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Victims Without Perpetrators: 

 How Small Loan Laws Led Debtors to “Cause” Bankruptcies 

 

Introduction: 

 

 “Paeans are sung in praise of the honest debtor, condolence at the unfortunate condition 

of the debtor class is the potent manifestation of the advocates of this bill, but underneath all 

these protestations is (sic) the hidden but keen knife of the Shylock to take both blood and flesh 

of these unfortunates whose condition he so much bewails,” railed Representative William 

Denson (D-AL) against the Torrey Bankruptcy Bill (1893:2806). By contrast, Representative 

William Knox (R-MA) contended that the purpose of the proposed law would be that, “the 

honest debtor who shall honestly surrender his property to be divided among his creditors shall 

be discharged from the obligations of indebtedness, and that the honest creditor who has the debt 

shall receive his due and fair proportion of the estate” (1896:4691). Across late nineteenth 

century American legislative debates on federal bankruptcy law, both legislators in favor and 

against bankruptcy (and its voluntary vs. involuntary provisions) overwhelmingly drew upon a 

shared framing of bankruptcy as a conflictual relationship between “creditors” and “debtors”. 

Ultimately, a modified form of the Torrey Bill was enacted as the Bankruptcy Act of 1898, 

largely over Democratic opposition. The law created a judicial process that allowed insolvent 

debtors to receive an immediate discharge absent creditor proof of malfeasance. While both 

creditors and debtors could initiate bankruptcy proceedings, creditors were prohibited from filing 

involuntary bankruptcies against wage-earners and farmers (Skeel 2001:28-44).  

 Despite the conflictual process that led to the enactment of the 1898 Bankruptcy Act, 

after repeal efforts in the first decade of the twentieth century, bankruptcy became a widely 

accepted part of the American political economy. Past scholarship on bankruptcy in the early 
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twentieth century highlights how as farmers and wage-earners increasingly filed for bankruptcy 

protections, the bankruptcy bar was able to draw upon “pro-debtor” ideology to advocate on 

behalf of the bankruptcy law (Hansen and Hansen 2020; Skeel 2001). This research underscores 

that the institutionalization of bankruptcy in the United States was a political and market process. 

However, absent an interrogation of what is “pro-debtor” ideology, this scholarship is limited in 

its ability to uncover how expanding credit markets, farmer and wage-earner bankruptcies, and 

legal interest groups were able to develop a new consensus on personal bankruptcy in the United 

States. How did America’s politics of bankruptcy shift from contentious to consensual between 

the Progressive Era and the Great Depression?  

 Research on credit and debt in the United States has examined the expansion of American 

personal credit markets as a policy choice to ease distributional tensions. In early twentieth 

century America, credit market expansions for farmers (Quinn 2019:79-87) and wage-earners 

(Fleming 2018:47-77; Hyman 2011:10-44) helped to promote demand for consumer goods while 

allowing individuals, particularly at the margins, to support their needs apart from direct 

government provisioning of their welfare. Other scholarship examines this shift to “consumer 

culture” through changing cultural conceptions of debt. For instance, Calder argues that between 

the Victorian Era and the Great Depression there was a shift from viewing debt as a stigma to an 

acceptance of personal debt as a central feature of American life (2000). This research 

collectively underlines that early twentieth century America witnessed a major shift in the 

practice and moralizations of credit. Yet since most credit policies remained determined on the 

state level, little is known about how changing credit relationships actually shaped policymaker 

perceptions of the creditor-debtor relationship.  
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 This article identifies and delineates how conceptions of the creditor-debtor relationship 

in bankruptcy transformed from a conflictual attempt to determine who “caused” bankruptcy in 

the late nineteenth century to a focus on debtors, largely apart from creditors, by the Great 

Depression. Subsequently, I examine why references to “creditors” and “loan sharks” declined 

over time. Placing discourse on bankruptcy in relation to the state-level practice of bankruptcy 

and credit markets, I show that efforts to increase market credit access to working people through 

state-level Small Loan Laws (SLL) led to an increase in conflictual “bankruptcy” framings 

(Benford and Snow 2000). However, as bankruptcy rates increased, federal lawmakers who 

represented states with SLLs became less likely to employ a framing of bankruptcy as a conflict 

between creditors and debtors. I uncover these findings through a computational grounded theory 

approach (Nelson 2020). I employ Structural Topic Modeling (Roberts et al. 2014) on a corpus 

of all legislative floor speeches in the U.S. House and Senate that referred to “insolvency” or 

“bankruptcy” between 1879 and 1939, alongside qualitative readings of archival records from 

the Russell Sage Foundation and legislative speeches and hearings.  

Deepening our understanding of how credit relationships relate to conflictual or 

consensual framings of the bankruptcy helps to shed light on the political foundations of credit 

markets. These findings build on scholarship that explores how algorithmic credit scoring results 

in political demobilization against creditors (Fourcade and Healy 2013; Krippner 2017). Yet this 

literature has been less attentive to the historical antecedents of this demobilization – how the 

creditor-debtor relationship was accepted as a free contract between formally equal parties. I 

extend the literature by showing how changing credit-debtor relationships shaped legislator 

perceptions of bankruptcy to focus on debtors, rather than creditors. In turn, this article has 

theoretical implications by showing how the expansion of rational credit markets themselves 
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paradoxically serves to legitimize an inequitable creditor-debtor relationship (Graeber 2011). 

Legal frameworks that proscribe creditor actions, in preventing accusations of predatory creditor 

behaviors, means that resultant debtor insolvencies are seen as the result of individual debtors’ 

misfortune or malfeasance apart from creditor lending choices. More generally, this 

individualization of failure illuminates a means by which credit markets undermine support for 

the public welfare state (Prasad 2012).  

 

Background: 

Bankruptcy in the United States from the Gilded Age to the Great Depression: 

 

 Bankruptcy is a legal mechanism for the discharge of insolvent individuals’ debts that is 

central to upholding credit markets. Throughout human history, societies have generally dealt 

with insolvency, or the inability to pay back debts, through punitive measures (Graeber 2011). In 

the early modern West, insolvent individuals generally faced imprisonment (Coleman 1974; 

Mann 2002:78-108). However, alongside the expansion of capitalist markets, legal processes for 

debt renegotiation and prioritizing the distribution of debtors’ assets to creditors helped to 

generate the trust necessary to expand credit networks (De ruysscher 2013:185-93). Alongside 

market growth, cultural shifts towards free economic exchanges led reformers and legislators to 

agree that breaching private contracts was an insufficient reason for imprisonment (Peebles 

2013). In a democratic polity, only the state was justified in alienating individuals from their 

right to live free lives (Roehrkasse 2021).   

 Despite the abolition of debtors’ prisons, Americans remained divided by the necessity 

and parameters of bankruptcy. Though Article 1 of the U.S. Constitution authorizes the Federal 

government to enact uniform bankruptcy laws, the United States repeatedly enacted and repealed 

bankruptcy statutes across the nineteenth century (Warren 1935:3-9). While the 1800, 1841, and 
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1867 Bankruptcy Acts were enacted after economic downturns and the Civil War, all were 

ultimately repealed (by 1803, 1842, and 1878 respectively), alongside concerns of the cost of the 

administrative system, the growing scope of federal power, and the ability of Eastern creditors to 

press illiquid Southern and Western traders into bankruptcy proceedings (Balleisen 2001:101-33; 

Skeel 2001:23-32). Yet discussions of bankruptcy contained social and moral dimensions that 

extended far beyond the economic transaction or legal framework. In particular discussions of 

bankruptcy touched upon the nature of “independence” in the American economy, in relation to 

the threats of dependency, enslavement, and emasculation (Mann 2002:254-6).  

 Similar conflicts threatened to stymie the enactment of America’s fourth federal 

bankruptcy statute: the Bankruptcy Act of 1898. The anemic recovery from the Panic of 1873 

and subsequently the Panic of 1893 likely contributed to renewed efforts to enact a uniform 

bankruptcy law (Warren 1935:129-52). However, Skeel (1999) argues that the rise of a national 

economy led trade groups to organize on behalf of a bankruptcy law that would facilitate the 

expansion of unsecured credit markets across state lines (Hansen 1998). While Populists 

continued to vociferously challenge the necessity of bankruptcy or promote a voluntary-only 

bankruptcy law, Skeel argues that Republicans and Democrats forged a political compromise. In 

particular, rather than developing an administrative system to manage bankruptcies, the Act 

created a judicial system that facilitated the immediate discharge of debts if the creditor could 

not find proof of malfeasance. It included both voluntary and involuntary bankruptcy; however, 

only insolvents who were engaged in business (not farmers or wage-earners) with debts greater 

than $1,000 could be brought into bankruptcy involuntarily. States also retained the authority to 

determine the bankrupt’s exempted assets (1999; 2000:35-43). Nevertheless, the bill remained 
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highly partisan, with over 80% of Democratic legislators voting against the final bill. It was 

signed into law by Republican President William McKinley (Hansen and Hansen 2007:211-2). 

[INSERT GRAPH 1A-B] 

Yet, how did the 1898 Act escape repeal, unlike all of its nineteenth century 

predecessors? Importantly, Republicans retained at least partial control of the federal government 

until 1912 (Skeel 1999). However, scholars also highlight the role of market change and legal 

interest groups in solidifying the law. Hansen and Hansen (2020:37-54) argue that bankruptcy 

became popular alongside the expansion of consumer credit markets, as increasingly indebted 

wage-earners and farmers began to voluntarily file for bankruptcy protections (see Graph 1). 

Bankruptcy was thus fortified by developing credit markets in the American economy. By 

contrast, Skeel focuses on the practice of the law. He underscores how legal actors, such as 

judges, referees, and trustees, formed interest groups through organizations such as the 

Commercial Law League and National Association of Referees in Bankruptcy to defend the law 

(2001:80-98). Legal actors’ advocacy was buttressed by the longstanding Populist “pro-debtor” 

ideology in American politics (Skeel 2001:98-100). In sum, scholars emphasize that bankruptcy 

law escaped repeal because ideologically “pro-debtor” citizens and Democratic politicians came 

to recognize the benefits of bankruptcy for debtors. This is reflected in the passage of the 1938 

Bankruptcy Act by unanimous consent.  

[INSERT FIGURE 1 HERE] 

This scholarship uncovers key political and market factors that led to the enactment and 

institutionalization of American bankruptcy in the early twentieth century. However, without 

embedding “pro-debtor” ideology and the practice of bankruptcy in its cultural and social 

context, we are unable to explain how the “diagnostic struggles” of bankruptcy shifted from 
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conflictual to consensual (Halliday and Carruthers 2007:1150-1). First, rising bankruptcy rates 

could have led to more, not less, resistance against creditors. This may not have led to a straight 

repeal of bankruptcy, but rather a reform that made it easier for small traders, farmers, and wage-

earners to discharge or renegotiate their debts. Second, since credit markets and bankruptcy rates 

remained largely shaped by state credit policies (see Figure 1), we need to examine credit 

markets within the federal system in order to understand how changing creditor-debtor 

relationships affected perceptions of bankruptcy. Both alternatives are exemplified by the 29 

states that enacted retrospective debt relief between 1925 and 1934 (Zackin 2020:663). In sum, 

to understand the institutionalization of American bankruptcy law, we need to be attuned to how 

social actors actually thought about bankruptcy within state credit markets.   

 

Small Loan Laws and the Political Economy of Credit in America:  

 Policymakers in early twentieth century America increasingly turned to expanding 

personal credit markets to help individuals provide for their needs while stimulating the national 

economy. Historically, most credit relationships were embedded within personal relationships 

(Mauss 2011[1925]). This is apparent from Colonial Era America. Eighteenth century Virginia 

tobacco planters, such as George Washington, described their lending relationship in terms of 

“friendship” rather than contracts (Breen 1985:58-75, 84-123). Nevertheless, the introduction of 

legal frameworks, such as the collateralization of land and slaves, was central to the creation of 

trans-Atlantic credit networks (Priest 2021:7-10). The role of the state expanded further in 

constructing credit markets in the early American Republic. For example, the U.S. federal 

government sold land on credit and granted land in exchange for work infrastructure projects, 

such as railroads (Quinn 2019:22-36). By the Reconstruction Era, credit was firmly established 
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not simply as a social relationship, but as a market upheld by legal frameworks and a tool to 

promote national economic development apart from direct government expenditures.  

 Despite the expansion of formal credit markets, most market credit remained oriented 

towards commercial transactions. Individual households’ main linkage to formal credit markets 

was through secured debts, such as mortgages. For example, Populist farmer activism spurred 

subsequent Progressive Era efforts to aid rural areas suffering from economic hardships in the 

form of a national system of land banks for farmers (Quinn 2019:48-87). In turn, rural credit 

expansions served as a template for subsequent efforts to revive the American economy during 

the Great Depression. After direct efforts to fund housing through the Public Works 

Administration, the Roosevelt administration turned to insuring banks’ potential losses and 

creating a secondary mortgage market in order to encourage banks to lend money for housing 

construction (Hyman 2011:45-72; Quinn 2019:124-49). Federal efforts to ensure households had 

access to credit was buttressed by the 1920s expansion of installment financing to promote 

demand for consumer goods, especially automobiles (Hyman 2011:20-42). At the cusp of the 

American entry into World War II, credit was a normal feature of household budgeting. Credit’s 

“political lightness” allowed for policymakers to promote economic recovery cheaply with less 

political contestation (Quinn 2019:11-5). Yet this policy choice to develop consumer credit 

markets ultimately undermined support for a robust welfare state (Prasad 2012). 

Debates on whether and how to expand unsecured credit markets to individuals, however, 

remained centrally focused on the states. Rather than bankers, who remained skeptical about the 

profitability of personal loans until the late 1930s (Hyman 2011:74-8), philanthropic advocates 

and small lenders (Anderson et al. 2015) collaborated to institutionalize lending as a means for 

the wage-earner to overcome the uncertainties of urban life. Specifically, “experts” at the Russell 



DRAFT 

 9 

Sage Foundation (RSF) developed the Uniform Small Loan Law (SLL), which raised the legal 

interest rate cap to 42% per annum in exchange for increases in enforcement against lenders that 

exceeded the legal threshold or utilized hidden fees. Lenders, in turn, would benefit from a stable 

legal environment and increased respectability as part of the urban economy, not as rapacious 

“loan sharks” (Fleming 2018:12-77; Hyman 2011:13-20). Starting with Massachusetts in 1911 

and other industrial states, by 1940, thirty-two states had enacted SLL (Hubachek 1941:134-6; 

Robinson and Nugent 1935:132-6). The slow, contested process of enactment suggests the 

persistence of anxieties over whether consumer credit was a social safety net for individuals 

experiencing financial distress or part of a growing path towards creditor oppression of the poor.  

The ultimate enactment of SLL in most states does suggest that conceptions of debt 

shifted towards an acceptance of personal credit markets in the United States. Calder (2000) 

examines how the moral shame of debt dissipated in early twentieth century America. Whereas 

Victorians were skeptical of “consumptive” credit used by the weak-willed for frivolous 

purposes, “productive” credit was employed by those with self-restraint for investment in the 

future (2000:92-103). However, with the growth of depersonalized credit markets, scholars such 

as economist Edwin R.A. Seligman argued in favor of a “consumer” credit that would justify 

borrowing in order to stimulate the industrial economy (2000:211-61). Calder contends that 

cultural attitudes toward debt shifted towards acceptance in tandem to the expansion of personal 

credit markets. By the 1930s, though Americans were “disciplined” by payment plans, they had 

accepted the necessity of credit (2000:26-30). This is reflected in an increase in personal debt 

from 4.5% of income in 1900 to 9.3% of income in 1930 (Olney 1991:87-90).  

Other scholarship emphasizes that rather than a manifestation of social relationships 

based on trust, creditor-debtor relationships are inherently inequitable. Graeber contends that 
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credit is an uncompleted exchange between formal equals. If the debt cannot be repaid, however, 

it is the debtor’s fault for being unable to return herself to equality with the lender (2011:120-1; 

also see Lazzarato 2012). This means that the borrower often accepts the lender’s moral and 

economic evaluation (Polillo 2011). Scholars of algorithmic credit allocation have developed this 

framework to understand contemporary credit-market inequalities. Krippner (2017) extends this 

insight to examine when this inequity is challenged versus accepted. She contends that the rise of 

algorithmic credit scoring obscures the relevance of social categories (such as gender) in credit 

allocation, thereby stymieing political mobilization against lenders. Attribute-based market 

classification systems that scramble socially relevant categories inhibit mobilization (Fourcade 

and Healy 2013; Krippner and Hirschman 2022). In sum, research on contemporary credit 

uncovers how algorithmic rationalization can prevents political contestation of the creditor-

debtor relationship. Yet scholars have largely overlooked how the construction of rational 

personal credit markets shaped conflicts over the creditor-debtor relationship.  

Research on credit in the United States suggests that the expansion of unsecured credit 

markets allowed wage-earners to facilitate their social reproduction as part of an American 

culture that accepted the necessity of consumer debt. However, this literature has not examined – 

in a state-level framework – how changes in credit markets relate to perceptions of the creditor-

debtor relationship. For example, SLL not only expanded access to unsecured personal credit, 

but also led to increases in bankruptcy rates in states that facilitated the garnishment of wages 

(Hansen and Hansen 2020:43-59). Therefore, given the contested history of bankruptcy in the 

nineteenth-century United States, we may expect that differences in state-level personal credit 

markets would relate to varying perceptions of the creditor-debtor relationship. Furthermore, 

scholarship on credit in the contemporary United States suggests that cultural analyses of credit 
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should not only focus on media and social scientific research, but also remain attuned to political 

conflicts over creditor-debtor inequality. In the case of bankruptcy, for instance, when is the 

focus on “loan sharks” versus “unfortunate debtors”? As past scholarship suggests that the 

enactment of SLLs relates to an acceptance of “debt” in American society, I expect that 

legislators whose states enacted SLLs would be less likely to frame bankruptcy in terms of “loan 

sharks” or “oppressive creditors.” Through a state-level analysis of credit markets and legislator 

framings of the creditor-debtor relationship in bankruptcy, we can understand the political 

foundations of American personal credit markets. 

 

Research Design, Data, and Method: 

 I employ a computational grounded theory method to examine how legislators discussed 

bankruptcy, how it changed over time, and how framings of bankruptcy related to state-level 

credit policies (Glaser and Strauss 1999; Nelson 2020). These analyses occurred in three general 

steps. First, I conducted an unsupervised text classification (Structural Topic Model) without any 

covariates in order to understand the patterns in the data without preconceived theoretical 

suppositions. Second, I interpreted the resulting output for plausibility through reading texts 

associated with each topic and through a broader qualitative analysis of legislative speeches and 

relevant committee hearings. As this resulted in new questions, I collected and analyzed 

additional data. This allowed me to generate expectations, which were then tested through re-

conducting the topic model with independent covariates and adjustment variables. In sum, 

computational text analyses “augments” qualitative readings by uncovering patterns in the data, 

which allows for more focused interpretive analyses, and then helps to evaluate the accuracy of 

interpretations (Grimmer et al. 2022:22-32).  
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This analysis is based largely on a corpus of legislator speeches from the U.S. 

Congressional Record (Gentzkow et al. 2018). In particular, quantitative analyses rely on all U.S. 

House and Senate floor speeches from the 46th to 75th Congress (March 1879 to March 1939) in 

which the speaker referred to “insolvenc(ies)” or “bankruptc(ies).” Because I assume that 

legislator framings of proposed bankruptcy legislation will differ from framings of the enacted 

law, the corpus is split into “pre-enactment” and “post-enactment” time periods (1879 to 1899 

and 1899 to 1939). Each corpus was pre-processed to remove lists of legislator names, common 

parliamentary terms, stop-words, and infrequently used words. The first corpus contains 894,035 

words, spoken by 570 unique speakers across 4,676 speeches. The second corpus contains 

1,569,147 words, spoken by 986 speakers in 8,004 speeches. See Tables 1 and 2 for additional 

details on quantitative datasets.  

[INSERT TABLES 1-2 HERE]  

Qualitative data collection allows for complementary analyses. To identify these sources, 

I relied primarily on the HeinOnline Legal Database. Employing a keyword search of 

“bankruptcy” followed by a qualitative reading to determine whether “bankruptcy” was central 

to the speech, I collected 86 days of legislative speeches from the U.S. Congressional Record 

from 1879 to 1899. Following the same procedure, I collected 261 days of speeches from 1925 to 

1939. These time periods are meant to capture the main legislative debates that resulted in the 

1898 and 1938 Bankruptcy Acts. I also collected relevant House and Senate Judiciary Committee 

Hearings that led to the 1938 Bankruptcy Act. Based on preliminary quantitative analyses, I 

augmented this sample to include 86 days of speeches that referred to “loan sharks” and 75 days 

of speeches in which legislators discussed “small loans” from the U.S. Congressional Record. I 

also consulted relevant boxes from the Russell Sage Foundation records at the U.S. Library of 



DRAFT 

 13 

Congress. In qualitative analyses, starting with the general themes apparent from the quantitative 

analyses, I began to code documents in order to understand what exactly legislators were 

(dis)agreeing about. In turn, I wrote memos to unpack how legislators drew upon the same 

framings (e.g., “honest creditors” and “honest debtors”) to make opposing arguments.  

Structural Topic Modeling (Roberts et al. 2014) was employed to generate and examine 

expectations about legislative framings of bankruptcy. Topic models (Blei et al. 2003) are 

Bayesian hierarchical models that generate “topics” of correlated words and then assign a weight 

to different words in the vocabulary. These mixed-membership models, furthermore, allow each 

document to contain proportions of multiple topics. Structural Topic Models (STM) are an 

implementation of topic models that facilitates the incorporation of metadata to explain topic 

prevalence and content (for an overview of topic modeling: Grimmer et al. 2022:147-61). STM 

has been successfully employed in social scientific research (e.g., Bail et al. 2017; Karell and 

Freedman 2019; Kim 2018). There is no “correct” number of topics (Grimmer and Stewart 

2013). Given the relatively small dataset size, I implemented models with 10 to 30 topics and 

examined the resulting models’ semantic coherence and topic exclusivity alongside an inspection 

of topics’ face-validity. Ultimately, I chose 18 topics for the first time period and 26 topics for 

the second time period.1 Topics labels were created based on the most distinctive words in the 

topic, alongside qualitative readings of speeches highly associated with each topic. At the 

beginning of the analysis, a STM was implemented for each time period. These resultant topics 

and the differences between the two models informed interpretive analyses. 

The final STMs included upstream covariates to examine the relationship between 

political, temporal, and market factors and topic prevalence. For the first time period, bankruptcy 

 
1 To be explicit, running two separate models means that topics cannot be explicitly compared between time periods.  
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enactment has been explained as being a response to recessions (Warren 1935) and supported 

heavily by Northeastern traders and Republican legislators (Hansen and Hansen 2020). 

Therefore, I include covariates for the number of months during a Congress in which the United 

States economy was contracting (0,24), legislator region, and legislator party (Democrat, 

Republican, Other). I also include covariates for decades (1879-1889 and 1889-1899) and the 

House of Congress (Senate, House of Representatives) to adjust for broader period and chamber 

effects. Unfortunately, I do not have state-level covariates on merchant credit during this time 

period or trader organizations (Skeel 1999; 2001). As such, I treat the analyses for this first time 

period as largely descriptive to understand the legislators’ framings of bankruptcy in the period 

leading up to its enactment.  

The STM on the second time period incorporated covariates that allow me to examine my 

expectation that the enactment of state-level SLL relates to changes in legislator framings of 

bankruptcy. For my main explanatory covariate, I include a dummy variable for when the 

legislator represents a state with a SLL during a given Congress. These analyses again contain 

covariates for legislator party, legislator region, recession, decade, and chamber, as well as state 

fixed effects.  Finally, these models include a covariate for the bankruptcy rate. As discussed 

above, scholars contend that bankruptcy usage shaped perceptions of bankruptcy, either directly 

as bankruptcy filers realized the benefits of the voluntary debt discharge provisions (Hansen and 

Hansen 2020) or indirectly as the bankruptcy bar organized to advocate for the bankruptcy 

system (Skeel 2001). Despite the different mechanisms, both arguments would suggest that 

legislators representing states with higher bankruptcy rates should have less conflictual views of 

bankruptcy. In sum, the final STMs build on the first stage of unsupervised topic modeling 

without covariates and the second stage of interpretive analyses in order to examine expectations 



DRAFT 

 15 

on how state-level credit regimes shape perceptions of the creditor-debtor relationship in 

bankruptcy.  

 

Findings: 

The Decline in Conflictual Framings of Bankruptcy  

 Whereas in the late nineteenth century, bankruptcy was discussed as a conflict between 

creditors and debtors, over the course of the early twentieth century, this framing of bankruptcy 

became a less common topic in debates. There were also broader shifts in the discursive space of 

bankruptcy from partisan to relatively bipartisan. By the second time period, bankruptcy was 

also much more embedded into conversations about the role of the American state in political 

economy. In examining the broader legislative discourse of bankruptcy in early twentieth century 

America, we are able to uncover how political contestation over inequities in the creditor-debtor 

relationship declined (Skeel 2001) alongside the expansion of personal credit markets (Calder 

2000; Graber 2011). See Table 3 for a list of topics in the first time period.  

[INSERT TABLE 3 HERE]  

Prior to the enactment of the 1898 Bankruptcy Act, discussions of bankruptcy were 

highly polarized and focused on discrete topics. Graph 2 displays the topic proportions, 

partisanship, and their interconnections. Overall, 44% (8 out of 18) topics are statistically 

associated with either Democratic or Republican legislators. The dense cluster on the left 

comprises topics that focus on the legislative efforts to enact a bankruptcy statute and the 

parameters of that proposed law. All topics are related to Republican speakers (p<0.05). This 

aligns with other Congressional text analyses, which confirm that bankruptcy was one of the 

most partisan topics in 1890s legislative debates (Gentzkow et al. 2019, Online Appendix:14). 
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While scholarship emphasizes that the 1898 Act was a political compromise, it was still clearly 

driven by Republican efforts (Skeel 2001; Hansen and Hansen 2007). The cluster on the right, by 

contrast, is more bipartisan to Democratic-leaning. It is a loose network linked by broader 

concerns, including type of people (farmers, veterans), monetary and fiscal policy, and 

discussions that touch upon the meaning of the American nation. The two clusters are linked by a 

weak correlation (0.01<x<0.05) between the Creditor-Debtor and Narratives of Insolvency 

topics. Finally, legislators from New England were much more likely to speak on the topic of 

bankruptcy. Whereas they comprised approximately 9% of legislators in the House and Senate 

during this time period, 15% of speeches in the dataset were by legislators from the region.  

[INSERT GRAPH 2]  

A qualitative analysis of legislative speeches in which bankruptcy was the main topic 

suggests that largely Democratic opponents of the Torrey Bankruptcy Bill (with its involuntary 

bankruptcy provisions), remained engaged in legislative debates. Proponents of the bill largely 

contended that debtors were the moral “cause” of bankruptcies. This is exemplified by Sen. 

George Hoar (R-MA) who argued that in bankruptcy, “the debtor, being honest and undertaking 

to perpetrate no fraud upon anybody, shall be discharged from every obligation he owes upon the 

face of the earth” (1886:4888). By contrast, opponents of the bill emphasized that generally 

creditors “caused” bankruptcies. For instance, Rep. Joseph Wheeler (D-AL) emphasized creditor 

oppression, rhetorically asking who are “the debtor class that are sought by this legislation to be 

placed under the creditor class of the East? The debtor class of this country are those men who 

have brought us all the prosperity and all the progress that has made this country the pride and 

admiration of the world” (1896:4745). Whether focused on creditors or debtors, legislators 

debating federal bankruptcy drew upon a framing of bankruptcy as a conflict between parties. 
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Even advocates of bankruptcy who deemphasized conflict implicitly focused on ensuring 

proper debtor behaviors. Rep. Nelson Dingley Jr. (R-ME) philosophized, “We have no such 

distinct classes as debtors and creditors in this country: and it is for the interest of every section 

of the country, North or South, East or West, to inspire that confidence which will come from a 

restoration of credit when it is believed and known that … every honest debtor may go forward 

with his business and every creditor may feel that the debtor will simply do for him what he does 

for every other creditor” (1896:4749). While Republicans dominated arguments over bankruptcy, 

largely Democratic opponents also engaged in legislative speeches. These floor debates were 

based on an understanding of bankruptcy as a conflict between creditors and debtors, and an 

unresolved question of who “caused” debtor bankruptcy.   

[INSERT TABLE 4 HERE] 

[INSERT GRAPH 3] 

 Federal bankruptcy was ultimately reenacted in 1898, largely over Democratic 

legislators’ protests. It created a judicial system of creditor control that allowed for involuntary 

bankruptcy for individuals “engaged in business,” while ensuring that farmers and wage-earners 

could only enter into bankruptcy through a voluntary petition. How did the discursive space of 

bankruptcy shift in the decades following the enactment of bankruptcy? See Table 4 on topics. 

From Graph 3, we can see how legislative debates over the bankruptcy system decreased in 

proportion (bottom left). This suggests an acceptance with the parameters of bankruptcy law. 

Unlike the late nineteenth century debates, post-enactment discussions of bankruptcy are much 

more bipartisan, with only 29% of topics (7 out of 24) associated with Democratic or Republican 

speakers at the level of p<0.05. This aligns with scholarship that highlights the broader 

depolarization of American political speech in the early decades of the twentieth century 
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(Gentzkow et al. 2019). Bankruptcy also remains a central part of debates on political economy, 

though there is added focus on geopolitical and colonial concerns, depressions and welfare, and 

corporations. In terms of which legislators spoke in debates, these speeches were 

overwhelmingly given in the 1930s (45%) by Democratic legislators (58%). Furthermore, 

legislators from the Mid-Atlantic were much less likely to engage in debates relating to 

bankruptcy (19% of legislators vs. 10% of speeches), while legislators from the West South 

Central (9% of legislators vs. 12% of speeches), West North Central (14% of legislators vs. 17% 

of speeches), and Mountain West (6% of legislators vs. 10% of speeches) were more likely to 

engage with bankruptcy in their floor speeches. These results suggest a depolarized 

understanding of bankruptcy as an aspect of political economy within a conversation dominated 

by New Deal Democratic legislators.  

[INSERT GRAPH 4] 

 Nevertheless, how did the discursive space of bankruptcy shift in the early twentieth 

century alongside the depolarization of bankruptcy apparent in Graph 3? As discussed above, all 

previous bankruptcy laws were ultimately repealed. Similarly, the Republican controlled Senate 

Judiciary committee voted to repeal the 1898 Bankruptcy Act in 1905 (Skeel 1999:337). In order 

to examine how the parameters of legislative debate changed over time, I focus on the topics 

with the greatest absolute changes in proportion over time. The two topics that dramatically 

increased in proportion are Reorganizations (from 1.3% in the 1900s to 6.7% in the 1930s) and 

Depression (from -0.005% to 7.6%). These two topics largely relate to an increased social 

construction of bankruptcy as about types of insolvents. Following the enactment of bankruptcy, 

there was increased discourse about debtors employing bankruptcy proceedings. By contrast, the 

Bankruptcy topic (which aligns with the Creditor-Debtor topic from the earlier time period) 
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declined from 8.9% in the 1900s to 3.2% in the 1920s before rebounding to 5.9% in the 1930s. 

This suggests that in addition to an increased focus on types of insolvent debtors, the rise of a 

consensual understanding of bankruptcy related to a decline in a framing of bankruptcy as a 

conflict that involved creditors. 

 This focus on bankruptcy as about debtors as the “cause” of their bankruptcies apart from 

any conflict with creditors is reflected in legislative speeches about bankruptcy. For instance, 

special assistant to the Attorney General Lloyd K. Garrison in the Hoover administration 

suggested in a Judiciary Committee Hearing on Bankruptcy, that the law was “for the collection 

and liquidation and pro rata distribution without preferences of the assets of insolvent debtors. 

The second main purpose is to grant a discharge to honest but unfortunate debtors in proper 

cases, and as a corollary, to discourage commercial fraud and dishonesty, by denying a discharge 

in proper cases” (1932:9). This focus on debtors was not limited to Republicans. Rep. Arthur 

Healey (D-MA) also suggested that “The first need of the farmer, of the home owner, and of the 

business man of this country is a readjustment of the crushing burden of debt they are carrying 

and a reduction in interest charges,” which would ideally happen through cooperative 

renegotiation of debts under government supervision (1933:698). Bankruptcy was seen as for 

“honest” insolvent individuals and businesses to receive debt relief. In directing attention away 

from creditors, these legislators naturalized an inequitable creditor-debtor relationship.  

However, conflictual framings of bankruptcy experienced a resurgence during the Great 

Depression, even as this framing did not orient a debate among lawmakers. For instance, Rep. 

William Lemke, sponsor of the 1934 Frazier-Lemke Farm Bankruptcy Act that restricted the 

ability of banks to repossess farms, argued that until his law2 bankruptcy laws “were for the 

 
2 The U.S. Supreme Court ruled the Frazier-Lemke Act unconstitutional in 1935. It was enacted in modified form as 

the 1935 Farm Mortgage Moratorium Act. This revised law survived judicial review.  
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purpose of protecting the creditor at the expense of the unfortunate debtor. This was done under 

the pretext of honest debts – but nothing was ever said about the dishonest dollar with which 

those so-called ‘honest’ debts were to be paid” (1934:398). Similarly, Rep. Hugh Peterson (D-

GA) rewrote the history of American bankruptcy to claim that the “bankruptcy system was 

planned as a city of refuge to safeguard every citizen of the Nation in his inalienable right of the 

pursuit of happiness” (1936:9951). Interpretive readings reveal that many lawmakers’ conflictual 

framings of bankruptcy supposed that bankruptcy was a tool for debtors, not creditors. 

 These descriptive analyses show that between the Gilded Age and the Great Depression, 

Americans legislators’ conceptions of bankruptcy shifted. Bankruptcy discussions became less 

partisan and more focused on types of debtors, whether corporate or individual. There was also a 

decrease in the proportion of speeches that drew upon a conflictual framing of bankruptcy, 

despite a partial revival during the Great Depression. While I do not find evidence of a consistent 

“pro-debtor” ideology in American politics (Skeel 2001), these findings accord with other 

scholarship on bankruptcy (Hansen and Hansen 2020) by confirming that legislators increasingly 

agreed that bankruptcy can benefit insolvent debtors. This research extends this literature by 

showing that legislators increasingly argued that bankruptcy was for insolvent debtors, not 

creditors attempting to recoup losses. However, why did politicians’ framings of bankruptcy shift 

from conflictual to consensual in the first decades of the century? Furthermore, why was the 

specter of the “creditor” or “loan shark” not central to debates on bankruptcy during the 1930s? 

In the next section, I examine some of the factors that relate to this shift. 

 

Small Loan Laws (SLL) and the Decline of Legislator “Bankruptcy” Discourse 
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 Through placing legislator discussions of bankruptcy in the context of their states’ credit 

policies and bankruptcy rate, we can better disentangle how bankruptcy shifted from a locus of 

political conflict to a broadly accepted part of the American political economy. Scholars have 

detailed how Progressive Era social reformers, led by “experts” (Anderson 2008) at the Russell 

Sage Foundation (RSF), sought to expand personal, unsecured credit markets in order to allow 

wage-earners to provide for their needs apart from charity or welfare (Anderson et al. 2015; 

Fleming 2018). I show that advocates and allied lawmakers also discussed SLLs as a means to 

reduce personal bankruptcies. In alignment with nineteenth-century Democrats’ bankruptcy 

critiques, they argued that many wage-earner bankruptcies were due to creditor oppression. Their 

proposed solution was to drive out unscrupulous lenders through regulatory reform. 

Computational analyses confirm that federal legislators’ speeches relate to their states’ credit 

market regimes. Surprisingly, legislators who represent states with SLLs are more likely to frame 

bankruptcy as a conflictual relationship. However, as their state’s bankruptcy rate increases, 

there is a concomitant focus on debtors, not creditors, as the “cause” of bankruptcies.  

In working to expand credit markets through SLLs, policy advocates at the RSF remained 

acutely aware of fears of “loan sharks” oppressing unfortunate debtors. For example, an article in 

the New York Eagle described how the “money loan shark trust” loans money to wage-earners at 

annual interest rates of 100-200%, and harassed debtors who were unable to make loan payments 

– even to the point of suicide. The article concludes by noting how the RSF was working to 

reduce interest rates to alleviate debtors’ burdens (1909). Alongside broader social concern about 

oppressive “loan sharks,” the RSF explored the relationship between SLLs and bankruptcy. In 

small, unpublished bankruptcy studies of Louisville, Kentucky (1931), St. Louis, Missouri 
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(1927), and Minnesota (1936),3 Leon Henderson, Director of Remedial Loans at the RSF, led 

researchers to examine this relationship. In a study of New Orleans, Louisiana (1928), for 

example, analyses counted the number of unregulated “loan sharks” that each bankrupt owed 

money to, alongside the petitioner’s estimated interest rate and monthly interest payments.  

The RSF attempted to share this understanding of credit market expansion with a broader 

audience. For instance, RSF research on Kansas City (conducted with the local Better Business 

Bureau) was publicized in the Kansas City Times article “Usury Back of Failures,” which 

claimed that 28 of 147 recent bankruptcies were involved with loan sharks (1927). RSF experts 

also spoke to industry. In an article in the American Bankers Association Journal, Assistant 

Director Rolf Nugent argued that wage earner bankruptcies were partially due to declining 

values of “thrift.” Despite this, “examinations of more than 1,000 wage earners’ bankruptcy 

petitions failed to show a single case where a legally operated loan company or reputable 

instalment (sic) house contributed materially to the financial disaster” (Nugent 1931). Drawing 

on broader social fears of “loan sharks,” policy experts at the RSF examined the relationship 

between oppressive creditor-debtor relationships and bankruptcy. They argued that their efforts 

to raise state-level legal usury rates and increase legal enforcement on small loan lenders through 

SLLs would reduce creditor malfeasance, and therefore, bankruptcies.  

[INSERT FIGURE 2A-B HERE] 

 RSF experts’ understanding of the relationship between bankruptcy and unregulated 

small loans related closely to media and policymakers’ construction of the problem. This is 

apparent in the media attention leading to the enactment of a SLL in Kentucky (see Bittmann 

2018 for a longer case study). For example, an article in the Louisville Courier-Journal entitled, 

 
3 This list of research projects is not comprehensive. The RSF also collaborated with other academic and 

governmental researchers to examine patterns of consumer lending and debt.  
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“Loans Sharks Levy Tribute in Kentucky” highlighted the state’s unregulated small loan market 

to claim that $5 million was “taken annually from needy families.” Underlining the social ill, it 

graphically presented Kentucky’s rising bankruptcy rate in comparison with the national average 

(Bloom 1931). Both framing the problem as about aggressive “loan sharks” with the SLL as a 

solution was supported by the labor press. See cartoons: Figures 2A and 2B. The bill also 

received support from the Kentucky Federation of Labor. In pressing for the state chapter to 

advocate on its behalf, President William Green of the American Federation of Labor claimed 

that the bill “will prevent, to a very large extent, exploitation of these worthy citizens by loan 

sharks” (Green 1932). When Governor Ruby Laffoon signed the bill into law in March 1934, the 

Louisville Herald-Post ran a front-page article titled “Governor Signs Anti-Loan Shark Bill: 

Regulations Approved for Ban on Usury,” and took credit for promoting its passage (1934). A 

large number of lawmakers, labor, and media in Kentucky shared the RSF’s conceptualization of 

bankruptcy as the result of predatory creditors. This social problem could be remedied through 

regulations that promoted the expansion of a rational credit market.  

 In interpreting the concurrent rise in both personal credit access and bankruptcy rates, the 

RSF and its allies’ position was not universally shared. Some placed the blame of bankruptcy 

strictly on debtors. For instance, in a press release for the U.S. Department of Commerce’s 

“Causes of Bankruptcies Among Consumers” study, introduced the study by contending “Living 

beyond their means was a cause of the many bankruptcies among wage-earning consumers of the 

United States” (1933). More evocatively, the Bridgeport Herald’s article on bankruptcy, “Wives 

and Loans Blamed for Most Bankruptcies,” emphasized that in addition to business failures and 

illness, many debtors borrow money to support extravagant consumption – at the behest of their 

wives (1930). The RSF also weathered aggressive push-back from populists who attacked the 
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idea that wage-earners needed to be charged higher interest rates than businesses. In an article 

written for Brass Tracks that was submitted to the Congressional Record, Rep. Fiorello 

LaGuardia (R-NY) claimed that the RSF, “with its suave air and philanthropy window dressing, 

but endowed with the spirit of old Russell Sage, the loan shark” spoke on behalf of the loan 

sharking Household Finance Corporation to legalize an oppressive 42% annual interest rate 

(1932:290).  

 Despite concerns about both debtor or creditors causing debtor insolvencies, a further 

eight states enacted SLLs in the 1930s. As intended, SLLs likely expanded state-level unsecured 

credit access for wage-earners. While comparative data are not available, states that enacted 

SLLs experienced dramatic increases in borrowing from licensed lenders. For instance, 

registered creditors in Massachusetts increased lending in real terms by 766% between 1915 and 

1932. This upward trend continued into the Great Depression (Robinson and Nugent 1935:169). 

There is mixed evidence to support RSF experts’ contention that SLLs reduced bankruptcy rates.  

Hansen and Hansen (2020:43-59) demonstrate that enacting SLLs overall led to a decrease in 

bankruptcy rates. However, in states that facilitated the garnishment of debtors’ wages, SLL 

enactment led to an increase in bankruptcy filings. Regardless of the effect of subsequent SLLs 

on bankruptcy rates, the RSF and their allies helped to expand credit markets in the United 

States. This was based on the idea that interest rate regulation would facilitate the spread of loan 

companies from which wage-earners could borrow to support their consumption on fair terms 

and without fear.  

[INSERT TABLE 5 AND GRAPH 5 HERE] 

 Finally, I return to topic modeling to examine in a broader comparative perspective how 

SLL enactment and bankruptcy rates shaped legislator framings of bankruptcy as a conflict 
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between creditors and debtors. I expected that legislators who represented states with SLLs 

would be less likely to elaborate a conflictual framing of bankruptcy in their floor speeches. 

Ultimately, STM analyses complicate my understanding. In Table 5 (Column 1), I do not find 

any relationship between the enactment of SLLs and legislators’ reliance on a conflictual 

framing of bankruptcy. Furthermore, the state-level bankruptcy rate has a negative relationship to 

the conflict framing. However, in the expanded model (Column 2), I find evidence that among 

federal legislators who represent SLL states, their framings of bankruptcy are variable based on 

the bankruptcy rate. For legislators who represent non-SLL states, their framings of bankruptcy 

remain stable irrespective of the bankruptcy rate in their state. By contrast, legislators who 

represent SLL states are increasingly unlikely to elaborate conflictual framings of bankruptcy 

alongside an increase in their state bankruptcy rate. This result is represented in Graph 5. Finally, 

legislators who represent states with SLLs are more likely to draw upon the conflict frame. This 

model accounts for other major factors that may influence legislators’ use of a bankruptcy 

conflict frame in their speeches, including decade, party, region, and chamber. This result is 

robust to the inclusion of state fixed effects (presented in Column 3).  

 Alongside a reduced focus on creditor-debtor conflict in bankruptcy, qualitative analyses 

would suggest that there will be an increased focus on debtors. Column 5 shows that among 

legislators that represented SLL states, rising bankruptcy rates led to an increased focus on 

economic depression and social welfare.4 However, this result is not robust to the inclusion of 

state-fixed effects (presented in Column 6). These findings collectively provide evidence that as 

bankruptcy rates rose, SLL laws shifted attention away from bankruptcy as a locus of conflict 

between creditors and debtors. This model is able to provide insight into other arguments on the 

 
4 I do not find a relationship between SLL laws, bankruptcy rates, and discussions of farmers (Topic 9). This null 

result accords with research that argues that SLLs were oriented towards helping urban workers (Fleming 2018).  
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popularization of personal bankruptcy in the United States. In terms of recessions, there is a 

negative relationship between the months of economic contraction in a Congress and bankruptcy 

framings (Warren 1935). Nevertheless, the increase in the conflictual bankruptcy frame in the 

1930s is suggestive that broader periods of economic distress or recovery may relate to a critical 

understanding of creditor and debtor conflict in bankruptcy. While Skeel (2001) and Hansen and 

Hansen’s (2020) arguments for the popularization of bankruptcy may suppose national or 

interest-group mechanisms apart from lobbying federal representatives, STM results are mixed in 

whether rising bankruptcy usage led to less critical focus on creditors. Finally, while the STM 

analysis attempts to adjust for major relevant covariates that may relate to conflictual framings of 

bankruptcy, the treatment covariates (SLL and bankruptcy rate) are not identified to produce 

causal estimates (Grimmer et al. 2022:233-40). As such, these findings may relate to non-

observed factors, such as structural changes in states’ economies that may relate to both SLL 

enactment and the state-level bankruptcy rate.  

 These analyses help to uncover the contested debates over credit markets and bankruptcy 

that led to the institutionalization of personal bankruptcy in the United States. Building on 

scholarship that emphasizes a growing acceptance of personal debt in the early twentieth-century 

United States (Calder 2000), this study shows that RSF policy experts and their allies promoted 

SLLs specifically because they were concerned about creditor oppression of poor debtors. With 

the enactment of SLLs in thirty-two states by the eve of World War II, these advocates were 

broadly successful in expanding personal credit markets for the ordinary wage-earner (Fleming 

2018). Yet a focus on regulating credit markets to foster “honest creditors” and obviate the threat 

of “loan sharks” meant that resultant debtor insolvencies were “caused” by spendthrift 

borrowers, not “creditors” or “loan sharks.” Topic models confirm this interpretation, showing 
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that legislators shifted away from a conflictual framing of bankruptcy in SLL states with high 

bankruptcy rates. In sum, the expansion of rational credit markets helped to facilitate a political 

acceptance of an inequitable creditor-debtor relationship (Krippner 2017) and a focus on debtors 

in bankruptcy.  

 

Discussion and Conclusion: 

The popularization of bankruptcy over the first few decades of the twentieth century set 

the stage for the expansion of the personal bankruptcy system in the 1930s. Whereas the 1898 

Bankruptcy Act was enacted after a vociferous political debate over the opposition of a majority 

of Democratic legislators, the 1938 Bankruptcy Act was passed with unanimous legislative 

support and was swiftly signed into law by President Franklin Roosevelt. This Act also created 

voluntary debtor payment plans in the form of Chapter XIII bankruptcy. Past scholarship on 

American bankruptcy identifies the compromise provisions of the 1898 Act, the emergence of 

legal interest groups, and rising bankruptcy usage, in conjunction with America’s “pro-debtor” 

ideology, to explain why federal bankruptcy survived repeal in the early twentieth century 

(Hansen and Hansen 2020; Skeel 2001). However, without probing the dimensions of “pro-

debtor” ideology, this scholarship cannot explain how the broader political discourse around 

bankruptcy shifted from a central axis of conflict to a point of bipartisan consensus. Why did 

rising bankruptcy usage not lead to further critiques of “creditor” oppression and political 

conflicts on whether and how to make bankruptcy more generous towards insolvent debtors? In 

embedding legislator discussions of bankruptcy in the state-level history of credit market 

expansion, I uncover how changing creditor-debtor relationships relate to legislators’ struggles to 

determine who “caused” bankruptcies: creditors or debtors. Rather than a longstanding “pro-
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debtor” ideology in the politics of bankruptcy, I show how “diagnostic struggles” over the causes 

of bankruptcy (Carruthers and Halliday 2007) led to efforts to push out unscrupulous lenders 

through rational credit market regulation. These credit policy efforts paradoxically shifted 

attention on debtor insolvencies from creditors to debtors and helped to facilitate a broad 

political acceptance of personal bankruptcy law. 

This research has implications for our understanding of the political foundations of 

rational credit markets. Recent scholarship has built upon theoretical formulations that note the 

inherent inequity in the creditor-debtor relationship (Graeber 2011; Lazzarato 2012) to illustrate 

the ways in which algorithmic credit allocation obscures the structural causes of socially relevant 

groups’ (dis)advantage in markets, thereby stymieing political organizing against creditors 

(Krippner 2017; Krippner and Hirschman 2022). I extend the insights of this literature by 

examining the political construction of credit markets in the early twentieth century. Whereas 

historical scholarship emphasizes that Americans became more accepting of personal debt 

(Calder 2000), I show that the construction of rational credit markets helped to fade the specter 

of the oppressive “creditor.” In neutralizing a symbolic locus of resistance against creditors, 

rational credit market expansions serve to obscure inequities in the creditor-debtor relationship. 

Furthermore, this case study suggests that algorithmic credit allocation weakens the bases of 

political contestation not only through creating socially illegible “classification situations” 

(Fourcade and Healy 2013), but simply through instituting putatively neutral bureaucratic rules 

to determine credit extension and costs.   

Second, this research sheds new light into the construction of personal credit markets as 

central to the United States “submerged” welfare state (Mettler 2011). Though credit has long 

been part of the American policymaker toolkit (Quinn 2019), researchers have highlighted how 
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personal credit markets became central to the American political economy in the early twentieth 

century. They argue that credit market expansion resulted from both efforts to boost consumption 

to match economic productivity (Hyman 2011; Prasad 2012), as well as a political choice to 

avoid welfare expansion (Trumbull 2012). In culturally analyzing how American policymakers’ 

framings of creditor-debtor relationships shifted during early credit market expansions, my 

analyses build upon these arguments. I show how credit markets, originally conceived to be a 

form of private social welfare, served to individualize discussions of failure in the United States. 

Even during the New Deal Era, rational credit markets helped to turn the focus away from the 

potential targets of redistributive efforts towards the individuals who had “failed”. This focus on 

wasteful debtors likely continues to inhibit efforts to promote redistribution.  

It is important to recognize the limitations of this study. As this research focused on the 

United States, we need to be attuned to the ways in which bankruptcy (Balleisen 2001; Pardo 

2021) and credit (Bittman 2018) and welfare policy (Fox 2012) are intertwined with race and 

sectional tensions. Recent comparative analyses suggest that credit and welfare need not 

complement one another, but are often simultaneously employed by citizens to meet their needs 

(Wiedemann 2021). As such, a broader research agenda should compare cross-nationally 

whether policymakers’ interpretations of creditor-debtor relationships were influential in shaping 

further credit market and welfare state development. Relatedly, this study’s focus on how a 

particular set of philanthropic policy experts and their allies helped to enact credit policy 

expansions in early twentieth century America (Anderson et al. 2015) should caution against 

broad generalizations without research on further cases of American credit market expansions. 

Nevertheless, this research is relevant to credit and debt in contemporary economies. Despite the 

algorithmic legitimization of creditor metrics of worth in many credit transactions, both 
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decommensuration processes (Kiviat 2019) and examinations of explicit creditor misconduct 

(Steil et al. 2018) underline how creditor-debtor inequality is constantly challenged and 

reproduced. In recognizing the historic recency of bankruptcy discussions’ focus on debtors, 

scholars are able to highlight the market structural factors that obscure creditor malfeasance.  

 

 

Tables, Graphs, and Figures:  

 

Graph 1: Personal Bankruptcy Rates per 10,000 by Occupation, 1899-1935 

 

 
Source: Hansen and Hansen (2020) 

 

Figure 1: Bankruptcy Rates per 10,000 by State, 1925 
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Source: Hansen and Hansen (2020) 

 

Table 1: Data Summary, 1879-1899 

 Mean Min Max Standard 

Deviation 

Recession 10.65 1 24 6.62 

 Proportion 

Party 

- Democrat 

- Republican 

- Other 

 

0.47 

0.48 

0.05 

Region 

- New England 

- Middle Atlantic 

- South Atlantic 

- East South Central 

- West South Central 

- East North Central 

- West North Central 

- Mountain 

- Pacific 

 

0.15 

0.12 

0.09 

0.16 

0.10 

0.14 

0.17 

0.06 

0.02 

Decade 

- 1880 

- 1890 

 

0.32 

0.68 

Chamber 

- House 

- Senate 

 

0.51 

0.49 

 

Table 2: Data Summary, 1899-1939 

2.40 4.00 5.80 8.26

Rate

Bankruptcy Petition Rate per 10,000 by State (1925)
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 Mean Min Max Standard 

Deviation 

Recession 9.66 0 24 7.51 

Bankruptcy Rate 3.75 0 17 2.65 

Small Loan Law 0.38 0 1 0.49 

 Proportion    

Party 

- Democrat 

- Republican 

- Other 

 

0.58 

0.41 

0.02 

Region 

- New England 

- Middle Atlantic 

- South Atlantic 

- East South Central 

- West South Central 

- East North Central 

- West North Central 

- Mountain 

- Pacific 

 

.06 

.10 

.13 

.11 

0.12 

0.18 

0.17 

0.10 

0.04 

Decade 

- 1900 

- 1910 

- 1920 

- 1930 

 

0.11 

0.19 

0.26 

0.45 

Chamber 

- House 

- Senate 

 

0.58 

0.42 

 

Table 3: Topics in U.S. Congressional Record Speeches Referencing Bankruptcy, 1879-1899 
ID Label  FREX Terms Prevalence 

1 Legislative 

Debate 

favor, oppos, adopt, confer, broker, ablest, opposit, emphat, 

prejudic, reconcil 

0.008 

2 Transportation road, railroad, pacif, pool, railway, carload, compani, freight, 

shipper, haul 

0.027 

3 Judicial System court, file, insolv, assign, judg, jurisdict, proceed, juri, 

assigne, properti 

0.171 

4 Legislative 

Petitions 

geneva, underwrit, award, subrog, deceas, insur, 

administratrix, arbitr, invalid, tennto 

0.013 

5 Procedural Terms debat, bill, session, suggest, consider, desir, amend, consid, 

wish, print 

0.176 

6 Monetary Policy silver, bimetal, coinag, bullion, gold, metal, demonet, 

standard, ratio, mint 

0.035 

7 Creditor-Debtors debtor, involuntari, voluntari, creditor, trader, unfortun, 

bankruptci, dishonest, harsh, merchant 

0.096 

8 Tariffs tariff, sugar, freetrad, protect, industri, woolen, manufactur, 

wage, valorem, factori 

0.037 
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9 Excise Taxes whiski, distil, tax, gallon, taxat, revenu, tobacco, incom, 

warehous, internalrevenu 

0.027 

10 Spanish-

American War 

cuban, philippin, cuba, spain, spanish, island, glori, annex, 

belliger, heart 

0.031 

11 Soldier Pensions soldier, disabl, widow, pension, salari, sureti, claimant, servic, 

offic, arrear 

0.050 

12 Legal Provisions repeal, uniform, act, law, claus, enact, conflict, discret, 

throughout, system 

0.042 

13 Narratives of 

Insolvency 

get, want, put, thing, enough, someth, suppos, els, man, anyth 0.128 

14 Banking bank, note, nationalbank, currenc, redempt, greenback, issu, 

circul, legaltend, redeem 

0.041 

15 Reconstruction & 

Nation 

elect, democrat, republican, platform, negro, democraci, voter, 

poll, populist, color 

0.039 

16 Treaties canal, nicaragua, chickasaw, concess, land, domain, maritim, 

settler, survey, treati 

0.027 

17 Farmer bushel, sheep, yard, farm, crop, salt, farmer, pound, lumber, 

wool 

0.028 

18 Shipping subsidi, shipbuild, harbor, mail, ship, gun, navi, postal, 

tonnag, naval 

0.024 

 

 

Graph 2: Bankruptcy Topic Network, 1879-1899 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 4: Topics in U.S. Congressional Record Speeches Referencing Bankruptcy, 1899-1939 
ID Label  FREX Terms Prevalence 

1 Railroads railroad, ownership, haven, shortlin, railway, surcharg, 

eastman, recaptur, brotherhood, mediat 

0.011 

2 Corporation board, loan, reconstruct, insur, financ, borrow, jointstock, 

lend, associ, corpor 

0.025 

Legislative Debate

Transportation

Judicial System

Legislative Petitions

Legislative Procedure

Monetary Policy

Creditor−Debtor

Tariffs

Excise Taxes

Spanish−American War

Soldier Pensions

Legal Provisions

Narratives of Insolvency 

Banking

Reconstruction & Nation

Treaties

Farmer

Shipping
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3 Cattle cattl, packer, cattleman, beef, sheep, meat, cow, stockman, 

raiser, hog 

0.005 

4 Amendments act, amend, repeal, juli, approv, prohibit, june, march, hous, 

bankruptci 

0.018 

5 Fiscal Policy tax, incom, taxat, taxpay, revenu, deficit, budget, fiscal, levi, 

burden 

0.049 

6 Reorganization reorgan, truste, mortgag, lien, bondhold, file, plan, apprais, 

section, proceed 

0.049 

7 Foreign Rivals prepared, battleship, submarin, armament, naval, germani, 

japan, navi, disarma, german 

0.031 

8 Maritime 

Shipping 

mail, marin, vessel, ship, subsidi, shipbuild, steamship, cargo, 

postal, merchant 

0.018 

9 Farming cotton, farmer, wheat, farm, bushel, agricultur, bale, crop, 

surplus, dairi 

0.053 

10 God & Nation lincoln, god, mother, love, applaus, glori, heart, inspir, 

manhood, father 

0.036 

11 Sovereignty  suprem, constitut, exercis, decis, claus, vest, law, violat, 

power, enforc 

0.032 

12 Statements of 

Belief 

consider, view, discuss, suggest, consid, question, seem, 

think, believ, session 

0.137 

13 Individual 

Narratives 

get, want, talk, thing, anyth, tell, someth, man, put, gentleman 0.121 

14 Fossil Fuels coal, oil, barrel, miner, mine, bitumin, fuel, gasolin, 

petroleum, crude 

0.020 

15 Banking depositor, bank, deposit, reserv, comptrol, banker, note, 

nationalbank, currenc, discount 

0.037 

16 Transport freight, shipper, haul, carrier, traffic, rate, rail, transport, rebat, 

car 

0.021 

17 Monetary Policy gold, dollar, money, debt, valu, price, currenc, silver, pay, 

world 

0.024 

18 Tariffs sugar, tariff, woolen, wool, freetrad, beetsugar, beet, shingl, 

tomato, reciproc 

0.032 

19 Speculation gambl, trust, monopoli, specul, legitim, manipul, broker, 

exchang, combin, tobacco 

0.028 

20 Soldier Pensions pension, veteran, soldier, disabl, compens, bonus, exservic, 

hospit, claimant, contractor 

0.030 

21 Judicial System swayn, judg, impeach, bench, trial, attorney, juri, oneal, litig, 

ritter 

0.044 

22 Colonies philippin, rico, treati, colombia, puerto, filipino, panama, 

island, nicaragua, cuba 

0.015 

23 Depression roosevelt, dole, program, percent, frazierlemk, unemploy, 

recoveri, franklin, job, hungri 

0.034 

24 Public Works reclam, dam, project, river, irrig, valley, stream, harbor, acr, 

leve 

0.026 

25 Welfare social, econom, problem, worker, employ, unemploy, hour, 

progress, solv, oldag 

0.044 

26 Bankruptcy municip, debtor, creditor, bankruptci, bankrupt, default, 

discharg, estat, debt, voluntari 

0.058 

 

Graph 2: Bankruptcy Topic Network, 1899-1939 
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Graph 4: Change in Topic Proportions, 1899-1939 

 

 
 

Figure 2A-B: New Era Front Page Cartoons 
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January 2, 1932 (left); December 19, 1931 (right) 

 

Graph 5: Bankruptcy Discourse by Bankruptcy Rate and SLL 

 
 

 

Table 5: Relationship Between SLL, Bankruptcy Rate and Legislator Framings of Bankruptcy 
Predictor Bankruptcy (Topic 26) Depression (Topic 23) 

Column 1 2 3 4 5 6 

SLL 0.0070+ 

(0.0040) 

0.0279*** 

(0.0074) 

0.0181* 

(0.0091) 

-0.0004 

(0.0029) 

-0.0091+ 

(0.0046) 

0.0010 

(0.0060) 

Bankruptcy Rate -0.0020*** 

(0.0007) 

0.0006 

(0.0010) 

-0.0005 

(0.0013) 

0.0006 

(0.0005) 

-0.0004 

(0.0006) 

0.0004 

(0.0009) 

SLL*Bankruptcy 

Rate 

 -0.0052*** 

(0.0014) 

-0.0048** 

(0.0017) 

 0.0021* 

(0.0009) 

0.0014 

(0.0011) 

Recession -0.0005** -0.0005** -0.0006** -0.0008*** -0.0008*** -0.0007*** 
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(0.0002) (0.0002) (0.0002) (0.0002) (0.0002) (0.0002) 

State FE   X   X 

Observations: 8,004 8,004 8,004 8,004 8,004 8,004 

Note: Marginal effects reported; standard errors are in parentheses. All models include decade, 

party, and chamber controls. Models without state fixed effects (FE) contain a control for the 

region. Region is omitted for FE models due to model collinearity.  

+ p<0.10, * p<0.05, ** p<0.01, *** p<0.001 
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