LAW, CLASS, AND ENTREPRENEURSHIP. BANKRUPTCY AND DE BT

DISCHARGE IN ENGLAND AND WALES, C.1890-1939.

Paolo Di Martino

School of Arts, Histories and Cultures, UniversiffManchester
Humanities Lime Grove, Oxford Rd.

Manchester M13 9PL

p.dimartino@manchester.ac.uk

Acknowledgement

Although it sounds like the usual cliché, in my e&dsam sincerely indebted to T.
Balderston, F. Carnevali, R. Middleton, B. Millwattie attendants to thessociation
of Business HistoriansAnnual Conference (Nottingham, June 2004) and the
Economic History Societfnnual Conference (Lester, April 2005), and to semrs at
the Department of Economic and Social History, @msity of Glasgow (October
2005), the Department of Economics, University cdndhester (November 2005),
and the Department of Economics, University of Sié@vlay 2007), for comments and
criticisms.

Thanks to the generosity of thechool of Arts, Histories, and Cultured the
University of Manchester, which provided me withndis, Christopher Godden
worked as research assistant for this paper. Umal@rocedure my enormous debt of
gratitude to him could ever been discharged.

None of these people and institutions is respoagdiyl any remaining mistakes.



LAW, CLASS, AND ENTREPRENEURSHIP.
BANKRUPTCY AND DEBT DISCHARGE IN ENGLAND AND WALES,

C.1890-1939.

This paper analyses the functioning of debt digghairocedures in England and
Wales between c. 1890-1939. This study shows thaeneral judges used criteria
provided by the law and their autonomy in the dimecof supporting productive use
of economic resources. The system however was moteqgh and traditional

explanations of British economic decline, suchlasscand geographic divide, plaid a

part.



LAW, CLASS, AND ENTREPRENEURSHIP.
BANKRUPTCY AND DEBT DISCHARGE IN ENGLAND AND WALES,

C.1890-1939.

The role of entrepreneurship in the narrative afdr's alleged economic decline
during the Victorian, Edwardian, and interwar pdsgas at the centre of a long-lasting
debate. In general terms, the argument suggestethéypessimists” is one of
geographic and class separation between the imalustrd commercial middle-class
in the North, and the aristocratic, finance-oriengouth, London in particulafhis
divide — so the argument runs — manifested itselfarious ways: the passiveness and
lack of interest of the credit market for domestidustrial projects, the non-technical
nature of the educational system, and the antirlessi character of the cultural and
moral values of the timk.

Despite the large number of studies supportingiticising this view” the role of

the legal system, in particular the impact of comua law, has attracted relatively

! The historiography on this topic is vast and h@aréummarise in one footnote. Just to quote a few
pillars of the debate, Cain and HopkirBrifish imperialism)provided the concept of “gentlemen
capitalism”, and Elbaum and Lazonickhie Decline)a classic collection on the role of institutional
forces in British decline. On more specific issuéshnedy (hdustrial Structur@ emphasised the limits

of the financial sector, AllenThe British diseageanalysed the distortions in the educational syste
while Wiener English culturg¢ provided a general study of the role of cultuvalues. For a
comprehensive and up-to-date survey, see Nichtiaddrprise and management.”).

2 A general criticism of the very idea of Britishtespreneurial failure can be found in McCloskey and
Sandberg (“From damnation to redemption”), whilenoag many others, Baker and Collins

(Commercial BanRsreclaimed the relative efficiency of British commial banks, and Rubinstein



little attention. For example, in a recent surveytbe problem of entrepreneurial
failure in Britain, the issue of the impact of caany law was only mentioned
regarding its alleged role in constraining inforioatdisclosuré.

In the last two decades a growing body of litemtur economics has stressed that
legal institutions are fundamental for economicvgid emphasizing, among other
elements, the link between personal bankruptcy kEwd entrepreneurship. In
particular debt discharge, by easing the conditiforsrestarting a business after
bankruptcy, is seen as providingeanteincentive to become an entrepreneur.

Both law historians and contemporary observers laagaed that in terms of debt
discharge English bankruptcy legislation betweenl#te Nineteenth century and the
interwar period was probably the most advancechenWestern world. On the one
hand, the discharge option existed (contrary toti@ental European countries), on
the other hand it was much better regulated arettfe than in the US. As compared
to America, English legal procedures, thanks toirtlsructure and the deep
involvement of members of the Board of Tradeere less prone to corruption, and
based on a reliable and complete set of informaéibout the debtors’ conduct of

affairs. Furthermore, contrary to the sketchy U®, I&nglish bankruptcy legislation

(Capitalism, culture, and declipgrovided a substantial re-assessment of theeldighitations and
distortions of the British educational system. Aga much more comprehensive and detailed analysis
of the debate can be found in Nicholas (“Enterpaisé management.”).

% Nicholas (“Enterprise and management.”).

* Beck et al. “Legal Theories”, Laportat al. “Law and Finance”, and Levine “Law, finance and
economic growth”.

® This was the result of the return to “Officialisin’1883. See Lestafictorian Insolvency



established clear and well-conceived criteria whiaktges could rely on, and a wide
set of possible sentences.

Recent contributions by economic and social hiatwihowever, cast doubt on this
rosy picture. The English law left judges substnautonomy and under such
conditions even the least corrupt and best-inforprededure does not guarantee any
pro-entrepreneurship result if judges’ behaviorna in line with this objective.
According to Margot Finn, Paul Johnson, Patrickdeal and others, issues of class,
gender, geographic provenience, and morality imibeel judges’ decisions in a way
that might have generated an anti-entrepreneur’ bias

The aim of this paper is to study the functionirfigdebt discharge procedures in
England and Wales in 1890s-1930s, and to analyath&hor not, and to what extent,
this device was used in a way that supported emnepirship. Also, this paper studies
the impact on these legal procedures of class,rgpbig divide, and cultural elements
which have been at the centre of the debate orsBentrepreneurial failure.

The study is based on information from thendon Gazettewhich is used to test
various hypotheses about the ways the courts aukr&ection | introduces the
conceptual framework. Section Il reviews the histdrdebate on the functioning of
debt discharge procedures in England and Walegio8eltl describes data and

methodology, section IV analyses results, and @edaticoncludes.

DEBT DISCHARGE AND ENTREPRENEURSHIP: THEORETICAL3I®SES

® See Radin “Discharge in Bankruptcy”, Del Marmic faillite and, for a survey, Di Martino
“Approaching disasters”.
" Finn, The character of creditjohnson, “Class law”, Polde, History of the County Coyrand

Rubin, “Law, poverty, and imprisonment for debt”.



In theory, there are three ways in which debt disgh can encourage
entrepreneurship. Firstly, the discharged debtsedothe legal status of “bankrupt”
and is allowed to benefit from much easier condgidor re-starting a busine$s.
Secondly, as a consequence of discharge, shane ohpaid liabilities is “cancelled”,
meaning that earnings from any future activity doabt be claimed for the settlement
of past debts. Finally, discharged debtors arevaitbto keep a certain share of assets
(the so-called “exemption level”) in order to faete the restart of their business.

Empirical studies suggest that the circumstanceterumwhich debt discharge is
granted have two effects. On the one hand, lendEast to “soft” conditions by
increasing interest rates and/or constraining tredpply. On the other hand,
however, the easier the discharge the strongdreiex-anteincentive to become an
entrepreneur, and this effect dominates. Thisasvehboth in a study of European and
North American countries, and in one on differeates in the US.

This analysis, however, fails to address a fundaah@noblem; if debt discharge is
too-easily granted it might encourage speculatioaud, and misbehaviour. This
means that easy discharge increases the numbetrepeeneurs but can affect their
quality and performance. A model of entreprenebediaviour developed by William

Baumol provides a more nuanced analysis of theioaldetween debt discharge and

8 In England the condition of “bankrupt” led to thess of a number of civil rights: being elected in
parliament, being a member of a local authoritycdmeing a solicitor or a corporate manager or
director. In terms of personal business, an undiggd debtor could not obtain credit or start dera
without disclosing to any business partners thetfeat she had run into bankruptcy.

® Armour and Cumming “Bankruptcy law and entrepreskip”, and Wei and White “Personal

Bankruptcy”.



entrepreneurshiff. This model is based on two fundamental points. flitsé one is
that the availability of entrepreneurship is constaver time and space, but its
destination (i.e. the kind of field in which entrepeurs decide to operate) is not.
Developing the classical Schumpeter argument, Bawmggests that entrepreneurs
can be “productive”, i.e. committing to activitiedble to contribute to growth, or
destructive (or “unproductive”), in other words ogeng in fields (from rent-seeking
to illegal businesses) having a negative (or atlaautral) impact on macroeconomic
performance. The second point is that entreprehgurs channelled towards one of
the two alternatives by what Baumol calls the “subé the game - the reward structure
of the economy™! in other words the whole set of laws, rules, coieas, and habits
characterising any existing society.

Baumol’s study provides an extremely fruitful franoek for the analysis of debt
discharge and its impact on entrepreneurship. Tdr@rgy point is that in capitalistic
economic systems insolvency and failure are linkethe inherently risky nature of
business activity and they are to a large exteatoidable. However, operating in the
three ways described in the introduction, dischaygen “rewards” (to use Baumol’'s
jargon) entrepreneurs by limiting the negagxepostimpact of bankruptcy.

Positive as it is for entrepreneurship in genemikcharge can encourage
destructive entrepreneurship - in the form of prongpultra-risky business, financial
speculation, or illegal/fraudulent activities — d&he expense of productive
entrepreneurship. This happens if the claimantesdoot of affairs and level of

competence is not closely scrutinised. In suchtwason, in fact, unconditional and

2 Baumol, “Entrepreneurship”.

2 bid., p. 894.



free discharge would offer an incentive to run aultemunerative business (often
associated with speculation and other illegal #e#s) without taking into account the
extra risk of failure. In this case, to use Oliart’'s language, debt discharge would
simply reduce the ex-ante constraining role assettiavith debt contracts or, as

Max Radin pointed out about the US:

“Men do not engage in transactions with the delibeintention of slipping out from them through
the intervention of the bankruptcy courts. But #mowledge that these courts are there and that
discharge is easily procurable and the observatidgts extreme frequency about them, can scarcely d
other than stimulate speculative nature...in otherdaiothe rewards of business inefficiency are too

high.”ls

Thus debt discharge promotes entrepreneurship mergke but it supports what
Baumol defines “productive” entrepreneurship ofilgdsociated with counterbalances
and efficient screening devices, in order thatdenisolutions are only allowed to
debtors who deserve it. Ideally, then, proceduhesilsl be well informed, and criteria
of selection should include the evaluation of techincompetence, the relevance of
the sector in which debtors operate, personal hypnasd so on. On the other hand, in
order for this institution to be entrepreneur-sutige, “moral” considerations about
the claimant must be included only as long as peislbehaviour directly impacts on
professional life. Elements such as sexual oriemtabbservation of religious codes,
or even past criminal records if not connected uoent business activity, do not

imply that agents with these characteristics aresseventrepreneurs than others.

12 Hart, Firms, Contracts

13 Radin, “Discharge in Bankruptcy”, p. 42



In evaluating the support of debt discharge to dpadive” entrepreneurship there
is another fundamental dimension that must be densd, the one of consistency.
Even if, on paper, debt discharge procedures asedban reliable information and
“sound” criteria, a problem remains if, in practisentences are inconsistent. If this is
the case, economic agents get the message thabé#reviour and performance are
only one element in the judgment so that ultrayisspeculative, illegal activities
could be encouraged. Inconsistency can be thet refsatbitrary moral considerations
as well as the effect of bias generated by classpersonal connections inside

institutions, and the lack of professionalism ia tourts.

HISTORIOGRAPHY, ISSUES AND DEBATES

Historical accounts and contemporary analyses suigbat, in the period under
study* the English bankruptcy law achieved very efficidebt discharge norms and
procedures. According to both continental Europead American scholars, the
English system had reached a balabegveen French law-based countries such as
France herself, Belgium or Italy (where dischargep$y did not exist) and the US
which lacked efficient mechanisms of selection aghdaimants and flexibility in the
sentences, conditions that exposed debt dischaigsegrings to exploitation by
debtors'® The successful structure of the English systenedetin two main factors;

“officialism” of bankruptcy procedures in generahd the sophistication of the debt

% During the period under examination, three subseglaws regulated debt discharge: Bankruptcy
Act 1890 (53, 54 Victoria, c. 71), Bankruptcy Ac®14 (4, 5 George V, c. 47), and Bankruptcy
Amendment Act 1926 (16, 17 George V, c. 7). Untiifferently specified, the analysis on this section
refers to principles and norms common to the thts.

15 Boshkoff, “Limited, conditional, and suspendedctisrge” .



discharge mechanism more specifically. Since tH&3I&form, “officialism” meant
that members of the Board of Traa#ficial receiver$ were in charge of bankruptcy
procedures or at least deeply involved in thempanticular, receiversran official
inquiries that provided accurate information abth# debtor's conduct of affair,
commitment, and technical skills. The results @sthenquiries were fundamental for
the debtor’'s destiny in terms of, for example, geallowed a friendly compromise
with creditors, instead of facing the more unpleasaonsequences of bankruptcy
procedure. Therefore debtors had incentives to&ade and, because the information
they provided was double-checked in a meeting wetéditors and the official
receivers [gublic examinatio)y little incentive to cheat. This collection ofluable
and reliable information, including records of fhgblic examination, represented the
basis also for judges’ decisions about debt diggHarAccording to contemporary
scholars, this element gave a fantastic advantatetEnglish proceduré.

The sophisticated structure of law provided theeothlement of comparative
strength. As a result of the 1898 bankruptcy lave, US courts could only decide
between granting unconditional discharge or simgénying it, but the English
counterparts could also suspend discharge for iablarlength of time or grant it
conditional on the future or immediate payment qoation of past debt. Courts had
total discretion about final decisions, but the kestablished an explicit set of criteria

(called “facts” in the law jargon) on which to babe decision (criteria are listed in

16 Clause 26 of the 1914 law stated: “the [dischamyslication shall not be heard until the public
examination of the bankrupt is concluded ... On tharimg of the application the court shall take into
consideration a report of the official receivert@ashe bankrupt’'s conduct of affairs.” Subsequemts
did not alter these principles.

7 See in particular Del Marmala faillite.
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the appendix).The existence and the characteristics of theseerieritfurther
strengthened the English system. In general, banhldabtors were insulated from
possible biases deriving from their past criminatard, by stating that criminal
offences mattered only as long as they directlyceamed the bankruptcy itself. More
importantly, some of the “facts” related to debtaeshnical ability and commitment,
rather than to moral principles. For example, trability to guarantee the payment of
50 per cent of debts, a very widespread problemngnb@ankrupts, can be seen as the
symptom of lack of skills and not necessarily tlsuft of fraudulent behavior.
Furthermore, this specific fact was not taken iatgount if it was possible for the
debtor to prove that the problem was due to cir¢antes outside her control. If so
the “honest, but purely unfortunate, debtor will be granted a discharge in
accordance with the provision governing “normal’sest, i.e. he could obtain an
unconditional and immediate discharg&Other relatively “technical” facts related to
problems such as having being bankrupted befotbeomaccuracy of bookkeeping.
Other facts concerned the honesty of the persmy fibr discharge, but they referred
more to “business” dimensions of morality: unduef@rence given to some creditor;
not being able to account for any loss of asseddijrg after knowing to be insolvent;
contracting debts without any expectation to be @ablrepay it; increasing creditors’
expenses via “frivolous or vexatious defense”; miag liabilities in order to
artificially increase assets up to 50 per centatftd; committing frauds.
Contemporary scholars believed that the abilityhef English system to take into
account “technical” elements alongside the assessofedebtors’ “moral” behavior

was the most relevant difference from the Amerisgstem, and the source of higher

18 FletcherLaw of bankruptcyp. 294.
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comparative efficiency”® During the 1930s, Radin emphasized this point i® h
criticism of the American procedure. “Of one thing’Radin wrote — “we may be

sure. We shall not make discharge less frequentdsgasing the criminal or punitive

provisions against fraudulent practicesAccording to Radin the solution was, in
fact, to look at the English procedure where “idiidn to the offences which are

really obnoxious or criminal penalties, dischargeaafused - or at any rate may be
refused - ...for inefficiency, recklessness, and eskezer incompetencé’

However the English law was not totally free froangering to the public morality
of the time?* The clearest example of this tendency is the matirfactf (see
appendix), which contemplates the case in whicle fankrupt has brought on, or
contributed to, his bankruptcy by rash and hazesdpeculations, or by unjustifiable
extravagance of living, or by gambling, or by culjganeglect of his business affairs.”
Although this criterion clearly addresses technisalies, the specific emphasis on

elements such as gambling can be seen as a red¢oegeneral moral principles.

¥ The American law was based on seven criteria, mbsthich simply indicated the presence of a
fraud or, at least, the attempt of committing olmterestingly enough, however, American law also
considered having been discharged in the previugesrs a reason for denying discharge, in order t
stress the idea that discharge was an exceptionditon, not the expected and natural consequehce
bankruptcy procedure. (see Maclachldandbook of the Lawp. 92)

2 Radin “Discharge in Bankruptcy”, p. 43.

2 bid., p. 44.

22 According to Fletcher.aw of bankruptcy[facts] “are formulated so as to denote thoseisgeof
conduct which exemplify the distinction between thmnest” bankrupt and the “culpable” one,
employing the latter term in the broadest senst wiference to the public and commercial morality

and good sense in the conduct of one’s financfalraf (p. 292)

12



To conclude, according to scholars of the time, #ficient collection of
information, the uncorrupted nature of procedure] the sophisticated structure of
criteria provided by bankruptcy law, were the magivantages of the English system.

This reassuring picture, however, does not take actcount one important aspect
of the story. English bankruptcy law defined diffiet possible outcomes of discharge
proceedings (immediate, suspended, conditionaliedgmand a precise set of criteria
but, apart from one exceptional caSat established no relation whatsoever between
the two. Furthermore the statutory facts “stroriguence courts®, but they were
by no means the only element that judges were s@gp take into account. General
considerations about the nature of claimants, thirmgences in which bankruptcy
occurred, and so on, were all allowed to play & parother words, as law historians
pointed out, discharge decisions involved “the eiserof an extraordinary amount of
discretion”?” therefore the judges’ ability and willingness tgpport entrepreneurship
was pivotal.

Understanding the forces that shaped and chantigedse of such an enormous
discretionary power thus became the key issuedraisessment of the functioning of
debt discharge mechanisms. According to Fletchetereal considerations were

supposed to go in the “correct” direction, as amotigpr criteria “it may be logically

inferred from the overall purposes attaching to bamkruptcy law that the court

% Immediate discharge should have been automatiedltyved unless one single criterion was not
respected.
24 Boshkoff, “Limited, conditional, and suspendedctimrge”, p. 84.

% |bid., p. 89.
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should [have been] mindful of such questions as debtor's suitability to
recommence tradind®

Other historians, however, have cast doubt on lthiéyaof the English system to
consistently foster “productive” entrepreneurialiaty. The general argument is that
despite the increasingly efficiency-oriented chtaof the formal aspects of law and
procedure, at least until WWI, issues of gendexssland morality still permeated the
reality of debt-credit relations to an extent tauld not have left the working of
courts unaffected. According to Margot Finn, thed to a “conflict between common
law and equitable conceptions of justice [whichpvwed pivotal importance in English
small claims litigation.?” Furthermore, contrary to established views theagsst the
growing dominance of common law, the author alsowsd the existence of “a
pattern of legal evolution in which the equitabtensiderations that informed petty
debt litigation gradually transformed legal praetio the superior courts of common
law.”?®

This latitude in the implementation of common-layok different forms. In terms
of class bias, in a seminal contribution Johnsanalestrated that Victorian civil law
encapsulated middle-class values and that, degpmtéormally neutral and market-
oriented approach of legal reforms, de facto itestéd prejudice about the “latent

fecklessness and immorality of manual workéPsThis feature was evident in the

implementation of bankruptcy law, in particulartive fact that while bankruptcy law

% Fletcher,Law of bankruptcypp. 289-90, quoted by Boshkoff, “Limited, condital, and suspended
discharge”, p. 90.

2" Finn, The character of credip. 14

% |bid., p. 15

2 Johnson, “Class law”, p. 147.
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was made available to non-traders in order to lealthy debtors benefit from a
tolerant legislation (instead of being subject he@ tmuch stricter insolvency law),
decisions about small debts — therefore about tloegst class of debtors — remained
unjustifiably strict, if not openly vindictivé’> Along similar lines, Gerry Rubin
showed that the practical implementation of therisgmment for debt law meant that
working class debtors were de facto jailed evearafte formal abolition of the law
itself.>* Finn has qualified these points by arguing thafact, judges used equitable
considerations also in the direction of mitigatihg harshness of law towards poor
debtors. Still the idea of a strong influence oéssl in the implementation of
bankruptcy law remains an element to be examirfethel courts looked at debtors’
class, that might introduce an element of struttureonsistency in the decision-
making process. Also, in the upper class (whicluohes judges) we are expecting to
find a relatively lower number of agents involved commercial and industrial
activities. Under these circumstances a class gicgumeant that a softer hand might
have been used to deal with ordinary speculatodsgambler as compared to the
tougher approach applied to risk-taking “productieeonomic agent¥’

Class-bias can be seen as a specific example ahtiie general persistency of
cultural elements impacting on courts’ decisionsthis regard, Finn also showed that
women tended to be seen as different kind of depteading to the hypothesis that a
further element of arbitrary inconsistency coulddh@ermeated the decisions about

debt discharge.

% Johnson, “Creditors, Debtors, and the Law”.
31 Rubin, “Law, poverty, and imprisonment for debt”.
32 Including cases of judges themselves, “a circunustahat could moderate their zeal for the letfer o

the law of contract” (FinnThe character of creditl01)

15



If class and gender bias can be seen as partufusat attitude, another even more
general aspect deserves attention. The issue &flgany has always been a moral as
well as a technical problem. Accounts of the histdrevolution of bankruptcy and
insolvency laws have suggested that only in Nimgteeentury England the efficiency
issue started to prevail over the moral condemnatib insolvency as a sign of
dishonesty and incompeteniteThis led to a divergence between the spirit efldw
and the public “moralistic” view of debts and insshcy. Although, according to
Finn, public support for tough sentences for inentvdebtors was far from
monolithic, it seems that lawmakers’ relatively it intention might have differ
from the public attitude. In terms of the evaluatmf debt discharge procedures, the
issue is to understand how much of the generalpdisaal of insolvent debtors
spilled over into the actual approach in legal sages the analysis of criteria already
showed, the transition towards “pure” technicalnedats of judgment was not
complete, and “facts” still contained elements paimd) to both the general and
“business” sense of morality. Furthermore ther@ascertainty about the degree of
support that judges might have given to such asitian and hence about how far
moral disapproval of debts and bankruptcy still vared in the practical
implementation of the law.

The idea that class, gender, and morality issufestefl judges’ views and the
courts’ functioning, leads to a further problem.Uandon debt discharge was the
responsibility of the High Court, while in the proges it was administered by judges

operating in county courts, a system of local tnéls that was set up after the 1846

33 On this transformation, see DuBankruptcy and Insolven@nd LesteWictorian Insolvency
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reforms of small debt cas&sHistorians have suggested that the functioningpohty
courts was very different from the way the High @ooperated. In generathe
established view suggests that during the periateuanalysis county courts never
reached the level of professionalism and efficietheyt characterized the High Court
and their working was never completely satisfactdtySimilarly, Finn emphasizes
that county courts were at the forefront of the abealiscretional criteria; in other
words inconsistency is expected to be more relevariside the London area.
However one aspect of the (alleged) arbitrarindsth® working of county courts
might have meant a stronger support to entreprenég Polden pointed out, the
lower prestige and status associated with the appents to county courts vis-a-vis
London affected the social background of judgesh whe result that, among other
professions, commercial and manufacturing sectovgrpssively took the place left
free by aristocrats and army officéfsThis meant that in county courts entrepreneurs
were judged by their peers to an extent that wasmiawmn in London. It is therefore
arguable that the “latitude” characterizing couayrts might also have been used to
provide an extra support to entrepreneurial rigkAgagents.

To sum up, contemporary observers stressed the arathye advantages of

English laws and procedure in terms of efficienog dairness. At the same time,

3 See Poldem History of the County Court

% See Smith, “The Resurgent” and PoldarHistory of the County Court

% “The county court bench never carried anything kike same prestige as the superior courts — it was
not so much a lower division as a lesser leaguolden,A History of the County Courp. 243) and
“One of the expected changes in the parentagedgfegi over time has been the decline of the landed
interest, the clergy and the armed forces... Theicasgors came sometimes from commercial and (less

commonly) manufacturing background.” (Ibid., p. 265

17



historians emphasize the existence of problemgassdible biases in the way judges
operated, therefore casting doubts on their actaasistency and ability to support
entrepreneurship. In the following sections we tastse different hypotheses using

guantitative analysis.

DATA AND METHODOLOGY

In this study we use information on discharge memriprovided by the London
Gazette (LG), for the following benchmark years:9384; 1912/13; 1924/25;
1934/35%" Twice a week, the LG reported the outcome of ditharge hearings. On
average every year about 700-1300 cases were sgtushich in our sample makes
a total of 7480 observations. A typical report utgs: name of the applicant, address,
gender, job or occupation, date of the decisionytcm charge, sentence given, and
“facts” the sentence was based on. A summary ofi#it@ set is provided in Table 1.

The methodology consists of a set of regressionghich the degree of toughness
of sentences represents the dependent variablesumeelaaccording to the nature of
available data. In models 1 and 2 we provide a veEygh measure simply
differentiating among three possible outcomes: intate discharge, suspended or
conditional, denied. Suspended and conditionahdigges are used as an homogenous

outcome as there is no reasonable way of creatprggressive rank of toughness by

37 Debt discharge procedures closed in these yearsumposed to relate to cases of bankruptcy started
about two years before (it took about one yeatHerbankruptcy procedure to be closed, plus aaimil
length of time was necessary for courts to decjatenuequest for discharge). Taking that into actoun
the rationale for focusing on those benchmark yésrto avoid phases of remarkable economic
turbulence, in other words to analyse “normal” geafhe years 1934-35 have been included on

purpose in order to compare judges’ behaviour mdgime to their attitude during critical periods.
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mixing timing of suspension and payment of monéer@ is no possibility, for
example, of establishing whether being suspendedhiee years was necessarily
better or worse than having an immediate dischargeconditional to paying, say,
£200). This is a crude measure, also because ahffeeasons dictated granting a
suspended or a conditional dischatgbut on the other hand this is the only feasible
way of using the whole set of data. A more preaisalysis is conducted by limiting
the data set to the cases of suspended dischaogkelgr3.1 and 3.2), as in this case
various outcomes can be consistently ordered mg@f months of suspension.
Models 1, 2, and 3.1 are used to evaluate theptaleed by the statutory facts, the
possible impact of moral and social elements, aniggs’ consistency in general. It
would be useful to know whether or not an establistmodel” of behavior existed,
in terms of the relative weight given to generalt&enal” considerations vis-a-vis the
statutory “facts”. Ideally we would also like to &aw whether or not there was any
codified ranking of the various criteria, or anaddished relation between the facts
(their number and/or their kind) and sentences.vwing such a model, it would be
possible to quantify the adherence to it. Unfortalyaqualitative information about
the proceedings is scarce. The analysis of sixifg=sathat took place in the 1970s,
provided by Douglas Boshckoff, reveals that a wgrief elements, including
compassion for debtors’ health conditions, playgzhd alongside the analysis of the
statutory facts. However, given the low number ades, it is impossible to infer any

precise rule about the relative importance of dé#ife components. What seems to

3 Conditional discharge was seen primarily as a gayroollection device, while suspended discharge
was more of an instrument to disciple debtors. (Bof, “Limited, conditional, and suspended
discharge”, pp. 73-4.)

% Ibid., pp. 95-103.
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be the case, however, from Boshkoff's study is that nature of external elements
included in the decision, and the frequency withclwhthey were used, were very
arbitrary. In terms of the relative importance oferia and their link to sentences, the
only clear-cut case concerns immediate and undondit discharge; this was
supposed to be allowed unless the claimant hadespected one or more facts. In no
other cases can anything be inferred from the a0 there is very little in the legal
literature. As far as the “facts” are concernedijrat glance, some seem to be more
important than others. Having being bankrupt beforegiving undue preference to
some creditor (thus not respecting one of the vatipnales for the existence of
bankruptcy law) appear more relevant than, say, keefping the books correctly,
especially if this was due to negligence rathentt@mfraud. However, there is very
little evidence that judges took these considengtianto account. If anything,
Boshkoff suggests the opposite: “the failure topkpeoper books and continuing to
trade after knowledge of insolvency [were] regardeaspecially serious fact.1t is
also possible that judges took in consideratiorcifipecombinations of facts rather
than just their number. A few traces of this pnoheican be found in Fletcher, who
suggests “a logical interrelation” between keepghgbooks, being able to account for
any loss of assets, trading after being insolviecyrring debts without being sure to
be able to pay, and guarantee 50 per cent of gelds On the other hand, fadisnd

c (see appendix) could have been considered asawas fof the same coin, therefore

“Olbid., p. 85.
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probably accounting as one single offefiteThis, however, is not enough to argue
that judges operated on the basis of a clear-tignse.

Although it is plausible to argue that judges ptiipdad some more sophisticated
scheme in mind, we use a simple model measuringrisgwf sentences against the
number of legal “facts” claimants did not respeatsee whether or not disrespect of a
growing number of criteria consistently matchedmsgyer sentences.

To test the hypothesis of a different degree atiefficy of various courts, eourt
proxy has been constructed by separating sentéaceled down by the London High
Court from decisions taken in all other codftshis variable is rather crude, as it
considers as homogeneous, courts which were prpbelihracterized by very
different degrees of efficiency. Courts such asBmmingham or the Manchester one,
for instance, were much more established and (sioiesl than the smaller towns’
tribunals. However, as it is hard to find a cleecdminatory device among various
county courts, a more complex proxy would be evemenarbitrary than the simple
division London — outside London.

Other dummy variables control for the social stafislaimants gtatug,*® their

gender gender in which female equals 1 and male @)isconduct during the

*1 “The combination of the obligation to keep propenks and the prohibition against trading with
knowledge of insolvency will generally ensure thaperson who has traded when actually insolvent
will be penalised on at least one of these two gisu’ Fletcherl.aw of bankruptcyp. 293.

*2 This variable assumes value = 1 in case of HighrCand 0 in all other cases.

3 The “status” proxy (“high” status =1) includes tf@lowing categories (when known): Doctors,
surgeons, medical practitioner, bachelor of medicidoctor in medicine, dentist, and chemist.
Gentleman and peers. Army officers. Barrister aolitisor. financier, stock broker (stock-exchange
broker or agent), member of the London stock maffikencial agent. The numeric breakdown is as

follows: High = 314; Normal = 6669; Unknown = 497.
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bankruptcy procedures (for example not cooperatiitly the official receiver, giving
false information, etc)! and the year in which decisions have been takethd data
sample the years 1934 and 1935 contain the analf/siases where insolvency was
also the result of the exceptionally poor econoauinditions of the early 1930s. We
are interested to see whether or not judges toiskeflement into account and, as a
consequence, had a relatively softer touch. Taotltesthypothesis, arisis dummy has
been constructed, where 1934 and 1935 take valaedlall the other years value 0.
Finally, in order to test for the persistency oé tmoral bias, model 3.2 uses as
independent variables a series of proxies indigatie lack of respect for each single
statutory fact. This allows considering the relatimpact of various criteria reflecting,
to different degrees, “moral” principles and/orct@ical” considerations. In particular
we are interested at looking at the relative imguace of fact (speculation, gambling,
culpable neglect), the one that can most closdlgatethe persistency of a “moral”
bias®® Although this measure of the moral bias is famfrperfect, it is the only
possible way of quantifying the impact of an eletrtbat, otherwise, would remained

unobservable.

RESULTS
The first model (1) is a binatggit regression. The dependent varialagréevr)
is a proxy in which immediate and unconditionakctisrge (which takes value 1 when

granted) represents one condition, and all othetesees the other one. In order to

#4 Claimants’ misconduct was part of the recordedrimfation. The proxy “misconduct” associates the
value 1 to these cases.
*5 Some indication about the relative high significarof fact “f” can be found in the literature, for

example in Fletchet,aw of bankruptcyp. 293.
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test for the adherence to the formal requirementleolaw, one independent variable
(Critdummy incorporates the hypothesis that the number ofnegpected facts is
different from O; that is al least one statutonyecion unmet. It is important to remark
that this is the only link between “behaviour” asehtence that the law clearly stated
and decisions were supposed not to be influenceath®r considerations. To control
for the impact of observable external elementsxipsofor gender, status, court, and
crisis are added to the model.

This model shows a strong negative correlation betwthe dependent variable
dgrsevrland the proxyCritdummy while all other variables (apart from “crisis™ea
not significant. These results suggest that detssabout immediate discharge were
determined by the claimants’ conduct, and not arilted by elements of distortion
such as their gender or status. In terms of passihpact of different courts, no
significant effect can be noticed. Misconduct dgrivankruptcy procedures seems to
be irrelevant to the decision, although this resuilght simply reflect the very low
number of cases of improper conduct in the sanipterestingly, during the 1930s
courts were less prone to grant immediate disch@mig@s has a negative sign and is
significant).

In conclusion, with the exception of thasis variable, the significance and sign of
the proxy measuring the adherence to law critama, the lack of significance of all
other variables, indicate that the “market” recditlee “correct” message. Whether or
not this signal was also consistently given, isfieient question. Consistency can be
measured by looking at the pselR®of the regression, which indicates how much of
the decisions is explained by variables includetheamodel and how much is left to

be explained by external elements that, as the dkshnalysis shows, are supposed
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to have been subject to a high degree of arbigasfi In this case, however, no
meaningful conclusion can be reach, as it radiagdiignges according to the measure
of pseuddR2 one decides to adopt.

Having assessed the way in which the best bankdaptors were treated, the
following step is to look at the opposite side loé tsample’s spectrum, to see what
influenced the courts’ decision to grant a suspeéfmaditional discharge instead of
simply denying it. This way we assess the way imnctvithe very worse segment of the
sample (debtors who were denied discharge) wastedlérom the rest. To analyse
this issue we use model 2, a bindogit regression whose dependent variable
(Dgrsevl differentiates between conditional or suspendedhdigge (= 0) versus
denied (= 1) discharge, includes all control vdeabof model 1, and as the main
explanatory variable uses the number of non-respderts ¢riteria).

As compared to 1, model 2 reveals a more compleisid@-making process.
Elements such as misconduct, status and courtagllgopart, and so does the “crisis”
dummy which goes in the opposite direction to mddélhe statistical significance of
misconductand its positive sign are somehow self-explanat@steris paribus
misbehaviour during procedures led to a higher chasf discharge being denied),
while court and statusare not. For some reason London judges tende@ tmdre
reluctant to deny discharge than their colleagugside in the provinces, a result that

is not particularly revealinger se but that is interesting when compared to the

“6 Note that in this model the pseudo R2 does notamr@once non-significant variables are dropped.
*" The principles behintogit regressions do not allow to directly calculatihg R2 as it is the case for
OLS. However, using different methodologies canvp® various pseudo measures. In this case

different methods (Cox & Snell and Nagelkerke) lémdpposite results (0.24 versus 0.8).
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findings of models 2 (see further down in the pap€he positive sign of thstatus
proxy is the most surprising result as it means$ fiegonging to a high status made
claimants more likely to be denied a discharge.

In terms of the quality of the signal given to tinearket”, this model supports the
findings of model 1; a better behaviour matched aremlenient sentence, the
claimant’s gender did not impact on the decisioperating in period of crisis
(therefore in a inner riskier environment) had aifpee impact, and belonging to the
“productive” section of the society gave a furthevantage. As in model 1, a further
issue is to consider how consistently this messege and how important elements
external to the model were. In this case whatewegisure of pseudd2 we consider,
it appears to be extremely low, at first glancegasging that adherence to the law,
and factors such as gender, status, and crisisciegbdttle, leaving to external forces
a big play. In fact, it is very likely that the medsuffers from problems of
specification, in particular because suspended emwditional discharges were
inspired by very different principles. Regarding tissue of the general level of
consistency, it is worth mentioning again the fdet various courts seem to have
operated differently. To analyse this point furtherodel 2 is run differentiating
between High Court2@) and county court2p). The results are interesting, as we can
notice that it is only in the High Court thatisis is significant!® but also that in this
tribunal thestatusis not significant anymore. This means that ohly High Court

surely rewarded economic agents for operatingskier periods, but also that the anti

high-status bias was fully located in county caurts

8 The “crisis” proxy, however, becomes significanitce the 5 per cent interval of confidence is

increased by a mere 0.3 per cent.
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However revealing, models 1 and 2 only deal withelatively low number of
cases. Model 3.1 provides a more precise testdkirlg at the relation between the
number of months of suspension in case of delayscharge Dgrsev3)and the
number of criteria that were not respected. The ehatbo controls for misconduct
during bankruptcy procedure, gender and statutaohants, court in charge, and year
of decision. This model, an OLS regression, ig fstimated for the whole sample,
and then run differentiating between High Courii&B.and county courts (3L The
sign and high significance of the coefficients ottb“criteria” and of the proxy for
misconduct meant that the “better” the bankrupteshdviour, the “softer” the
treatment. More specifically, each non-respectédrarn increased the suspension by
about 3 months, and “improper” behavior during pohae added another 9 months to
the sentence. Sign and significance (or lack oficosis”, “status”, and “gender” are
in line with the findings of model 2. Combined ttiger these results show that, again,
the market was given the “correct” signal. Estdiaig how consistent decisions were
implies, again, the analysis of the adjusi Even if less severe than in model 2,
problems of misspecification might exist. In pautar the proxy for the adherence to
the law only measures the number of non respectadtary facts, not taking into
account their relative weight, possible compositeifects, and so on. With these
caveats in mind, the fact that a rough superimposedel explains about 40 per cent
of the variability of decisions can be seen asdigm of a relatively high level of
consistency.

Shortcomings, however, surface too. In particulae High Court’'s sentences
proved to be stricter despite, as appeared fromemddcounty courts being less
generous than London when it came to denying digehal'his seems to suggest a

general level of systemic inconsistency generatedlifierent behaviors in London

26



and outside, although this represents a margiradll@m unless we suppose that the
average entrepreneur freely and frequently chahgeation moving in and out the
area subject to the London court supervision.

The problem of different behaviour of various ceurhowever, becomes more
relevant if county courts proved to be less coasisthan London, because of lack of
communication in the system (i.e. different cowperating with different criteria),
higher reliance of more arguable principles suclgasder and status, or stronger
impact of external unobservable elements. In o@é&r@ve a more precise view of the
differences between London and the rest of the tcpumodels 3.1a and 3.1b run the
same regression in the two contexts. The firsedeffice we can spotted is the measure
of the adjustedR2 which is higher in London and suggests that eithe overall
impact of external elements increased outside dpéat, or that our abstract model of
consistency is less a good proxy of the behavidwanoheterogeneous set of courts,
than of one single institution (LondofY)The latter interpretation would confirm the
presence of “systemic” problem, in terms of cooatiion of various institutions, a less
severe problem because it would surface only foseheconomic agents who tended
to often change the location of their business. fDnmer interpretation would reveal

a more serious situation as it would mean that gocourts have taken more arguable

9 Our model is based on a linear relation betweemtimber of criteria and sentences, and does not
take into account threshold effects in this relatipossible composition effects (i.e. more than faice
considered as a single one), the different relatevance of various criteria and so on. If wauass

that in fact these factors might have been impoitathe courts’ decisions, it is also possiblestggest
that each single court had an idiosyncratic apgrdacthese factors. It follows that in the case of

London we use an abstract proxy to assess thestemsy in the implementation of one real but
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criteria into account. Looking at various explamgteariables is a way of assessing
whether or not this was the case. In this regasdjifierence can be spotted in terms
of the impact ofcrisis (negative and significant in both cases) gander (not
significant), while thestatusproxy appears to be significant only in county nt®u
However, rather than signalling any extravaganddénfunctioning of county courts,
this result means that the alleged pro-entrepremgpiroach of the system was, in fact,
totally located outside London.

The last set of models we analyse is 3.2 which éx@snthe length of suspension
(in months) in relation to the kind of criteria tledaimants did not respect (rather than
their number), using the same elements as in m@debs control variables. This
model reveals judge&x-postpreferences indicating what criteria they look rad ¢he
relative weight given to each one. However it camdly be used to control for
consistency, as we do not know what kind of modelr{y) judges might have had in
mind (i.e. whether or not there was an ex-antebésked ranking among various
criteria) and therefore there is no way to asshesdegree of consistency in the
application of this hypothetical model.

Model 3.2, however, is useful in other ways; firsth indirectly assessing the
goodness of 3.1. What appears is that not all r@itare significant I{ is never
significant, whilej is automatically dropped) and that different crétehad a very
different impact on the final decision. This confg that model 3.1, based on the
number of non-respected criteria, is in fact a venygh approximation of judges’

actual behaviour, therefore a very high R2 caneaelasonably expected.

unobservable model, while in the case of countytsone are using a proxy to assess the consistency

of a number of different unobservable models.
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The relative degree of impact of various criteren cbe used to analyse the
hypothesis of the persistency of a moral bias anjodges. As we noticed, among
various factsf seems to be the one that more than any otherionteeflected the
tribute paid by the popular sense of morality rathean to the business ethic.
Criterion f is significant and ranks fourth in terms of impashowing that its
contribution was not negligible. The rankfathanges from 3.2a to 3.2b, being higher
in county courts (third), than in the High Couiiftff). This confirms the problem of
systemic inconsistency noticed before, but alssdldd evidence that the moral bias,

if any, was stronger in county courts.

CONCLUSIONS

This paper shows that, at a general level, respptaiw’s formal principles paid-
off; in all models proxies measuring the adhereldaw are strongly significant and
their sign always indicates that “behaving” ledstifter sentences. Interestingly, the
system also shows elasticity in considering theegdnmacroeconomic conditions
under which insolvency emerges: in all models bufadd potentially in 3.1b) it
appears thateteris paribusjudges in the 1930s had a softer touch than ynosmer
period. Another observable element (gender) remef®rthe idea of consistency and
lack of bias: in a deeply male-based society beaitgankrupt woman did not lead to
any different treatment. The analysis of class atadus, further possible elements
leading to anti-entrepreneurship bias, provideshbst surprising results. Contrary to
the expected pro-class bias, models show that Ietétus agents got a preferential

treatment.
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The degree of consistency in which this positivgnal was provided is harder to
establish, afk2 of various models are not easy to interpret. Asafamodel one is
concerned, the assessment varies enormously degenliwhich measure of pseudo
R2 is used, while models 2 and 3.1 are open tpithielem of the dependent variables
(although responding to a theoretical idea of iracy) being rough superimposed
proxies of judges’ actual (unobservable) modelsedfaviour. This said, at least in the
case of model 3.1 we are inclined to argue thaRbe high enough as to suggest a
high degree of consistency.

These positive elements, however, are not enoughytdhat English entrepreneurs
relied on a perfect debt discharge system. Firgdllpfall models show that R2 and
pseudo R2 are consistently higher in the High Court than daunty courts.
Notwithstanding the limits of the data, this imglithat at a national level coherent
and shared norms of behaviour failed to be estaalisThe extent of this problem,
however, depends on assumption about agents’ nyol&k long as economic activity
was relatively geographically-stable the impacsydtemic inconsistency was limited;
little would have interested a Norwich builder gextha two-year suspended discharge
to know that a colleague in Yeovil was dischargéi@raone year despite having
disrespected the same criteria. Different is theeoaf, say, a commercial traveller
operating in various areas.

The problem of different behaviour of county couig-a-vis the London one has a
more important dimension to be investigated. Asgested by the historiography,
county courts were supposed to be less professathladhering less closely to the
principles of common law, leaving wider scope fororal, gender or class
considerations. Considering the potential detrirmlertffect of such elements for

entrepreneurship, the risk is that the county ceystem could have counterbalanced
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the positive role played by London. In terms of aldrias, results indicate that the
least-technical criterion of decisiof) (nade an impact on decisions, but certainly this
was more remarkable outside London than in thet@lapn both cases, having given
undue precedence to a creditor could have beenngsstant than having a bet on
the horses or having led an extravagant life. Whild_ondon failing “to account
satisfactorily for loss of assets or deficiencyae$ets to meet his liabilities” was more
relevant than lifestyle, this was not necessahly tase outside the capital. In other
words, as far as we can trust the significanceraedning of the nature of criteridn
we can conclude that procedures were to an extéanenced by moral principles, but
it was more so in county courts. On the other h#melstatusproxy is significant (and
with the “right” sign) only in county courts shovgrthat they paid no lip service to
social status, indirectly benefiting agents invdlviem productive use of financial
resources. Our interpretation is that, followinddea, a different social composition
of county courts allowed entrepreneurs to be judgetheir peers to a larger extent
than in London

As a general conclusion, while bankruptcy law wesgpessively oriented towards
the promotion of economic efficiency and supporbos$iness, its implementation did
not necessarily go in the same direction or atstmae pace. When judged this way,
the whole institution appears to be, at least toeatent, a missed opportunity:
“productive” English entrepreneurs could benefit,theory, of very supportive debt
discharge legislation (better that the French a &merican one) but the full
advantages of the law were not exploited becaugeodiiems in the enforcement and
implementation.

Finally, in this study the possible impact of deidcharge on entrepreneurship is

assessed in theoretical terms only, with no amalysi its actual impact on
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entrepreneurs’ decisionfeteris paribus any rational agent prefers to restart her
activity instead of being cut off business, beingeg a further chance soon instead of
later, or under no conditions instead of havingdyg a price for it. Because there is no
reason why economic agents in Nineteenth-Twengetitury England should be an
exception to the rule, this means that the degfesd#ficiency in the working of debt
discharge procedures impacted on the way Englistegeneurs behaved. However,
in order to evaluate how much attention to debtldisge English entrepreneurs
actually paid, economic rationality must be framedhe historical context. In this
regard more research is certainly necessary. Hawalready-available studies such
as the one on Birmingham jewellery, show that datioas spent a lot of energy in
making sure that bankrupt traders did not resteeir tactivity without having being

discharged, confirming that this was a seriouseissuhe business environméfit.

Appendix
List of “facts” to deny immediate and unconditional discharge as described in the

Bankruptcy Act 1890 (53, 54 Victoria, c. 71)

a) The bankrupt’s assets are not to a value equarnathillings in the pound of the
amount of his unsecured liabilities, unless hesiat the court that the fact that the
assets are not of a value equal to ten shillingshen pound on the amount of
unsecured liabilities has arisen from circumstarioesvhich he cannot justly beheld

responsible.

%0 carnevali, “Crooks, thieves, and receivers
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b) That the bankrupt has omitted to keep such bookacobunt as are usual and
proper in the business carried by him and as seiffity disclosed his business
transactions and financial position within the thyeears immediately preceding his
bankruptcy.

c) That the bankrupt has continued to trade after kmgwimself to be insolvent.

d) That the bankrupt has contracted any debt proveblhe bankruptcy without
having at the time of contracting it any reasonal@robable ground of expectation
(proof whereof shall lie on him) of being able typt.

e) That the bankrupt has failed to account satisfdgtfar loss of assets or deficiency
of assets to meet his liabilities.

f) That the bankrupt has brought on, or contributedcht® bankruptcy by rash and
hazardous speculations, or by unjustifiable exfyanae in living, or by gambling, or
by culpable neglect of his business affairs.

g) That the bankrupt has put any of his creditors mmegessary expense by a
frivolous or vexatious defence to any action prgplerought against him.

h) That the bankrupt has, within three months pregedire date of the receiving
order, incurred unjustifiable expense by bringirfg\alous or vexatious action.

i) That the bankrupt has, within three months pregedire date of the receiving
order, when unable to pay his debts as they bechraggiven an undue preference to
any of his creditors.

J) That the bankrupt has, within three months precgdire date of the receiving
order, incurred liabilities with the view of makirgs assets equal to ten shillings in
the pound on the amount of his unsecured liakslitie

k) That the bankrupt has, on any previous occasian bdjudged bankrupt, or made

a composition or arrangement with his creditors.
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[) That the bankrupt has been guilty of any fraud raudulent breach of trust.
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Table 1: summary of the data sample

521

50

Source: London Gazette, various issues

1 2 3 4 5
Gender Years Court Outcome
Male = 7110| 1893-1894 =1694 London = 28R3 Immteda274
Female = 367 1912-1913 = 1567 Outside =4657 Suspended =5
Unknown = 3| 1924-1925 = 1676 Conditional = 14¢
1934/35 = 2543 Denied = 225
Tot. 7480 7480 7480 7480
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Table 2. Estimation of model 1
Model 1 =Dgrsevl probability of granted immediate discharge (= 1) asy other

outcome), explained byCriteriadummy(at least one fact unmet = Ihisconduct

gender court, status,andcrisis.

1 2
Crisis -1.742**
(0.411)
Misconduct -19.386
(1858.898)
Gender -0.393
(0.601)
Status -0.263
(0.740)
CritDummy -9.036**
(0.516)
Court 0.751
(0.459)
Constant 1.957**
(0.205)
Cox & Snell Pseudo R2 0.239
Nagelkerke Pseudo R2 0.879
Chi-square 1910.730
Sig. 0.000

Standard error between parentheses; *

signifiabB%o; ** = significant at 1%




Table 3. Estimation of model2
Model 2 =Dgrsev2 Probability of allowed suspended/conditional disgea= O vs.
denied discharge = 1) explained koriteria (number of statutory facts unmet),

misconduct, gender, court, statasdcrisis.

1 2 3 4
Whole sample High court (2a) County courts (2b)
Court -1.715**
(0.224)
Crisis -0.517** -1.396* -.327
(0.159) (0.549) (0.168)
Criteria 0.294** 0.562** 0.297**
(0.053) (0.153) (0.057)
Misconduct 1.812* 1.599** 2.089**
(0.260) (0.394) (0.352)
Gender 0.152 0.230 0.156
(0.334) (1.041) (0.354)
Status 0.571* 0.350 0.787*
(0.216) (0.754) (0.329)
Constant -3.842** -6.226** -3.912**
(0.194) (0.581) (0.211)
Cox & Snell Pseudo R2 0.022 0.017 0.014
Nagelkerke Pseudo R2 0.091 0.139 0.046
Chi-square 148.524 41.334 62.189
Sig. 0.000 0.000 0.000

Standard error between parentheses; * = signifiaab%o; ** = significant at 1%
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Table 4: estimation of model 3.1

Dgrsev3(Degree of suspension in months), explainedchyeria, miscondugtcourt,

gendey crisis, andstatus

Whole sample (3.1)

High Court (3.1a)

County courts (3.1b)

Constant 17.527** 16.734** 19.018**
(0.348) (0.545) (.415)
Gender -0.456 -1.548 0.427
(0.546) (0.889) (0.684)
Crisis -11.098** -11.516** -10.966**
(0.240) (0.393) (0.300)
Criteria 2.884** 3.862** 2.316**
(0.101) (0.273) (0.123)
Misconduct 9.077** 9.339** 3.959**
(0.526) (0.574) (1.494)
Status 1.940** 1.313 4.009**
(0.628) (0.783) (1.069)
Court 1.552**
(0.252)
R2 0.425 0.483 0.383
Adj. R2 0.424 0.482 0.382
F test 638.629 371.371 397.231
Prob. 0.000 0.000 0.000

Standard error between parentheses; * = signifiabb%; ** = significant at 1
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Table 5: Estimation of Model 3.2.

Dgrsev3(Degree of suspension in months), explained byraéria, misconduct

court, gender crisis, andstatus

1 2 3 4
Whole sample (3.2) High Court (3.2a) County co(Bt2b)
(Constant) 16.014** 14.422** 17.078**
(0.427) (.903) (.489)
Gender -0.219 -.979 .482
(0.525) (.847) (.660)
Crisis -11.481** -12.119** -11.349**
(0.239) (.381) (.309)
Misconduct 8.752** 8.830* 4.749%*
(0.508) (.551) (1.446)
Status 0.202 -172 1.685
(0.613) (.757) (1.049)
Court 0.141
(0.258)
Criterion A 6.901** 7.879** 6.472**
(0.376) (0.866) (0.416)
B 1.474** 1.671** 1.306**
(0.254) (0.404) (0.323)
C 0.910** 1.901** 0.365
(0.248) (0.401) (0.317)
D 2.142** 4.059** 1.928**
(0.283) (0.602) (0.329)
E 5.765** 9.419** 4.419**
(0.567) (1.031) (0.675)
F 5.159** 5.141 5.024**
(0.299) (0.405) (0.442)
G 5.151* 6.138** 4.347**
(1.044) (1.593) (1.368)
H 4.128 4.144
(3.630) Dropped (3.566)
I 3.864** 4.536** 3.249**
(0.465) (0.736) (0.594)
J Dropped
K 3.586** 4.411* 2.587**
(0.359) (4.536) (0.502)
L 11.667** 17.475** 6.347**
(1.129) (1.655) (1.528)
R2 0.472 0.537 0.429
Adj. R2 0.470 0.534 0.426
F test 289.162 163.732 159.612
Prob. 0.000 0.000 0.000

Standard error between parentheses; * = signifiahb%o; ** = significant at 1%
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