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Abstract: The problem of bankruptcy settlement has existed since ancient times and it continues
to expand with the development and changes of production relations and social forms.
In order to deal with and resolve the personal debt crisis Chinese folks have
developed their own custom of bankruptcy settlement. These bankruptcy settlement
practices are mainly under the mediation of the intermediary the debtor reaches a
settlement with the creditors and completes the distribution of the debtor”s property
or the debt repayment plan under the supervision of the intermediary. “Unfortunate”
debtor’s chance of rebirth. The folk custom of bankruptcy settlement is rooted in the
soil of traditional society and has a strong humanitarian flavor. It plays a unique role
in social governance and maintains the social and economic order to a certain extent.
Under the current situation that China“s current natural person bankruptcy law has
not yet been promulgated it is necessary to continue to play the role of bankruptcy
settlement and civil settlement to resolve disputes and maintain stability. At the same
time it draws on its reasonable core and explores the establishment of a natural
person bankruptcy legal system to effectively protect the balance of creditors and
debtors serving the sustainable development of the economy and society.
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