debtors with dependents face higher dismissal rates. Other factors are
also driving the outcome.

4 Edward R. Morrison & Antoine Uettweiller, Consumer Bankruptcy Pathologies, 173
J. INST. & THEORETICAL ECON. 174, 175 (2017); Katherine M. Porter, The Pretend Solution:
An Empirical Study of Bankruptcy Outcomes, 90 TEX. L. REv. 103, 111-16 (2011).

55 QOur original regressions include this $50,000 threshold because real property can
include undeveloped land or timeshare interests. Lowering this threshold or eliminating it
does not meaningfully affect the results.
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Table 4—Regression Results Among Debtors Who Filed for Chapter 13 Bankruptcy
Individually, Homeowners vs. Non-Homeowners

Homeowners Non-Homeowners
(1) (2)
Coeff. AMargin  Coeff. AMargin
Parent 0.154%** 0.034 0.366%** 0.082
(0.049) (0.055)
Female -0.050 -0.011 -0.191** -0.043
(0.081) (0.093)
Not Married -0.033 0.007 -0.057 0.013
(0.066) (0.067)
Female x Not Married -0.321%%% 0,071 -0.101 -0.023
(0.096) (0.109)
Female x Parent x Not Married 0.117 -0.026 0.201** 0.045
(0.092) (0.082)
Financial Controls Yes Yes
District Controls Yes Yes
Year Controls Yes Yes
Clustered SE Yes Yes
Number of Observations 10,298 10,565

Note:

Sig. Levels: *»*p <.01, **p < .05, *p <.1.
Clustered standard deviation reported in parentheses.

The dependent variable is a dummy variable that equals 1 if
the case was terminated without a discharge within 3 years
after the filing date. As in Table 3, A Margin is reported to
facilitate the interpretation, and it roughly estimates the effect
of the dummy variable on the possibility of a bankruptcy
case’s termination without a discharge within 3 years of its
filing date. Homeowner is defined as possession of over
$50,000 in real property. Non-homeowner is defined as
owning zero real property.
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In sum, we estimate that having a dependent increases the risk of
dismissal of a debtor’s case within three years by about eight percentage
points (i.e., the A Margin statistic from Column (2) of Table 3). Considering
the overall discharge rate for chapter 13 bankruptcy is 38%, as shown in
Table 1, this eight percentage point difference is quite large.

VI. Gender, Marriage, and Parental Obligations

As explained above, Column (3) of Table 3 shows that parental
obligations likely affect women more than men, even when conditioned on
being a parent. In this Part, we further explore the interactions among gender,
marriage, and childcare obligations. We examine how the effect of having a
dependent on dismissal rates differs among individual male and female filers
and joint filers.

In the sample, only 56.6% of married debtors filed for bankruptcy
jointly.®® We note that the Bankruptcy Code only allows spouses to file
jointly.> Indeed, nearly 99% of the joint filers in our sample reported in Form
107 that they were married.®® Filing jointly allows a married couple to wipe
out both individuals’ debts at the cost of one filing fee and perhaps lesser
attorney’s fees.”® On the other hand, filing separately might allow couples to
claim more exemptions in some states. Moreover, in many instances the
bankruptcy will not affect the non-filing spouse’s non-marital properties and
credit score as severely as if she elects to file jointly. Importantly, however,
filing separately does not protect the non-filer’s income. A debtor’s attorney
may also play a role in the choice to file either separately or jointly.

In Part V, we focused on debtors who filed individually. We now
discuss the outcomes of joint debtors compared to those of individual filers.

Table 5 provides a comparison of the likelihood of dismissal within

% This is not to confused with tax filing status—most married couples file their taxes
jointly.

511 U.S.C. § 302.

%8 We did not investigate why this number is less than 100% because the information
provided in Form 107 is very basic. However, this is likely due to errors in reporting.

% For general information on this subject, see, e.g., Eva Bacevice, Can | File Bankruptcy
Without My Spouse?, UpsOLVE (2023), https://upsolve.org/learn/file-bankruptcy-without-
spouse [https://perma.cc/XZB3-8T23]; Paige Hooper, Do I Need To Include My Spouse’s
Income and Expenses on My Bankruptcy Forms?, UpsoLVE (2023), https://upsolve.org/learn
/including-spouses-income-and-expenses [https://perma.cc/9A8E-GF3D]. We note that
there are aspects of filing for bankruptcy that each individual debtor takes on individually,
regardless of whether they file jointly—for example, pre-petition credit counseling and pre-
discharge debtor education. See 11 U.S.C. § 109(h).


https://upsolve.org/learn

209 PARENTAL OBLIGATIONS IN BANKRUPTCY  (Vol. 99:1 2025)

three years across individual female and male filers and joint filers. Overall,
our results in Columns (1), (3), and (5) imply that having a dependent
increases an individual woman’s chances of having her case dismissed in the
first three years by 10.2 percentage points, compared to 3.9 percentage points
for individual men and 5.5 percentage points for couples filing jointly.

To elaborate, the dependent variable in these logistic regressions is
once again equal to 1 if the chapter 13 bankruptcy case was terminated
without discharge within three years of the filing date. First, note that the
coefficients on the parent dummy are positive in all three groups, which is
consistent with the hypothesis that dependent care negatively affects parents’
bankruptcy outcomes regardless of these individuals’ gender or marital
status. Second, while the coefficient is both economically and statistically
significant in the female and joint debtor groups, it is barely statistically
significant, and somewhat diminished in effect size, in the male individual
debtor group after controlling for marital status. As we have previously
observed, parenthood has the least negative impact on dismissal rates in
men’s chapter 13 cases, compared to those of women and of joint filers. The
lesser statistical significance of the coefficient for men means that it is more
likely that the effects of parenthood we seem to observe in their bankruptcy
outcomes is the result of chance, as opposed to an informative statistic—after
we build out a more robust regression that accounts for more variables.

All told, our data show that women generally have a higher discharge
rate than men when they do not have a dependent but experience a more
drastic increase in likelihood of dismissal relative to men when they do have
dependents. One potential explanation for this result might be that women are
more likely than men to assume daily, non-financial custodial childcare
responsibilities.®? If women are more frequently shouldering non-financial
parenting responsibilities, they are likely to experience greater bankruptcy
consequences for having a dependent.5!

80 See, e.g., Suzanne M. Bianchi, Housework: Who Did, Does or Will Do It, and How
Much Does It Matter?, 91 Soc. FORCES 58 (2012) (noting a ratio of 1.9 in women’s
shouldering of childcare responsibilities relative to men in 2009-10).

81 1d. While we cannot determine the root cause of this gender gap, one alternative
hypothesis we rule out is that our results are biased because men and women might tend to
claim different types of dependents. That is, a small number of debtors appear to claim adult
dependents in their Schedule J form. Since our analysis above relies on whether the
dependent box in a petition is checked, we want to ensure that the differential dismissal rates
we observe between men and women with dependents is not instead attributable to the fact
that, for example, men are more likely to claim adult dependents than women. So, to test this
question, we conducted an additional robustness check. We examined the outcomes for a
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We next consider the effects of marriage. Column (2) of Table 5 below
suggests that, while marriage reduces the dismissal rate for all women, it does
not meaningfully change the effect of having a dependent among women.
Similarly, Column (6) shows filing jointly does not meaningfully change the
effect of having a dependent, even though joint debtors are approximately 6.7
percentage points less likely to have their cases dismissed than married
debtors filing individually. These statistics suggest that the individual and
joint filing schemes are currently equally inadequate at alleviating the
burdens of childcare obligations on bankrupt parents.®

Finally, Column (6) also suggests that couples who filed jointly differ,
in a statistically significant manner, from couples who filed individually. The
former are less likely to have their cases dismissed within three years. As
described above, what drives this difference is unclear.

small subset of petitions for which we could observe the age of the dependents claimed. We
find that the gap between male and female filers does not meaningfully change, relative to
our full dataset, when we examine only the group of filers with dependents younger than 18
years old.

62 The Parent x Joint Debtor interaction term’s lack of statistical significance may be
surprising at first glance. However, deductions for childcare in bankruptcy are the same for
individual debtors and joint debtors. If the effect is driven by overall underestimation of
childcare expenses in bankruptcy as we hypothesize, it should not vary based on whether an
individual files jointly.
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Table 5—Regression Results Among Debtors Who Filed Individually
Versus Debtors Who Filed Jointly

Individual Women Debtors Individual Men Debtors Joint Debtors All
(1) (2) (3) (4) (5) (6)
Coeff. AMarg. Coeff. Coeff. AMarg.  Coeff. Coeff. AMarg. Coeff.
Parent 0.471%%* 0.102 0.434%*% (0, ]78%** 0.039 0.132*%  0.296*** 0.055 0.262%*%*
(0.04) (0.08) (0.04) (0.07) (0.05) (0.05)
Not Married -0.171%** -0.038 -0.141%**
(0.07) (0.07) (0.05)
Parent x Not
Married 0.048 0.038 0.073
(0.10) (0.08) (0.06)
Joint Debtor -0.335%**
(0.06)
Parent x Joint
Debtor 0.018
(0.07)
Financial Yes Yes Yes Yes
Cont.
District Cont. Yes Yes Yes Yes
Year Cont. Yes Yes Yes Yes
Clustered SE Yes Yes Yes Yes
# of Obs. 13,877 12,763 10,054 9,212 8,612 29,927

Note:

Sig. Levels: *x*xp < .01, *xp <.05, xp <.1.
Clustered standard deviation reported in parentheses.

The dependent variable is a dummy variable that equals 1 if
the case was terminated without a discharge within 3 years
after the filing date. As in Table 3, A Margin is reported for
Columns (1), (3), and (5) to facilitate the interpretation. This
statistic roughly estimates the effect of the dummy variable on
the possibility of a bankruptcy case’s termination without a

discharge within 3 years after the filing date.
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VII. Parental Obligations’ Effect on Chapter Choice

Parental obligations not only affect a debtor’s chances of succeeding
in the chapter 13 process, but also her decision to choose chapter 13 in the
first place. Table 6 below shows that debtors with a dependent are about 2.5
percentage points more likely to file under chapter 13, rather than under
chapter 7, as compared to other debtors in the dataset. In particular, Column
(3) shows us that this difference is, again, primarily driven by unmarried
female parents.

Table 6—Logistic Regressions on Chapter Choice

(1) @) (3)
Coeff. AMargin ~ Coeft. AMargin Coeff. AMargin
Parent 0.14%** 0.024 0.23%** 0.025 0.18%** 0.029
(0.015) (0.019) (0.039)
Female Filing Individually -0.10%**  -0.016
(0.038)
Not Married -0.23%* -0.037
(0.036)
Parent x Not Married -0.08* -0.007
(0.040)
Female x Not Married 0.01 0.001
(0.051)
Female x Not Married x Parent 0.15%** 0.019
(0.041)
Financial Controls No Yes Yes
District Controls Yes Yes Yes
Year Controls Yes Yes Yes
Clustered SE Yes Yes Yes
Number of Observations 102,952 102,952 90,957

Note:

Sig. Levels: **p <.01, **p <.05, *p < .1.

Clustered standard deviation reported in parentheses.

The dependent variable is a dummy variable that equals 1 if
the case was filed under chapter 13. As in Table 3, A Margin
is reported to facilitate the interpretation. A Margin represents
the difference between the predictive margins when the
corresponding dummy variable equals 1 and when the
corresponding dummy variable equals zero, which roughly
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estimates the effect of the dummy variable on the possibility
of filing for chapter 13 bankruptcy instead of chapter 7.

Stata was not able to achieve convergence for the regression
in column (2) but the log pseudo-likelihood was stable after 5
iterations. We used the results from the 10th iteration. All
other regressions achieved convergence.

The true effect of having a dependent on chapter choice is likely higher
than 2.5 percentage points, because household size directly impacts the
means test thresholds for chapter 7. In other words, in comparing two debtors
with identical incomes, the debtor with dependents is more likely to qualify
for chapter 7 than the debtor without, because the median income applicable
to the former is higher. We would likely observe an even stronger effect of
having a dependent on whether a filer chooses chapter 7 or chapter 13 with
this selection bias removed.

There are many reasons why filers, and particularly women, with
dependents are more likely to choose chapter 13 over chapter 7. For example,
the ability to retain assets can be more important to parents than to non-
parents. Unlike chapter 7, chapter 13 allows parents to retain their houses and
cars even when these assets are not fully exempted from the debtor’s
bankruptcy estate. Chapter 13 also permits filers with dependents to attempt
to delay any foreclosure or repossession for the duration of the chapter 13
plan if her creditors are hostile. These advantages can prove crucial to parents
striving to provide a stable environment for their children.

VIII. Policy Recommendations

As earlier Parts of this article indicate, the current Bankruptcy Code
does not fully achieve the articulated goals of Congress to protect children
from the effects of their parents’ bankruptcy. As our data show, parental
obligations likely make it harder for parents to discharge their debts
compared to similarly situated non-parents. Parents are more likely to see
their chapter 13 cases dismissed in the first three years. We next discuss
bankruptcy-related policy options that might aid in closing this gap and
attendant, potential roadblocks.5

Congress might consider allowing additional deductions for parents

83 We consider other solutions that might alleviate the burdens of childcare for parents,
beyond the bankruptcy realm, outside the scope of this article.



214 AMERICAN BANKRUPTCY LAW JOURNAL (Vol.99:1 2025)

when calculating their disposable income. This solution would help decrease
parents’ monthly payment-plan amount so that they are better situated to
afford childcare while undergoing bankruptcy. However, these additional
deductions would support these debtors if and only if they retain substantial
surplus income after paying off their creditors who are entitled to full
payment under a given plan. That is, additional deductions would only allow
parents to keep what would otherwise be disposable income to be paid to
unsecured creditors. If their income is not high enough to generate such
surplus, however, additional deductions may not be of use.

Moreover, additional deductions could help some parents pass the
means test. Parents who wish to file for chapter 7 but are currently unable to
rebut the presumption of abuse because they have too much disposable
income could benefit from deductions that lower their calculated disposable
income. However, for parents who prefer to file under chapter 13 rather than
chapter 7, this particular benefit would not apply.

Alternatively, a longer commitment period could reduce debtors’
minimum monthly payment amount and thus alleviate financial strain.
Suppose, for example, that a debtor owes $1,500 in priority debt. This
debtor’s must have at least $500 in disposable income a year to qualify for a
three-year plan. If she only makes $300 a year, she can still file for
bankruptcy under chapter 13 with a five-year plan. If her disposable income
drops to less than $300 a year while she is undergoing bankruptcy, her chapter
13 case will be dismissed—because the Bankruptcy Code does not allow
plans to last more than five years and she would not be able to pay back all
her priority debt by the end of the original plan.®* However, if the debtor
might extend her plan, her minimum payment would decrease. A longer
commitment period might enable her to stay in the bankruptcy process and
ultimately obtain a successful discharge.

In fact, in other contexts, Congress has already facilitated the use of
extended plans to provide relief. Under the CARES Act, a chapter 13 debtor
could seek plan modifications to extend her payment plan to up to seven
years, if she was experiencing COVID-related hardships and if the plan was
confirmed prior to a statutory cutoff date.®® A similar policy might aid parents
in coping with childcare-related financial challenges while undergoing
bankruptcy.

Finally, Congress might consider reducing the downsides of the

6411 U.S.C. § 1322(d).
8 Coronavirus Aid, Relief, and Economic Security Act, Pub. L. No. 116-136, §
1113(b)(1)(C), 134 Stat. 281, 310 (2020).
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dismissal of a parent’s chapter 13 case. More empirical research is needed to
demonstrate the benefits of converting an unsuccessful chapter 13 case to a
chapter 7 case, but we observe a low conversion rate in Table 1. If further
research indicates that obtaining a chapter 7 discharge after an unsuccessful
chapter 13 case is beneficial, Congress might consider making such
conversion a default rule, without depriving debtors of the choice to opt out
of such conversion.

IX. Conclusion

This article studies the effects of parental obligations on consumer
bankruptcy outcomes. In particular, we show that having a dependent while
undergoing chapter 13 bankruptcy increases, by eight percentage points, the
likelihood of dismissal of a debtor’s case within three years of the filing date.
We then demonstrate that differences in marital status or home ownership
between parents and non-parents cannot explain this effect.

Moreover, we find that this effect is most pronounced for women with
dependents who filed for bankruptcy individually. These women are 10.2
percentage points more likely to have their cases dismissed within three years
when they have a dependent. In contrast, men with dependents filing
individually are only 3.9 percentage points less likely to succeed, whereas
joint filers with dependents are 5.5 percentage points less likely to succeed.
Our data also suggest that marriage does not seem to reduce this gender gap
for debtors who filed individually.

Our results suggest that under current bankruptcy law, children with
parents undergoing the bankruptcy process sometimes fall through the cracks.
Changes in law to further assist parents undergoing bankruptcy might level
the disparities we observe.



216 AMERICAN BANKRUPTCY LAW JOURNAL (Vol.99:1 2025)

Appendix
This Appendix focuses primarily on robustness checks.
Al. Heckman Selection Model

Because parents and non-parents have different tendencies to choose
chapter 13 as opposed to chapter 7, selection bias might drive some of our
observed effect. Tables A1 and A2 apply Probit Heckman Selection Models
to the full sample to account for this selection bias. An observation is
“selected” if it is a chapter 13 case. Compared to Tables 3 and 5, the
significance and magnitude of some coefficients are reduced but our main
conclusions remain unchanged.

A2. Weighting by District Size

Table A3 shows the number of observations that we used in the main
analysis, broken out by district. In the main analysis, we gave equal weight
to all observations. Table A4 weights the samples by district so that the effect
of cases from each district on the regression results is proportional to the
actual number of cases filed under chapter 13 between 2016 and 2018. This
method yields a better representation of the national average treatment effect.
The results do not meaningfully differ from Table 3.

A3. Results Using 2016 Data

One potential criticism of this article is that its sample period includes
the COVID-19 pandemic. Because we used the three-year dismissal rate as
the dependent variable for most of our regressions, cases filed in 2017 and
2018 will include three-year windows with outcomes from 2020 and 2021.

However, we only observe outcomes through 2019 for cases filed in
2016. Therefore, we repeated our analysis using only 2016 data. As Table A5
suggests, the main results do not meaningfully change when we use only
2016 data. The economic significance of the parent dummies increases, and
the signs of the coefficients are similar to Table 3, although the statistical
significance is greatly reduced because of the smaller sample size.

Figure A1l is exactly the same as Figure 1 but it uses only cases from
2016. The pandemic did not seem to affect the overall trend for these cases.
Although there is a slight uptick in the last three quarters, presumably due to
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the pandemic, the widening fork does not look much different from Figure 1.

Appendix Tables and Figures

Table A1—Probit Heckman Selection Model (Corresponding to Table 3)

(1) (2) 3)
Coeff. AMargin  Coeff. AMargin ~ Coeft. AMargin
Parent 0.12%* 0.04 0.19%** 0.058 0.00 0.00
(0.048) (0.019) (0.018)
Female -0.09%** -0.018
(0.022)
Not Married -0.03 -0.006
(0.025)
Female x Not Married -0.06%* -0.011
(0.026)
Female x Parent x Not Married 0.16%%* 0.035
(0.031)
Financial Controls No Yes Yes
District Controls Yes Yes Yes
Year Controls Yes Yes Yes
Clustered SE Yes Yes Yes
Number of Observations 79,274 79,274 72,546
Selected Observations 25,324 25,324 23,076

Note:

Sig. Levels: **p <.01, **p <.05, *p < .1.

Clustered standard deviation reported in parentheses.

The dependent variable is a dummy variable that equals 1 if
the case was terminated without a discharge within 3 years
after the filing date. As in Table 3, A Margin is reported in
Column (3) to facilitate interpretation. The controls do not
include average monthly expenses because, owing to its high
correlation with average monthly income, the model cannot
achieve convergence when both variables are included.
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Table A2—Probit Heckman Selection Model (Corresponding to Table 5)

Individual Women Debtors Individual Men Debtors Joint Debtors All
(1 () 3) “4) (%) (6)

Coeff. AMarg. Coeff. Coeff. AMarg. Coeff. Coeff. AMarg. Coeff.

Parent 0.19* 0.06 0.01 0.00 0.10% 0.02
(0.06) (0.04) (0.04)

Not Married -0.05 0.02 0.00 0.00 -0.07 0.02
(0.05) (0.04) (0.24)

Parent x Not Married 0.06 0.02 0.04 0.01 0.21 0.05
(0.06) (0.05) (0.25)

Financial Cont. Yes Yes Yes

District Cont. Yes Yes Yes

Year Cont. Yes Yes Yes

Clustered SE Yes Yes Yes

Number of

Observations 40,437 27,658 22,862

Selected Observations 12,545 8,971 7,566

Note:

Sig. Levels: xxxp < .01, *xp < .05, *p < .1.
Clustered standard deviation reported in parentheses.
The dependent variable is a dummy variable that equals 1 if
the case was terminated without a discharge within 3 years
after the filing date. As in Table 5, A Margin is reported in
Column (3) to facilitate the interpretation. The financial
controls do not include average monthly expenses because,
owing to its high correlation with average monthly income, the
model cannot achieve convergence when both variables are

included.
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Table A3—Number of Observations per District

Original Filing Chapter

District 13 7 Total
AK 80 695 775

CDCA 284 1,043 1,327
CDIL 339 1,575 1,914
CT 269 1,446 1,715
DE 508 979 1,487
EDAR 1,088 842 1,930
EDCA 319 1,495 1,814
EDKY 492 1,380 1,872
EDMI 422 1,447 1,869
EDNC 1,225 668 1,893
EDTN 894 899 1,793
EDTX 739 820 1,559
EDVA 745 1,067 1,812
EDWA 386 1,421 1,807
EDWI 636 1,107 1,743
KS 856 1,052 1,908
MDAL 1,479 474 1,953
MDFL 379 1,273 1,652
MDGA 1,106 771 1,877
MDNC 980 790 1,770
MDTN 964 971 1,935
ME 209 1,567 1,776
MN 339 1,605 1,944
MT 243 1,658 1,901
NDAL 801 893 1,694
NDCA 782 822 1,604
NDFL 270 1,386 1,656

Continued on next page
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Table A3—Continued

Original Filing Chapter

District 13 7 Total
NDGA 704 882 1,586
NDIA 179 1,714 1,893
NDIL 849 919 1,768
NDMS 1,127 769 1,896
NDOH 309 1463 1,772
NDOK 75 835 910

NDTX 839 497 1,336
NDWV 280 1,587 1,867
NE 588 1,238 1,826
NH 419 1389 1,808
NM 175 1618 1,793
NV 252 1419 1,671
OR 204 1,114 1,318
RI 310 1,354 1,664
SC 1,070 767 1,837
SDAL 1,362 584 1,946
SDCA 267 1448 1,715
SDFL 721 976 1,697
SDGA 1,412 470 1,882
SDIA 209 1,682 1,891
SDIL 606 1,254 1,860
SDIN 441 1,161 1,602
SDMS 896 932 1,828
SDNY 332 1,287 1,619
SDOH 557 1388 1,945
SDWV 126 1,562 1,688
VT 234 1,205 1,439

Continued on next page
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Table A3—Continued

Original Filing Chapter

District 13 7 Total
WDAR 789 1,111 1,900
WDLA 1,248 274 1,522
WDMI 393 1,440 1,833
WDMO 571 944 1,515
WDNC 878 951 1,829
WDNY 469 1,309 1,778
WDOK 371 1,493 1,864
WDPA 558 1,159 1,717
WDTX 961 791 1,752
WDWA 461 1,296 1,757
WDWI 317 1,563 1,880
wY 188 1,628 1,816

Total 38,581 75,619 114,200
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Table A4—Main Regressions Using Weighted Data

Logit Coeff. OLS Coeff.
Parent 0.285*** 0.064***
(0.041) (0.009)
Female -0.183*** -0.04***
(0.068) (0.015)
Not Married -0.007 -0.001
(0.064) (0.014)
Female x Not Married -0.164** -0.039**
(0.074) (0.016)
Female x Parent x Not Married 0.21%** 0.048***
(0.068) (0.016)
Financial Characteristics Controls Yes Yes
District Controls Yes Yes
Year Controls Yes Yes
Clustered SE Yes Yes
Number of Observations 23,570 23,570

Note:

Sig. Levels: ***p < .01, **p <.05, *p <.I.

Clustered standard deviation reported in parentheses.

The dependent variable is a dummy variable that equals 1 if
the case was terminated without a discharge within 3 years
after the filing date.
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Table A5—Main Regressions Using 2016 Data

Logit Coeff. OLS Coeff.
Parent 0.343*** 0.079***
(0.07) (0.02)
Female -0.059 0.009
(0.06) (0.02)
Not Married 0.034 -0.013
(0.08) (0.01)
Female x Not Married -0.184* -0.043
(0.1) (0.02)
Female x Parent x Not Married 0.018 0.005
(0.11) (0.02)
Financial Characteristics Controls Yes Yes
District Controls Yes Yes
Year Controls Yes Yes
Clustered SE Yes Yes

Number of Observations 7,951 7,951
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Figure Al. Conditional Dismissal Rate by Quarters After Filing Using 2016 Data
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