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The Problems of Problematic debt: A Modern Societal Wide Issue

What is problematic debt?

Not all debts are problematic. Problematic debts are those debts that
people fail to repay or for which people default. Examples are being
consistently behind on debt repayments to your creditors, including credit
card loans, and priority bills like rent, electricity, or insurance

(Normative debts are managed debts which are paid without difficulty.)

In many countries, problematic household debts have increased in recent
years, especially after the COVID pandemic. For many years, the
Netherlands experience a substantial amount of households who have
problematic debts.

We learn from several social studies: problematic debts lead to severe
disruptions (risks of depression, anxiety, shame, health issues). It affects
families and living together.
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When financials get tough,
It is often suggested that problematic debts antecede health problems. In this paper, we I Ife gets ro ugh ? P ro b I e m atl c

investigate whether individuals obtaining problematic debts are more likely to use mental d b d M I I h I h
healthcare or social guidance and/or financial help, and whether they have higher mental e tS a n I ea t
healthcare costs. We use nationwide individual-level panel data from the Netherlands for

the years 2011-2015. We employ a difference-in-differences approach with individual

fixed effects and find that obtaining problematic debt is strongly associated with ill (mental)

health. We find that average mental healthcare expenditures increased with approximately

200 euro in 2014 and 2015 for individuals who experienced problematic debts in 2013. The

effect corresponds to an increase of 30% of individual mental healthcare expenditures

because of problematic debts. Furthermore, the use of mental healthcare increased with 7%

and the use of social guidance and/or financial assistance increased with 40% after getting

into problematic debt. We therefore conclude that policies that prevent people from getting

into debt may generate positive external effects by saving on expenditures on healthcare or

social guidance and/or financial assistance.

Abstract

JEL Codes: 101,114, D14

Keywords: Problematic debts; mental healthcare; health expenditures; social guidance and

financial assistance.
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Also quite an issue in the Netherlands... ~ Tk, @
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60% of the households with problematic debts have longstanding debt problems &
@
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= Sooner or later most people with problematic debts will be involved in (multiple)
court cases...
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But how to find the road to the debt release procedure..?

* Good working debt release procedure (Natural Persons Debt Restructuring
Act; Wet schuldsanering natuurlijke personen)

 Evidence based
e Success rate 93%
e However...

* People with problematic debts tend to not to ask for help until it is too late or
they entirely fail to do so. Of the more than 700,000 families with problematic
debts in the Netherlands, as little as only 2% find their way to (municipal) debt
counseling, and/or apply for the debt release procedure.

* Question: How to reach out better to the people with problematic debts in

courts in an earlier stage and before insolvency proceedings? Debt Rescheduling Natural Persons
Act (Wenp)



Applications debt release procedure (nationwide)

- 2005: 14.795
- 2010: 11.385
- 2015: 11.703
- 2018: 5.897
- 2019: 4.637
- 2020: 2.997
- 2021: 2.299
- 2022: 1.902
- 2023: 1.884
- 2024 2.361



Vision Memo 2019: Debt problems and the role of the
judiciary

Innovation is a means of improving and (continually) adapting the
Judiciary to the changing needs of society or of the organisation itself X
for the benefit of society.

de Rechtspraak

Raad voor de
rechtspraak

The Judiciary is concerned about the large group of people struggling
to cope financially. People in debt are often under severe pressure and
are frequently unable to put their own affairs in order. They are
regularly involved in legal proceedings and end up in court.

Several potential measures were identified to tackle and support

people with problematic debts more often than ‘only’ delivering black Visiedocument

letter judgments: look behind the case in search for solutions schuldenproblematiek
en rechtspraak

One of the ideas: start to work with Court Debt Officers, bridging the Werkgroep schulden en rechtspraak

gap, connecting the dots, between the court case and debt counselling
and the road to a debt free future.

Oktober 2025 ©



Pilot projects in The Hague District Court and Rotterdam District
Court 2020-2022

Le gs and end up in court. Sentencing indebted
repeatedly to pay claims does not contribute to resolving the issues.

The Hague District Court and Rotterdam District Court
Debt officers are appointed at the District Courts of Rotterdam and The Hague;
court employees who act as a link between the Judiciary and municipal debt
relief. Debt officers and judges observe that with an open and active attitude of
judges, debt problems come to the surface and are discussed during the hearing,
and that it gquickly becomes clear whether a referral to a debt officer can be
valuable.

Oktober 2025




A short video impression: introducing the practice of the
debt officer

https://youtu.be/vmGOeSSB7NQ
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https://youtu.be/vmGOeSSB7NQ

Offer a shortcut to municipal debt counselling: simple & effective

*  The judge calls in the court debt officer. The
debt officer speaks the party involved. He or Q
she contacts the local authority (were the
involved people live): introduces them to debt
counselling.

* The debt officer does not replace debt
counselling.

- The municipality seek to find an amicable
solution

» If not: at some point a court procedure, such
as a debt release procedure is necessary




Why is this important?

It takes people with problematic debts about five years to make
the first move!

* Average debt by that time is € 43,000
» Eviction
* During these five years people are often involved in judicial cases

» Is the judicial system contributing to a solution or making it
worse...?

*  The judge can not refuse to give a proper ruling according to the
law



The role of the Debt Officer: simple and effective

« Party in a case with suspected (substantial/
problematic) debts?

e Judge can call in the debt officer

Zondag 15 november 2020, 08:00

* Debt officer makes sure that this party ends up Ediidieachtaz e ekivnmeneninal
at the suitable counter at the local authorities for schulden uit een juridisch moeras'
an overall solution of the debts

Meanwhile:

 Thejudge gives a ruling in the case that is on his
desk

* It gives leeway to the judge to have also an eye
for, and to act on, the overarching problems




The Pilot projects became a success! \540 e

Raad voor de
rechtspraak

External qualitative and quantitative evaluation (2022)

Some key take aways:

Average to good success rate; societal effective Evaluaticonderzoek =
inzet schuldenfunctionarissen

: : . binnen de Rechtspraak
Offers genuine added value to the instruments of judges :

Future possibilities are to be explored.

Bureau Bartels

Every person with problematic debts back on track is a great result

Suits the modern role of the judiciary

Oktober 2025 15



Follow-up by nationwide implementation.
Perhaps even in other European countries:
Certainly a court practice to share and explore: spread the word!

INNOVATION WITHIN THE JUDICIARY

Oktober 2025
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The debt officer

The judiciary takes its social responsibility by contributing to the
solution of problems faced by people with debts.

The court serves as a “point of detection” for people with debts.

The debt officer has a signaling role and provides an opening for
assistance.

It is important to emphasize that the efforts of the debt officers
do not in any way interfere with the hearings or the judgments.

. dr. F. {Femke) Damsteegt (iinks)
™ ¥ ik Acltindar
L Y Mr d u | ) van { chis J

PILOT'DE SCHULDENRECHTER' DRAAIT BIJNA TWEE JAAR:

"Schuldenproblematiek is echt
een maatschappelijk probleem,
waarop we als rechtspraak een
beter antwoord moeten vinden.

"




The debt officer

A court has appointed approximately 8 to 14 debt
officers in total, amounting to 1,2 full-time equivalent.
The costs per court amount to approximately € 84,000. de Rechts praa k

Schulden? Praat erover!

* There are currently a total of 138 debt officers. They ~
work at all courts.

* Each year, they handle approximately 1.300 referrals.

* These are generally court clerks, registrars, judges and
administrative staff.
They take on this task, on average about 4 hours per
week per person.

; ! Wij hebben sinds twee jaar

- de pilot Schuldenrechter.




The debt officer

It is a pleasant change of work, a welcome responsibility,
and positive for career development.

A training program has been developed for debt officers.
The debt officers together form a network.

A lot of positive PR and response, see next dia.
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Debt Officer -

THIS IS HOW IT WORKS:

STEF 1

You come to court
because you have been
summoned to a hearing.

STEF 3

The judge refers you to the
debit officer after the
hearing.

STEP 5
The municipality contacks
you fior an appointment

STEP 6

Be sure to go to this
appointment. The
municipality can help you
resclve your delbts.

STEP 2

fou can tell about your
debts at the hearing. Even
if the judge does not ask

you to.

STEP 4

‘fou fill in an application
form together with the
debt officer.

e S -

de Rechispraak




Challenges

 We continue to promote this initiative. Although many judges see the added
value, there is still a lot to be gained in terms of people’s awareness and the
further implementation of this initiative.

 We continue to actively communicate the importance and the impact of the debt
officers within the judiciary.

 Furthermore, we intend to appoint debt officers in the courts of appeal as well.




Some people with problematic debts don’t show up in court..

De rechter wil niets liever dan dat
burgers naar zitting komen

Blog Recht en Bestuur Schulden niet verergeren met een vonnis - de rechter wil
niets liever. En doet er ook z'n best voor. Twee rechters geven repliek, uit de praktijk.

Herman van Harten en Femke Damsteegt
23 februari 2022 + Leastijd 3 minuten

Deel =5 Leeslijst 0
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Thank you very much for the nomination.
We are very honoured and happy!

Whatever the outcome will be, the current established practice of the debt officer has
further potential that deserves to be explored...

in the Netherlands
...but in other European countries as well:
Let’'s get more people with problematic debts

back on track to a debt free future!

Please feel free to ask questions!
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