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Summaries of the papers

The first European expert conference  on "Debt as an obstacle to labour market access"
was organised within the framework of the EU-Equal Schulden-Shredder project in
November 2003. Experts from Austria, Germany, Luxembourg and Belgium gave an over-
view of the situation in their countries. A paper from South Tyrol that was written as an
input for the conference could not be held but was made available in writing.

Summaries of all the papers as well as a short overview of the discussions and conclusi-
ons of the 2003 conference were presented at the beginning of the conference in June
2004. Together with the input and discussions of this 2nd conference they will form the
background for a 3rd conference concentrating on future ways of fighting overindebted-
ness as a barrier to labour market access2.

CONFERENCE 2003

Europäische ExpertInnentagung 

"Schulden als Arbeitsmarkthindernis1"

13–14 November 2003

Schloss Seggau Leibnitz/Austria

1) European conference of experts: "Debt as an obstacle to labour market access" 
2) This conference will be held in June 2005. For further information please contact asb@asb-gmbh.at



Introduction
My colleagues from abroad are often
surprised that the problem of overin-
debted private persons also exists in
small, rich Luxembourg. But just as
unemployment is rising, the share of
overindebted households has also
gone up continuously.

Within one year (July 2002 to July
2003) Luxembourg's unemployment
rate grew from 2.8% (5 485 per-
sons) to 3.6% (7 282 persons). Thus
unemployment rose by 1 797 per-
sons looking for work.

Between 1993 and 2002, a total
number of 2 655 applications for
counselling were submitted to the
Service d'information et de conseil
en matière de surendettement of
Ligue médico-sociale. This is a
monthly average of 23 applications,
or 276 new applications per year.
Adding the applications for counsel-
ling filed with Luxembourg's second
debt counselling service in the past
10 years, the number of persons in
need of counselling is likely to total
approximately 4 000.

Before the 1990s debt counselling
was provided by social workers in
various public and private organisati-
ons, in the context of general social
work. 1991 was the first time that
specific debt counselling services
were rendered by a private organisa-
tion (InterActions). In July 1991 the
Government of Luxembourg decided
to establish an inter-ministerial com-
mission for analysing the extent of
overindebtedness of households. As
a result, Service National de Lutte
contre le Surendettement of Ligue
médico-sociale was established,
starting its activities in July 1993. 
Three years later, in November
1996, a cooperation agreement bet-
ween the Ministry of Family and the
two counselling organisations was
signed, in which geographical com-
petence areas for debt counselling
were defined for the two service pro-

viders. Since then, the centre run by
Ligue médico-sociale has been com-
petent for the central and northern
regions of the country, while Inter-
Actions covers the southern part of
Luxembourg.

After ministerial admission on 6 June
2001 in the context of the new Debt
Regulation Act of 8 December 2000,
a legal basis was created for both
service providers, which since then
have worked under one name, Ser-
vice d'information et de conseil en
matière de surendettement, but
have maintained independence.

The two counselling centres employ
a total of 6 persons: 1 financial
expert, 1 lawyer, 1 employee with
long-standing experience in the ban-
king sector, 1 social worker and 2
secretaries.

Unemployment and 
overindebtedness
The statistics of the counselling cen-
tres show that approximately 20% of
their clients are out of work. 

Unemployment always means that
income also goes down, and in some
cases to nil. This is a major problem
for debt handling, as the available
resources are massively restricted.

Overindebtedness may prevent
employment if employers are con-
fronted with assignment or attach-
ment of earnings. This makes it
obvious to the employer that the
worker in question has financial pro-
blems, so often employment con-
tracts are not extended beyond the
probation period or employers find
some alleged reason for giving noti-
ce at a later time.

Debt counselling
Unemployment has thus shown to be
directly related to overindebtedness,
which requires adequate approaches
by debt counsellors, depending on
the specifics of the national situation.
Priority issues that have to be consi-
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dered in counselling sessions include
the reason why clients have lost
their jobs, the period for which they
are granted unemployment assistan-
ce, the question how long they are
likely to be without a job, whether
receipt of unemployment assistance
may be extended, and finally if
clients are eligible for any further
training or reintegration program-
mes.

Another central aspect is to inform
creditors about the difficult financial
situation arising because of unem-
ployment immediately – unless this
has already been done, so that any
further execution measures may be
suspended.

Depending on the severity of the
case in question, a social worker of
Service d'Accompagnement Social
may be contacted in order to provide
long-term assistance for the family
concerned. Social workers may file
applications for financial emergency
assistance with the Ministries of
Family or of Health as well as social
welfare offices. Internal psychologi-
cal assistance may also be provided.
All counselling is free of cost for
clients.

Specific problems
In Luxembourg, employers are
responsible for calculating any
assignment or attachment of ear-
nings and for transferring to credi-
tors the corresponding sums. They
are also liable for correct handling in
this context.

As a result of this legal provision,
employers always know the number
of assignments or attachments to
earnings as well as amounts invol-
ved, and thus they are informed
about the financial problems their
workers have. In most cases,
employment contracts are not exten-
ded beyond the probation period as
employers no longer have confidence
in the employee concerned. They are
not required to give reasons for ter-
mination of employment.

At present, no specific models for
dealing with overindebtedness

among unemployed persons exist,
this field is integrated in general
debt counselling services.

Conclusions
In the last few years, rising unem-
ployment rates have shown to be
directly related to the number of
overindebted jobless persons in need
of debt counselling. The develop-
ment of unemployment rates is
obviously linked to economic growth,
influences of the EU enlargement
and the effectiveness of the national
employment plan. However, statisti-
cal forecasts do not indicate an
improvement of the economic situa-
tion and thus of the labour market in
the near future.

Debt counselling services will have
to specialise also in the future as the
structural and legal frameworks of
their fields of activity are continu-
ously changing. As a result, a new
post – for employment of a lawyer –
was established at the Service d'in-
formation et de conseil en matière
de surendettement of the Ligue
médico-sociale.
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Who we are
VSZ Ostbelgien was founded in
November 1991 as a non-profit
association. Its members include
29 organisations in the fields of adult
training, youth and environmental
affairs, trade unions, social welfare
offices and schools. 
The activities of VSZ Ostbelgien
focus on preventing and combating
overindebtedness of private house-
holds.

Development of unemployment rates
in Belgium and the German-speaking
community (DG1):
Unemployment rate: present level
(end of September 2003):

–– Belgium: 
12.90% (+10.50% compared to
previous year)

–– DG: 
7.10% (+14.80% compared to
previous year)

The aforementioned September level
in the German-speaking community
has been the highest since 1994.
There are great differences between
the individual regions (decline in
Flanders: -7%, rise in Wallonia:

+3%, rise in Brussels: +9%), 
stagnating national average.

Development of overindebtedness
among private persons in Belgium
and in the DG 
As an indicator for determining over-
indebtedness, entries in the list of
"bounced" loan agreements maintai-
ned by Belgium's National Bank may
be used. For 2002 the following pic-
ture shows:

–– Belgium: 
402 589 persons on the list 
= 5% of overall population

–– DG: 
1386 persons on the list = 
1.95% of the German-speaking
community

Since 1999 the nation-wide number
of people on the list has risen by
7.35%.
Persons who are entered in this so-
called negative list, to which all
banks of Belgium have access, are
not granted any loan until all exi-
sting debts have been paid back,
plus one year waiting time.
However, a few months ago a positi-
ve list was also drawn up, which
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includes all loans granted and which
banks have to consult if customers
ask for new loans, in order to check
their ability to repay the loan.

Development of the debt counsel-
ling services of VSZ Ostbelgien
In Belgium the legal framework for
debt counselling is based on the
Consumer Loan Act, which entered
into force in 1991. Debt counselling
is regarded as a "community affair"
for which the regions are competent
and which may therefore be differ-
ently organised according to region.

Facts and figures of 
VSZ Ostbelgien:

–– In 2001, 188 files were handled.

–– In 2002, 265 files were handled.

This is a rise by approximately 40%,
a trend that has continued in 2003.
In 2002, 2107 counselling talks by
phone or in personal meetings took
place, handled by 3 debt counsellors,
1 lawyer and 1 clerical worker.
According to an internal study,
1.45% of the households in the Ger-
man-speaking community turned to
debt counselling services in 2002.

Unemployment and 
overindebtedness
It goes without saying that unem-
ployment is an obvious obstacle to
debt relief, because income often
goes down accordingly. 
However, overindebtedness is not
always an obstacle to reemploy-
ment, as debts are not officially
known in many cases and the fact
that one is indebted is often with-
held. However, if it gets known that
a person is overindebted, for instan-
ce because of attachment of ear-
nings or court orders, the situation is
likely to get more difficult.
A comprehensive study carried out in
enterprises in Wallonia in 2002 led to
the following results:
Overindebtedness continues to be a
taboo in most enterprises. Neverthe-
less, its consequences are often felt,
for instance health problems, alcohol
abuse, absence from work, geogra-
phical instability as well as unwilling-

ness or also extreme eagerness to
work overtime.
In our experience, the question of
cause and effect still remains unsol-
ved in a number of respects.
In the practical work of debt coun-
selling services, usually no distincti-
on is made between jobless and
employed clients. What is relevant in
the first place is to draw up a detai-
led balance of monthly income and
expenses, which, depending on inco-
me level and standard of living, may
be positive even in the case of
jobless clients and may thus be suf-
ficient for a settlement with credi-
tors. Even if the balance is negative,
debt counsellors may resort to so-
called collective repayment program-
mes (personal insolvency), which is
an appropriate legal way also for
hopelessly overindebted clients to
lead debt-free lives after a certain
period if a number of requirements
are met.

Conclusion
Both unemployment and overindeb-
tedness are becoming more and
more common also in Belgium, and
every year further rises are registe-
red. However, due to legal amend-
ments and improvements, the debt
counselling services of VSZ Ostbel-
gien continue to be in a position to
provide assistance with very positive
curative effects.
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Development of unemployment
The increase of the unemployment
rate compared to the previous year
only relates to recipients of social
benefits, in particular rises in reci-
pients of unemployment assistance. 

From June 2002 to June 2003 their
number grew by 325 800, to 1.84
million people (recipients of unem-
ployment benefit: +62 300, to 1.64
million). Obviously, the persistent
economic recession has resulted in
joblessness in particular among for-
merly employed persons who are
entitled to unemployment benefit. 

Unemployment rate as a share of
the civilian labour force was 10.4%
in August. Seasonally adjusted,
unemployment is at a rate of 10.6%. 
This is an increase by 0.8% points
and 0.7% points respectively, com-
pared to the year before. According
to EU standards, the most recent
seasonally adjusted unemployment
rate has been 9.4% (+0.7% points).

West Germany
Unemployment among the civilian
work force was 8.3% in August; and
seasonally adjusted, 8.4%. This is
an increase by 0.8% points and
0.7% points respectively, compared
to the year before.

East Germany
Unemployment with regard to the
civilian work force was 18.2% in
August; and seasonally adjusted,
18.6%. This is an increase by 0.8%
points for both rates compared to
the year before.

The structure of debt 
counselling services
Germany's debt counselling services
are about to be completely restruc-
tured. This is closely linked to Agen-
da 2010 and the associated social
cuts. It cannot yet be foreseen in
which way German debt counselling
services will be financed in future.
Welfare assistance and unemploy-
ment assistance payments will be
merged, which will have repercussi-
ons on the competences of the bene-
fit governments and the Federal
Labour Institute. 

Due to insufficient counselling 
capacities, only a minority of 

10–15% of overindebted households 
are actually assisted by 

debt counselling services.

Until now, municipal financing was
regulated by Art. 17 of the Federal
Welfare Assistance Act (BSHG),
which will be replaced by a new Arti-
cle 11. Eventually, this Article no
longer provides for financing of debt
counselling for the group of overin-
debted employed persons. In additi-
on, it is still uncertain whether, and
in which way, debt counselling ser-
vices for overindebted persons capa-
ble of gainful employment (aged
between 15 and 65) will be financed
by the employment offices in the
context of job centres.

Current data on unemployment,
(over)indebtedness and debt
counselling structures 
According to an expert opinion by
the research institute GP For-
schungsgruppe, at least 300 000
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overindebted persons are unemploy-
ed. 17% of the clients of debt coun-
selling services receive welfare assi-
stance, 15% receive unemployment
benefit and 15%, unemployment
assistance. As part of this group is
granted additional assistance (for
instance unemployment assistan-
ce/welfare assistance), multiple
counts are found to some extent.
Unemployment is the main reason
for overindebtedness (38% – 5 of
the cases).

Unemployment as a barrier to
debt relief and overindebtedness
as a barrier to employment
The more pronounced and complex
individual overindebtedness is, the
more probable it is that those affec-
ted will (have to) remain jobless
over long periods, or will return to
this status after short intervals of
employment.

Repayment schemes or measures
taken in the context of unemploy-
ment and overindebtedness
The latest amendment of the Insol-
vency Act, which introduces respite
assistance for persons without
assets, has made it possible also for
overindebted unemployed persons to
apply for consumer insolvency. Befo-
re the amendment it had been very
difficult for this group to be included
in repayment programmes, as in
most cases repayment schemes
could hardly be implemented due to
low income. Thus, as a first step
only respite could be initiated, and in
individual cases, settlement proce-
dures could be negotiated.

Assistance in finding a job
Assisting measures by employment
and social welfare offices (in their
functions as "job centres" according
to the Hartz report) have been plan-
ned in order to facilitate integration
in the labour market of overindebted
recipients of welfare assistance who
would be capable of gainful employ-
ment. Cooperation with debt coun-
selling centres could further enhance
the effects of such interventions.

Support of debt counselling 
activities for unemployed persons
by providers of subsidies/public
institutions
So far, financial support has been
provided by employment offices
under the title of indirect financing in
the context of social education and
counselling for participants in occu-
pation and qualification projects, as
well as discretionary support to
finance debt counselling activities
according to Art. 10 of the 3rd Book
of the Social Security Code. Howe-
ver, these forms of support have
been discontinued in more and more
cases.

Assessment of trends regarding
unemployment and (over-)indeb-
tedness as well as development of
debt counselling structures
Currently Germany has no jobs for
more than 4 million unemployed per-
sons. As unemployment is the most
frequent reason for overindebted-
ness, a decline in cases of overin-
debtedness cannot be expected at
present. The future development of
debt counselling services will depend
on whether sufficient financial
resources will be made available (by
municipal or Laender governments
and by financial service providers).

Literature or studies on this theme
–– In 1996 the employment offices of

North Rhine-Westphalia and
Baden-Wuerttemberg drew up the
study Arbeitslosigkeit und Über-
schuldung on the interrelationship
between the problem of overindeb-
tedness and duration of unemploy-
ment.

–– Korczak, Dieter (2001): Überschul-
dung in Deutschland zwischen
1988 und 1999 [Overindebtedness
in Germany between 1988 and
1999]; expert opinion drawn up on
behalf of the Federal Ministry for
Family Affairs, Senior Citizens,
Women and Youth; Schriftenreihe
des BMFSF, vol. 198.
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The development of unemploy-
ment in Austria and in a 
European context:
In September 2003 Austria's unem-
ployment rate was 4.5% according
to the international definition (inter-
national unemployment rate: EURO-
STAT, the Statistical Office of the
European Union, defines unemploy-
ment on the basis of the number of
persons without work in the refe-
rence week who are actively seeking
work and are available to start work
immediately. The unemployment
rate is the number of people unem-
ployed according to the above defini-
tion as a percentage of the labour
force, i.e. the total number of people
employed and unemployed). In 2002
unemployment was at 4.3% in
Austria, and at 3.6% in 2001. Thus
unemployment rates have continual-
ly risen, which in turn has led to an
increase in (over-)indebted house-
holds. Nevertheless, compared to
the other European countries,
Austria is third-best with regard to
low unemployment, behind Luxem-
bourg and the Netherlands. Regar-
ding the whole EU area (except Ita-
ly), unemployment has risen from
7.4% in 2001 to 7.7% in 2002 and
8.1% in 2003. Among the candidate
states, however, the Czech Republic,
Slovakia and Slovenia have reported
declining unemployment figures sin-
ce 2001.

The development of 
overindebtedness
At present, already one out of three
of Austria's 3 million households are
indebted.

The number of overindebted house-
holds is also growing continuously.
Overindebtedness means that a hou-
sehold, after deduction of living
costs, has no sufficient remaining
income to keep up necessary instal-

ments. According to recent statistics,
at present more than 180 000
Austrian households are overindeb-
ted and thus insolvent.
In 2002 the average debt of the
clients of the debt counselling ser-
vices was approx. EUR 70 000.
What is especially critical socio-poli-
tically is the fact that the group of
young adults (24 years or younger)
are more and more often caught in
the debt trap.
One of the main reasons for growing
overindebtedness is inappropriate
money management, among a num-
ber of other causes of excessive
debts incurred by private persons,
such as unemployment, divorce,
disease, overly expensive housing
costs or failed attempts at self-
employment1.

Development and organisational
structure of debt counselling ser-
vices in Austria
Debt counselling services have been
organised at a nation-wide level sin-
ce the late 1980s. In 1995, when
personal bankruptcy became legally
possible, so-called privileged debt
counselling services were establis-
hed, which are explicitly named as
debt counselling services in the
Bankruptcy Act. The Ministry of
Justice may grant counselling cen-
tres that meet certain quality stan-
dards the right to use the name "pri-
vileged debt counselling service". As
a result, these centres may appear
in court for debtors, according to the
Bankruptcy Act.

At present there are 15 debt coun-
selling services in Austria (11 of
them are privileged), which run a
total of 32 counselling centres with a
staff of approx. 130. The majority of
debt counselling services are non-
profit private law associations. A few
are affiliated to public institutions
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(e.g. municipal offices) or organised
as non-profit private limited compa-
nies. In most cases they are finan-
ced by public authorities (provincial
or local governments, Public Employ-
ment Service, other institutions).

Austria's non-profit and privileged
debt counselling services are mem-
bers of the advisory council of the
umbrella organisation ASB Schuld-
nerberatungen GmbH. Each privile-
ged debt counselling service has one
vote in the advisory council. ASB is a
superior coordination body and inter-
face between individual debt coun-
selling services and public/private
institutions. It was founded as an
association in 1992 and became a
non-profit private limited company
at the end of 2002.

Unemployment and
overindebtedness
In Austria more than 180 000 hou-
seholds are overindebted. Life situa-
tions such as (over)indebtedness
lead to problems with regard to fin-
ding or retaining a job (the paradox
being that you need a job for admis-
sion to repayment programmes but
do not get a job unless repayment
has been settled ...).

Since 1995, when judicial repayment
programmes were introduced, the
debt situation of employed persons

has partly been alleviated. However,
this is not an actual option for
jobless persons and persons with
short-term or precarious employ-
ment and/or low income: 70% of the
cases where repayment programmes
are not admissible concern this
group2.

34% of the clients of debt counsel-
ling services in the first half of 2003
were out of work, which is a rise by
approx. 8% compared to the same
period of the previous year. Thus the
share of unemployed persons among
the clients of debt counselling ser-
vices is significantly above the gene-
ral population average3.

For employers, hiring overindebted
persons means that they have to
spend additional time and energy
because of this fact and there is a
legal risk involved (e.g. third-party
debtor enquiries and liabilities, cal-
culation of attachments). In the case
of third-party debtor enquiries, soci-
al insurance institutions must inform
creditors who have obtained attach-
ment orders, by whom the debtor
has been employed. Third-party deb-
tor liability means that employers
are in charge of, and may be made
liable for, wage deductions for the
benefit of creditors. As a result, per-
sons in danger of execution are also
in danger of losing secure jobs or
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have smaller chances to be reinte-
grated in employment structures.
Therefore overindebtedness entails
structural disadvantages in the
labour market, which directly affects
a large group of persons, from soci-
ally marginalised groups and persons
distant to the labour market to tem-
porarily jobless persons and
employees or formerly self-employed
persons.

The Schulden-Shredder project as
a way to avoid or reduce the
labour market barrier of 
indebtedness
This problem situation is the starting
point for the EU-EQUAL Schulden-
Shredder project. EQUAL is a Euro-
pean Union promotion programme in
the context of the European Social
Fund (ESF), with a programme
period from 2000 to 2006. It is
implemented in so-called develop-
ment partnerships (DPs). The Schul-
den-Shredder project includes 15
national and 5 transnational part-
ners. In Austria the project is co-
financed by the Federal Ministry for
Economic Affairs and Labour.

The programme aims at promoting
new, innovative methods to reduce
any form of discrimination and ine-
qualities in relation to the labour
market. It includes 6 groups of the-
mes; ASB focuses on group one
dealing with reintegration in the
labour market and combating persi-
stent marginalisation.
Our project focuses on the develop-
ment of new, specialised services
oriented towards problem groups in
labour market contexts, on allevia-
ting the taboo of debts (i.e. that it is
"good manners" not to mention
debts and money) and on the pro-
blem of debts as a barrier to labour
market access. Persons directly
affected by indebtedness (workers,
persons distant to the labour mar-
ket, unemployed people) as well as
indirectly affected persons and insti-
tutions (employers, employment
agencies) are promptly and directly
informed on these problems and
possible solutions.

For the staff of counselling services
(debt or social counselling centres,
employment agencies, qualification
programmes etc.), specific counsel-
ling plans for individual target
groups are drawn up, with particular
attention paid to groups especially
affected by the taboo of debts,
namely unemployed clients, single
parents, persons with criminal
records and formerly unemployed
persons. These clients' potential to
find their own solutions is strengthe-
ned by facilitating access to repay-
ment schemes, assisted by modern
information and communications
technologies. In addition the coun-
selling centres (Schulden-Shredder)
provide online support tools (soft-
ware) and computers for clients who
would otherwise not have access to
computers. In the medium and long
run, the project will increase chances
for indebted persons to find or retain
jobs.
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How has unemployment 
developed in South Tyrol?
If one looks at South Tyrol's labour
market with regard to employment
and unemployment, everything
seems to be just great. Employment
rates are comparatively high, and
South Tyrol has the lowest unem-
ployment rate of Italy and also at EU
level.

What is the development of debts
and overindebtedness of 
households in South Tyrol?
South Tyrol obviously is wealthy, but
on closer inspection it shows that a
considerable share of the people is
excluded from the blessings of
wealth. The relevant poverty report
as well as data from the national
statistics office ASTAT and Banca
d'Italia show that average debt in
the Trentino-Alto Adige Region is
EUR 13 000 per family. The next
positions in this list are held by the
Regions of Lazio (10 896), Lombardy
(10 668) and Tuscany (10 601).

How has the structure of debt
counselling services developed?
In the last few years, the face of
need and poverty has changed. Sin-
ce the mid 1980s a new group of
clients in need of counselling have
increasingly often turned to the Cari-
tas centres: people who do have an
income which would be sufficient
under normal conditions, but which
is not enough to pay back debts
incurred, i.e. these people are 
(over-)indebted. A short glance at
the historical development of debt
counselling services shows rising
demand in this field.

Is unemployment a general bar-
rier to debt reduction, or is over-
indebtedness a general barrier to
labour market access?
Italy does not have any kind of per-
sonal bankruptcy procedure (judicial
repayment programmes), and it is
no issue of political discussion. Over-

indebtedness becomes a barrier to
employment if debtors are facing
immediate attachment of earnings.

How do debt counselling services
deal with the situation of overin-
debted jobless clients?
The activity of debt counselling cen-
tres focuses on consultancy. For per-
sons whose subsistence is not secu-
re, who are indebted or overindebted
and unemployed, integration in a
social network and cooperation with
other welfare institutions is essential.

Which repayment steps or measu-
res may be taken in the context of
unemployment and overindebted-
ness? 
In the case of private persons, the
legal framework of Italy only permits
attachment of earnings. Attachment
orders take quite a long time before
they are legally effective, and they
are expensive. The advantage for
debtors is that creditors tend to think
twice before full legal proceedings are
taken, and often try to find other,
possibly more effective solutions.

Do debt counselling centres provi-
de assistance in finding a job? 
The debt counselling centres do not
assist clients in finding jobs, but they
provide information where such assi-
stance is given. As soon as a client
has found employment, they are
offered cooperation with the corre-
sponding service providers to nego-
tiate repayment schemes.

Do debt counselling services
adopt specific measures or proce-
dures for work with jobless
clients?
No. However, the staff of the Caritas
debt counselling services, in a three-
year process, have drawn up a
manual on quality improvement and
quality assurance. It includes guide-
lines and standards as well as gene-
ral conditions and methods of coun-
selling. In this context, various types
of clients have been defined.
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Do subsidising agencies/public
institutions have special require-
ments or provide support for debt
counselling for jobless clients?
No

Do overindebted jobless persons
face additional situations that
make debt relief even more diffi-
cult (for instance third party deb-
tor problems: are employers
responsible and made liable for
wage deductions for the benefit of
creditors)?
Assignment orders, attachment of
wages

Have special models been planned
for dealing with the problem of
unemployment and overindebted-
ness, or is this an integral part of
debt counselling?
As yet, it has not been planned to
draw up specific models for dealing
with this problem. Unemployment
may be regarded as a consequence
of (over-)indebtedness and a burden
and obstacle to negotiating repay-
ment schemes. On the other hand,
debts and overindebtedness make it
difficult to find employment.
In South Tyrol the new project Equal
Goal has been started. Nine private

and public organisations in Bolzano,
cooperating with six international
partners, plan to create an integrati-
on network for employment. Equal
Goal is funded by the Government,
by the European Social Fund and the
Ministry of Labour.

What is your assessment of
trends regarding unemployment
and (over-)indebtedness and of
the development of debt counsel-
ling services in South Tyrol?
The debt counselling services of
South Tyrol demand that political
steps be taken so that indebted per-
sons have the chance to make a
fresh start. Counselling and assistan-
ce by experts is one way to help
(over-)indebted persons. However,
such specialised counselling services
are not enough to halt new trends
towards (over-)indebtedness.

Literature or studies 
on this theme
South Tyrol's labour market report
Arbeitsmarktbericht Südtirol 2002 (A
report by the labour market obser-
vation office)
Statistical yearbook on South Tyrol:
Statistisches Jahrbuch für Südtirol
2002
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On 17 November 2004 the 
Netherlands had 16,294,072

inhabitants, divided over 7,052,458
households. The total economically
active population (age bracket 15–
64 years) comprises almost
11,000,000 people. Currently
460,000 of them are unemployed,
968,300 people are wholly or partial-
ly disabled1. In the Netherlands the-
re are an estimated 750,000 house-
holds with an increased risk of pay-
ment problems. Some 500,000 hou-
seholds may at any moment find
themselves in a situation of overin-
debtedness. Roughly 250,000 house-
holds have serious financial pro-
blems2. In 2003 some 135,000
people asked for help in solving their
financial problems3.
For several decades now, municipal
social banks have been a common
phenomenon in the Netherlands.
Established and financed by local
authorities, these institutions opera-
te as regular banks which, however,
also supply credit to people who
would normally not qualify for a
loan. During the 1970s, these insti-
tutions were confronted with an
increasing number of cases in which
people were no longer able to repay
their debts, or otherwise got into
debts they could no longer afford to
pay off. 

Amicable debt settlement
That was the reason to develop the
Code of Conduct NVVK (named after
the umbrella organisation of these
banks), which defined and specified
debt relief. Since then this code is
considered the main starting point
on solving overindebtedness. Howe-
ver, because it is no more than a
guideline for members of an associa-
tion, the method can also be devia-
ted from. In addition to social banks,
there are other government-affiliated
organisations and even private orga-

nisations (in many cases financed by
local authorities) that are active in
the field of debt relief. The procedure
according to the Code of Conduct
NVVK basically means that for a
period of no more than three years
people with debts have to live on up
to 95% of the applicable national
assistance level, while all their other
income and capital assets are used
to repay their creditors. All creditors
have equal rights, while creditors
with a preferential right under the
law receive a double percentage. In
most cases the debt can partly be
repaid this way. At the end of the
period the creditors give up the
remaining part of their claims. The
procedure is in fact a specialised
type of mediation. This means its
success depends on the willingness
on the part of debtors and creditors
to come to an agreement within the
framework of the Code of Conduct
NVVK. Therefore this aspect of debt
relief is referred to as the amicable
arrangement.

Statutory debt rescheduling 
regulations
In the eighties it was established
that only part of the reported pro-
blems could be solved this way. The
other cases resulted in attachment
of wages or benefits and/or bank-
ruptcy, which in practice meant that
people had to live with the conse-
quences of their debts for the rest of
their lives. To limit the social damage
this caused and to guarantee that all
citizens could get at least one chan-
ce to make a debtless new start
after a period of repaying their
debts, parliament decided to set up
a legal scheme for those cases in
which the amicable settlement was
no remedy. On 1 December 1998 the
"Wet schuldsanering natuurlijke per-
sonen" [debt rescheduling (natural
persons) act] (Wsnp) came into
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effect4. This third Title of the bank-
ruptcy act5 basically means that
natural persons6 who have unsuc-
cessfully tried to come to an amica-
ble arrangement can ask the Court
to impose a settlement. The Court
assesses, mainly on the basis of a
mandatory declaration in which the
municipality submits information on
the debt situation and the amicable
settlement, whether the case satis-
fies the statutory criteria and, if the-
re is no reason to deny the request,
the Court declares the debt resche-
duling regulations applicable and
appoints an administrator who
supervises the process. This process
is largely identical to an amicable
settlement. For a period of three
years the debtor keeps 95% of his
income and makes the rest available
to the creditors. The rules regarding
distribution are identical as well.
If the debtor has lived by the rules,
the court issues a clean bill of health
after three years. If and how much
has been repaid is irrelevant in this
connection. The remainder of the
debts is converted into a natural
obligation so it is no longer payable.
If the debtor does not perform his
obligations, s/he is usually declared
officially bankrupt.
The main differences between the
two regulations are:
–– that in the statutory process the

administrator and Court supervise
compliance, while in the amicable
settlement there is hardly any
control over compliance with the
arrangements, and 

–– that in the Wsnp the costs of
administrator and legal publicati-
ons are partly paid from the
saved amount. The purpose of
this is on the one hand to limit
the costs for the authorities, but
on the other hand to promote
that creditors are more inclined to
agree to an amicable settlement
because in the latter case they
get paid more. So the success

percentage of the amicable settle-
ment was expected to increase. 

However, since the Wsnp came into
force the success percentage has
dropped dramatically7. The first cau-
se is that creditors find the legal
arrangement more attractive than
the amicable settlement and the
second cause is that many municipa-
lities took advantage of the introduc-
tion of the Wsnp to cut back on debt
relief spending. After all, this is not a
mandatory activity for the municipa-
lity and because the Wsnp offered an
alternative for citizens with debts,
many local authorities washed their
hands of debt relief. Currently a 
package of measures is being prepa-
red to remedy this situation.

Work and debts
The relation between work and debts
is widely recognised. People with an
income from work are not only less
likely to get into trouble (research
showed that benefits recipients form
a vast majority8), but once they run
into debt, work also becomes of pri-
me importance. Partly because inco-
me from work offers more room for
repayment (so the success rate of
the amicable settlement is higher),
but also because after the clean bill
of health has been obtained, work
reduces the relapse risk. At the
same time, having debts is an impe-
diment to labour participation, cer-
tainly at a time when labour supply
is higher than demand and employ-
ers can be critical in recruitment pro-
cedures.
For people with debts, work during a
repayment arrangement (amicable
or statutory) mainly brings advan-
tage to creditors. After all, they are
the ones who get paid more. The
advantages for the debtor are minor
and mainly lie in the future. Conse-
quently, that is not a great incentive
to actively find a job. Yet people still
do, during the amicable as well as
the statutory arrangement. The
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complication here is that many long-
term unemployed are being guided
to work through special programmes
(tests, interest registration, career
guidance schemes, training, subsi-
dised jobs). These processes may
take a long time, while in a debt
relief process the debtor is expected
to directly increase his earning and
repayment capacity.
The importance of work and other
factors as having a major influence
on developing and solving overin-
debtedness has not only been recog-
nised, but in 1994 it also gave rea-
son to introduce the concept of inte-
grated debt relief. The idea behind
this is that from a social vision and
with a clear agenda, the various
organisations should not only solve
the financial-technical problem, but
also remove the underlying causes.
That can mean that people get help
in managing their budget, get psy-
chological guidance and drug addict
care, but are also supported in fin-
ding paid work. For several years the
national government has been stri-
ving for a wide introduction of this
concept by financing a national con-
sultation platform and various stu-
dies and projects. However, in the
end this will primarily require invest-
ments by the local authorities.
Unfortunately the budgets that local
authorities have available for this
purpose have been cut back conside-
rably over the past years, so the
efforts remain limited. Because the
grants to Landelijk Platform Integra-
le Schuldhulpverlening [national
platform integrated debt relief] will
be terminated as per 1 January 2005
and it seems no other funds will
become available, the outlook for
further development of this concept
is bleak.
In 2003 the "Wet werk en bijstand"
[act work and benefit] (Wwb) came
into force, creating a clear link bet-
ween debt and reintegration of the
unemployed. On the basis of this act
local authorities can take money
from reintegration budgets and allo-
cate it for financing debt relief. Yet
the municipalities retain their free-

dom of choice and they can decide
not to invest, or only to a limited
degree, in debt relief, integrated or
otherwise. Moreover, this act does
not contain any provisions regarding
debtors who do not receive an un-
employment or social security bene-
fit. Currently the "Wet maatschappe-
lijke ondersteuning" [act social sup-
port] (Wmo) is under preparation. It
has to provide a framework for
various types of social and psychoso-
cial support. It is expected that this
will also provide guidelines for muni-
cipalities as regards an integrated
approach of overindebtedness. 

Conclusion
To sum up, it can be concluded that
overindebtedness in the Netherlands
is a major social problem. While the-
re are various types of debt relief,
only the Wsnp has a clear statutory
and, consequently, mandatory cha-
racter. Though the relation between
paid work on the one hand and
developing and solving overindeb-
tedness on the other hand is recog-
nised, there are hardly any institu-
tional relations between the reinte-
gration of the unemployed and debt
relief. This can mainly be blamed on
the fact that there is no mandatory
framework for voluntarily debt relief.
In these times of government cut-
backs this activity does not have a
high priority. The scope of the statu-
tory arrangements is mainly limited
to rescheduling debts. It is true that
the explanatory memorandum refers
to integrated debt relief, but in that
connection it is assumed that admi-
nistrators can link up with existing
processes where necessary. If those
processes do not exist or are not
accessible, the effect remains very
limited. At the same time the Net-
herlands is in an economic recession,
combined with high unemployment.
In that situation, employability for
people with debts is a greater pro-
blem than for people without debts.
This situation is not likely to improve
in the near future, except that the
slowly recovering economy may
have a positive influence.
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Missions of the Credit and 
Indebtedness Observatory
The Observatory was created in
1994 and its main missions are:

–– Centralisation and analysis of 
economic, social and legal data.

–– Continuing education of debt 
advisers

–– Advice, education and information
concerning credit, indebtedness
and overindebtedness.

It is located in Charleroi.

Unemployment rates and 
overindebtedness data
In the EU-25 countries, the unem-
ployment rate is 8.8% in 2002,
according to the Eurostat calculation
method.
In Belgium, according to the Euro-
stat calculation method, the unem-
ployment rate is 7.5%. According to
the federal government calculation
method, the rate is 12.4%.

In the three Regions of Belgium, the
unemployment rate is

–– Wallonia : 17.7 %
–– Brussels : 22.0%
–– Flanders : 8.0%

Concerning overindebtedness data,
there is no centralisation either in
Europe or in Belgium. The main rea-
son for this lack of objective data is
that in many countries, overindeb-
tedness is still a taboo subject.

However, there are some indicators
to measure the importance of the
overindebtedness phenomenon in
Belgium:

–– The Central Office for credits to
private individuals of the National
Bank ok Belgium is an instrument
used to curb the excessive indeb-
tedness of private individuals. It
records information on overdue
debts relating to credits contracted

by individual persons for private
purposes. It is compulsory for
financial institutions to consult the-
se data when granting loans. 

At the end of June 2004, the Central
Office recorded 359 350 people with
overdue payments regarding consu-
mer credits and mortgage loans.
The Central Office has also recordeds
all consumer credits and mortgage
loans granted since June 2003. At
the end of 2003, 6.4 million credits
were recorded concerning 4.2 million
people.

This represents 52% of the populati-
on aged 18 years and over.
–– Another indicator is Debt Advice

Services (DAS) data. In Wallonia,
in 2003, 12 614 files of people
with financial troubles were trea-
ted by 170 "Debt Advice Services".
This represents 0.9% of Walloon
households.

The handling of overindebtedness
in Belgium
Actually, personal bankruptcy is not
possible, but 2 ways dealing with the
situation are open to people with
financial troubles.
The first one is what we call "friendly
mediation". It is organised by Debt
Advice Services composed of social
workers and lawyers. They try to
restore communications between
overindebted people and creditors.
They also try to build a settlement
plan accepted by all.
This "friendly mediation" is based on
the good will of both, overindebted
people and creditors.
If the overindebtedness situation is
problematic or if no agreement is
possible with creditors, people can
get into a collective repayment pro-
gramme called "judicial mediation".
A conciliator is named by the judge
and is in charge of building a settle-
ment plan with the agreement of
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everyone. If this agreement is not
possible, the judge enforces a repay-
ment programme with a duration of
3 to 5 years. After these 3/5 years,
debts will have disappeared.
A reform of this law is programmed
for 2005. According to this project,
personal bankruptcy will be possible
for overindebted people who can not
pay any amount to their creditors.
This judicial mediation has existed
since 1999 and at the end of June
2004, 37 000 files were dealt with in
this way.

Relations between unemployed
and overindebted people
In the 12 614 files followed up by
Walloon DAS in 2003:

–– 54% of householders were 
unemployed 

–– 85% received substitute incomes

–– 43% received unemployment
benefits

In judicial mediation (2001):

–– 23% received unemployment
benefits

Barriers to labour market access
Four main barriers exist

–– Legal barriers
According to a number of legal regu-
lations, employers are informed of
the overindebtedness situation of
their employees. For example in case
of income attachments or in Belgian
judicial mediation, employers have
to pay the salary directly to the con-
ciliator.

With such legal obligations, employ-
ers do not trust their employees
anymore and do not give them pro-
motion or raise their salaries. Some-
times, workers can lose their jobs
because of their overindebtedness
situation.

–– Economic barriers
Unemployed people are no profitable
clients for banks. This is the reason
why they have difficulties in acces-
sing a current account. And not to
have a current account means the
impossibility to be paid a salary like
everyone else.

To resolve this problem, a law was
passed in Belgium and since Sep-
tember 2003, everyone hase the
right to have a current account. This
is what we call "basic banking ser-
vice". People without a current
account can open one in any bank
for 12 € annual fee.

–– Social barriers
People with a low level of education
tend to be much more concerned by
overindebtedness.
For example, in Wallonia, 20% of
people followed up by DAS have no
diploma or have only finished their
primary school level. By contrast,
0.6% of them have a university
degree.
Another social barrier is the fact that
frequently, substitute incomes are
higher than a salary, for people with
a low professional or school level.
Furthermore, substitute incomes are
not attachable in contrast to ear-
nings which are partly attachable.
Working almost costs more than to
stay unemployed, due to transport
costs, nursery costs,...

–– Psychological barriers
The last barriers are psychological.
We know that overindebtedness is
an important isolation factor. Overin-
debted people do not open letters
anymore or do not answer phone
calls. They have lost their networks
where they used to belong (co-wor-
kers, friends, family,...) . Overindeb-
ted people live totally withdrawn by
themselves. Nowadays, money is
still a taboo subject
Overindebted people feel extremely
shamed of this situation. Because of
their overindebtedness situation,
they can not buy brand clothes for
their children, they do not go on
holidays,... They feel really guilty
about this situation and have a
strong negative opinion of themsel-
ves.
They spend lots of time to hide their
overindebtedness situation to their
family, employers or co-workers and
to find money solutions to solve it.
This is why they do not have a lot of
spare time for a proactive job
search.
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For all these reasons, it is really diffi-
cult for overindebted people to plan
an attraction strategy to find a new
job.

Conclusions
According to Walloon debt advisers,
when due to conjectural reasons
(divorce, illness, temporary unem-
ployment, …), overindebtedness is
not a specific barrier to labour mar-
ket access. The case is different if
overindebtedness is or becomes
structural (low incomes, bad budget
administration, …).
We can imagine three main solutions
to help overindebted people to get a
better access to the labour market:
–– Acting against the hiring discrimi-

nation / job loss risk of overin-
debted people

–– Taking into account psychological
aspects of overindebtedness to
help people break their isolation.

–– Debt Advice Services have to glo-
bally work with overindebted
people.
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Background 
The Department of Social and Family
Affairs provides funding for the
Money Advice & Budgeting Service
Programme (MABS), which addres-
ses the problems of moneylending
and over indebtedness. 
This Programme was established in
1992 as a response to the Combat
Poverty Agency's report, "Moneylen-
ding and Low Income Families". The
basic aim of the service is to help
people who are in the clutches of
moneylenders and others who have
debt problems, to regain control of
their finances and gain access to
affordable credit which is available in
their local credit union.
The programme was extended gra-
dually during the 1990s and it now
operates through 52 locally based
Companies Limited by Guarantee
with funding for staff and other costs
being made available by the Depart-
ment. Some €11.4 million was provi-
ded in the year 2004 for the service.

The service is free, 
confidential and 

independent.

Features of MABS
The key features of the Programme
are as follows:
–– a cordinated structure, which

allows for different approaches in
local communities in relation to
debt management and money
advice and arrangements for sha-
ring of experiences and informati-
on on progress

–– a general money advice and edu-
cation element for the local com-
munity including publication of
information on money manage-
ment and debt counselling

–– an approach which targets fami-
lies who have been identified as
having particular problems with
debt and moneylending, particu-
larly those families who depend
on social welfare or who are on
low incomes

–– a prominent role for local statuto-
ry agencies, such as the Depart-
ment of Social and Family Affairs
Regional Managers, Community
Welfare Officers, local voluntary
and community groups, credit
unions, SVP etc. through repre-
sentation on the Board of Direc-
tors of the MABS company.

–– an emphasis on practical, budget
based measures that will have
success in removing people per-
manently from dependence on
moneylenders and open up alter-
native sources of low cost credit
through the local credit unions.
The MABS has a special relations-
hip with the credit unions, which
operate a "special accounts"
system to enable the MABS client
to repay debts and to save small
amounts. A Loan Guarantee Fund
also operates to provide "crisis"
loans as an alternative to the
moneylender.

–– the MABS give advice and assi-
stance, but do not pay debts.
Money advice is close to the core
income maintenance business of
the Department of Social and
Family Affairs. The key elements
of MABS are the resources, con-
tacts and expertise of all relevant
people in an area who co-operate
to provide a special service for
people who may require intensive
help and advice in working their
way out of serious debt

–– the aim of the service is to help
people to regain control of their
finances and to budget for the
future. It will help them to prepa-
re a budget plan and to contact
their creditors with a view to
rescheduling repayments. The
Money Adviser will also help the
client to maximise their income,
prioritise their debts and where
necessary contact and refer to
other support agencies

–– the MABS will frequently interve-
ne to prevent repossession of the
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family home and also to prevent
disconnection of gas and electrici-
ty supply

–– more than 12 000 new clients
approach the MABS annually and
the service deals with 30 000 on
an ongoing basis

MABS and Credit Unions
The credit union movement was
established in the late 1950s to help
those who were borrowing from
moneylenders and from other high
interest sources. Credit unions are
financial co-operatives with the
object of the encouragement of
savings and the provision of low-
interest credit. MABS clients are
encouraged to join their local credit
union where they can save small
amounts and borrow at reasonable
interest rates. Local credit unions
operate "special accounts" for MABS
clients and many MABS clients open
special accounts to enable them to
repay their debts. 
The client agrees to pay a fixed sum
to the credit union on a weekly
basis. This payment will provide for
outstanding debts, arrears of rent
and fuel and current expenditure on
rent and fuel. The client is also
encouraged to save a small amount
with a view to being able to borrow
in the future.

Pilot Debt Settlement Programme
A Pilot Debt Settlement Programme
was agreed by the MABS and the
Irish Bankers' Federation and sup-
ported by the other main creditors.
This Pilot Scheme provides a non-
judicial alternative for resolving
cases of multiple consumer debt that
are likely to prove intractable and
otherwise end up in court. The sche-
me introduces a range of innovative
features that are new to this juris-
diction such as a finite period for an
agreed debt repayment programme,
the freezing/reduction of interest
and the write-off of residual debt on
successful completion of the pro-
gramme. The debtor's principal pri-
vate residence is secured against
enforced sale or repossession.
The Debt Settlement Pilot commen-
ced in four MABS in the Greater
Dublin area in June 2002 and was
extended countrywide in June 2003.
The Pilot closed for new cases on 30
September. It will be evaluated in
the first quarter of 2005.

Peer Review
In their NAPs/incl 2003–2005, all
Member States were asked to identi-
fy four examples of best practice and
one of the four advanced by Ireland
on this occasion was the Money
Advice and Budgeting Service, which
it was felt could be of interest to a
number of other Member States and

[ 23

Ireland
CONFERENCE 2004

The prevention of

–– Homelessness

–– Fuel disconnection

–– The loss of essential goods 
or services

–– The loss of liberty 

Whilst

–– Establishing or maintaining an
acceptable or minimum standard
of living

–– Facilitating the Client clear their
secondary debts at an affordable
rate, within a reasonable period
(e.g. 3–5 years)

–– Ensuring access to justice and
that the Client's rights are
upheld

–– Encouraging self reliance

Mission Statement of the Money Advice 
and Budgeting Service
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which addressed one of the common
objectives which underpin the
NAPs/incl preventing the risks of
exclusion to put in place policies
which seek to prevent life crises
which can lead to situations of social
exclusion, such as indebtedness.
The MABS was selected as one of
eight projects throughout the Euro-
pean Union for the Peer Review Pro-
cess. The peer review programme is
a mutual voluntary learning process
on the basis of systematic exchange
of experiences and evaluation of
policies, programmes or institutional
arrangements presented in the
various NAPs/incl. It was attended
by 7 Member States and took place
in November 2004.
The aim of the peer review is to
assess the effectiveness of key poli-
cies or institutions and encourage
the dissemination of good practice
input across Member States.  It
could serve as a useful tool to Mem-
ber States to help them in focusing
their policies in order to meet the
objectives agreed at the Nice Sum-
mit and revised at the Copenhagen
European Council. 

Management and Staff
Local projects operate as partner-
ships of all relevant agencies throug-

hout the State. Each local MABS is
run by a management committee
drawn from local voluntary and sta-
tutory services and community
groups. They are independent infor-
mation and advice providers, rooted
in the local community. 219 staff
operate the service at 65 locations.

Training for MABS
Comhairle, the national support
agency responsible for supporting
the provision of information, advice
and advocacy on social services.
provides a Training and Support Unit
for Money Advisers and Management
Committees of the MABS projects. 

The unit provides

–– on-going training for money 
advice staff

–– training and induction of 
management committees

–– resource material 

–– a quarterly newsletter. 

It is intended that the training unit
will work closely with the staff of the
newly established MABS National
Development Limited in the areas of
Community Education and Technical
Support.
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Causes of Debt

Economical/structural Low income, no access to low cost credit

Incidental/Life events Bereavement, loss of employment, marital break-
down, accident, maternity

Social Peer pressure, lack of education, lack of access to
information, inability to deal with social problems,
complexity of the system

Behavioural Over-commitment, poor budgeting skills, 
addictions, irresponsible borrowing and 
irresponsible lending.

Effects of Debt

Psychological Anxiety, bitterness, blame, conflict, denial, guilt,
hopelessness, shame, stress, stigma, loss of
dignity

Physical Blood disorders, overuse of pills, illness, eczema,
increased drinking, migraines, weight loss
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Promotion and Branding
A new logo and corporate image has
been created. This has replaced the
old logo and is in use on all statione-
ry, business cards and complimenta-
ry slips. New self-help leaflets incor-
porating this new image have been
published and are also available on
the website www.mabs.ie. The MABS
shop-fronts have been branded with
the MABS corporate colours and
logo.

Role of the Department 
The Department has overall respon-
sibility for management of the Pro-
gramme, including monitoring of
projects, financial administration and
executive decision-making. The
MABS Unit based in Cork handles the
administration of the programme. 
A National Cordinator was appointed
in May 1994 from within the Depart-
ment to work with staff in the Regi-
ons, other statutory agencies, volun-
tary and community groups and
other relevant interests in setting up
new MABS. The National Cordinator's
role also includes working with pro-
jects to establish common operating
procedures, information systems and
encouraging good practice in dealing
with creditors and clients.
The administration and cordination
roles were amalgamated in 2003.

National Committees 
A National Advisory Committee, on
which the MABS and other stakehol-
ders in the programme are represen-

ted and which is chaired by a Princi-
pal Officer in the Department, advi-
ses the Minister for Social & Family
Affairs on external policy in relation
to the MABS. This committee has set
three priorities for 2004 namely
Access to Financial Services, Com-
munity Education and Debt Issues as
they relate to other Government
Departments.
An Operational Forum provides for
an exchange of advice and informati-
on on the work of the MABS and dis-
cussion on internal policy issues ari-
sing from this work or relevant to
money advice and over-indebted-
ness. Policies and guidelines are ela-
borated following a process of con-
sultation and discussion at the
Forum.

Evaluation 
An evaluation carried out by Eustace
Patterson in 2000 found that over
90% were positively disposed
towards the Service. This included
clients, community and voluntary
bodies, the finance industry and sta-
tutory creditors. It found that two
thirds of the caseload was female
clients. Just over half were aged bet-
ween 25 and 44 and one third were
aged over 45. A small proportion
was aged under 25. Approximately
70% were receiving some form of
Social Welfare payment – 19% were
unemployed, 31% were lone parents
and 21% were receiving some other
form of Social Welfare payment. A
further 22% were employed and 3%
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were self-employed. The overall con-
clusion was that the MABS has pro-
ven itself a worthwhile intervention
with a rationale for its continuation.

Modernisation Action Plan
A partnership committee representa-
tive of the 52 MABS companies
(management and staff) has recent-
ly submitted a Modernisation Action
Plan (MAP) to the Secretary General
of the Department of Social and
Family Affairs as part of the Bench-
marking Process. 

This Plan sets out commitments and
specific actions such as 

–– agreeing and implementing a
Code of Practice for the entire
MABS service

–– publishing a Customer Charter

–– using plain English on all forms
and documents.

The MAP has been approved by the
Secretary General.

Future of the service
MABS National Development Limited
is a new company established in
March 2004 to further develop the
MABS Service in Ireland. It aims to
identify and address the needs of
management and staff in MABS
locally, regionally and nationally. The
Company has recruited a National
Development Team. This team is
composed of 5 members with exper-
tise in casework, community educa-
tion, social policy and communicati-
ons and it commenced work in Sep-
tember 2004.

MABS NDL has recently completed
the tendering process for a new soft-
ware application, MABSIS; a key
feature of this will be a central data-
base with a facility for a central pay-

ments system and electronic fund
transfer for the credit union "special
accounts". MABSIS will provide
detailed statistics to aid the different
stakeholders in deciding future policy
for MABS.

Challenges

–– To identify, reach and involve the
target group to ensure that the
service is responding effectively
to their needs. This will be achie-
ved through collaboration with the
bodies who represent them such
as the One Parent Exchange Net-
work, the National Adult Literacy
Association and other organisati-
ons/groups who interact on behalf
of those who are socially exclu-
ded, on low income or dependent
on welfare.

–– To maintain a quality service. The
MABS is managed by 52 indepen-
dent companies and in order to
achieve a uniform level of service,
a Code of Practice will be agreed
and implemented and a Customer
Charter published in accordance
with the Modernisation Action
Plan.

–– To develop the capacity of MABS
in the area of Community Edu-
cation in partnership with Com-
hairle and education providers 
in the context of the MABS Com-
munity Education Strategy

–– To consider placing the MABS on a
statutory footing.

–– To analyse the statistical informa-
tion from the proposed MABSIS
software application and to draw
together a set of core, critical and
practical performance indicators
for application in the MABS
throughout the country.
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Unemployment
According to the Labour Force Sur-
vey of Statistics Finland, the number
of employed persons was 17 000
higher in October 2004 than it was
one year previously. The employ-
ment rate stood at 66.6 per cent,
which was 0.6 percentage points
higher than one year before. The
employment rate for women rose by
0.7 percentage points to 65.7 per
cent and that of men by 0.1 percen-
tage points to 68.6 per cent. Compa-
red with October last year, employ-
ment increased in construction, tra-
de business services and other ser-
vices.

According to Statistics Finland the
number of unemployed job seekers
was 203 000 in October 2004. The
number of people who had been
unemployed over a year was 73 000. 

The unemployment rate measured
by Statistics Finland was 8 % in Oct-
ober 2004 (8.3 per cent the year
before). The total labour force was 2
550 000 persons. The labour force
participation rate was 64.8 (65). 

According to statistics the number of
persons performing domestic work
has increased, it is 97 000 compared
to 83 000 a year before. It is obvio-
us that more women have chosen to
stay at home to take care of their
children.  

Overindebtedness
According to Finland´s Bankers
Association 56 per cent of Finnish
people had some kind of loan in Oct-
ober 2004. That number has increa-
sed from spring, when it was 52 per
cent. It means that 2.2 million per-
sons have a house loan, credit cards,
student loan etc. The debt rate in
Finland is 77% when counted by
dividing the maintaining debt
amount by earnings. 

Most debtors can manage their debts
without any problems or just need to
negotiate with their creditors if they
temporarily need some changes in

their payment programmes. Finnish
banks have stated that they perform
about 200 000 changes in debt rela-
tions per year.

The amount of debt problems increa-
sed in the economic recession time
of the early 1990s. At the end of the
last century they turned to decrease
and the same phenomenon has con-
tinued also in this century. Statistics
Finland has used two different que-
stionnaires to measure overindeb-
tedness in Finland. In one of them
debtors are asked if the amount of
their debts has increased over their
repayment possibilities during last
year. In the other one debtors are
asked if the household has had diffi-
culties in repayment of interests and
installments of their debts. Of course
there are also debtors who answer
"yes" to both of the questions. 

The amount of debtors who have
answered positively to one of the
questions above was 151 000 house-
holds in 2002. That is 6 per cent of
all the households. The amount has
decreased over 20 per cent in four
years time. 

The amount of debtors who have
answered positively to both of the
questions was 53 000 households in
2002. In those households lived 
129 000 persons. Usually they had
been in debt problems for several
years and so the problems also were
more severe.

Debt counselling
In Finland an act on economic and
debt couselling was introduced in
2000, with the purpose of providing
information and advice to private
individuals on the management of
their household economy and their
debts. Debt counsellors assist per-
sons facing debt problems in plan-
ning their economy and in seeking
solutions to their debt problems. 

In 2003 61 debt-couselling offices
with 180 counsellors were operating
in Finland.
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The Consumer Agency is responsible
for directing and supervising econo-
mic and debt counselling, local pro-
vinces provide that economic and
debt counselling is available everyw-
here. Economic and debt counsellors
are local government officers and
local governments get special com-
pensation for expenses from the
state budget. This covers about 82%
of all the expenses and the rest is
paid by the local municipalities. E.g.
in 2003 the costs of economic and
debt counselling amounted to a total
of € 6 946 million, of which € 5 684
million came from the state budget.  

Until now there are no special
demands regarding the competence
of economic and debt counsellors.
The Consumer Agency is organising
short training courses twice a year to
maintain their expertise.

In early 2003 there was a national
average of 36 300 inhabitants per
debt counsellor. This figure includes
both persons who act as debt coun-
sellors in a full-time position and
those who perform this task in addi-
tion to other functions.

As a national average, clients in
2002 had to wait for 41 days before
they were received by a debt coun-
sellor. During that year, a total of 16
000 new clients were soliciting the
debt counselling services. Debt
counsellors' client-related work
involved more than 70 per cent new
clients, whereas they devoted just
short of one third of their time to
counselling old clients. In about half
the cases, the action taken for new
clients involved a voluntary settle-

ment of their
debts. A consi-
derable part of
a debt counsel-
lor´s work
involves prepa-
rations for the
settlement of
debts for priva-
te individuals.
Personal bud-
get planning,
which is stipu-

lated as one of the purposes of the
act on economic and debt counsel-
ling, constitutes a minor part of the
work with clients and such advice is
seldom offered. (Debt counselling in
the early 21st century by researcher
Elisa Valkama, National Research
Institute of Legal Policy).  

The major aim of the Finnish Debt
Adjustment Act is to remedy the
economic position of private persons
with severe debt problems, allowing
them to manage their debts. Debt
adjustment is realised through a
payment plan issued by a court.
Debtors pay their debts according to
their ability to pay during a fixed
period of time and are thereafter
relieved of the outstanding debts
after the expiration of the payment
plan. Debt adjustment is a suitable
procedure for solving severe debt
problems. Less severe debt pro-
blems are handled either in a credit
relationship or through debt counsel-
ling.

During the period 1993–2001 courts
received a total number of 70 000
applications for debt adjustment.
During the same period 53 000 pay-
ment plans were issued by the
courts. Only a good 4 per cent of the
payment plans were ordered to lap-
se, representing a total of 2 200.

In 2003 the number of applications
for debt adjustment started to
increase again. While in 2002 the
amount of applications was 2 700, in
2003 it already was 4 300. This is
partly due to an agreement between
creditors and government. According
to this agreement Finnish banks and
most debt collection organisations
decided to make efforts to help deb-
tors to solve their debt problems
that originated in the early 1990´s.
The Guarantee Foundation was also
with in the agreement as a neutral
part.   

The role of The Guarantee Foun-
dation in debt settlements
The Guarantee Foundation plays an
important role in voluntary debt
settlements. Since 1995 it has provi-
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ded guarantees to loans with which
the debtors can unite their former
loans to a bank loan with shorte-
nings they can pay. The maximum
amount of a guarantee is € 34 000
and maximum repayment period is 8
years. Till September 2004 the
amount of guarantees provided was
€ 82 000 000, which comes to
approximately 10 000 guarantee let-
ters.

Relations between overindebted-
ness and employability
According to research made by Elisa
Valkama in National Research Insti-
tute of Legal Policy about half of the
clients who visited debt counsellors
have some connection with business
activities. Three of four had worked
as entrepreneurs and every fifth was
a joint debtor or a guarantor for
business-related debts. Men´s debt
problems derive from debts relating
to business whereas women´s debt
problems concern consumer debts. 

A major part of the clients have a
low level of education and they are
employed. A good 40 per cent of the
clients merely have a basic educati-
on. Six clients out of ten are employ-
ed. The average income (without
taxes) at the counselling services is
€ 1 300 a month. The clients with
the lowest income are single per-
sons, unemployed and pensioners. 

Good practice example
The Evangelic-Lutheran Church in
Finland has had a project in which it
asked private companies to give
money to a fund in order to help
debtors in problems. The Church
also gave money to this fund. The
method in this solution model is like
a triangle. A debtor will pay one
third of the debt him or herself, cre-
ditors will waive one third of credits
they have allowed to the debtor and
the fund will give one third of the
debt as a subsidy. This system has
helped people who have been unable
to find other solutions. Often their
debts are very old and based on for-
mer entrepreneurship. These debtors
also have e.g. mental problems. This

system has not helped very many
people because of the very small
amount of funding but it has been an
interesting experiment. The Church
thought that when a debtor gets this
kind of solution to his debts he or
she would be able to become a nor-
mal tax payer and start to work
again. It has not been researched
whether those debtors who have
found a solution to their problems
through this fund have actually been
able to return back to work.     

In Finland an act about so called
social loans was introduced in
2002.The aim of social loans is to
prevent financial exclusion and
indebtedness and help improve
people's ability to manage their
situation e.g. by being able to get a
car necessary to get a job. Social
loans are part of municipal social
welfare system.

The use of social loans is a voluntary
solution for municipalities. They are
free to work out the extent and
amount of loans according to local
needs. The intention is that with the
help of legislation municipalities will
put the system of social loans into
practice in similar ways throughout
the country.

A municipality may grant a social
loan to an individual who, due to
being on a low income and having
few assets, has no chance of apply-
ing for a loan through other chan-
nels, but who nevertheless is able to
make loan repayments. The munici-
pality may also charge a moderate
rate of interest on social loans. It
should also provide advice and gui-
dance for people applying for or
receiving a loan.

The municipality is responsible for
providing the loan capital and for
transacting the loans. It may organi-
se loans by itself or together with
other municipalities.

Development in the future
The National Action Plan for Employ-
ment 2004/Main points

Finland´s Prime Minister Matti Van-
hanen´s Government introduced The
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National Action Plan for Employment
2004 on October 1st. The main eco-
nomic policy goal is to raise employ-
ment by 100 000 persons by the end
of the electoral period 2003 –
2007.The main target set in the
Government Programme is to ensure
a model of success based on growth
and driven by Finnish skills and inno-
vation.

Employment growth is supported
through tax policy: corporate taxati-
on and tax reductions for the low
and middle-income brackets.

The employment policy programme
will reduce structural employment
and ensure the availability of labour.
Services for the most difficult-to-pla-
ce jobseekers are provided in 2004
at 29 "labour force service centres"
operating on the one-stop-shop prin-
ciple, which make the services of dif-
ferent authorities such as the
employment office, the municipality
and the Social Insurance Institution
available at the same location. 

The entrepreneurship policy pro-
gramme supports entrepreneurship
by training and consultancy, esta-
blishment, taxes and payments etc.
On the whole self-employment is
very important for our government.

Summarising all the other details in
The National Action Plan for employ-
ment it can be said that without
employment policy measures the
regional differences in unemploy-
ment rates would be even bigger
than now. 

Finally
It is self-evident that debt problems
are connected to employability. If a
debtor loses his or her job and can´t
get a new one they cannot pay their
debts. Social security subsidies, e.g.
employment benefits, give some
help but they do not last for ever. All
the efforts to improve the employ-
ment situation will also influence
debt problems in a positive way.
Anyway, it is no use only to create
jobs with low salaries if at the same
time there are no improvements in
social policy and housing.
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Unemployment
Out of the total Swedish labour force
(age 16–64 years), the official rate
of the so-called open unemployment
is 54 % (October 2004). In reality,
the unemployment rate is higher,
since a substantial amount of unem-
ployed individuals are occupied in
diverse job-training programs, and
therefore do not show in the official
statistics.

The economical growth has been
considerable in Sweden during the
last 12-month period. The increase
of productivity in the industry, for
example, is almost 15% higher this
year, compared to 2003. However,
this growth in economy has not
created more jobs. In fact, very few
new jobs are reported on a nationwi-
de basis.

Overindebtedness 
The phenomenon of overindebted-
ness in Sweden coincided with a
deep economical recession that hit
Sweden at the beginning of the
1990s. One of the main reasons
behind the recession was undoub-
tedly the abortive finance and mone-
tary politics in the then state of
affairs. 

The joint decision of the Government
and the State bank (Riksbanken) to
deregulate the Swedish credit mar-
ket in 1984, led to a massive increa-
se in consumer credit. Also, many
private companies specialising in the
international real estate market took
up credits previously unheard of.
When the global economy slowly
went into recession at the end of the
1980s the inflation-driven and over-
heated Swedish economy ended up
in a situation where it was too late to
pull the brakes. 

As a result, Sweden was, facing
mass unemployment for the first
time since World War II, and the
bankruptcy of tens of thousands of

private companies. In the aftermath
of this crisis, considerable cut-downs
were introduced in the Swedish wel-
fare system. 

In contrast to a number of countries
in the European Union, the extent of
overindebted individuals and house-
holds has yet not been measured in
a reliable way in Sweden, though.
There are a number of reasons for
this. Probably the most prominent
reason is that there is no access to
the actual amount of due credits
concerning private persons in Swe-
dish banks, because of the bank
secrecy. Also, very little research has
been done in Sweden in the area of
overindebtedness, which in turn
might explain why there is still no
agreement among experts and prac-
titioners when it comes to the
attempts to define overindebtedness
in a Swedish context. Another, more
serious reason that has been put for-
ward by independent debaters, is
that the sheer occurrence of overin-
debtedness does not comply with the
popular image of Sweden as the
Welfare state. Therefore, the pro-
blem of overindebtedness is hidden,
denied and excluded from the politi-
cal agenda. 
However, a handful of small, but still
valuable studies, carried out by The
Swedish Consumer Agency (Konsu-
mentverket), shed some light on the
amount of overindebted households
in Sweden. The latest assessment,
dating from 1996, claims that one to
two percent of Swedish households
are overindebted. In a study from
2003 focusing on household pay-
ment problems, about 4% of the
households were found to have con-
stant payment problems. Another
4% have payment problems once in
a while. Also, according to this study,
about 8% have faced payment pro-
blems at least once. 
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Recent statistics from the Law Enfor-
cement Service (Kronofogdemyndig-
heten1) shows that about five per-
cent of the Swedish population is
registered as payment defaulters
and therefore subject to governmen-
tally approved debt collection proce-
dures. In addition, private debt col-
lecting companies, e.g. Intrum-Justi-
tia, are operating on a large-scale
basis in Sweden, but it is not clear to
what extent individuals are affected
by this specific kind of debt collec-
ting activities.
No matter how one looks upon figu-
res like this, it is very hard to eva-
luate the magnitude of overindeb-
tedness in Sweden with any accura-
cy. My personal guess is that we are
talking about a percentage of at
least seven to eight percent of the
total population, if one also includes
spouses and children of overindebted
individuals. 

I support this figure of mine by
taking into account the high costs for
living expenditures (e. g. food, hou-
sing, commuting and clothing) in
Sweden, compared to many other
countries in the European Union.
Also, the level of total taxation in
Sweden is one of the highest in the
whole world. At the same time, the
average salaries in Sweden are no
longer at the European top level. In
other words, there is no reason to
believe that the majority of Swedes
are having a more prosperous life
than other EU membership states.
Therefore, it is likely that the
amount of overindebtedness in Swe-
den is at least on the same level as
in other comparable countries within
the European Union.

Debt counselling 
Sweden is divided in 290 municipali-
ties (kommuner). Most of the muni-
cipalities (87%) offer debt counsel-
ling free of charge to municipal resi-
dents. However, this service that is
financed through municipal taxes is
not mandatory (i.e. regulated by the

Swedish law). Also, the Law Enforce-
ment Service provides some, albeit
limited individual debt counselling
services. The Swedish Consumer
Agency (Konsumentverket) provides
general, but not individual, informa-
tion about debt counselling, mainly
through web-based information pak-
kages. In addition, there are exam-
ples of debt-counselling activities
governed by local initiatives (e.g.
churches, labour unions and volun-
teering organisations). 

One of the main aims of debt coun-
selling in Sweden is to guide overin-
debted households through the pro-
cedure of debt adjustment. The Debt
Relief Act (Skuldsaneringslagen) that
came into force in 1994 so far has
only resulted in 35 803 applications
for debt relief until now (October
2004). 

Out of these applications about 55%
were rejected or cancelled by the
Law Enforcement Service or courts.
In addition, an unknown number of
households have reached agree-
ments directly with the creditors.
However, in an international per-
spective, the amount of relieved
cases is remarkably low in Sweden,
compared to, for example, Finland.
Another way to express this is, that
it is very difficult to qualify for debt
relief in Sweden.

Relations between overindebted-
ness and employability
Parallel to the missing statistical
figures considering the total amount
of overindebtedness in Sweden, the-
re is no valid information to what
extent overindebted individuals also
suffer from unemployment. 

A qualified guess is that the unem-
ployment figure in this group far
exceeds the number of individuals
without severe debt problems. Nati-
onwide, very little has been done to
assist overindebted people to find
work. There is a handful of munici-
palities though, where one can find
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examples of a good practice, at least
to empower overindebted people to
find their way back into work-life. 

The main problem in this context, in
my view as a psychologist and
health researcher, is the extreme
marginalisation that overindebted-
ness brings about. Recent research
has clearly shown that overindebted
individuals and their families are
characterised by a deep, long-term
psychic trauma, which in turn easily
results in severe deterioration of
mental and physical health (Ahl-
ström, 1998, Hintikka et al 1998,
Nykänen et al, 2004). Because of
this, in most cases people simply
lack the power to work, or even to
apply for work.

In Sweden, we have a situation whe-
re payment defaults, registered eit-
her by the Law Enforcement Ser-
vices, or its private counterpart UC

(Sweden´s leading business and cre-
dit information agency) are public,
whereas criminal records are not!
This means that it is very easy to get
access to information about overin-
debted individuals. This state of
affairs is in sharp contrast to most
other EU member states, where the
personal integrity of individuals, also
in the economical domain, is protec-
ted by law. The ease with which indi-
vidual records of payment defaults
can be retrieved, has become an
increasingly important factor in
employers' recruitment strategies.
This holds especially true when it
comes to jobs where the employee is
handling cash money, e.g. cashiers.

In the amendments to the Swedish
Debt Relief Act unemployment is no
longer an obstacle to debt relief.
However, other groups, such as
small entrepreneurs, are usually
excluded from debt relief.
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Some preliminary facts 
about Denmark

–– 5.2 mill. inhabitants
–– Since decades a well functioning system

for mortgage credits
–– A reasonably well functioning market for

renting apartments
–– A highly developed social security sy-

stem, including a very high rate of com-
pensation in the event of unemployment

–– Historically low rates of default in pay-
ments with banks and building societies

–– Unemployment rates declining, expected
to continue (depending on political 
inclination(!))

–– A very high participation of women in
the workforce

–– A very humane debt enforcement
system

–– The urge to seek refuge in formalised
debt rescheduling may not be all too
great

–– 2 000 decrees of bankruptcy per year,
including both corporate and personal
insolvencies

Overindebtedness 
in Denmark

Lars Lindencrone Petersen

High Court Judge
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The debt rescheduling regime

–– No debt counselling organisations – a
recent proposal to establish such was
turned down

–– Since 1984, a court based system with
the obligation that the courts advise the
debtors on the possibility of getting debt
rescheduling

–– Approx. 6 000 applications per year

Characteristics 
of the Danish model

–– The lapse of the part of the total debts
which shall not be paid, occurs up front,
i.e. at the time of the court order of
rescheduling

–– The debtor’s default in payment does
not automatically mean that the debt
revives – only if the debtor ”grossly vio-
lates” his duties

The statistical and 
sociological data

–– So far, no efforts have been made to
investigate the effects on the debtors
and their households of debt reschedu-
ling/rejections – which means that all
statements in this respect have the 
character of assumptions 

–– 2 000 decrees of debt rescheduling, 
4 000 rejected

–– Average handling time 6–8 months from
the filing of the application until the pas-
sing of the court order of rescheduling
(in the case of rejection: 
approx. 4–6 weeks)

–– The standard cause for rejection: Unsta-
ble economic situation of the debtor, i.e.
unemployment, education, etc.

»

»



Introduction
The European Conference of Experts
organized by the ASB will focus on
the question of overindebted
people's access to the labour market.
This presentation, however, takes a
different approach to the issues of
employment and family indebted-
ness. This angle stems from the line
of research that is currently being
followed in the Observatório do Endi-
vidamento dos Consumidores
(Observatory of Consumers Indeb-
tedness) (OEC) . 

The OEC was created in 2001 in the
wake of research into family credit
and indebtedness that a group of
lecturers in the Faculty of Economics
of the University of Coimbra had
been pursuing since 1998. 

In July, a one-year project was start-
ed with the aim of analysing the
financial sustainability of families in a
situation of unemployment, especial

ly where there are outstanding credit
debts for consumption and housing.

Based on the work already carried
out, especially the interviews con-
ducted, we have compiled an initial
picture of Portuguese society in
terms of the relationship between
unemployment and over-indebted-
ness. We can see two, albeit inci-
pient, profiles in this picture which
we have termed the grasshopper and
the ant, as in a kind of fable.

It should be noted that the data
dealt with here are of a provisional
nature, providing only an initial rea-
ding of the reality. Any criticisms,
comments and suggestions will the-
refore be warmly welcomed.
Some aspects relative to the regula-
tions dealing with over-indebtedness
in Portugal and the recent trends in
the labour market will be outlined
first.

1. Consumer credit 
and indebtedness: 
a new world to be explored

In Portugal, the development of con-
sumer credit started relatively late
compared with most of the European
Union's Member States, especially
with respect to the countries with a
Protestant tradition, in the north of
Europe. In the favourable social and
economic climate of the 1990s con-
verging changes occurred on the side
of supply of – deregulation of the
credit market – and demand for cre-
dit, , which explains the expansion of
mortgage and consumer credit. This
is a new phenomenon with associa-
ted economic, social and cultural
consequences (Marques and Frade,
2003: 123).

The rate of family indebtedness rose
from 20 per cent in 1990 to 40 per
cent in 1995 and 110 per cent in
2003. However the rate payment
default is limited (2.5%, according to
the Bank of Portugal).

This phenomenon has had a deep
effect on the way Portuguese society
has come to deal with credit and
consumption. A sense of taking
advantage (using the credit that has
become accessible and cheaper)
exists alongside one of cultural rejec-
tion (consuming instead of saving is
contrary to the cultural habits of
many Portuguese). 

This contradiction is reflected in the
discussion on public initiatives for
regulating overindebtedness, either
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supporting them, or categorically
rejecting them (Marques and Frade,
2003: 121).

2. Overindebtedness: 
an undercover reality

2.1. First regulatory steps in dealing
with overindebtedness

There is no legal system to deal with
consumers' overindebtedness pro-
blem in Portugal. Nevertheless,
some regulatory initiatives have
been put forward, which represent
distinct regulatory models. The
unfolding debate thus revolves
around a judicial approach, vs. an
extra-judicial mediation solution.

Everything started about eight years
ago (1996), when the Ministry in
charge of consumer protection set
up a Commission to draw up a con-
sumers' code. In 1999, the Ministry
submitted the part corresponding to
the remedy for overindebtedness for
prior discussion. This proposal pre-
sented a classical civil procedure,
extremely formal and slow, accor-
ding to which the court would take
at least a year to come to a decision.
The proposal, in fact, comprises an
unduly judicialised procedure, which
would have worsened the already-
existing work overload of the courts.

After this initiative, during the con-
sulting process (2001) the Ministry
of Justice, presented another propo-
sal based on a non-judicial mediati-
on system. It was regarded as being
more effective for dealing with such
a complex issue as household over-
indebtedness. In that proposal,
mediation was the key word. It
would be provided by public or priva-
te institutions, recognised by the
Ministry of Justice. It would require
the establishment of mediation net-
work centres, able to give informati-
on and debt counselling to consu-
mers, and to help them in negotiati-
ons with creditors when they are
bankrupt. The courts would work as
an appeal mechanism when the deb-
tor and his/her creditors were unable
to reach a voluntary payment plan.

2.2. The 2004 Bankruptcy Code

When the government changed from
socialist to a centre-right coalition,
the course of events changed directi-
on. The two proposals then under
discussion were, at least unofficially,
set aside.

In 2003, the government submitted
a proposal to revise the 1993 Bank-
ruptcy Code. This code was aimed
largely at the corporate sector, but it
did include some rules on the insol-
vency of private individuals whose
application was, however, always
only marginal. The fact that the pro-
cedure is complicated and slow goes
a long way to explaining why it was
scarcely used.

Research on the judicial system con-
ducted by the OEC has shown that
cases of bankruptcy of individuals
were not only rare, but they were
overwhelmingly related to family
businesses. These are small enter-
prises that collapse, with the result
that creditors seek the bankruptcy of
the partners, nearly always a couple,
who have given guarantees to the
company (surety, security). 

Cases of insolvency linked to indeb-
tedness for consumption and hou-
sing are rarely found in the judicial
system. It does not seem, therefore,
that the court is an appropriate
forum for resolving this new kind of
dispute, whose profile is unrecogni-
sed by those operating the judicial
system.

Nevertheless, this was the solution
that the Portuguese legislator upheld
when it approved the new Bank-
ruptcy Code, which has just come
into force (September 2004).
Although it is still mostly concerned
with companies, this Bankruptcy
Code contains a more detailed set of
rules relating to the insolvency of in-
dividuals than the previous one. The
regulatory model envisaged, based
on a "fresh start" philosophy, embra-
ces two alternative procedures.

The first is based on the liquidation
of the debtor's assets, allowing a
discharge of remaining debts. After
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liquidation there is a 'probationary'
period of five years in which the
debtor must allocate his/her dispo-
sable income to the payment of the
debts that have not been fully met
during the insolvency proceedings
(assignment). Only after this, and if
his/her conduct has been exemplary,
can the debtor apply for exoneration
from the liability, thereby obtaining
forgiveness of what remains unpaid.

The second procedure concerns the
approval of a payment plan. This
voluntary scheme must be submitted
to the court by the debtor and is
subject to the approval of a majority
of creditors. The approval ends the
bankruptcy procedure. 

Both these procedures take place in
the ordinary courts, which can only
with difficulty lead to a decision in
under a year, entailing financial,
social and psychological costs for
debtors and creditors alike.

It is thus felt, in Portugal, that nego-
tiated, conciliatory mechanisms
should be sought, perhaps combined
with a judicial route. Alternative Dis-
pute Resolution (ADR) procedures

are faster and inclined to be less
onerous. They are also less socially
and psychologically stigmatising. The
judicial system should serve as a
court of appeal for those cases whe-
re it has been impossible to reach an
extrajudicial agreement, or where
lack of assets means that a feasible
payment plan cannot be established.
The interaction between the Bank-
ruptcy Code and the proposed legis-
lation presented by the socialist par-
ty(in opposition) in 2003, would
make the regulatory system globally
more appropriate and effective.

The socialist party's proposal argues
that the "juges de paix" (Justices of
the Peace), which combine a phase
of mediation with one of judicial
decision, would be able to deal with
cases of over-indebtedness success-
fully. The liquidation established in
the Bankruptcy Code would be useful
in cases where agreement has not
been reached or the plan is not fea-
sible.

The absence of such interaction and
the failure of the courts system in
this domain lead us to suppose that
overindebted Portuguese will still not
have an effective system available to
them, a system that can quickly
resolve their problems without leav-
ing them outside the social sphere,
the labour market and the market in
general.

2.3. DECO and its 
debt counselling function

As there is no specific system for
dealing with consumer insolvency,
typical cases of overindebtedness
linked to housing and consumption
are only picked up by consumer pro-
tection associations, notably by
DECO, the largest association of that
nature in Portugal. 

In 2000, DECO set up debt counsel-
ling offices for the overindebted in
its head office and in the seven dele-
gations in other parts of the country.
Its experts (lawyers) try to renego-
tiate a payment plan with creditors.
Despite the success achieved in
renegotiating debts, DECO does not
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know the degree to which debtors
effectively comply with the agree-
ments. A tendency for the number of
cases to increase year by year has
been observed, which is partly
explained by the worsening financial
circumstances for some families and
partly by the growing visibility of this
problem and of the role of DECO in
the media.

DECO's initiative is the only visible
expression of any sort of debt coun-
selling system in Portugal. Its scope
of action is, however, limited in geo-
graphic terms. DECO will only inter-
vene when no executive action has
yet been brought. Finally, DECO's
help tends to be sought only by
people with a certain level of educa-
tion (middle or higher), who are
aware of its role and who, further-
more, live in the country's larger
urban centres. It is thus reckoned
that there are more overindebted
individuals than those who resort to
DECO.

Debt collection firms have been
practising indirect and informal
mediation of debts.
In the last decade, several foreign
companies operating in this sphere
have established themselves in Por-
tugal, and others have been created
in the meantime.

Financial institutions, telecommuni-
cations and other firms are increa-
singly opting to outsource the functi-
on of "debt collection", entrusting
the task to specialised firms. These
firms try to get debtors to pay the
arrears, and make contact in writing,
by telephone or in person. To accom-
plish their mission, debt collection
firms end up by agreeing a stagge-
red payment of the debt, adjusted to
the debtor's financial possibilities.
The success of their intervention is
in their functioning, like DECO, as a
filter for the judicial system. A judici-
al system that has been virtually
colonised by actions to recover small
amounts of debt. But unlike DECO,
the renegotiation undertaken by the-
se firms is individual (just one debt)
and not collective (several debts).

The "mediation" is thus simply a
technique that serves the interest of
their clients (the creditors), not an
activity that has been developed to
solve the financial hardship of deb-
tors.

3. Unemployment: 
some statistical data

When a high rate of indebtedness
(even though the effort rate stays at
25–26%) is combined with deterio-
ration in the labour market, conditi-
ons favourable to a worsening of the
financial situation of some families
are created. This worsening is even
more marked when there is definite-
ly no effective system for dealing
with over-indebtedness in place.

The Chart below shows the evolution
of the unemployment rate in Portu-
gal over the last few years.
After a sharp drop at the end of the
1990s, the jobless total has been
rising steadily since 2001. In the
first quarter of 2004, according to
the Instituto Nacional de Estatística
(INE) the rate was 6.8%.

Looking at the distribution of those
becoming unemployed due to end of
contract, in 2003, it was found that
the main reason was directly related
to the insecurity of the job, in that
about 26% of the unemployed were
jobless because their fixed term em-
ployment contracts had come to an
end. A further 19% had been fired.
Unemployment caused by the closu-
re of firms and mass dismissal ac-
counted for 13% of the unemployed.

The Bank of Portugal's annual figures
for the past few years show that
default on loans to individuals remai-
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The two empirical studies have
revealed the existence of different
patterns of consumption and indeb-
tedness, which arise from distinct
socio-economic lifestyles and scales
of values. These divergences in turn
show a different sustainability in
terms of the family of unemployment
and of job insecurity.
The interviews conducted resulted
from a randomised sample and the
conclusions drawn from them cannot
be further extrapolated for the uni-
verse of the families.

First empirical study: 
interviews with the unemployed
In the first study, workers from
various industrial plants that have
closed were interviewed (textiles,
metalwork, ceramics, food industry),
to learn if they had managed to con-
tinue paying their debts and how, or
if they had failed to do so.
The interviewees were factory wor-
kers whose average age was forty,
with low levels of education and few
professional skills (especially know-
how), although some had reached
middle grade positions. Salaries

were relatively low, almost always
less than € 600 a month (without
overtime).

As these companies had been esta-
blished in the market for many
years, some workers had been wor-
king for them for over thirty years.
Some had started at the age of 12
and never worked anywhere else.

The firms had closed at the begin-
ning of this decade and in no case
was closure doe to lack of orders.
The reason was almost always relo-
cation or a change in company stra-
tegy. All the workers were receiving
unemployment benefit, which was
now coming to an end for some of
them. Hardly any had found new
jobs. Their relative advanced age,
poor qualifications, crisis in the sec-
tor where they had worked and the
long-term unemployment benefit
were some of the reasons given.
Although the companies were in or
just outside large towns or cities, ,
the workers had continued to keep
to a strongly rural or semi-urban
lifestyle, in line with their socio-eco-
nomic origins.
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Nevertheless, the negative trend in
the labour market enables us to
advance the hypothesis that failure
to meet debt obligations will tend to
increase in the near future. 

And if this does not occur, it will be
(second hypothesis) because mecha-
nisms have been put in place in the
market and/or society to "cushion"
the negative impact experienced by
families when jobs are lost.

To test these hypotheses, the Consu-
mer Indebtedness Observatory has
recently initiated a research project
designed to study the relation bet-
ween unemployment and overindeb-
tedness in Portugal.

For this, two empirical studies are
being carried out, based largely on

personal interviews. The first study
concerns interviews conducted on
workers who have lost their jobs and
who used to work for large compa-
nies which have closed or relocated.
For the second study interviews were
conducted with debtors who had
sought the assistance of DECO to
renegotiate with creditors and deb-
tors who had been contacted by debt
recovery firms. In the first instance,
we were looking for any overindeb-
ted individuals among the unemploy-
ed. In the second we were trying to
find out from the overindebted to
what extent unemployment or job
insecurity had influenced their insol-
vency. 

Below are the first results of this
ongoing research.

II. A research project on overindebtedness 
and unemployment: preliminary outcomes



Their consumption was neither as
intense nor as diversified as that
found in the second study. There
was a strong habit of saving, even
though wages were low.

The relationship with credit was nil
or extremely limited (buying a house
and, in some cases, a car). A feeling
of great mistrust, to the point of
refusing credit, predominated. This
feeling was bolstered by the loss of
their job, and very few of the inter-
viewees admitted they would be like-
ly to resort to credit in the future.
Credit cards were not used, and in
many cases this was a totally
unknown means of payment.

Low levels of consumption, low
indebtedness and the existence of
own savings still do not entirely
explain the almost complete absence
of defaulting on credit commitments.
Other factors are also involved.
In the first place, given the low
wages of this group, there is very
little difference between what they
earned when they were working and
what they are now getting in unem-
ployment benefit. In addition, they
have tried to top up their income by
taking on small informal jobs (dome-
stic cleaning, for instance), or by
their spouse working more overtime,
where possible.
These people try to restrict their
family expenditure as far as possi-
ble. Their priorities are feeding their
children and paying the banks. They
have almost all given up personal
spending (clothes, hairdressers, lei-
sure, holidays and sometimes even
medicines).
In spite of the hardships they are
facing, these people maintain a very
strong ethical attitude in relation to
their debts: honour the commitment
made. To this ethical aspect is added
the sense of preventing at all costs
the loss of what they have achieved
with their labours (home) and they
will make untold sacrifices for this.
Losing these assets would be like
losing twice: first the job and then
what they have achieved thanks 
to it. 

There is another important feature in
the life of these interviewees. They
enjoy quite strong informal solidarity
networks. Friends, and above all
families, , help to keep these indivi-
duals integrated and they are the
ones who sometimes stop them from
entering into default. Although the
support may take the form of
money, it is much more likely to be
in kind (food, clothes).
The pattern of behaviour found
makes it possible to classify these
interviewees, symbolically, as the
ants of society.

It might be said that the greatest
vulnerability of these people – the
ants – stemming from job loss is not
felt at the financial level, but at the
psychological one. Loneliness, lack of
prospects for the future, no plans
and projects, low self-esteem (too
old to get another job, too young to
retire) are the aspects observed in
these ants, which in some cases
have already led to depression and
even alcoholism.

Second empirical study: 
interviews with the over-indebted 
In the second study, as mentioned
earlier, interviewees were conducted
with individuals who had sought help
from DECO to renegotiate deals with
creditors, and with some who had
been contacted by debt collection
firms.

Nearly all the interviewees lived in
Lisbon. Their ages varied, but the
25–40 age groups are dominant.
Not all were unemployed, but unem-
ployment was the main cause of
their defaulting, followed by health
problems and excessive debt combi-
ned with bad management of the
family budget.

A great many of the interviewees
have, or have had, insecure jobs.
Short-term contracts and high job
turnover were common. In some
cases we found what Sullivan et al.
(2000: 88) called 'job skidding': the
interviewees were finding work, but
with less and less professional
responsibility and lower pay. Never-
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theless, some of the interviewees did
have a longer-lasting job, which was
lost for various reasons.

Most of the interviewees had schoo-
ling to the middle or higher level,
though there were a few with low
educational levels.

Wages were between €750 and
€1000. This sum was almost doubled
when a couple was involved. The
level of saving was low.

The prevailing lifestyle was urban;
consumption was intense and varied.
Credit was commonly used, and not
only for buying a house, but also for
consumption (car, household appli-
ances and even trips and holidays).
The credit card was a familiar means
of payment. Credit facilities and a
lifestyle where having goods of a
particular kind and personal image
are of considerable social importance
encourage a certain temptation to
consume, and to use credit.

When unemployment strikes there is
a greater tendency for a gap bet-
ween earnings from work and unem-
ployment benefit. This means that
informal jobs are often resorted to.
These people may be symbolically
termed grasshoppers. They find it
hard to satisfy a high level of indeb-
tedness and to establish financial
priorities, especially when they lose
their jobs or experience 'job skid-
ding'.

From the ethical point of view, gras-
shoppers still consistently manifest
an intention to pay their debts. Their
willingness to make sacrifices in con-
sumption and exert great financial
discipline does not seem to be as
strong as that shown by the ants.
This situation is aggravated by the
fact that their informal solidarity net-
works are more fragile and less ope-
rational.

It may thus be concluded that the
grasshoppers – who to a certain
extent correspond to the "fragile
middle class" referred to by Sullivan
et al. – are more vulnerable to the
financial consequences of job loss,
even though they generally have a

higher disposable income. This vul-
nerability is expressed in more fre-
quent defaulting on debts, due to a
more intense consumption pattern
and higher indebtedness.

To sum up:
It is too early yet to compile a final
portrait of Portuguese society in
terms of overindebtedness and
unemployment. The profiles descri-
bed here are not only incomplete,
but they are also quite simplified.
There are ants among the grasshop-
pers and the opposite is also true.
Furthermore, there is nothing to
indicate that all the behaviours exi-
sting in Portuguese society have
been exhausted: this is just an initial
reflection, which needs to be deepe-
ned and strengthened.

It does, however, suggest that Portu-
gal has a long way to go before it
arrives at the central theme being
discussed at this meeting. What is
being disregarded is whether it will
arrive sooner than forecast and end
up by being added to all the other
issues that have still only just begun
to be tackled.
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Overindebtedness and consumer
insolvency caused by the former

are complex and multi-layered phe-
nomena. But then and why does
insolvency (colloquially referred to
as bankruptcy) occur? It seems right
to define the phenomenon as a
situation in which the debtor, his/her
rigid costs of living deducted, is
unable to service the debt. It is in
fact then that insolvency occurs.
There are lots of reasons for insol-
vency. Considering the subject of the
conference, I would like to focus on
overindebtedness. At this stage, the
potential consequences of insolvency
include:

–– collapse of traditional financial
management of households and,
as a result, poverty with immi-
nent social exclusion,

–– "debt spiral",

–– poverty-related pathologies,

–– escaping debts which are impossi-
ble to be repaid, by starting to
operate in the "grey zone",

–– losses sustained by financial insti-
tutions,

–– fall in fiscal revenues (the debtor
who enters the grey zone due to
overindebtedness makes the tax
base shrink by this act),

–– increase of welfare expenditures
(deriving income from work done
in the grey zone does not, actual-
ly, present a barrier to claiming
social assistance benefits).

The above list is hardly complete
and likely to get longer as research
done on the subject will continue. 

So what is the extent of overindeb-
tedness in Poland? Providing a preci-
se answer is, unfortunately, impossi-
ble, for as far as I know, no compre-
hensive research has been done so
far on the issue of overindebtedness
and its social effects in my country.
It is true that my organisation, the

Society for Promotion of Financial
Education (SKEF), has implemented
an Insolvency Counteraction Pro-
gramme which, besides debt coun-
selling, also includes certain
research work. But, as a matter of
fact, the Society does not have the
potential required for a comprehen-
sive in-depth research. We thus have
to resort to estimates of scale of the
phenomenon, based on the publis-
hed data that concern financial
results in the banking sector. Accor-
ding to the report issued in May
2003 by the Credit Information
Office Joint Stock Company (an enti-
ty covering the operation of about
85% of bank facilities in Poland), 1
million bank customers in this coun-
try find it very hard to repay their
credits. Out of that number, close to
430 000 bank accounts collection
proceedings were carried out, and
220 000 credits were considered
bad. The data published by the
National Bank of Poland regarding
financial results of the banking sec-
tor in the first quarter of 2003 indi-
cate growing problems related to
credit-caused overindebtedness. As
the growth trend reveals, from
December 2002 to December 2003
the rise amounted to:
104.3% as regards bad credits
105.7% as regards doubtful credits
108.3% as regards credits under 

monitoring
97.1% as regards regular credits

The above mentioned trends are
further confirmed by data concerning
the rise of reserves established in
the banks for bad debts. They are
also revealed in day-to-day practices
of the Centres of Finance and Credit
Counselling, run by the Society for
Promotion of Financial Education.
Consultants employed in the Centres
of Gdynia and Katowice expressly
indicate the growth of the above
mentioned phenomena (the Centres
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provide counselling to the overindeb-
ted free of charge). Last but not
least, the same is confirmed by the
press (for instance in "Bankomatnia"
[Bank Trap], an article in "Wprost"
weekly, vol. 1042 of Nov. 17, 2002),
where Polish and foreign examples
are quoted.
It is well worth adding at this occasi-
on that insolvency may also concern
co-signers that fall prey to the crimi-
nal acts of people having obtained
credits under false pretenses. All of a
sudden they have to repay the debt
by themselves. Poor awareness in
that respect is a problem in itself.
While risk is calculated into the busi-
ness of credit institutions, excessive
insolvency harms them, too. For
whenever the number of insolvent
clients exceed 10%, the income-ear-
ning capacity of the institution is in
jeopardy.

And thus we have to cope with a
growing, multi-layer phenomenon
entailing a number of negative con-
sequences. The social problem keeps
growing, although the scale of its
negative impact has only partly been
recognised so far. And yet instru-
ments of counteraction have to be
employed right now. The presentati-
on of Mr Liam Edwards, our collea-
gue from Ireland, shows that overin-
debtedness is present in other coun-
tries as well and is hardly a Polish
specialty. In Ireland, however, the
problem has not only been recogni-
sed by public authorities, but has
been also addressed by them, by
means of establishing a network of
centres (MABS) created to curb the
negative impact of overindebted-
ness. In many countries the issues

related to the phenomenon are dealt
with by state welfare services, con-
sumer organisations or other specia-
lised institutions. No matter how
varied the instruments that are
employed, though, in a majority of
the developed countries the problem
is addressed by public authorities,
actively involved in programmes
aimed at limiting the problem. 
Considering the difficult economic
and social situation in Poland, the
issue which is the subject of our con-
ference overlaps many other patho-
gens and hence its rise is particularly
dangerous (all the more so because
hardly anybody recognises the threat
of overindebtedness and its negative
consequences). In combination with
other adverse social phenomena the
issue of overindebtedness becomes
even more acute and requires taking
adequate measures. Counteracting it
is possible by means of prevention
and by creating legal opportunities
for people to extricate themselves
from insolvency, which is a hopeless
task nowadays, as a rule.

The preceding speakers have indica-
ted that consumers are exposed to
influence exerted by omnipresent
advertisements and messages pro-
moting consumer attitudes. The
messages oftentimes reach custo-
mers whose knowledge is insufficient
to allow them to properly assess the
consequences of their decision about
contracting credit. As a result, pro-
blems of credit repayment follow,
and so does a whole range of negati-
ve effects of their act. The need to
take up educational activities in that
respect is obvious and the Society
(SKEF) will do their best in the field.
Considering the scale of the pheno-
menon, however, SKEF alone is not
likely to succeed in combating con-
sumer insolvency, even if it were
backed up by a hundred of other
non-governmental organisations in
its pioneer efforts. It is joint actions
of public authorities and specialised
NGOs that are needed. 
This having been said, the adaptati-
on of the Irish model of MABS to Pol-
ish realities is well worth conside-
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ring. In order to do that, all the
actors mentioned at the beginning of
the paper – indebted consumers,
lenders and public authorities –
should be attracted to take common
actions. In my opinion it is possible,
between them, to define the scope
of necessary (and feasible) educati-
on activities, including counselling
open to the public etc., and to agree
on legal provisions for consumer
bankruptcy. The present situation
where legal solutions in that respect
are missing, means a deadlock and
personal tragedy to people who are
overindebted, poor prospects for
recovering the whole debt to the len-
ders (even those initiating enforce-
ment proceedings), and lower reve-
nues combined with growing social
problems – to the state. Involve-
ment of public authorities is thus a
precondition for limiting the negative
effects of the phenomenon of insol-
vency. Statutory measures are badly
needed in that field.
A bill on counteracting insolvency of
a natural person and on consumer
bankruptcy (as the working title
reads), now being drawn up by Par-
liament, concerns combating pover-
ty, one of the reasons for which is
insolvency, and tackles the issue of
preventive measures aimed at con-
sumer protection. The aim of the
regulation, partly outlined in its title,
is to provide for rules of publicly
available counselling on household
finance (also to single-person house-
holds) which could prevent overin-
debtedness and insolvency. The draf-
ted piece of legislation is supposed
to specify tasks of public administra-
tion in that respect, and rules of its
co-operation with the third sector
(NGOs). Such counselling could, to a
considerable extent, be based on
volunteer work, with the involve-
ment of county-level consumer om-
buds. Yet another aim of the bill is to
allow overindebted people to come
back to normal life, while respecting
the interests of the creditors.
Providing for consumer bankruptcy
should be viewed as paving the road
to the debtor out of a hopeless situa-

tion. If political will is shown, the
drafted piece of legislation should
provide a legal definition of the
situation which is the basis for decla-
ring consumer's bankruptcy, and
specify legal and financial conse-
quences and terms of arrangements
between debtor and lender. When
drafting legal solutions, the duration
and scope of guardianship over the
bankrupt consumer should be pro-
perly designed. The consumer put to
bankruptcy would, as a result of the
latter, get a real chance of meeting a
majority of his/her obligations. In
return for the reliefs granted he/she
would abandon a part of his/her
rights (guardianship). Thanks to the
guardianship the creditor would, in
turn, be offered public guarantees
that the part of the debt which can
be recovered without harm to the
satisfaction of basic needs of the
debtor and his/her family would be
repaid to the creditor. Bankruptcy
can also prove to be an effective
barrier to further overindebtedness.
The institution of consumer bank-
ruptcy has been successfully used in
many countries, offering to those
overindebted an opportunity to re-
enter normal life. This, in fact, lies in
the interest of all those involved in
the problem of insolvency, conflicting
as their interests might seem. Social
aspects speak in favour of making
attempts to develop relevant legal
solutions, as becoming overindebted
means being caught in a trap, with
no chance of getting out.

Unless the issue is properly regula-
ted, insolvent consumers will keep
joining those working in the grey
zone and the lines of social assistan-
ce clients. This should be a matter
for proper consideration by Polish
MPs and representatives of all politi-
cal forces. The Society for Promotion
of Financial Education is always com-
mitted to solving the problem, as is
shown already in the fact that it was
SKEF that designed the above-men-
tioned bill on counteracting insolven-
cy of physical persons, guided both
by foreign examples and the experi-
ence it has accumulated so far. 
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What is FinanzCoaching?
FinanzCoaching is a project of KWH
debt counselling services implemen-
ted from September 2002 to Decem-
ber 2004 in the context of the Schul-
den Shredder EQUAL project.

The project focuses on the question
in which way debt counselling ser-
vices and training institutes which,
on behalf of the Austrian Public
Employment Service, organise cour-
ses for unemployed persons, could
cooperate in order to meet the follo-
wing objectives in the best possible
way:

1. Indebted participants in courses
are professionally coached with
regard to their financial problems
so that debts cease to be a bar-
rier to labour market access. 

2. The coaching resources of debt
counselling services are efficiently
used.

In spring 2003 two staff of KWH
debt counselling services, in coope-
ration with ibis acam training institu-
te, drafted a coaching model, which
has been tested in ibis acam courses
since the beginning of June 2003.
Step by step, practical experience
gathered in this way has been inte-

grated in the model, which has thus
been optimised continually. After the
implementation stage in spring
2004, this well-tried coaching model
and any materials and methods
developed in this context will be
made available to all debt counsel-
ling services in Austria. This spread
of project results has been schedu-
led for the second half of 2004.

The objective of the project is to
draw up a coaching model that may
subsequently be implemented as a
cooperation of one of the debt coun-
selling services with one or several
training institutes. Thus, what is
aimed at is providing an additional
tool for debt counselling services in
addition to routine counselling work.

The model does not focus on specific
types of courses but is open to
indebted participants in a wide range
of courses funded by the Public
Employment Service, for instance
vocational orientation, job coaching
or qualification courses. Its short-
term goal is to alleviate debt pro-
blems to an extent that employment
of those affected will become possi-
ble. However, counselling is continu-
ed also after a job has been taken
up in order to ensure that debt pro-
blems are sustainably solved and
that employment is thus secured in
the long run.

Current state of 
model development
According to the current model,
coaching is structured are as follows:

1. Trainers name participants in
courses who are eligible for finan-
cial coaching.

2. Preparatory lecture: participants
attend a 2-hour information event
in which debt counsellors impart
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basic information on the theme of
repayment schemes and relevant
requirements to be met.

3. Clearing talks with debt counsel-
lors: in one or two talks, we
obtain an overview of the situati-
on of the indebted person in que-
stion and we jointly draw up a
concrete settlement plan. Then it
is decided whether the person
concerned will continue to be sup-
ported by the debt counselling
service also at the implementati-
on stage or whether specialised
debt trainers will take over.

4a.Continued counselling by debt
counselling services: the debt
problems of the person concerned
are very complex and will take
several months to settle (e.g. in
the case of personal bankruptcy
proceedings).

4b.Future coaching by the debt trai-
ners of ibis acam: the debt pro-
blems of the person concerned
may more easily be solved and in
a shorter time (e.g. negotiating
payment by instalments).

The debt trainers are a group of 10
selected trainers who have attended
a 3-day course where basic knowled-

ge in debt counselling is taught so
that they are able to perform the
tasks named under 4b.

Why do we need FinanzCoaching?
We have started the project Finanz-
Coaching because we are convinced
that it will hardly be possible in the
near future to meet the demand for
debt counselling within the existing
counselling structures.
Therefore we think it is sensible to
develop new cooperation structures
with social service institutions that
work with indebted clients, on the
following basis:
–– We give the staff of the aforemen-

tioned institutions an introduction
in debt counselling and teach them
basic debt counselling know-how.

–– In this way they are able to carry
out simple counselling steps them-
selves or perform preparatory
tasks with regard to subsequent
counselling by debt counselling
services.

This will facilitate a more efficient
use of coaching resources by the
debt counselling services.
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Best Practices – SNAPSHOTS

Finland: 
A project on Financial coaching has been planned and is due to be 
implemented in 2006.

Ireland: 
A project for the traveller community has been started, including 
outreach work as well as people from the traveller community to work
within MABS.
A saving scheme for prisoners has been introduced with the idea to get
them to join the local credit union.

Poland:
Projects on financial education have been developed, including a guide
book for school libaries.
Entrepreneurship is to be included as a subject into the school system,
but the curriculum is not yet perfect as sound information on the 
financial market is missing.



Challenges and 
Ways Forward

Discussing challenges and possible ways forward in order to overcome overindebtedness 
as a labour market barrier the following issues and areas of work were identified by the
conference participants:

Lack of European standards and data

–– A lack of standards and data at both national and European level has to be overcome

–– Comparative analysis is still very difficult

–– Comparable data and harmonisation of standards on financial services are especially
important with regard to the situation in the new EU member states

–– Mandatory instruments to improve the data situation as well as the information
exchange in this area need to be installed

–– A European data bank on debt issues needs to be implemented

–– European networking among NGOs and researchers in the field needs to be 
strengthened 

Lack of awareness

–– In most of the countries political conscience and awareness of debt issues 
are missing

–– There is a general lack of awareness of the conncetion between overindebtedness and
access to labour market

Lack of debt counselling services

–– Debt counselling services need to be available all over Europe

–– A pilot service in Portugal should be started and could serve as an example to 
other Southern European countries

Lack of accountability of creditors

–– Creditors should be involved in the follow up costs for their activities and 
financially support debt counselling work

–– Access to the banking system needs to be guaranteed for everyone; no one 
should be excluded from holding a bank account

–– Money making activities of  banks need to be monitored more closely; 
commission fees and interest rates need to be limited to a certain level by law;

–– New forms of "transnational" credits and credits via Internet need to be 
closely monitored

–– Comparable data on financial services in the European countries need to be 
made available

–– Consumers' rights - and their possibilities to complain - need to be improved

Lack of preventive measures 

–– Financial education needs to be improved in most of the European countries (and 
from a very early age); there is a need for a Europe-wide survey about financial
knowledge among the population and of comparable data and information about 
financial education in the various European countries

–– Measures to fight financial illiteracy need to be introduced

–– Consumers' rights should be protected (just as products are protected)

–– Measures to support small entrepreneurs at risk of overindebtedness need 
to be introduced
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Improving Financial Literacy – 
Some Experiences and Ideas

Germany:

–– A study has recently shown that many people are financially unskilled 

–– A series of booklets on household planning and budgeting has been published by a bank
(Sparkassenverband); another bank (Kommerzbank) has developed a module for finan-
cial training

–– A book on financial education has been published by Udo Reifner, IFF Hamburg

–– There are ongoing activies in the society for household economics

Portugal:

–– There has not been a lot of experience in financial education so far

–– US-researcher Karen Gross from the NW Law School was invited and introduced a conci-
se training course on learning about the value of money

–– A pilot research on financial education was completed; unfortunately there are no
means to proceed on a full scale 

Finland:

–– A project on Financial Coaching has been planned and is due to be implemented 
in 2006

Poland:

–– A guide book for school libraries is available

–– Entrepreneurship as a subject is to be included in the school system, but the 
curriculum is not yet perfect as sound information on the financial market 
is missing.

–– Additional projects on financial education have been developed, their 
implementation is expected for 2005 or 2006 - depending on the financial 
situation of the organisation

The Netherlands: 

–– Obligatory budgeting classes are discussed

–– At the moment financial education depends on the initiative of individual teachers

Ireland:

–– A young persons guide to money has been published.

–– Financial education needs to be delivered in a more structured way in the 
educational system 

Norway:

–– At gymnasium level everyone has to participate in a 5 weeks mandatory course 
on economical planning/household economy
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European Conference – June 05

The conference that will be organised by ASB Schuldnerberatungen GmbH within the
framework of the EU Equal Schulden-Shredder project next year will focus on financi-
al education and other preventive measures to fight overindebtedness as a labour 
market barrier.

The conference will be used to further strengthen European networking on these 
issues.

Hans Grohs, 
general manager – ASB

Michaela Moser, 
PR officer – ASB

We are looking forward to seeing you 
at our next coference

AGREEMENTS

European Networking

The existing CDN-network needs to be re-
established as the main force to counteract 
social exclusion with regard to overindeb-
tedness;

The network needs to be seen (and "marke-
ted") as the one organisation that is able 
to and will deliver comparable standardised
information. 

The network needs to keep operating in
three fields:
–– Social policy
–– Consumer protection policy
–– Legal policy

The networks will continue to include both:
a) Practitioners (NGOs, public services)
b) Researchers

The network needs to be extended to the
EU 25+

Contacts to representatives of ministries
and EU institutions need to be reinforced 
and/or re-established.

Project proposal
A project proposal will be submitted – 
following the current call for proposals from
DG Employment and Social Affairs. 
ASB will take a coordinating role in this –
several others have strong intentions to
cooperate. 
Separate information will be circulated on
this matter!

Contact list
The existing contact list will be extended.
Michaela Moser, ASB will 
coordinate this and try to set up a small
database on contacts.

Websites
CDNs website is still alive though not very
active; there are however resources to keep
it updated
Link: http://www.consumerdebtnet.org/
SFZ-Mainz has also established a European
Website, providing information in German
on the legal situation and debt advice cen-
tres/organisations in several European
countries (including some background
material and links) 
Link: http://www.sfz-mainz.de/seiten/
europa/europa_index.html
Both websites will be maintained and furt-
her developed. 
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