
SUBMISSION FROM PATRICK BOYDEN  

1. I am a partner in PricewaterhouseCoopers LLP having been admitted to 

partnership in 1994. I have been a licensed insolvency practitioner since 

1987. From 1973 to 1978 I was an examiner in the Insolvency Service in 

Birmingham, dealing exclusively with bankruptcies (then under The 

Bankruptcy Act 1914). From 1979 until 1994, I was employed by predecessor 

firms of PricewaterhouseCoopers LLP, again dealing mainly with 

bankruptcies. My role with the firm is to lead the Personal Insolvency team, 

not just in the practicalities of case-handling, but to formulate strategy, and to 

comment upon changes in law and trends in personal insolvency and finance. 

I was responsible for the firm’s submission to the DTI on The Enterprise Bill, 

as a result of which I was quoted in Hansard, and have recently served on the 

Insolvency Service’s working party on the reform of Individual Voluntary 

Arrangements (‘IVA’s). 

 

2. I have seen Stephen Lawson’s submission and have no comment, other 

than one of agreement, to make on his reciting of the major changes 

introduced by the Enterprise Act 2002. 

 

3. The increases in bankruptcies and IVAs over the last three years have 

been significant and have resulted in much comment. In summary, the 

increases for the last three years (in percentage terms) have been: 

 

   Bankruptcies  IVAs  Total 
 

2003   15.35   20.46  16.40 

2004   28.11   41.79  31.02 
2005   31.73   88.74  44.87 

 

 

 

 



4. At the end of 2005, Britons owed £1.148 trillion on their mortgages, 

personal loans and credit cards. This is almost double the amount owed on 

the first day of the 21st century and is increasing at the rate of £1 million every 

four minutes.1  

 

During 2005, nearly 80,0002 individuals, a record, in the United Kingdom 

entered some form of statutory personal insolvency, approximately one every 

two minutes of the working day. This is also double the number that did so in 

2000.3 

 

An estimated 55% of all credit cards in Western Europe are held by Britons, 

who owe an average of £3,304 on their cards and loans, well ahead of the 

Germans in second place who owe £2,037.4 

 

In May 2003, Citizens Advice reported that well over a million people each 

year sought advice for debt problems, two thirds of which related to consumer 

debt. This was an increase of 47% in five years.5 

 

In 1993, 70% of bankrupts were traders, in 2004, only 27% fell into that 

category. The majority of bankrupts in that year (77%) filed their own petitions, 

and the recent increases in bankruptcy numbers are almost entirely due to 

individuals taking that option, rather than one of their creditors doing it for 

them.6 

 

5. There are a number of reasons for these increases, some marginal, some 

more significant. If there is one main reason, it is probably simply that Britons 

have taken on a large amount of debt – it is perhaps glib to say that 

insolvencies have doubled because consumer debt has also doubled over the 

                                                      
1 Bank of England 
2 Bankruptcies, IVAs, sequestrations, Protected Trust Deeds in England, Wales, Scotland and 
Northern Ireland 
3 Department of Trade and Industry (‘DTI’) 
4 Datamonitor, December 2005 
5 In too deep – CAB Clients’ experience of Debt (Sue Edwards, May 2003) 
6 DTI 



last five years, but given that there will always be financial failure, it is likely to 

increase as lending increases. 

 

I agree with Stephen Lawson that the Enterprise Act 2002 is not entirely to 

blame. It has been common practice in England & Wales to blame the Act, but 

bankruptcies were already increasing at a high rate before the Act came into 

force, and IVAs have increased at an even higher rate. IVAs were not 

changed at all by the Act (except for the ‘Fast Track IVA’ whose numbers are 

insignificant). In Northern Ireland and Scotland, personal insolvencies have 

also risen significantly, and neither jurisdiction was affected by the Act. 

 

There was much comment at the time of the Act about it being a ‘debtor’s 

charter’ because of the shortening of the discharge period to a year or less. 

For the vast majority of bankrupts, this makes no difference whatsoever. 

Curbs on their power to borrow are in place through the credit reference 

agencies, and few have any desire to be company directors. The other 

restrictions of being bankrupt are insignificant and largely irrelevant to all but a 

few. A bankruptcy now is perhaps marginally ‘softer’ than under the previous 

law, but that may be set off by the threat of a bankruptcy restrictions order 

(‘BRO’). As these extend the above restrictions, which I have already 

indicated have little effect in the majority of cases, it is perhaps not much of a 

threat. 

 

6. The comment about the introduction of the Act and the subsequent press 

interest in the rising figures have created a heightened awareness of personal 

insolvency. As it is the consumer debtor, as opposed to the trading 

community, which is suffering from financial difficulties, they do not have, or 

have not had, obvious access to those who may provide a solution. A builder 

may speak to his accountant; a clerical worker or unskilled manual worker 

probably does not know an accountant. In recent years there has been a 

growth in the number of concerns providing debt relief, either through informal 

schemes or through IVAs. Advertising on television, or on the internet, is 

widespread. Whereas in 1992, at the height of the last major recession, a 

consumer debtor would have struggled to find out who to contact for advice, 



nowadays a free phone number is often no more than a mouse click away. A 

search for ‘debt problems UK’ through Google will result in over 7 million 

results. 

 

There is a strong feeling, especially within the personal finance industry, that 

this advertising, and the proliferation of debt advice companies, has materially 

contributed to the increase in IVA numbers. The increase in bankruptcies, as 

Mr Lawson says, is almost entirely down to those with no assets or income 

filing their own petitions as they do not suit IVAs.  

 

7. Stephen Lawson rightly comments that for many, a bankruptcy would seem 

to be the better option, particularly in cases where assets were minimal and 

the only funds available to creditors were payments from income. An Income 

Payment Order (‘IPO’) cannot last for more than three years: in an IVA the 

industry norm is five years. Creditors in an IVA are far more critical of income 

& expenditure accounts than the Official Receiver will be as it is they who are 

directly affected. Moreover they have the power to vote down proposals if they 

are unhappy with the offer. For that reason, payments under an IPO are less 

onerous to the debtor than under an IVA. Nonetheless, individuals opt for an 

IVA, perhaps because they still view bankruptcy as having a stigma, but more 

probably because they are sold the IVA.  

 

In summary, on the reasons for the increase, there has been an increased 

awareness amongst the British public of insolvency procedures, combined 

with a greater accessibility to those procedures. Along with the overall 

increase in consumer debt, these factors combine to produce the numbers we 

see now. The change in law on 1 April 2004 had little effect, although the 

perception that it was a softer option may have been an influence. 

 

8. The profile of the average debtor is changing. The typical bankrupt is under 

40, not self-employed, just as likely to be female as male, owes around 

£60,000 to personal finance and credit card companies, and has few or no 



assets. My fellow witness, John Tribe, will have more detailed data7 on the 

profile of a bankrupt, but my own research into 6,500 IVA debtors in 2005 

presents a similar profile, with the exception of availability of assets. By 

definition, IVA debtors have to offer something to their creditors, and usually 

that originates from income.  

 

There is, unfortunately, little comparative data available from earlier years. 

However, in 1993, 60% of bankrupts were self employed; by 2004 that had 

fallen to 26%, and is likely to be around 23%8 in 2005. Statistics for the years 

2002-2004 showed that whilst the 30-40 age group was the largest population 

of bankrupts, the 20-30 range was the fastest growing, its rate of increase 

being the only one that exceeded the overall increase in bankruptcies for 

those years.9 

 

9. The Insolvency Act 1986 first introduced the concept of the IVA, but it was 

largely aimed at individuals who had specific problems – traders and 

entrepreneurs perhaps. Its gestation was in the report of The Cork Committee 

in 198210, which itself was based on data collected in prior years. Given that 

in 1974 there was only one brand of credit card available, and that debts 

owed to the provider were £38 million, it is perhaps unsurprising that no 

attempt was made to tailor insolvency law towards the consumer. There are 

now an estimated 1,300 different credit and store cards available, with debts 

of £56 billion.  

 

The current Government issued its consultation document in 2002 based on a 

supposition that a relaxed bankruptcy regime would encourage 

entrepreneurship and lessen the stigma of bankruptcy. This was largely based 

on the regime in the USA. I quote below an extract from MBNA’s response to 

that consultation document11: 

 
                                                      
7 Bankruptcy Courts Survey 2005 – A Pilot Study. John Tribe, Kingston Law School 
8 DTI 
9 Insolvency Service administrative data 
10 Report of the Review Committee on Insolvency Law and Practice  (Cmnd 1982) 
11 MBNA Briefing Paper on the Proposals for Personal Insolvency in the Enterprise Bill 
 



“MBNA is concerned that the legislation, as currently drafted: 

• will open up the system to abuse - the legislation must ensure that 

bankruptcy is not an easy way out of consumer debt, and that debt 

continues to be repaid where it can be repaid; 

• will lead to a significant increase in levels of bankruptcy.  It is vital to 

ensure that trustees/the Official Receiver are still in a position to 

investigate individual bankruptcies effectively. MBNA is concerned that, as 

the number of bankrupts rise, the legislation includes safeguards against 

‘rubber stamping’;   

• will lead to increased costs for consumers, who will be required to cover 

the cost of unrecoverable personal bankruptcy losses both through higher 

costs for credit, and also potentially through higher consumer prices as 

retailers and lenders pass on increased credit costs to their customers; 

• may in the future lead to obstacles being placed in the way of responsible 

and informed lending; for example, it is vital to ensure that details of 

personal bankruptcy remain on the file of the credit reference agencies for 

6 years following bankruptcy to allow lenders to make informed decisions 

about granting credit and acting as responsible lenders. 

 

As with the US, a much higher proportion of bankruptcies in the UK are 

personal rather corporate (there are twice as many personal as opposed to 

corporate insolvencies in the UK, and in the US, 97% of all insolvencies are 

personal insolvencies).  The Government therefore appears to be considering 

measures which reduce the stigma of bankruptcy in order to stimulate the 

enterprise culture, which will predominantly impact on consumers rather than 

entrepreneurs.” 

 

The Government dropped a particular clause which related only to the self-

employed as it realised, in the weight of responses, that the nature of 

bankruptcy was changing. Otherwise, the proposed legislation entered the 

statute books largely unaltered, the only significant change being the 

necessary amendments to the law on the realisation of the matrimonial home. 

 



10. The leniency, for want of a better term, of a country’s insolvency law is as 

much a social concern as an economic one. The DTI often comments, when 

asked about the rising numbers, that it is good that those who are 

experiencing uncontrollable debt have access to a range of solutions which 

avoids a continuing struggle. Until recently, France had no procedure 

available to non-traders akin to bankruptcy or the IVA: individuals owed the 

debt for life, and, indeed, beyond. As recently as 1805, bankruptcy was, in 

some circumstances in England and Wales, a capital offence. The USA has 

recently introduced changes designed to make bankruptcy more of a 

challenge. The difference between France and the USA is that the former has 

little in the way of credit card culture, whereas the USA probably leads the 

world. It is not coincidental that credit card usage in the UK is not dissimilar to 

that in the USA. 

 

11. In 2002, the incidence of personal insolvency in the UK was in the order of 

1 in 1,600 head of population; in the US it was 1 in 200. In 2005, the US figure 

is much the same; in the UK it is nearer 1 in 800. It is unlikely to reach US 

numbers as there are significant differences, not least of all the homestead 

exemptions, that apply in most states. Moreover, Chapter 13 schemes are 

frequently used to gain relief from foreclosure on property by means of a 

repayment schedule to clear mortgage arrears.  

 

Nevertheless, short of reintroducing debtors’ prisons, it is hard to see what 

legislative changes can put the genie back in its bottle. As individuals increase 

their borrowing, more will be seeking relief from debt. As more find that relief, 

the stigma of insolvency will diminish further and whilst those of a certain 

generation would see bankruptcy as a very last resort, their children, or more 

likely their grandchildren, see it as a means to an end.  

 

My research showed that 83% of those entering an IVA gave as their cause of 

failure ‘expenditure in excess of income’, with only 15% citing matrimonial 

difficulties or loss of income or employment as a cause. This finding is 

supported by other research, and indicates that debtors end up in difficulty 



because of the ‘drip’ effect of borrowing over a period, rather than a life event 

such as redundancy, ill health or divorce. 

 

12. There are signs that consumer borrowing (other than on mortgages) is 

flattening out, but it still increased in 2005 at a rate of 9.3%. Consumer 

spending fell for the first time ever in the last quarter of 2005, and that should 

have an effect on overall debt. More individuals used debit cards, rather than 

credit cards, in the same period. It is possible that individuals simply cannot 

borrow any more, and with the tightening up of lending criteria by the major 

banks and lenders, debt may level out. It is likely though that insolvencies will 

continue to increase, possibly at the same rates as in 2005, for some time yet. 

Similar rates of increase in bankruptcies and IVAs that obtained in 2005 will 

produce over 100,000 personal insolvencies in England and Wales in this 

calendar year. 

 

 

Patrick Boyden 
Partner 
PricewaterhouseCoopers LLP 
27 February 2006 
 


