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Motivation and contribution

� Classic puzzle: Chapter 7 appears highly generous, yet filing rates are
low.
� The paper documents pessimistic beliefs about:

� asset forfeiture,
� discharge success,
� post-filing credit outcomes.

� Big-picture contribution: identify beliefs as a potentially important
friction for take-up.
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Design and main findings

� Information RCT: correcting beliefs increases stated willingness to
consider bankruptcy and related proxy behaviors.
� Upsolve data + RD at 150% FPL fee-waiver eligibility:

� large filing response to a $338 fee,
� used to infer a large “marginal filer” benefit.

� Stylized welfare model: reducing misperceptions can improve welfare
even if filing rates are held fixed.
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Comic version of the design

Figure: Enter Caption
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Comic version of the findings

Figure: Enter Caption
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Roadmap

� Comment 1: RCT moves proxies, not filings (yet).

� Comment 2: Sharper separation of mechanisms (correction vs salience
and other frictions).

� Comment 3: RD interpretation, LATE, and external validity of
“marginal filer” benefits.

� Comment 4: Welfare model is too stylized relative to empirical
objects.

� Minor comments (power, exemptions/state heterogeneity).
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Great idea, great working paper, a lot of potential
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Comment 1A: RCT outcomes are proxies

� The RCT convincingly shifts beliefs and intermediate intentions, not filing
behavior (yet).

� Primary outcomes are proxies:

� stated likelihood to consider bankruptcy (1–7 scale),
� lottery choice: “more info” vs $30,
� clicking an Upsolve link.

� Follow-up measures are “demonstrated interest” (planning, contacting
attorney, starting forms), not filings.

� Design limitation: link-click is mechanically zero for controls (controls do
not receive the link).

� Outcomes underpowered at this stage:

Bureau linkage to actual �lings is planned and would be great.
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Suggestions 1: Link or improve RCT implementation

� Make administrative / credit-bureau �ling outcomes the priority (even if
noisy).

� Pre-specify linkage and timing; they already partner with a bureau for
recruitment.

� Equalize \action opportunities" across groups:

� If link clicks remain an outcome, provide the same link to all groups
and randomize only information content.

� Otherwise, “click” is mechanically confounded by link availability.

� Consider redesigning the RCT to clarify the contribution (see the mechanism
comment next).
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Comment 2: Mechanisms are bundled (correction vs
salience)

� Control group receives placebo labor-market facts. Treated groups receive
bankruptcy-specific facts.

� Treatment bundle is not only “new information”:

� increases bankruptcy salience (top-of-mind; “a real option”),
� may reduce stigma / trust barriers / perceived hassle costs,

� It can’t only be salience: survey follow-up shows that treatments shift
measured beliefs, but the design does not isolate which component drives
interest/action.
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Suggestions 2A: Add a bankruptcy-salience placebo
(belief-irrelevant)

� Add a “salience-only” arm: bankruptcy-related but orthogonal to key
misperceptions (asset forfeiture, discharge probability, credit score effects).

� Examples (pre-test for belief-irrelevance):

� institutional/process facts (courts, trustees, where petitions are filed),
� administrative timeline (steps) without mentioning discharge likelihood,

asset surrender, or credit-score outcomes.

� Compare:

� salience-only vs control ) salience/attention/permission channel,
� correction-facts vs salience-only ) incremental belief-correction effect.
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Suggestions 2B: Cross-randomize salience � correction
(2�2)

� A clean design is a 2�2:
� no salience + no correction (status quo control),
� salience only (bankruptcy mentioned; no corrective numbers),
� correction only (numbers shown more neutrally / less salient; hard but

possible),
� salience + correction (current design).

� Identifies whether effects are mainly salience, mainly correction, or
complementary.
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Suggestions 2C: Mechanism tests using existing data

Heterogeneity by:

� Baseline misperceptions:

� If correction drives behavior: larger effects for participants with more
pessimistic baseline beliefs

� If salience is important: flat effects across baseline beliefs

� Belief updates (suggestive; not definitive):

� Do bigger belief revisions predict bigger proxy changes?
� Caveat: sorting on an outcome complicates interpretation.
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Suggestions 2C (cont.): Related channels

� Salience/attention: Chetty, Looney & Kroft (2009, AER).

� Psychological frictions/complexity: Bhargava & Manoli (2015, AER).

� Process assistance/simplification: Bettinger et al. (2012, QJE).

� Stigma/social image: Moffitt (1983, AER); Friedrichsen (2018, JPubE).
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Comment 3: RD design and LATE interpretation

� Instrument: Fee-waiver eligibility at 150% FPL (Federal Poverty Lane.

� First stage: large jump in waiver applications (about 89 pp).

� Second stage: waiver increases filing by about 7.8 pp; no
bunching/manipulation.

� Concern: the 150% FPL cutoff may shift more than the $338 fee:

� Other bankruptcy costs (courses, attorney fees, installment options),
� benefit receipt, liquidity, and volatility often correlate with FPL

thresholds.

� Appendix Fig. 10 shows some covariate discontinuities (e.g., marital status;
government benefits): threshold could move (unobserved)
liquidity/instability ) not a pure price experiment.

� “Marginal filer gains $46,971” is an accounting construct:

� Dischargeable debt minus non-exempt assets and costs 6= welfare
metric.
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Comment 3: RD and External validity

� External validity: Upsolve households different from the overall Ch7 filer
Federal Judicial Center (FJC) population (App. Table 6):

Table: Balance sheet comparison: Upsolve vs FJC (levels and ratios)

Upsolve FJC

Levels
Total Assets 14,142 86,880
Total Debt 84,955 128,198
Unsecured Debt 76,187 70,177
Secured Debt 8,813 59,036

Ratios
Secured / Assets 62% 68%
Unsecured / Assets 539% 81%
Debt / Assets 601% 148%

Felipe Severino (Dartmouth) The Costs of Bankruptcy Misperceptions 16 / 28



Comment 3B (cont.): External validity and
Homeownership

� Why it matters: knowledge and constraints likely vary by
asset/homeownership status. Severino et al. (2026 RFS)

� Include homeownership status?

Table: Lose Home Correctly

(1) (2)

Constant 0.146*** 0.111***
(0.049) (0.056)

Homeowner 0.054**
(0.026)

No. of Obs. 2,187 2,187
No. of Clusters 50 50
R-Squared 0.00 0.00
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Comment 3B (cont.): Non-dischargeable burden and
interpretation

� Upsolve users may have large non-dischargeable components (e.g., student
loans/child support/fraud) and secured debts that require surrender to
discharge.

� App. Table 6: typical Upsolve user has $80k total debt:

� about $45k dischargeable, $35k non-dischargeable.

� With monthly income � $2k, remaining $35k is �17–18 months of gross
income even after filing.

� Implication: large post-bankruptcy repayment burden may reduce filing
propensity and responsiveness to “bankruptcy is generous” messages.
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Suggestions 3A: Reframe benefits + exploit heterogeneity

� Redefine “benefit of filing” away from net-worth accounting and toward a
cash-flow / burden metric:

� Expected reduction in required monthly payments,
� Fraction of non-dischargeable/secured obligations.

� Heterogeneity:

� Show treatment/RD effects are smaller when non-dischargeable
share is high (student debt, priority claims, auto loans if keeping the
car).

� RCT add-on: clarify what bankruptcy does not erase (student loans/child
support/taxes; secured collateral) and test whether “correction” effects
concentrate among high dischargeable-share households.
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Suggestions 3B: RD as a motivation for RCT

� The RD alone cannot distinguish:

� liquidity constraints,
� administrative frictions,
� salience,

from belief distortions.

� The paper can be structure as:

� RD Motivation
� RCT One mechanism
� Disciplined model (quantify relative magnitudes)
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Comment 4: Welfare model too stylized relative to claims

� Model concludes: welfare decreases in misinformation; thus welfare can
improve even if filing is held fixed. Also no equilibrium credit market
consequences

� Directionally plausible, but not disciplined by estimated empirical objects:

� Belief distributions,
� RCT treatment effects,
� RD Local Average Treatment Effect.

� Risk: model may support policy claims (e.g., “no credit market
consequences”) beyond what evidence can speak to.

They claim misperceptions can be fixed in a way that improves welfare without
credit market consequences by improving allocation of debt relief.
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Suggestion 4: Tighten empirical–model mapping (or
downshift claims)

In the model, bankruptcy filings impose an externality through credit markets,
captured as X(F(c)), and the planner adjusts filing costs to offset externalities
while fixing misinformation.

� Provide a clearer mapping from estimated treatment effects to model
parameters, or

� Use the model for intuition only and avoid strong equilibrium/policy claims
not identified empirically.
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Minor comment: Power / Minimum detectable effect
(MDE)

AEA RCT Registry

� Power analysis statement appears inconsistent:

� Registry claims: with N = 2,500, MDE = 1.9 pp on filing (baseline
5.7% from SCF) ) 33% increase.

� With 80% power and α = 0.05, implied MDE looks closer to 2.8–3.0
pp for N = 2,500 ) 49–53% increase.

� Either sample should be �10,500 for 1.9 pp detection, or MDE should
be updated.
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Minor comment: Exemptions and state heterogeneity

� Bankruptcy exemptions, federal and state-level differences matter (Texas
unlimited, NH $120,000 or double if co-owned with spouse)

� homestead exemption matters primarily for homeowners ) important
heterogeneity,

� exemptions interact with perceived “asset forfeiture” beliefs and could
shape misperceptions and provide interesting heterogeneity
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Conclusion

� Great working paper

� The paper tackles an important take-up puzzle and shows meaningful
belief updating from information.

� The link to administrative data and use of heterogeneity to provide
additional evidence of the mechanism and consequences will
strengthen the contribution of the paper.
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Great idea, great working paper, a lot of potential
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