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Consumer credit has become increasingly costly within the United States, with payday 

lending, an industry built on high-interest loans, as a prime example. I consider two supply-side 

factors that facilitate the proliferation of high-interest credit and impact consumer access to 

financial services: firm-level relationships between banks and payday lenders and uneven payday 

lending regulation. First, I use archival financial documents from publicly-traded national 

payday lending chains to qualitatively assess the scope of, and motivations behind, financial 

relationships with banks. I find that some of the largest U.S. banks have provided consistent, 

long-term financial support to payday lenders. I develop the concept of financial symbiosis to 

describe how sustained, dependent exchanges of capital across firms operating in within the 

credit market may disrupt the marketplace for consumers.  

Then, I examine whether these aspatial financial relationships impact branching patterns 

for banks within local markets. I construct a novel panel dataset of payday storefronts, bank 

branches, their financial relationships, and the zip codes they serve in the Denver Metropolitan 

Statistical Area between 1998 and 2014. I find the presence of payday lenders modestly 

increases the probability that banks that support the industry will move into the market, but this 

does not substantively differ from the entry patterns of other large banks. At the zip code level, 

involvement in payday lender financing does not produce distinctive branching patterns.  



 

Finally, I assess the efficacy of key federal policy initiative that sought to protect military 

service members from high-interest lending: the 2007 Military Lending Act (MLA), which 

created a federal interest rate cap on loans to military members. I leverage state-level variation in 

payday lending laws in Colorado, Washington, and Oregon and find that the MLA alone had 

virtually no impact on reducing payday loan exposure in military communities. Conversely, 

state-wide restrictions limiting interest rates for all consumer loans was effective in reducing 

payday lender presence in all communities, including military areas. I contend that protective 

financial policies may be most effective if enacted through broader regulations and/or the 

development of public alternatives to high-interest lending. 
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CHAPTER ONE. INTRODUCTION  

 

 
Credit has become a central feature of household finance within the modern US economy 

(Krippner 2017). In an economic context defined by rising economic insecurity for many 

households (Hacker 2006; Morduch and Schneider 2017; Western et al. 2012; van der Zwan 

2014), credit has served as a way to smooth income volatility in the face of a shrinking social 

safety net, rising costs of living, and wage stagnation (Hodson, Dwyer, and Neilson 2014; 

Trumbull 2012).   

There is substantial inequality in access to credit, with the type, cost, and availability of 

products stratified by race/ethnicity and socioeconomic position of households (Dwyer 2018; 

Negro, Visentin and Swaminathan 2014; Pager and Shepherd 2008). Mortgage and student loan 

markets have been the subject of recent sociological studies, especially with regards to high cost 

products that can exacerbate inequality (e.g., Fligstein and Davidson 2010; Hall, Crowder, and 

Spring 2015; Hwang, Hankinson, and Brown 2015; Popp Berman and Stivers 2013; Rugh and 

Massey 2010; Seamster and Charron-Chénier 2017). These studies of subprime credit products 

targeted to economically disadvantaged households underscore that poverty is profitable, with a 

successful “business model at the bottom of every market” (Desmond 2016:90).  

The consumer credit market has received less attention from sociologists (Dwyer 2018; 

Carruthers and Kim 2011), even as consumer credit has become a significant part of household 

finance over the past three decades (Fligstein and Goldstein 2015; Krippner 2017; Trumbull 

2012). This market also has a profitable business model at the bottom. Namely, payday lenders 

have made a multi-billion dollar business out of high-cost, short term loans that are effectively 
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subprime alternatives to bank products like credit cards (Baradaran 2015; Wilson and Wolkowitz 

2017). As non-bank financial service providers, payday lenders do not have to comply with 

many banking regulations and guidelines, which allows them to offer small personal loans at 

substantially higher interest rates than banks (Caskey 2005; Melzer 2011; Peterson 2007; 

Stegman 2007).1  

The industry has rapidly expanded since the early 1990s, and there are now more payday 

lender storefronts in the United States than McDonalds and Starbucks combined (Skiba and 

Tobacman 2010). Payday lenders require that borrowers be employed (or have steady income) 

and have a bank account. Borrowers thus have basic access to bank services, but also have 

relatively low incomes and/or liquidity constraints (Lawrence and Ellihausen 2008; Lee and Kim 

2017; Melzer 2011).  

About 12 million Americans borrow from a payday lender each year, collectively 

spending more than seven billion dollars on fees and interest (Pew Charitable Trusts 2012, 

2016). The typical payday borrower uses the loan to cover routine expenses (Baradaran 2015; 

Pew Charitable Trusts 2012; Stegman 2007). Payday lenders argue that consumers choose to use 

payday loans rather than bank credit products.2 However, in most cases this isn’t a matter of 

choice. The majority of borrowers use these loans as a last resort to make ends meet when their 

liquidity is lowest and they have few alternatives (Bhutta, Skiba, and Tobacman 2014). These 

borrowers have already maxed out their bank credit options and/or have been denied additional 

                                                
1 Typically, these loans are under $500 but due within in two weeks, carrying fees and interest 
ten times that of a typical bank credit card (Stegman 2007). 
2 For instance, in its annual report to shareholders, Advance America (2012:6), the largest 
payday lender in the United States, writes, “[W]e believe customers value cash advance services 
as a simple, quick, and confidential way to meet short-term cash needs between paydays while 
avoiding the potentially higher costs and negative credit consequences of other alternatives.”  
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access to bank credit because of low credit scores or other factors (Bhutta, Skiba, and Tobacman 

2014; Fourcade and Healy 2013; Lawrence and Ellihausen 2008;).3 In a context of economic 

insecurity and credit constraints for many American families, it is perhaps no surprise that 

payday loans are in demand. Questions remain, however, about supply-side factors that have 

contributed to the pervasive presence of payday lending within the United States.  

This dissertation expands sociological work on consumer credit through an examination 

of the payday lending industry and the supply-side factors that shape access to credit. I use 

archival records and longitudinal geospatial data to understand how institutional networks and 

ineffective policy efforts have facilitated the proliferation of high-interest credit and impacted 

consumer access to financial services. Chapters Two and Three consider how firm-level 

relationships between banks and payday lenders have shaped the credit market within the United 

States, while Chapter Four examines the policy efficacy of recent federal and state efforts to 

reduce exposure to payday lenders. 

Chapter Two introduces the concept of financial symbiosis, or the sustained exchange of 

financial capital between two or more potential competitors in the same market. I demonstrate 

that financial symbiosis has become routine among firms within the financial sector through an 

examination of the long-standing credit arrangements between mainstream banks and payday 

lenders. I examine archival financial documents from publicly traded payday lending companies, 

available through the Securities and Exchange Commission (SEC) to understand the nature of 

these bank-payday lender relationships, their durability, and the benefits they provide to both 

parties. Through an inductive text analysis of the SEC documents, I construct the longitudinal 

                                                
3 The average payday loan borrower has a credit score that is 1.5 standard deviations lower than 
that of the average consumer (Bhutta, Skiba, and Tobacman 2014).  
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financial network of banks and payday lenders and identify key motivations for sustained capital 

exchange. I find the financial relationships are motivated by payday lenders’ desire to expand 

their geographic scope and banks’ desire to indirectly profit from high-cost lending that banks 

are restricted from offering themselves. I conclude by considering the broader implications of 

financial symbiosis in the modern economy. 

In Chapter Three, I consider whether financial symbiosis impacts the meso-level 

distribution of financial services within communities by asking whether participation in these 

firm-level financial relationships result in systematic differences in where new bank branches 

open within local markets. To answer this question, I analyze an original longitudinal geospatial 

dataset on payday lenders, bank branches, their financial relationships, and the local markets they 

serve in the Denver metropolitan statistical area between 1998 and 2014. I employ random 

effects linear probability models and find the presence of payday lenders in a market is modestly 

associated with an increase in the likelihood of a new branch entry by financing banks. However, 

further analysis shows that banks’ support of payday lenders does not result in spatially distinct 

branch entry patterns relative to other large banks. Instead, the primary differences in spatial 

patterns are between large multimarket banks and small regional banks. Large banks, including 

those that support payday lenders, are more likely to coexist with payday lenders in local 

markets. I conclude by considering the local market implications of the co-presence of payday 

lenders and large banks within communities.  

The final chapter turns to a second supply-side factor shaping the subprime credit market: 

policy. In this chapter, I uses geospatial data on payday lending storefronts to assess a landmark 

federal policy initiative: the 2007 Military Lending Act (MLA), which created a federal interest 

rate cap on consumer loans to military members. I ask whether the implementation of the MLA 
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resulted in a reduction in the number of payday storefronts within military communities, 

leveraging state-level variation in payday lending laws in Colorado, Washington, and Oregon. 

The analysis shows that the MLA alone had virtually no impact on reducing payday loan 

exposure in military communities. In contrast, state-wide restrictions capping interest rates for all 

consumers was effective in reducing payday lender presence in all communities across the state, 

including military areas. These findings suggest that MLA as implemented was a misaligned 

policy solution and that universal social reforms may be most effective in reducing exposure to 

subprime financial services. I conclude with a discussion of a public alternative to payday 

lending – postal banking – and how this option could be enhanced to ensure military access to 

low-cost financial services.   

Together, these chapters demonstrate that market relationships and uneven policy efforts 

have enabled the expansion of an industry dedicated to high interest credit. Conventional banks 

have actively financed the payday lending industry for decades, underscoring that it is not just 

payday lenders who are profiting from economic disadvantage. Though banks’ support of the 

industry does not appear to impact their own branching strategies, this financing has facilitated 

significant geographic expansion of payday lending storefronts across the country, increasing the 

prevalence of these services within communities. And, policy efforts to date have been limited in 

their efficacy, protecting some, but not all consumers from high-cost loans. The results of these 

analyses not only have important implications for the credit industry, but also contribute to our 

understanding of how market relationships and policies can impact consumer access to financial 

services.  

This dissertation forms the foundation of a research agenda that bridges relational and 

geographic perspectives of finance to think about markets as ecosystems. Future research should 
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consider the ways in which firm-level relationships, shared marketplaces, and overlapping 

products have created a set of linked ecologies (Abbott 2005) that blur the boundaries between 

“prime” and “subprime” credit products and companies. In particular, there is room to consider 

whether financial symbiosis between banks and payday lenders changes the types of credit 

products they provide and how this might lead to variation in the quality of services available 

across local markets. This is an important avenue of research given that I find that large banks– 

including those that are financially tied to payday lenders – are more likely to open branches in 

payday lender markets relative to smaller banks. Connecting financial symbiosis to both market 

locations and product development may provide additional insights into why some local markets 

have more costly banking products than others (see, e.g., Faber and Friedline 2018; Hannan 2006 

on between-market variation in costs).  

My approach of markets as ecosystems presents a productive area of study for the field of 

economic sociology. Similar symbiotic relationships are occurring in other financial arenas, 

including the mortgage market (e.g., Rudegeaire, Ensign, and Jones 2018). As discussed in 

Chapter Two, financial companies are increasingly forming capital-based partnerships with 

competitor firms in ways that may push regulatory boundaries, change the scope of markets, or 

even develop new markets. Additional socio-spatial research that jointly considers firm-level 

relationships and market consequences will expand our understanding of how supply-side 

dynamics are transforming economic markets.  
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CHAPTER TWO. FINANCIAL SYMBIOSIS: MUTUALLY BENEFICIAL RELATIONSHIPS 
BETWEEN BANKS AND PAYDAY LENDERS 

 
 
 

Relationships across firms within the financial sector are beneficial for financial, 

political, and regulatory gain (Allen and Babus 2009; Iori and Mantegna 2018; Podolny and Page 

1998; Uzzi 1999). Research on relational ties often focuses on firm-level benefits with less 

attention on how these ties might affect the broader financial marketplace (e.g., Hite and 

Hesterly 2001, Uzzi 1999, but see, Goldstein and Fligstein 2010). Given the increasing 

significance of financial firms in the economy (Tomaskovic-Devey and Lin 2011; van der Zwan 

2014), it is important to understand how relationships across financial firms may create 

economic externalities that ripple out to other market participants.  

To consider market level implications of firm-level ties, I examine two decades of 

financial relationships between banks and high-cost payday lenders. Payday lenders offer small-

dollar loans but charge high interest and fees, a business model that is often described as 

exploitative relative to credit options provided by banks (Caskey 2005; Graves 2003; Negro, 

Visentin, and Swaminathan 2014; Morgan, Strain, and Seblani 2012; Stegman 2007). Though 

much of the prior research on payday lending has examined its business model and effects on 

consumers’ access to and cost of credit, it has not fully appreciated banks’ role in payday 

lending. Specifically, as consumer advocacy groups note, banks provide commercial credit to 

many national payday lenders (Connor and Skomorovsky 2010; see also Rivlin 2010). Given that 

the banks involved also offer their own consumer credit products, such financing may have 

significant implications for the consumer credit market.  

What do these financial relationships between banks and payday lenders look like, how 

have they changed over time, and what are their implications for the consumer credit market? In 
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two empirical analyses I show how sustained financial relationships between banks and payday 

lenders reorient their incentives in ways that may affect consumer options. First, I use archival 

financial documents for publicly traded payday lenders, available via the Securities and 

Exchange Commission, to identify signatories in commercial credit agreements between banks 

and payday lenders and construct the longitudinal financial network. This analysis underscores 

that these arrangements do not operate on the margins of the consumer credit market, but rather 

consistently involve the largest banks in the United States. Second, through inductive text 

analysis of these documents, I identify key motivations for sustained resource exchange between 

banks and payday lenders. I find that the long-term credit arrangements between banks and 

payday lenders are motivated by payday lenders’ desire to expand their geographic scope and 

banks’ desire to indirectly profit from high-cost lending in the face of bank-specific lending 

restrictions. I also show how the consumer credit marketplace has undergone significant changes 

a result of this financing.  

My findings suggest that these relationships are symbiotic in scope, and I draw on this 

case study to introduce the concept of financial symbiosis: the sustained exchange of financial 

capital between two or more competitors operating within the same financial market. 

Importantly, financial symbiosis highlights how such relationships may disrupt the broader 

marketplace for other actors. I contend that financial symbiosis is becoming increasingly 

common within financial markets, and I conclude by considering the broader implications of 

financial symbiosis in the economy.  

FINANCIAL RELATIONSHIPS AS STRUCTURING MARKETS 

In the modern economy, the financial sector has taken center stage (Tomaskovic-Devey 

and Lin 2011), and significant attention has been paid to networks developed within financial 
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markets. Arrangements across financial firms and actors are paramount to the function of the 

financial system (Allen and Babus 2009; Carruthers and Kim 2011; Granovetter 2005; Podolny 

and Page 1998; Powell 1991; Uzzi 1996). Network explanations of the financial industry 

emphasize ego-centric benefits for the firms involved, drawing on theories that conceptualize 

networks as “pipelines” for the exchange of information and resources (Podolny 2001), or as 

opportunities for positioning the firm in a structurally advantaged place (Baker 1990; Burt 1992). 

Network ties can reduce financial risk (Allen and Babus 2009). Syndicates, for example, are 

formed among investment banks to help share the risks of the underwriting across firms 

(Podolny and Page 1998). Personal network ties among employees and collaboration across 

firms can also provide financial companies with new or better information (Cohen, Frazzini, and 

Malloy 2008; Sorenson and Stuart 2001). And, relational ties can facilitate the capture of various 

financial market arenas through the creation of board interlocks, the establishment of regulatory 

loopholes, or via innovations in financial products (Mizruchi and Stearns 2001; Shane and Cable 

2002; Sorenson and Stuart 2001; Stuart and Yim 2010; Thiemann and LePoutre 2017; Uzzi 

1999).  

Financial Symbiosis 

Inter-firm networks may also impact the broader market environment for third-party 

actors not engaged in the networks, creating externalities within the marketplace (Iori and 

Mantegna 2018). This is especially important to consider when thinking about how financial 

relationships among firms might impact consumers. Financial markets have become central to 

consumers’ economic lives (Tomaskovic-Devey and Lin 2011; van der Zwan 2014), and firm-

level relationships within the market may change consumers’ access to finance, the financial 

services and products themselves, and/or their associated costs and risks.  
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Consequences of firm-level ties can be significant: as Goldstein and Fligstein (2010) 

articulate, inter-firm financial relationships contributed to the 2008-2009 financial crisis. Banks 

packaging mortgage securities paid the agencies that were ostensibly providing independent 

ratings of the safety and soundness of those mortgage packages. These financial relationships 

between banks and the rating agencies incentivized the rating agencies to give inflated ratings to 

risky bundles of subprime mortgages, which helped create an unstable market (Goldstein and 

Fligstein 2010). When the risks turned into a crisis, it was ordinary consumers – not the banks 

nor the rating agencies – who bore the brunt of the collapse, with millions of families facing 

foreclosures (Hall, Crowder, and Spring 2015).  

In this paper, I propose that a phenomenon I call financial symbiosis is occurring among 

firms within the financial sector in the modern economy. Symbiosis, an ecological concept, 

describes a dependent relationship between distinct species that is critical for at least one species’ 

survival (Solomon et al. 2015). Importantly, symbiotic relationships are developed within 

specific environments, and bring with them the possibility of altering the environment. As such, 

ecological studies of symbiotic relationships not only consider the species engaged in the 

exchange, but also consider the exchange’s impact on the broader ecosystem. Social science 

studies have drawn on symbiosis to describe mutually beneficial relationships across people, 

organizations, and industries that have altered social, industrial, and regulatory environments 

(see, e.g., Park 1939; Powell 1996; Spires 2011; Schanze 1993).  

Financial symbiosis centers on the exchange of capital from one competitor firm to 

another within the same market, with the goal of future profits. There are four key requirements 

to classify a relationship as financial symbiosis. First, financial relationships are mutually 

beneficial, enriching all firms involved, either through direct or indirect financial gains. Second, 
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the exchange of capital creates a mutual dependence – i.e. both parties rely on the exchange to 

some extent – moving the relationship from merely collaborative to symbiotic. Third, to classify 

as symbiotic, such relationships cannot be a one-time transaction, but rather embody a sustained 

exchange of capital. Finally, exchanges occur within the same market, such that the parties 

involved are operating within the same “ecosystem,” often as potential or current competitors.  

These relationships are formed within a shared market, setting financial symbiosis apart 

from other financial exchanges that occur across markets. Because the end goal is increased 

profits for the parties involved in the capital exchange, symbiotic ties reorient business incentives 

toward the maintenance of the relational tie. Without financial symbiosis, a financial firm is 

interested in profiting from a traditional producer-consumer relationship, selling financial 

products or services to market participants. When engaged in financial symbiosis, however, the 

firm seeks additional profits from the firm-to-firm financial exchange. As a result, the consumer 

becomes a third-party actor in the marketplace and may endure additional costs as a result of the 

firm-level symbiotic relationships. These externalities can emerge as a restructuring of the 

options available to market participants, either through product changes and/or consolidation of 

services, or through market closures that introduce exclusion into the marketplace, altering who 

is able to participate.  

Though I introduce financial symbiosis in its full form here, the concept was developed 

during an in-depth qualitative analysis of the financial relationships between two competitors in 

the consumer credit market: mainstream banks and high-interest, non-bank lenders offering 

small-dollar loans (commonly referred to as payday lenders). In what follows, I discuss each 

defining feature of financial symbiosis – longevity of ties, profit-oriented benefits, mutual 

dependence, and changes to the shared market – as it emerged through this analysis.  
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BACKGROUND: PAYDAY LENDERS, BANKS, AND THE CREDIT MARKET 

Financial symbiosis between banks and payday lenders is situated within the specific 

legal context that allows both to operate within the formal credit market in the first place. Banks 

had relatively little engagement with consumer credit until the 1970s when deregulation allowed 

banks to “export” interest rates from their home state to other states, superseding state usury laws 

restricting interest rates (Peterson 2008; Trumbull 2012). Banks moved their headquarters to 

states with relaxed or non-existent interest rate caps, and this opened the door for banks to offer 

credit cards and other products nationwide at higher interest rates than previously allowed 

(Hellwig 2005; Mann and Hawkins 2007).  

This same deregulation also permitted non-bank companies, like payday lenders, to begin 

offering credit products within the formal economy. State-level anti-usury laws that barred 

exploitative interest rates essentially prohibited formal high interest lending for much of US 

history. Instead, high interest lending occurred via salary lenders in the informal economy, 

commonly referred to as loan sharks (Peterson 2008). Gradually, deregulation and the erosion of 

anti-usury laws within states in the twentieth century paved the way for formalized short-term 

lending by non-bank financial institutions (Peterson 2003; Stegman 2007).  

Payday lenders offer unsecured small-dollar loans, typically ranging from two hundred to 

five hundred dollars. Individual must have access to a bank account to take out a payday loan, 

which requires a post-dated check or permission to withdraw funds directly from the client’s 

bank account on the next payday, usually the occurring within the next month. These companies 

market their products to “underbanked” consumers, or those who have basic access to banks but 

who cannot rely on mainstream financial institutions for short-term loans, do not have access to a 

credit card, or have already maxed out their credit cards (Stegman 2007). Payday lenders charge 



 

 13 

fees and interest rates equivalent to an annual percentage rate (APR) of over 300% (Baradaran 

2015; Bhutta, Goldin, and Homonoff 2016; Caskey 2001; Stegman 2007).  

In contrast, contemporary commercial banks offer a variety of credit services, including 

mortgages, credit cards, and personal loans, at much lower interest rates (the typical credit card 

carries a 14-26% APR). Federal regulations prohibit unsafe and unsound lending practices, 

broadly defined as loans that place undue risk on banks (Hellwig 2005; Office of the Comptroller 

of the Currency (OCC) 2002). For consumer credit and personal loans, this is interpreted as 

requiring banks to follow reasonable underwriting practices and verifying customers’ ability to 

repay the loan, which effectively limits interest rates they can charge (Federal Deposit Insurance 

Corporation (FDIC) 2011; OCC 2002; Peterson 2007). Nevertheless, prior research shows that 

banks have made repeated efforts to engage in high-interest lending in a few ways: 

Competitor Products. Although bank interest rates on formal credit products are 

significantly lower than those of payday lenders, banks have other products classified as “fees” 

that can be considered direct competitors to high-cost short-term loans, namely overdraft fees 

(FDIC 2008; Servon 2017). Despite being called a fee, overdraft penalties have been included in 

analyses of the single payment credit market alongside payday loans because they are effectively 

small-dollar bank loans extended to customers to cover insufficient funds in their accounts 

(Morgan, Strain and Seblani 2012; Schmall and Wolkowitz 2016; Stegman 2007). Even payday 

lenders see overdrafts as a competitor product; the largest U.S payday lender, Advance America 

(2009:12), notes in one annual report to shareholders that, in addition to competing with other 

payday lenders, they “compete with services offered by traditional financial institutions, such as 
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overdraft protection.” Though some restrictions have been placed on how banks can charge 

overdrafts, they continue to be a significant revenue source for banks. 4 

Additionally, after witnessing the success of the payday lending industry, some banks – 

most notably Fifth Third, Regents Bank, Wells Fargo, and US Bank – began to offer their own 

“deposit advance” products for their banking customers who had automatic direct deposits set 

up. These advances carried hefty fees (Douglas 2014; OCC 2013), which arguably bifurcated the 

banks’ credit products into prime and subprime options because banks did not evaluate 

customers’ ability to repay the loan when approving deposit advances (OCC 2013).  

These deposit advance products faced regulatory challenges. In 2013 the FDIC and OCC 

jointly issued rules that prohibited banks from issuing deposit advances to their customers. They 

cited safety and soundness concerns about the loan products, arguing that the products created 

too high of a risk for banks because they were not confirming the customers’ ability to repay the 

loans (OCC 2013). This joint guidance applied to banks overseen by the FDIC and OCC, but not 

to banks overseen by the Federal Reserve. As a result, although national banks and bank holding 

companies like Wells Fargo and US Bank ceased to offer these products as a result of this 

guidance, state-chartered banks whose primary regulator is the Federal Reserve System continue 

to offer such products to consumers (see, for example, Fifth Third Bank 2017).  

Partnerships with Payday Lenders. Banks have also attempted to form direct partnerships 

with payday lenders. In the late 1990s-early 2000s, some banks engaged in “rent-a-bank” 

arrangements with payday lenders. Federal laws for bank interest rates supersede state-level 

consumer laws that restrict interest rates on payday loans. In a typical “rent-a-bank” 

                                                
4 In 2012, the average fee per overdraft was $31, and, as a flat rate, is charged regardless of the 
amount overdrawn (Servon 2017: 29-33). In 2016, $30 billion in banking revenues came from 
overdraft fees (Andriotis and Rudegeair 2017).  
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arrangement, the payday lender served as a third party service provider of a federally regulated 

“bank” loan (Caskey 2005; Fox 2004; OCC 2002).5 Partnerships between banks and payday 

lenders provided an opportunity for payday lenders to work around state-level restrictions and 

banks to profit off of short-term consumer loans. Though lucrative, these partnerships were 

short-lived. In the early 2000s both the FDIC and the OCC determined that this practice was 

unsafe and unsound due to risks associated with having a non-bank administer the loan, which 

resulted in a series of enforcements that effectively prohibited the practice (see FDIC 2005; OCC 

2002, 2003).  

The preceding review shows that, with the exception of overdraft fees, many banks’ 

efforts to engage directly in high cost lending through partnerships with payday lenders or via 

their own payday-like products were largely hindered by federal regulators. In what follows, my 

examination of payday lender financing highlights a mundane, and completely legal way for 

banks to profit from the payday lending industry: establishing financial ties to payday lending 

companies through commercial credit arrangements. These exchanges underscore sustained 

financial ties that are mutually beneficial and profit-oriented, with consequences for the broader 

marketplace.  

 

 

                                                
5 For instance, prior to disciplinary action by the Office of the Comptroller of the Currency in 
2002, ACE Cash Express, a payday lending company, partnered with Goleta Bank to issue “bank 
loans” in multiple states where payday lending was restricted. In a typical process, employees at 
ACE Cash Express storefronts would provide the customer with a Goleta loan application and 
send the application to Goleta; Goleta would determine customer eligibility and set the interest 
rate; and ACE would process the loan and collect repayment while also charging an additional 
$17 fee for every $100 of the loan for every 2-week period during repayment (ACE Cash 
Express 2001:46).  
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ANALYTIC STRATEGY  

To examine financial relationships between banks and payday lenders, I collected and 

examined over 150 financial documents that six publicly-traded national payday lending chains 

filed with the Securities and Exchange Commission (SEC). The SEC is an independent federal 

agency that oversees the securities marketplace. Part of the SEC’s mission is to facilitate a fair 

and transparent marketplace for investors. As such, the SEC requires that all publicly-traded 

firms (i.e. firms in which members of the general public can be investors) provide regular reports 

with meaningful and truthful information about the state of their business and financial 

conditions (SEC 2013, 2011).  These reports are archived and made publicly available in the 

SEC’s public Electronic Data Gathering, Analysis and Retrieval (EDGAR) system (SEC 

2018).The SEC documents I reviewed include the commercial credit agreements between each 

payday lender and the syndicate of banks financing each company, as well as payday lenders’ 

prospectuses and annual, quarterly, and current reports that make reference to the credit 

agreements.  

Six publicly traded companies offered multi-state payday lending services and were 

registered with the SEC for a period between 1996 and 2014: ACE Cash Express, Advance 

America, Cash America, Dollar Financial Group, EZ Corp, and QC Financial Holdings. On 

average, I have 12 years of information per payday lender. For this analysis, I first construct 

longitudinal network of publicly traded payday lenders and the banks providing financing to 

identify the nature and duration of these relationships. I then take a general inductive approach 

by conducting a systematic, detailed reading of the documents to identify common themes across 

company documents that speak to the motivations for these exchanges (Thomas 2006). I read the 

documents across years by each company to identify “within-company” themes over time and 
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read the documents across companies within each year to identify common “between-company” 

themes. 6 

The SEC documents are an excellent source of information to use for identifying 

common themes and changes over time. They are meaningful representations of the firms’ 

business conditions: subtle changes in the language and content of these documents from year to 

year are predictive of the future performance of a firm (Cohen, Malloy, and Nguyen 2018). The 

annual and quarterly reports follow a specific format as outlined by the SEC, providing 

consistent structure and content type across companies and over time. As part of the content, 

these documents provide rich retrospective, current, and prospective narratives describing how 

each company perceives business-related activity, risks, and financing. Many of the themes 

identified in this paper stem from the annual reports, sections of which are devoted to describing 

the payday lending companies’ perceived motivations, concerns, and risks related to their 

commercial credit agreements with banks. In addition to direct identification of payday lender 

motivations, I identify bank-side motivations both directly from the contract language in the 

credit agreements and indirectly through consideration of the economic and regulatory context 

within which these contracts are made. 

Data 

Financial Network Ties. For this analysis, the financial exchange that forms the basis of 

financial symbiosis between a bank and a payday lender is defined as participation in a 

commercial credit agreements arranged between the two parties. 7 As contracts, these credit 

                                                
6 See Appendix 2.A1 for full details on methodology.  
7 There are other forms of financial exchanges between banks and payday lenders. For example, 
the investment banking arms of many of these same bank holding companies also provide 
valuation and investment underwriting services for payday lenders, raising capital from investors 
on behalf of the payday lender in exchange for a fee for their services. As such, the implications 
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agreements outline the legal parameters of the economic relationships between banks and payday 

lenders, providing insight into the benefits and constraints of associated transactions (Swedberg 

2003). The credit agreements can include a range of financing options, but primarily provide a 

revolving credit facility (RCF), with opportunities to include secondary lending facilities 

alongside the RCF.8 An RCF is commercial line of credit extended by a bank or a syndicate of 

banks to a business that can be drawn down as needed. In exchange for this flexible line of 

credit, the business pays fees and interest as determined by the credit agreement and is required 

to provide comprehensive reports on business activity to the banks. These credit agreements are 

dynamic and involve ongoing negotiation and communication between parties that may result in 

frequent amendments or restatements. In this paper, I will refer to all credit facilities between 

banks and payday lenders as RCFs, noting secondary arrangements when appropriate.  

Banks. A bank has a financial tie with a payday lender if it is a) an institution that offers 

consumer banking services, and b) a lead bank in an RCF listed within the payday lenders’ SEC 

documents. Here, lead banks are classified as the banks that are given a specified role in the 

credit facility, serving as the arranging, administrative, syndication, and/or documentation 

agents. Lead banks have ongoing interactions with the payday lenders as funds are used, interest 

is paid, and terms are renegotiated. They also typically provide the largest shares of the 

commercial credit extended to the business. Minor banks, which are listed as signatories but play 

                                                
of the financial exchanges discussed here may understate the significance of (and profits from) 
these relationships for both parties.  
8 For instance, many credit agreements reviewed in this analysis also include a smaller term loan, 
paid back in regular installments; a swingline provision, which provides access to a small, short-
notice loan; and/or a letters of credit arrangement, in which the bank guarantees payment to a 
third party when the payday lender is unable to make the payment (see, for example, Advance 
America 2004a). Although these add to the complexity of the credit agreement, these additional 
provisions are commonplace within commercial credit agreements and are often included in 
existing agreements as amendments during renegotiation processes (Miller 2014).  
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no formal role in the administration and maintenance of the credit agreement, typically hold a 

much smaller share of the risk.  

Payday Lenders. Payday lenders are defined as non-bank companies offering unsecured 

small-dollar cash advances. I identify eligible payday lenders in the SEC EDGAR database using 

Standard Industrial Classification (SIC) codes. Eligible non-bank companies’ SIC codes are 

6099, institutions with “functions related to depository banking”, 6141, “personal credit 

institutions,” or 5900, “miscellaneous retail” companies. The latter category encompasses a 

variety of retail business, including hybrid pawn-payday lenders that also sell used merchandise.9 

I keep non-bank companies that make small-dollar loans as part of their business, excluding any 

non-bank companies that offer only check cashing, wire transfers, pawn loans, and/or auto, 

mortgage or educational loans. Because the peak of payday lender growth occurred in the late 

1990s- early 2000s, I restrict my analysis to payday lenders that were publicly traded for at least 

part of that time, thus excluding payday lenders that entered the EDGAR database after 2005. I 

also exclude any payday lending companies that filed documents for fewer than three years.  

There are six publicly-traded payday lenders that meet the above requirements: ACE 

Cash Express (ACE), Advance America, Cash America, Dollar Financial Group (DFG), EZ 

Corp, and QC Financial Holdings. These are among the largest cash advance companies 

operating within the United States. The market is highly fragmented, with many single-storefront 

businesses, but each of these publicly-traded companies has, at time last seen, several hundred 

storefronts across multiple states. Stephens, Inc., a prominent industry analyst, identifies these 

                                                
9 The SIC 5900 category is a catchall category for retail establishments that do not fit into other 
designated categories (ex. “5812: retail – eating place” or “5712: retail – furniture stores”). 
Pawn-payday lenders in this category were identified by cross-checking Hecht (2014) and the 
SEC EDGAR database. 
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six companies as part of their top ten “large players” list for the payday lending industry (Hecht 

2014). The remaining four companies on Stephens’ list are private (Check Into Cash, Check ‘N 

Go, Community Choice Financial, and PLS Services). There is some evidence that these private 

payday lender chains have similar financial arrangements with banks (Connor and Skomorovsky 

2010), but I exclude them because I do not have access to their financial documentation. 

The six payday lenders can be classified as offering only or mostly payday loans and 

other cash advance products (Advance America and QC Financial), cash advance and check 

cashing products (ACE and DFG), and cash advance, pawn loan, and check cashing products 

(Cash America and EZ Corp). Although some companies offer multiple product lines, each has 

significant revenue from cash advances, as shown in Figure 2.1.  

With the exception of Advance America, which consistently offers only cash advance 

products, the shares of revenue from payday lending for all companies increase in the late 1990s 

and early 2000s and then hold steady through the Great Recession years (2007-2009). After the 

Great Recessions, some companies experience a small decline in cash advance component of 

revenue which aligns with broader industry trends that show a decline in aggregate payday 

lending revenue due to regulatory and other market changes in the 2010s (Schmall and 

Wolkowitz 2016). Overall, Figure 2.1 shows remarkable growth in revenue share from cash 

advances over this time. ACE Cash Express, which began as a check cashing business, expanded 

into payday lending in the mid-1990s, and by 2002, payday loans accounted for about 30% of its 

total revenue. Similarly Dollar Financial Group only had about one percent of revenues 

stemming from cash advances in 1996, but by 2004, cash advances accounted for 42% of total 

revenue. For the two pawn shops that expanded into payday lending, they each created new 

subsidiaries specifically for cash advance products. EZ Corp created the subsidiary EZ Money, 
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which contributed between 20 and 30% of its total revenue by the mid-2000s. Similarly, in 

addition to offering cash advances in its pawn stores beginning in 2000, Cash America began 

operating several separate subsidiaries under various names that dealt exclusively with cash 

advances beginning in 2003, and revenue from cash advances steadily increased after this 

business move.  

Figure 2.1. Cash Advances as Percentage of Total Revenue by Year and Company  
 

 
 
Notes: Percentage calculated using financial data from annual 10-Ks filed with the SEC. 
Data ends for Advance America and ACE Cash Express when each company when it 
ceases public listing (2012 and 2007, respectively).  

 

RESULTS 

A. Sustained Financial Relationships  

Visualizations of financial networks can provide significant insight into inter-firm 

connections, including relationship longevity and resilience to economic shocks (Allen and 
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Babus 2009). Figures 2.2 and 2.3 provides a snapshot of the bank-payday lender network first in 

2006, at the peak of the payday lending industry, and then again in 2011, after the Great 

Recession. 

 

Figure 2.2. Bank-Payday Lender Revolving Credit Facilities, 2006.  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Notes: Node size of revolving credit facilities (dark gray) reflects the dollar value (in millions) of 
the credit agreement, with node size increasing as value increases. Source: SEC 10-Ks for the 
2006 fiscal year for each payday lender. Image produced using Gephi software. 
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Figure 2.3. Bank-Payday Lender Revolving Credit Facilities, 2011.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Notes: Node size of revolving credit facilities (dark gray) reflects the dollar value (in millions) of 
the credit agreement, with node size increasing as value increases. ACE Cash Express no longer 
publicly traded, exact syndicate unknown. Source: SEC 10-Ks for the 2011 fiscal year for each 
payday lender. Image produced using Gephi software.  

 
 

In the figures, the node size for each payday lender revolving credit facility indicates its 

monetary value. For simplicity, all lead banks have equal node sizes, but the dollar value of their 

contributions varies across facilities. In Figure 2.2, the monetary values of the RCFs in 2006 

range from $40 million to over $250 million. Among the six publicly traded payday lenders, 

Advance America, Cash America, and ACE Cash Express have the largest RCFs at this time, 

each valued at $200 million or more. With the exception of QC Holdings, all payday lenders 
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have at least two lead banks in their RCFs. The figures show that the network is highly 

interconnected, with several banks involved in multiple credit facilities in each year. Banks are 

primarily financing payday lenders as syndicates (i.e., multiple banks sharing the responsibilities 

and risks of the credit agreement). This underscores that the lines of credit are large enough to be 

too risky for just one bank to hold on its balance sheet (Podolny and Page 1998). In part because 

of the syndicate nature of the RCFs, all payday lender – bank dyads are connected in some way 

to the larger network.10 Indeed, Cash America and ACE Cash Express have RCFs with the same 

set of lead banks in 2006 (Wells Fargo, US Bank, JPMorgan Chase, KeyBank, and Union Bank 

of California).  

In the full network, Wells Fargo and US Bank are the most central network actors, each 

serving as lead banks for five of the six RCFs in 2006, and four of the five RCFs in 2011. 

JPMorgan is a lead bank for three RCFs in 2006. Bank of America, though only involved in one 

syndicate among the publicly traded companies, serves as the administrative agent for Advance 

America and manages its $250-270 million line of credit. That the largest commercial banks in 

the United States – Wells Fargo, US Bank, and JP Morgan, and Bank of America – are involved 

in these RCFs signals that financing payday lenders is perceived as a viable commercial lending 

strategy for banks, and that it has gone mainstream. Their financial reach likely extends beyond 

these six payday lending companies: although not included here, financing from Wells Fargo, 

Bank of America, and JPMorgan has been documented for large, privately held payday lenders 

(Connor and Skomorovsky 2010).  

                                                
10 Between 2000 and 2004, there was one “island” dyad in the public lender network, formed 
between QC Financial Holdings and Banco Popular. Neither company was linked to others in the 
network because Banco Popular was a sole lender to QC and was not a lead lender for any other 
publicly traded lender.  
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Many of the banks in the network are profiting multiple times over, collecting fees and 

interests from several payday lenders. This could expose banks to a heightened level of risk if a 

sudden shock affects the industry and multiple companies are unable to make payments on the 

credit facility (Allen and Babus 2009). However, this risk is relatively small: regulatory changes 

move slowly, and it’s unlikely that all payday lenders would simultaneously draw down their 

entire RCFs and be unable to pay them back. Moreover, these contracts require that the banks be 

paid back first in the event of a default, and the credit agreements also introduce strict financial 

covenants, or rules the business must comply with, in order to continue receiving the credit (see, 

e.g., Advance America 2004b). These features of the agreements protect the banks from potential 

losses. As a result, banks are earning steady profits with relatively low risk by supporting 

multiple payday lenders.  

Longevity. The RCFs bring with them formal opportunities for either the bank(s) or the 

payday lender to break the financial tie, namely through expiration dates on the credit agreement. 

For the payday lenders reviewed here, the RCFs typically had to be renewed every three to four 

years. As the pair of figures demonstrate, there are few instances of breaking an agreement, and 

the bank-payday lender networks change little over time. Wells Fargo and US Bank continue to 

be central players in the 2011 RCFs and support the same companies (with the exception of ACE 

Cash Express, whose syndicate cannot be confirmed because it is no longer publicly traded by 

2011). When bank syndicates do change, it is typically because a new bank joins the RCF. For 

instance, the archival documents show that Wells Fargo joins as a “late” addition to the RCFs for 

both Cash America (in 2002) and Advance America (in 2004), but then it remains a lead bank for 

these companies’ RCFs for the duration of their time as publicly listed companies.  
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Notably, the Great Recession of 2007-2009, the subsequent economic turmoil, and the 

creation of the Consumer Financial Protection Bureau in 2010 – which placed increased scrutiny 

on the payday lending industry – did not substantively change bank-payday lender relationships, 

as shown in Figure 2.3. The sustained relationships between banks and payday lenders show that 

by and large, the payday lenders were able to maintain the financial covenants needed to remain 

in good standing with the banks despite regulatory changes and economic uncertainty, and banks 

continued to see payday lenders as a worthwhile investment. Payday lenders that left the network 

did so not because an RCF was terminated by the banks, but rather because the payday lender 

either merged with a non-public company or entered into a private equity arrangement.11  

QC Financial Holdings is the notable exception to the above account of sustained 

financial support from banks during its listing period. Initially, QC had a line of credit with 

Banco Popular North America as the sole bank from 2000 – 2004, but it was limited to $10 

million. In 2006, QC then entered into a new $45 million RCF with five banks – with US Bank 

as the lead bank – (see Figure 2.2), but Banco Popular was no longer a part of this arrangement. 

Over the next few years QC struggled to meet the terms of its financial covenants, especially 

during and after the financial crisis. In their annual report for the 2014 fiscal year, the company 

writes, “we have generally experienced declining financial results in recent years, which have 

resulted in our failure to meet various financial covenants in our prior credit agreement”(2015: 

25). While the other payday lenders in the network increased their lines of credit between 2006 

and 2011, QC’s RCF did not increase and remained the smallest ($45 million).  

B. Mutually Dependent, Profit-oriented Network Ties 

                                                
11 This happened to three of this six payday lenders. ACE Cash Express was acquired by a 
private equity firm in 2007, Advance America merged with another non-public company in 
2012, and Dollar Financial Group was acquired by a private equity firm in 2013. 
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The network demonstrates sustained financial ties between payday lenders and banks. 

But why were these ties formed in the first place? My analysis of the financial documents 

suggest that motivations are profit-oriented for both parties.  

Payday Lender Motivations 

 On the payday lender side, two key themes for the establishment of financial 

relationships with banks emerge across the six payday lenders’ annual filings: to stabilize cash 

flow for day-to-day operations and to allow business expansion via upfront financing for 

storefront acquisitions and construction. A third theme, a desire to avoid the loss of bank 

financing due to company decline, regulatory changes, and/or reputational risks, emerges in the 

companies’ discussions of business risks. All three themes highlight payday lenders’ dependence 

on bank financing.  

Cash Flow. By the nature of their business, payday lenders face relatively uncertain cash 

flow. They give money to make money, but don’t collect on the loan until later. In order to have 

sufficient cash on hand to issue payday loans, the lenders must have a stable liquidity source. 

The RCFs, as described by the payday lenders, provide the liquidity needed to sustain their daily 

operations. Advance America, the largest payday lender in the United States, notes in their 

prospectus, “we fund all payday cash advances from our operating cash and/or revolving credit 

facility” (2004a:2). The prospectus later goes on to state that Advance America borrows under 

the credit facility “daily” to finance their working capital needs (2004a: 57), implying that the 

RCF is a routine tool for maintaining cash flow. QC Financial Holdings is similarly direct, 

writing that they “depend” on their credit facility to fund their payday loans made to customers 

(2008:23). EZ Corp, a company that offers pawn and payday loans notes that, combined with 
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their cash flow from operations, their revolving credit facility will, among other things, provide 

sufficient funding to meet “working capital requirements during the coming year” (2006:38).  

In their annual reports, payday lenders also note they increase the use of their RCFs as 

consumer demand increases. As Advance America states, “our-day-to-day balances under our 

revolving credit facility, as well as our cash balances, vary because of seasonal and day-to-day 

requirements from making and collecting advances” (2009: 62-63). Several payday lenders write 

that they face particularly high demand during the back-to-school and end-of-year holiday 

seasons, and they draw down their RCFs more heavily during these time periods to cover the 

high volume of loans. ACE Cash Express even negotiated to have an additional seasonal 

revolving credit facility that is available specifically to cover the high volume of year-end 

holiday season loans (see, e.g., ACE 2005). RCFs, with their flexible structure, provide payday 

lenders with the ability to manage uncertainty and fluctuation in their daily cash flow.12  

Expansion. The second motivation described by the publicly traded payday lenders is 

financing for storefront growth. To capture a larger share of the market and increase revenues, 

these lenders depend on the ability to increase the number of brick-and-mortar storefronts, and to 

do so quickly (Damar 2009; Rivlin 2010). As ACE Cash Express writes in their 2005 annual 

report: “our expansion strategy consists principally of combining acquisitions and new store 

openings (both company-owned and franchised stores) and increasing comparable store sales of 

existing services” (2005: 48). Similarly, Advance America states: “a key objective of our growth 

strategy is to become the leading provider of payday cash advance services in each market we 

                                                
12 The use of bank credit for managing day-to-day operations was referenced within company 
documents across all years reviewed. Though not cited in the main text, Cash America and 
Dollar Financial Group also noted the importance of this funding for managing short term 
liquidity.  
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enter by rapidly opening proprietary, wholly owned centers” (2007:7). Property acquisitions and 

new store construction require significant upfront costs, and across the six payday lenders, the 

RCFs and other loans affiliated with the credit agreements are repeatedly cited as providing the 

needed capital to finance expansion. ACE Cash Express (2005:6) credits their bank financing as 

enhancing their “ability to pursue our company-owned store growth more aggressively.” In a 

2005 press release about finalizing an amended RCF, the CEO of Dollar Financial Group makes 

a direct connection between the renegotiated RCF and future store growth, stating, “We are 

pleased to have completed this amendment to our credit facility as it supports Dollar Financial 

Group's working capital growth and enhances the Company's ability to pursue new store 

openings and acquisitions going forward” (Dollar Financial Group 2005:1). QC Financial 

Holdings’ (2008:25) citation of the dollar amount used for acquisitions made in December 2006 

underscores the significant costs of geographic expansion: $16.3 million was borrowed on their 

revolving credit facility to cover 51 acquisitions that month.  

Mitigating Threat of Losing Financing. Annual reports filed with the SEC include a 

standard “business risks” section that discloses potential risks that could adversely affect 

business performance. Across the six payday lenders examined here, the risks are substantively 

similar, citing potential market, regulatory, and consumer changes. One common risk was the 

possibility of losing a credit arrangement with banks. Cash America lists “[c]hanges in the 

capital markets or the Company’s financial condition could reduce available capital” as a key 

risk factor in its annual reports filed with the SEC, noting that access to capital “is critical to the 

Company’s ongoing financial success” (see, e.g., Cash America 2008:17). Similarly, Dollar 

Financial Group (2009: 26) notes that disruptions in the capital markets as a result of 

“uncertainty, changing or increased regulation, reduced alternatives, or failures of significant 
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financial institutions could adversely affect our ability to refinance our existing credit facilities,” 

causing the company to conserve cash, delaying planned expansion and other expenditures.  

QC Financial Holdings provides an example of what happens when bank financing gets 

harder to come by. In this study, QC was the only company to repeatedly struggle to maintain in 

good standing with its banks. After the financial crisis, QC does not hide the company’s worry of 

losing bank financing:  

We believe the [conditions of the financial crisis] directly and adversely affected 
the terms of our credit agreement, which we renegotiated in the fall of 
2011…[T]he reduced availability under our new revolving credit facility, or the 
inability to refinance our current credit facility, could require us to take measures 
to conserve cash until the markets stabilize or until alternative credit 
arrangements…for our business needs can be arranged. (2012:24-25) 
 

QC’s language regarding the direct impacts of the crisis on their credit negotiations with banks is 

particularly strong relative to that of its peers, which discuss the financial crisis as potentially 

disruptive to the market, but cite no direct impacts.13 Relative to others in the network, QC 

Financial Holdings experienced a decline in their revenue that they attributed to the economic 

downturn. By 2013, the company writes that “unless our financial results improve in 2014, we 

may not be able to extend our current credit facility at all or on terms that are attractive to us” 

(2014:25). The company then proceeded to renegotiate its credit agreement in July 2014, but did 

so on much more restrictive terms. The following year, QC wrote that, due to the limitations of 

                                                
13 For instance, Advance America (2012:26, emphasis my own) discusses the crisis and its 
impacts using conditional language that signals they haven’t yet experienced direct impacts: 
“ The current global economic crisis may adversely affect our business in several ways… If 
customer behavior changes as a result of current economic conditions, our provision may be 
inadequate…Lastly, given the unprecedented nature of the current economic crisis, our business 
may be adversely affected in ways that we are unable to anticipate.”  
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the new RCF, “our ability to respond to changing business and economic conditions…may be 

significantly restricted, and we may be prevented from engaging in transactions that might 

further our corporate strategies” (2015:26). QC was now trapped in a negative cycle: poor 

business outcomes caused them to breach their financial covenants, which resulted in the banks 

placing new restrictions on credit terms, which further constrained QC’s ability to do business. 

That QC agreed to such a restrictive RCF – despite their stated reluctance and underscoring of 

the unfavorable terms in their annual reports – demonstrates that the company depended on this 

financing to manage their business, and was willing to restrict business activity to maintain this 

financing.  

In these and other statements, these companies directly acknowledge that without this 

upfront financing from banks they would be unable to make payday loans to consumers. 

Moreover, they cite potential loss of such an arrangement as detrimental to their business, and 

are willing to take on, in the case of QC Financial Holdings, increasingly restrictive covenants in 

order to avoid the loss of bank funding. Taken as a whole, these narratives indicate that without 

assistance from mainstream banks, payday lending would be an unstable and uncertain business 

with significant cash flow issues. Moreover, payday lending at a multi-state scale would be 

difficult, if not impossible, due to the significant upfront capital needed to open storefronts.  

Bank Motivations 

On the bank side, a revolving credit facility is a mundane and routine arrangement made 

with a business. The covenants, or terms, agreed to by payday lenders follow many of the same 

standards as commercial credit arrangements for business of all types. As such, can such a 

standard financial arrangement be considered evidence of financial symbiosis for banks? I argue 

that it is for two key reasons: first, as demonstrated by the network in Figures 2.2 and 2.3, the 
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aggregate monetary value of the RCFs is substantial, providing consistent profit opportunities 

from a high-interest loan product that banks themselves are unable to sell. Second, payday 

lenders are required to share proprietary market and profit information with the banks financing 

them, which may be useful for informing banks’ own market and product strategies.  

Continued Profits from High-Interest Loans. The RCFs with payday lenders create a 

legal way for banks to profit from high interest lending. Given that banks must follow “safe and 

sound” practices which limit their ability to offer high-interest loans, this is potentially a more 

enviable solution than making small-dollar loans themselves. Although most banks offer some 

form of unsecured small dollar lending, in most cases interest rates are below 36% APR, and 

banks have cited overhead costs as a reason for not extending loans to lower income consumers 

(FDIC 2012). By supporting payday lenders, banks can consistently profit from high interest 

loans with little financial or reputational risk. In this financial arrangement, the payday lenders 

absorb the risk of making individual small dollar loans to low income consumers, which have 

higher default rates and often require significant efforts to follow up on debt (Baradaran 2015; 

Rivlin 2010), while banks make money on the back end with relatively little effort.  

These symbiotic ties between banks and payday lenders provide a direct link between 

bank and payday lender revenue streams. Figure 2.4 provides a simplified illustration what 

banks’ revenue sources from the consumer credit market would look like first without, and then 

with, a relationship to payday lenders. Typically, sources of consumer credit revenue for a bank 

would include interest on personal loans and credit cards, as well as penalty fees for overdrafts, 

bounced checks, and declined ACH transfers (see, e.g., Servon 2017). Without an RCF or similar 

arrangement (see Panel 1), a bank’s profits from consumer credit are only tenuously connected 

payday lending. Revenue from a high-interest loan would only occur if a bank’s customer took 
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out a payday loan, had insufficient funds in their bank account when the loan came due, and was 

then charged an overdraft or bounced check fee from the bank. This is not a guaranteed revenue 

source for the bank; rather it provides a one-time source of revenue that only occurs if the bank’s 

customer has a payday loan cannot be repaid in full. As a result, a bank’s opportunities to profit 

from high interest lending without financing payday lenders are inconsistent and limited in 

scope. 

Figure 2.4. Conceptual Diagram of Bank-Side Revenue Dependence.  
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As shown in the second panel of Figure 2.4, once a bank arranges a credit facility with a 

payday lender, the bank directly earns profits from the payday lending market via fees and 

interest that the payday lender must pay quarterly and annually to maintain the RCF. Banks now 

have two potential sources of revenue from payday lending: one-time instances of bank overdraft 

fees stemming from insufficient funds as a result of a payday loan coming due and sustained, 

guaranteed fees and interest from longer-term credit agreements arranged directly with payday 

lending companies.  

The dollar value of these fees and interest can be substantial. One analysis by a consumer 

advocacy group estimated that in 2009, Wall Street lent $1.5 billion to publicly traded payday 

lenders, and an estimated $2.5 to 3 billion to the industry overall (Connor and Skomorovsky 

2010). Supporting just one payday lender can bring in millions of dollars in fees and interest. For 

instance, in the 2008 fiscal year, the value of Advance America’s RCF was $270 million, and the 

company paid $10 million in interest that year plus an additional $400,000 in commitment fees 

according their 10-K filed with the SEC. Their administrative agent, Bank of America, received 

the largest cut (Advance America 2009). Of course, for the banks that support multiple payday 

lending companies, the fees and interest aggregate up to a substantial revenue source for banks.  

Asymmetric Information Advantage. The second bank benefit centers on market 

information. In addition to financial covenants, commercial credit agreements typically require 

that the borrower comply with a list “affirmative covenants.” These include maintaining proper 

financial records of the company and all subsidiaries, providing the lending banks with detailed 

financial information at regular intervals and upon request, and/or permitting the lending banks 

to inspect properties.14 Because banks in this network also offer their own consumer credit 

                                                
14 See, e.g., Advance America 2004b:57-64 for a list of affirmative covenants.  
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services, these mundane requirements could provide unusual benefits to banks involved in this 

particular financial network because they provide proprietary information about other credit 

providers’ business strategies and conditions. 

As part of these covenants, information on all subsidiaries must be provided to the banks, 

and the banks involved in these arrangements have storefront inspection rights and the ability to 

request information as needed. As an example, Advance America (2004b:58) had to provide to 

the lenders a detailed, quarterly statement showing the revenue, expenses and operating income 

for each storefront. Other lenders had to provide to the banks similar quarterly statements about 

the revenues and expenses for all subsidiaries. Moreover, with reasonable notice, any bank 

lender could visit storefronts to inspect the books and talk with employees. EZ Corp’s 2004 

credit agreement provides an example of the standard language found across payday lenders’ 

credit agreements with banks:  

At any reasonable time and from time to time, the Borrower will permit, and will 
cause each Subsidiary to permit, representatives of the [Lead] Agent and each 
Lender to examine, copy, and make extracts from its books and records, to visit 
and inspect its properties, and to discuss its business, operations, and financial 
condition with its officers, employees, and independent certified public 
accountants. (2004:61) 

 
The above excerpt indicates that banks can easily obtain detailed business information 

that may inform their own strategies within the credit market. As a result of these covenants, 

banks that finance payday lenders have access to detailed, confidential information about the 

financial and business successes (and failures) of payday lender operations across the country, 

and this almost certainly includes information about the payday lender’s future plans for market 

expansion or contraction. Relative to banks not engaged in an RCF, receipt of this exclusive 

information may create an asymmetric information advantage for banks in terms of a) credit 
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products, which is discussed briefly in the next section, and b) geographic considerations 

relevant for their own branching, a topic that will be examined in Chapter Three.  

In some cases, banks also had direct control over payday lender growth. One year, the 

amendment to ACE’s existing credit agreement stated that (2002: 33, emphasis mine): 

“covenants [restrict] the Company from making, or agreeing or committing to make, any 

acquisition of stores, from entering into any additional lease agreements or opening any new 

stores …. without the Lenders’ prior written consent.” This means, for each acquisition that ACE 

wanted to make, the syndicates of banks needed to both receive information about the potential 

acquisitions and give permission, suggesting that they would be actively reviewing proposals. In 

other words, banks had a say in the growth strategy of a competitor. Other companies had 

covenants that permitted acquisitions without prior approval, but banks still had to be notified in 

advance of the acquisition (see, e.g., QC 2007:14), giving them advance information about 

payday lenders’ market expansions.   

In effect, these credit arrangements allow banks to play in the subprime end of the 

lending pool without actually getting their feet wet. Through RCFs, banks extract fees and 

interest that stem from a loan product they are unable to offer themselves and obtain information 

about credit market competitors, while payday lenders rely on this financing to support their 

business. Without these relationships, banks could not profit from high-interest lending, and 

payday lenders would be unable to meet their business needs. This dependence is what 

transforms this network tie from merely relational to symbiotic. And, because this dependence is 

the result of sustained financing between firms working within the same market, this 

arrangement can fundamentally change the credit market.   

 



 

 37 

C. Financial Symbiosis and the Changes to the Consumer Credit Market  

Financial symbiosis between banks and payday lenders likely changes the consumer 

credit market in many ways. In this section I draw once more on the financial documents filed by 

payday lenders to discuss how symbiosis fueled the growth of payday lenders within the 

consumer credit market. I also highlight two key areas that warrant future research: credit 

product development and political gains.  

Payday Lender Growth. Banks have subsidized the geographic expansion of the subprime 

lending industry over the past two decades. The publicly traded payday lenders in this analysis 

directly credit bank financing as enabling the acquisition and construction of payday lending 

storefronts across the country. Advance America’s origin story highlights the sheer scale of 

growth. In 1996, Advance America had no storefronts. That year, William Webster and George 

Johnson, the company’s founders, used personal connections to receive initial financing from 

NationsBank (now Bank of America), Wells Fargo, and Wachovia to start the business (Rivlin 

2010). In an interview with journalist and author Gary Rivlin (2010:120), Webster noted that 

with this financing, the company had an “‘infrastructure for five hundred stores before we even 

had one.’” In 2000, just four years later, Advance America owned and operated more than 1,300 

storefronts.  By 2012, the company had over 2,500 storefronts across the United States and led 

the industry as the largest payday lender in the U.S. This growth would not have happened 

without bank financing.15  

As seen in Figure 2.5, the payday lenders examined here significantly grew the 

geographic scope of their businesses between 2000 and 2013. Because the number of storefronts 

                                                
15 Though my analysis is kept at the firm-level, this example shows that personal connections 
have helped facilitate financial symbiosis. Future research on individual-level connections could 
illuminate the origins of these arrangements.  
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in 2000 vary significantly across companies, the figure shows indexed growth to better visualize 

change across companies. By 2007, all payday lenders had added between 1.5 and 3.5 times the 

number of storefronts they had in 2000. The negative growth that begins to occur around 2007 - 

2010, shown in Figure 2.5, is primarily due to state-level regulatory changes that forced many 

payday lenders to close their storefronts (e.g., a state-wide interest rate cap in Oregon effectively 

banned payday lenders from the state in 2007, see Chapter 4), rather than because of a lack of 

bank support (see, e.g., Advance America 2009:16 for a discussion of storefront closures). 

 

Figure 2.5. Indexed Growth for Company Storefronts, 2000 – 2013 (Index = 100).  

 

Notes: Growth is indexed to a starting point of 100 for each company in the year 2000.  
Actual storefront count for each company in year 2000: ACE= 1,072; Advance America= 1,348; 
Cash America= 463; Dollar Financial Group= 300; EZ Corp= 313; QC Financial Holdings = 
177. Sources: SEC 10-Ks and S-1s for each company.  
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In all but one case, the net growth in terms of actual storefront counts over time is 

substantial. Like Advance America, EZ Corp also saw a net increase of over 1,000 storefronts 

across the country between 2000 and 2012. Similarly, during their time as publicly traded 

companies, Cash America and ACE Cash Express had a net growth of over 500. Even QC 

Holdings – which had the most difficulties with its bank financing and closed stores in an effort 

to save costs – saw a net growth of 250 storefronts nationwide.16 By 2010 there were more 

payday lending storefronts in the US than McDonald’s and Starbucks combined (Skiba and 

Tobacman 2010), and bank financing of these large, multi-state payday lenders directly 

contributed to that growth.  

Impacts on Bank Products. In addition to facilitating the expansion of the industry, these 

financial relationships may also help explain banks’ inertia around developing small-dollar loan 

products for low income consumers. There has been a longstanding conversation among 

regulators and consumer advocacy groups about the need for more accessible, responsible small 

dollar lending from banks (Cowley and Flitter 2018). In issuing its guidance on deposit advance 

products, the OCC (2013: 24) wrote, “[t]he OCC encourages banks to develop new or innovative 

programs to effectively meet the need for small-dollar credit that do not exhibit the risks 

associated with deposit advance products and payday loans,” but there has been little effort over 

the past two decades to do so. This inertia holds despite a built-in regulatory feature encouraging 

such developments: the Community Reinvestment Act (CRA), established in 1977, requires that 

banks provide services and products to low income consumers within their service areas. Yet, 

                                                
16 Dollar Financial Group is an exception to the narrative of net positive growth. By 2013, its net 
growth of US storefronts was close to zero. However, the company was still thriving and 
expanding its services in other countries, notably the United Kingdom (see Dollar Financial 
Group 2010: 43-44).  
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CRA engagement rarely comes in the form of extending small dollar loans; rather banks 

typically tend to meet CRA requirements through mortgage lending and small business lending 

(Peterson 2003; Government Accountability Office 2018). Banks cite significant overhead costs 

for offering small dollar loans because, unlike a payday loan, any bank loan application must 

receive a full review (FDIC 2011). This is a legitimate concern, but arguably the profits 

stemming from credit agreements with high-interest, non-bank lenders also weaken incentives 

for banks to offer low-cost small-dollar loans themselves because they have already established a 

low-risk, high-reward way to profit from the high-interest lending business in a sustained 

manner.  

That said, if safety and soundness guidelines permitted it, some of the banks examined 

here would be willing to make small-dollar loans at higher interest rates. As discussed in the 

background section, US Bank and Wells Fargo’s early efforts to introduce deposit advance 

products were stymied by regulators. Recently, the OCC renewed their call for banks to engage 

directly in small-dollar loans with “reasonable pricing” (OCC 2018). With a new administration 

in office, the definition of “reasonable” was more relaxed: just four months after the OCC 

announcement, US Bank began offering a short-term loan product with an interest rate 

equivalent to a 70% APR – significantly higher than its other banking products – that the bank 

designed with guidance from regulators (Wack 2018b). Evidently, US Bank had not abandoned 

its interest in high-interest credit and was able to roll out this new product quickly. Moreover, it 

is possible that US Bank drew on market information it gained from its decades-long financial 

relationships with payday lenders as it developed this new product. Because financial symbiosis 

occurs between competitors within the same market, future research should consider how it may 

impact product development for one or both parties.  
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Political Gains. Future research should also consider other ways in which these financial 

partnerships benefit banks and payday lenders politically. These large payday lenders have been 

able devote substantial financial resources to lobbying (Baradaran 2015; Peterson 2007) in part 

because banks have subsidized their evolution from a handful of stores in a couple of states to a 

nation-wide industry with tens of thousands of storefronts across the country. Payday lenders’ 

lobbying efforts -  done via their in-house government affairs teams, industry trade associations, 

or a mix of both -  have focused on eliminating existing state-level interest rate caps and 

preventing new state- and federal-level constraints on high-interest credit (Peterson 2007; 

Rappeport 2018).  

Because they share a market, banks derive benefits from lobbying by payday lenders. 

First, banks that finance payday lenders have an opportunity to join them as political partners on 

certain issues, with joint lobbying around certain bills (e.g., in Ohio, banks and payday lenders 

jointly opposed an anti-predatory lending bill in 2001, see Rivlin 2010:140-141). At the same 

time, the relatively discreet nature of the bank-payday lender financial ties discussed here means 

that these banks can separate themselves from payday lenders in the political arena when needed. 

For instance, banks lobbied to have credit cards and overdraft fees excluded from the 2007 

Military Lending Act (MLA), which that placed a cap on the effective credit interest rates that 

could be charged to military servicemembers (see Chapter Four). In their comment letters, banks 

referred to the proposed MLA as the “Payday Law,” making a clear distinction between their 

services and those of payday lenders (see e.g., American Bankers Association 2007). Their 
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efforts largely succeeded; the law as implemented in 2007 was restricted to nonbank credit 

products (Budnitz 2007).17  

Finally, there may be an indirect political benefit for banks. Payday lenders have spent 

the past two decades chipping away at interest rate laws, creating a regulatory environment in 

which they can continue to offer products with APRs of 300% or higher. As Advance America 

(2004:3) notes in its prospectus, “[o]ur approach is to continue to work with policymakers and 

grass roots organizations to provide a predictable, favorable legislative environment for the 

payday cash advance services industry.” The normalization of high interest credit through 

legislative efforts may help make banks’ own, slightly cheaper products appear more reasonable 

in the eyes of regulators over time, perhaps exemplified by US Bank’s recent Simple Loan 

product. Financial partnerships between banks and payday lenders are intertwined with politics, 

and future research should take a closer look at when and how financial symbiosis translates to 

political gains.  

DISCUSSION AND CONCLUSION 

My introduction of financial symbiosis connects network relationships to market 

consequences. Specifically, I contend that the mutually beneficial, dependent, and sustained 

exchange of financial capital between two or more competitor firms operating within a shared 

market can reorient business incentives in ways that disrupt the broader marketplace.  

In this study of financial relationships between banks and payday lenders, I highlight the 

ways in which payday lenders’ business viability hinges on this financing, and the attractive 

opportunity it provides for banks to profit from high-interest lending in the face of regulatory 

                                                
17 In 2016, the law was revised to include credit card products offered by banks, but overdraft 
fees continue to be excluded (FDIC 2016).  
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constraints. The longitudinal nature of this research underscores that these ties are deep and long-

lasting, with the same banks appearing across multiple commercial credit arrangements over 

time. Arguably, these long-term relationships reorient incentives for banks and payday lenders, 

changing the contours of the consumer credit market in the US. Financial symbiosis has 

contributed directly to the rapid growth of payday lender storefronts, and has potentially 

disincentivized banks’ development of low-cost small dollar loan options. This examination 

offers a supply-side explanation for why payday lenders have become the new normal within the 

consumer credit industry. 

Importantly, these bank-lender relationships are not operating on the margins of the 

financial industry. Rather, payday lenders are deeply embedded within the financial system 

through financial arrangements with some of the largest banks in the United States, a detail that 

often goes unnoticed due to their labeling as “fringe” or “alternative” financial services. These 

ties have been established and reinforced over the past two decades. Indeed, these profitable 

networks ties have persisted despite regulators prohibiting more direct efforts by banks to form 

partnerships with payday lenders. Given that some of the banks financing payday lenders have 

been fined for a range of fraudulent, ethically-murky, and/or outright discriminatory consumer 

banking practices in recent years (see, e.g., Mui 2012; Wack 2018a), it is somewhat alarming 

that they have quietly become involved in supporting, and profiting from, the payday lending 

industry, which is itself exploitative (Baradaran 2015; Graves 2003).  

Financial Symbiosis as an Emerging Phenomenon 

As financial markets have become increasingly complex in terms of firm structures and 

relationships, it is important to understand how within-market networks can create barriers in 

access to the marketplace. Financial symbiosis appears to be an increasingly important type of 
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relationship among financial firms that share markets. For instance, though I present a case study 

of banks and payday lenders, banks finance of non-bank lenders of all types. Recently, a Wall 

Street Journal investigation found that mainstream banks are providing extensive financing to 

non-bank mortgage lenders and subprime auto lenders (Routegair, Enseign and Jones 2018). The 

Journal investigation signals that bank financing of non-bank lending products of all stripes has 

become a low-risk, high-reward investment opportunity for banks over the last two decades. 

Indeed, FDIC Chairwoman Jelena McWilliams (2018) noted that bank lending to nonbank 

finance companies increased almost six-fold in eight years, going from $56 billion in 2010 to 

$376 billion by the second quarter of 2018.  

By supporting (and profiting from) non-bank payday lending and mortgage companies, 

commercial banks that extend credit to consumers have become complicit in subprime lending 

through routine commercial lending arrangements. Current regulations around commercial 

lending do not have explicit rules about lending to non-bank competitors. Thus, even though 

regulators have sought to discourage banks’ more overt efforts to engage in the subprime credit 

markets, financing non-bank lenders provides a legal workaround by extending prime 

commercial loans to subprime competitors, potentially at the expense of consumers. Regulators 

should consider whether commercial loans to non-bank financial service providers is also unsafe 

and unsound lending behavior on the part of banks, especially given their hesitancy about the 

safety and soundness of more overt partnerships with payday lenders. Per McWilliams’ (2018) 

remarks, the FDIC is aware of bank exposure to nonbank financial companies but, to date, no 

concrete actions have been taken to regulate these financial relationships.   

Without adequate attention by regulators, these relationships the potential to upend other 

contemporary markets. With the rapid pace of technological advancement occurring within the 
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modern financial system, opportunities for symbiotic arrangements that reorient profits and 

restructure the market are more available than ever. For instance, fintech has seen the marriage 

of tech firms and financial firms in ways that might fit within the financial symbiosis framework. 

Relatedly, in the increasingly financialized economy, new forms of specialty financing have 

made their way to non-financial sectors. For example, litigation financing, in which a third party 

financier unaffiliated with a legal case provides upfront financing to plaintiffs and/or law firms in 

exchange for a cut of the recovery, has restructured which cases firms will take (Barrett 2017; 

Skiba and Xiao 2017), suggesting that symbiotic ties between litigation finance firms and law 

firms are having tangible impacts on which cases go to court.   

Network studies of finance are a rich way to understand complex financial systems, the 

relative positions of key actors, and the ego-centric motivations for exchanges. As presented in 

this study, the concept of financial symbiosis sheds light on relationships among competitors 

within the shared financial markets. It may also serve as useful tool for understanding firm 

relationships and market externalities shaped by third party financing companies in non-financial 

markets.  
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APPENDIX 2.A1. METHODOLOGICAL APPENDIX 
 

Data Sources 

My primary data come from archival financial documents available from the Securities 

and Exchange Commission (SEC). I examine documents from each publicly traded payday 

lender for their duration of their requirements to report to the SEC between 1996 and 2014. The 

SEC requires all publicly traded firms to “disclose meaningful financial and other information to 

the public” as part of its mission to protect investors. (see: 

https://www.sec.gov/Article/whatwedo.html). The SEC makes the financial records publicly 

available on the EDGAR Database (https://www.sec.gov/edgar.shtml), which permits archival 

searches of registrations, reports, and forms. Several required filings were used in this study: 

• S-1: Registration Statement. This is the initial registration of new securities (i.e. stocks) 

submitted by companies that are planning to go public.  

• 10-K: Annual Report. This is filed 60 – 90 days after the end of each fiscal year.  

• 10-Q: Quarterly Report. This is filed 40-45 days after the end of each fiscal quarter.  

• 8-K: Current Report. A Current Report can be filed at any time of the year to notify 

investors of events that may be important for them. This includes entry into or 

termination of “a material definitive agreement,” including changes to a company’s 

commercial credit agreement with a syndicate of banks.  

• Exhibits are also included with the above filings. Important for this research are the 

Exhibit 10 documents attached to the S-1, 10-K, 10-Q, or 8-K filings. Exhibit 10 filings 

pertain to material contracts, including the commercial credit agreements contracts 

between the companies and banks reviewed here.  
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Data Analysis 

Data analysis occurred in several phases. First, I systematically read each Registration 

Statement (S-1) and Annual Report (10-K) in chronological order by company. I started with the 

S-1 and then read through each Annual Report in order from earliest to latest. I also read all 

commercial credit agreements (Exhibit 10) in chronological order and their encompassing 10-Qs 

and 8-Ks, if applicable. After reading the within-company documents, I then read across 

companies’ filings to examine similarities and differences in language and content over time, 

especially for passages relating to business operations, finances, and anticipated business risks.  

Network Identification. As I read, I developed a longitudinal Company-Year dataset to 

generate the network of banks and payday lenders over time. Company corresponds to the 

payday lender in question and Year refers to the company fiscal year. I created a credit 

agreement variable that tracks when payday lender enters into or renewed a commercial credit 

agreement, as identified in the Exhibit 10s. Subsequent variables identify lead banks in the credit 

agreement and all lenders involved in the credit agreement by the order of their listing on the 

credit agreement. The dollar amount of the credit agreement was also recorded. This dataset also 

provides a record of the loan products offered by each payday lender in each year and 

operational notes about mergers and subsidiaries, based on information provided in the S-1s, 10-

Ks, 10-Qs, and 8-Ks. From these data, I generated annual edge lists that identify all payday 

lender – bank pairs in the network in a given year. These edge lists are then used to create the 

network visualizations (see Figures 2.2 and 2.3).  

Theme Identification. As I read within and across company documents, I inductively 

coded text excerpts that were relevant to the following questions: "Why do payday lenders need 

bank financing? What does this financing typically look like? Do companies differ in their 
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motivations? What happens if they lose financing?" Through multiple readings, I identified five 

broad thematic categories discussed in this paper: company operating details, storefront location 

preferences and strategies, the nature of bank-payday lender relationships, motivations for bank-

payday lender relationships, and regulatory concerns. The first two categories provide 

classifcations used to construct the figures presented in this paper. For example, “operating 

details” identified the total number of storefronts, new acquisitions, and shares of revenue from 

payday lending in each year, which were used to construct Figures 2.1 and Figure 2.5. The latter 

three categories drew out details about why payday lenders were entering into these agreements, 

how they used the funds, and the terms and risks associated with the bank financing, all of whch 

help identify payday lender and bank motivations for these relationships.  
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CHAPTER THREE. DO WALL STREET RELATIONSHIPS WITH PAYDAY LENDERS 
IMPACT BANKS’ MAIN STREET LOCATIONS?  

 
 

 
Access to mainstream financial institutions is critical for building wealth (Demirgüç-Kunt 

and Levine 2009), but there are significant socio-spatial inequalities in this access (Baradaran 

2015; Been et al. 2009). Notably, the rise of alternative financial service providers that charge 

high fees and interest has expanded the number of subprime options within many communities, 

potentially replacing traditional banking services with higher-cost alternatives that can restrict 

wealth-building (Baradaran 2015; Faber 2016; Rivlin 2010; Servon 2017; Squires and O’Connor 

1998). Payday lenders – which allow consumers to borrow against their next paycheck but 

charges outsized fees and interest rates on these small-dollar loans – are a prime example of a 

financial industry that is structured around profiting from subprime consumer credit. Each year 

12 million Americans use these expensive loans, often because they have few, or have already 

exhausted, mainstream banking alternatives (Lawrence and Ellihausen 2008; Lee and Kim 2017; 

Pew Charitable Trusts 2012).  

Empirical research has highlighted how household use of low-cost bank and high-cost 

payday loan services is tied to availability within communities. There are significant disparities 

in the spatial patterns of banks and payday lenders, with payday lenders typically clustering 

within lower-income communities and/or communities with higher shares of black and Hispanic 

households while banks are more likely to operate higher-income and predominately white 

communities (Burkey and Simkins 2004; Damar 2009; Gallmeyer and Roberts 2009; Leyshon 

and Thrift 1995; Negro, Visentin, and Swaminathan 2014). Joint analyses of bank and payday 

lender locations have underscored inequality in financial access, but research to date operates on 

the assumption that banks and payday lenders remain separate from one another. This is 
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potentially problematic. As shown in Chapter 2, some mainstream banks support the payday 

lending industry by providing longstanding commercial credit to payday lending companies (see 

also Connor and Skomarovsky 2010; Rivlin 2010). Bank support of the industry results in an 

exchange of monetary and informational resources that may introduce supply-side incentives that 

impact the locations of banks and payday lenders across communities.  

This paper contributes to the literature on the geography of consumer financial services 

by examining whether these macro-level financial relationships impact the distribution of bank 

branches relative to payday lender storefronts across local markets. I construct an original 

longitudinal geospatial dataset on bank branches, payday lender storefronts, their financial 

relationships, and the markets (zip codes) they serve in the Denver Metropolitan Statistical Area 

between 1998 and 2014. I first examine whether banks that finance payday lenders (“in-network” 

banks) are more likely open branches in markets where payday lenders operate than in areas 

without payday lenders. Then, I estimate a second set of models that compares the likelihoods of 

market entry between in-network banks to banks that do not finance payday lenders (“out-of-

network” banks). The first set of models shows that, net of other market characteristics, the 

presence of payday lenders modestly increases the probability of entry by in-network bank 

branches. The second set of models shows that the probability of entry into payday lending 

markets is similar for in-network and large out-of-network banks. This suggests that involvement 

in bank-payday lender relationships does not result in spatially distinct bank entry patterns at the 

zip code level. I conclude with a discussion of what these findings mean for consumer choice 

within local markets.  
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THE GEOGRAPHY OF CONSUMER FINANCIAL SERVICES  

 Place has long been an important context for economic exchange (Krugman 1998; Logan 

2012; Logan and Molotch 1987). One of the lessons of the organizational ecology literature is 

that the local environment informs the selection process of economic organizations moving into 

and exiting a space (Carroll and Hannan 2000; Freeman and Audia 2006; Hannan and Freeman 

1977; Lomi 1995). Not all spaces are equal in the eyes of financial institutions. Different 

geographies have inherently different risks and returns for financial products and services, which 

can result in distinct financial spaces defined by the presence of particular sets of institutions 

(French and Leyshon 2012; Leyshon et al. 2004; Pike and Pollard 2010).  

The significance of the local community context is well understood in the literature on 

access to financial services, which has incorporated spatial analyses to map and model the 

locations of banks and payday lenders relative to one another (e.g., Burkey and Simkins 2004; 

Damar 2009; Graves 2003; Fowler, Cover, and Kleit 2014; Negro et al. 2014; Simpson and 

Buckland 2016). In this research, banks are representative of mainstream financial institutions 

that provide “good” financial services in the normative sense, while payday lenders are fringe 

institutions defined by extractive and predatory services, and their spatial clustering is reflective 

of these characteristics.  

Geographic Clustering. Success within local markets is important for both banks and 

payday lenders because they offer a significant share of their consumer services through brick 

and mortar locations (Breitenstein and McGee 2015; Damar 2009; Hegerty 2016). Bank 

branches provide customer assistance with deposit banking, ATM services, and consumer credit 

services, such as credit cards, personal loans, and mortgages. A recent report from the Federal 

Deposit Insurance Corporation (FDIC), a banking regulator, notes that despite an increase in 
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online services, the per capita bank branch density remains high, suggesting that physical 

banking access continues to be important for serving customers (Breitenstein and McGee 2015). 

The density of pre-existing bank branches in the market influences where banks choose to 

operate new branches, with branches often clustered together (Lomi 1995). Banks are more 

likely to move into areas where competitors operate because the established banking presence 

provides legitimacy for new banks moving into the area (Carroll and Hannan 2000; Greve 2002; 

Haveman 1993; Lomi 1995).  

Though offering a very different set of services compared to banks,18 the payday lending 

industry similarly relies on brick-and-mortar locations. Three-quarters of payday loan borrowers 

take out their loans at a physical storefront (Pew Charitable Trusts 2012), and payday lenders 

recognize that strategic geographic location is important for business success (Rivlin 2010). Like 

banks, they tend to cluster near competitors (Damar 2009; Negro et al. 2014; Rivlin 2010) and 

seek out areas with high population density to draw in customers (Burkey and Simkins 2004). 

Relatedly, publicly traded payday lenders explicitly state in annual reports to shareholders that 

their market expansions strategies include seeking out areas with high retail density (see, e.g., 

Advance America 2004). 

Spatial Inequalities. Unequal access to financial services can have consequences for 

individual economic wellbeing. Spatial proximity can be interpreted as an indicator of access to 

financial services (Logan 2012; Squires and O’Connor 1998). Although not all individuals 

within an area will use them, proximity to alternative financial services and/or mainstream 

                                                
18 Payday lenders are non-bank financial institutions that offer short-term credit products at high 
interest rates. The fees and interest charged on these loans in Colorado, the state examined in this 
paper, came to an average annual percentage rate (APR) of 350% between 2001 and 2009 
(Colorado UCCC 2010). This is in contrast to 14-20% APR range that is typical for a bank credit 
card. 
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services like banks can have longer-term economic implications for both the community and 

individual households (Celerier and Matray 2018; Gallmeyer and Roberts 2009; Faber 2016; 

Friedline, Despard and West 2017; Goodstein and Rhine 2017; Squires and Kubrin 2004). For 

example, the density of alternative financial services is positively associated with the likelihood 

of using the services (Friedline and Kepple 2017) but is inversely correlated with financial health 

of families. Net of other factors, each additional alternative financial service provider per 1,000 

people is associated with an average two-percentage point decrease in the likelihood of affording 

monthly bills among households with incomes of $35,000 or lower (Friedline et al. 2017). 

Conversely, bank branch density is positively associated with use of bank services (Celerier and 

Matray 2018). In addition, having at least one bank branch in a community is associated with a 

decrease in the use of alternative financial services like payday loans (Goodstein and Rhine 

2017).  

Much of the spatial research on banks and payday lenders centers on this potential 

inequality in access. Joint examinations of bank and payday lender locations show find that 

physical locations differ depending on the underlying market, socioeconomic, and demographic 

characteristics (see, e.g., Simpson and Buckland 2016). Though banks and payday lenders both 

value some of the same market characteristics (e.g., population and competitor density), they 

target different communities in terms of socioeconomic and demographic characteristics (Burkey 

and Simkins 2004; Graves 2003). Over the past few decades, many banks have consolidated their 

businesses and sought out locations in higher-income areas (Avery et al. 1999; Leyshon and 

Thrift 1995; Negro et al. 2014), leaving gaps in access to local financial services in lower-

income areas. The latter communities, by contrast, have experienced a significant expansion of 

payday lenders and other alternative financial service providers, sometimes in response to bank 
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closures (Buckland and Simpson 2016; Faber 2016; Graves 2003). Payday lenders are also more 

likely to appear in neighborhoods with relatively high shares of non-white households (Burkey 

and Simkins 2004; Damar 2009), whereas banks are more likely to locate in predominately white 

neighborhoods (Graves 2003; Hegerty 2016). This leads to greater inequalities in access to 

financial services across neighborhoods (Baradaran 2015; Burkey and Simkins 2004; Gallmeyer 

and Roberts 2009; Leyshon et al. 2004; Simpson and Buckland 2016).  

Finally, although it is true that, on average, banks tend to locate in higher income 

communities and payday lenders tend to move into relatively low income areas, they continue to 

coexist in many geographic markets. Net of socioeconomic and demographic factors, the 

presence of payday lenders increases the likelihood of the number of banks in the market, and 

vice versa (Burkey and Simkins 2004; Damar 2009). The consumer implications for shared 

markets are largely positive: households within close proximity to a bank are more likely to have 

a bank account and less likely to use non-bank financial services, net of other socioeconomic and 

demographic characteristics (e.g., Goodstein and Rhine 2017; Friedline, Despard, and West 

2017).19  

Research on the geography of financial services highlights the socioeconomic and 

demographic characteristics that are associated with the spatial patterns of bank branches and 

payday lenders storefronts. However, this literature treats banks and payday lenders as 

independent of one another. This assumption of independence omits a key supply-side factor that 

may contribute to the spatial distribution of these services. As discussed in Chapter 2, the two 

                                                
19 Due to discretionary behavior across bank branches, the costs of banking through fees and 
minimum deposits can be higher in some communities, especially those of color (Faber and 
Friedline 2018). One implication is that even where banks and payday lenders coexist, the 
quality of the banking services may be lower than they would be in markets without overlap. 
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industries have significant, long-standing financial relationships wherein several mainstream 

banks have been financially supporting payday lenders for decades (see also Connor and 

Skomarovsky 2010; Rivlin 2010). With these relationships, bank and payday lender services 

should not be seen as separate but rather as a set of “linked ecologies,” forming an 

interdependent set of actors and spaces (Abbott 2005). This relational perspective underscores 

that banks and payday lenders do not operate in wholly distinct financial ecologies (cf. Leyshon 

et al. 2004), but rather share resources. Given that they also coexist within local markets, this 

may create interdependencies that can influence their positions within communities (Freeman 

and Audia 2006).  

BANK-PAYDAY LENDER RELATIONSHIPS & THE FINANCIAL ECOSYSTEM  

The financial relationships between banks and payday lenders create a sustained and 

mutually beneficial exchange of resources between two potential competitors within a market. 

Payday lenders rely on banks for needed capital, and banks are able to profit from, and receive 

information about, the high interest lending market. Much like symbiotic relationships between 

different species within an ecosystem (Solomon 2015), these financial ties create sustained 

dependence between banks and payday lenders. First, these financial relationships are long term. 

With very few exceptions, banks have renewed credit agreements with payday lending 

companies, and many of the same banks consistently financed payday lenders from the late 

1990s through the 2010s. Second, without these financial arrangements, banks would be 

restricted from profiting from the high-interest credit market, and payday lenders would have 

less liquidity to manage day-to-day operations and fund geographic expansion. On the bank side, 

these exchanges not only bring profits from a financial product that banks are prohibited from 
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offering,20 but also provide proprietary information about the payday lending market that could 

influence banks’ market decisions. In a typical contract, the payday lender must submit to the 

banks regular reports on earnings for each of its subsidiaries, and in some cases, each of its 

branches, as a condition of the commercial loan. The lending banks maintain regular contact with 

the payday lender and can request access to individual storefronts, their books, and lease 

agreements as needed.21  

Wall Street Relationships, Main Street Locations. It may seem counterintuitive to discuss 

corporate financing when examining household access to financial services, but a dependence on 

firm-to-firm exchanges of capital may alter how banks and payday lenders serve communities. 

Many of the banks financing payday lenders also offer their own consumer credit products (e.g. 

Bank of America, JPMorgan Chase, Wells Fargo, and US Bank), raising the question of whether 

financing subprime credit companies impacts the banks’ own branching strategies.  

At the very least, banks providing commercial credit to payday lenders receive more 

information about the industry’s development, corporate strategies, and market successes. For 

instance, in its agreement with a syndicate of banks, Advance America, a large national payday 

lending chain, had to provide a quarterly statement “showing the revenue, expenses and Branch 

Operating Income for each branch office” that it operated (2008:59). The banks that received this 

                                                
20 Banking regulators require banks to comply with “safe and sound” lending practices (see, e.g., 
FDIC 2005; OCC 2013), and high interest lending would be in violation of those practices. As 
non-bank institutions, payday lenders do not have to comply with these regulations and have 
constructed their business around charging high interest rates and fees (Baradaran 2015; Servon 
2017). Some states have capped interest rates on payday lenders, and there have been some 
federal efforts to limit the ways in which they target consumers, but payday lenders continue to 
operate storefronts in over thirty states across the country.  
21 These non-monetary conditions are referred to as covenants and are standard in the 
commercial credit agreements reviewed by the author (see, e.g., Advance America 2004; ACE 
Cash Express 2006; Dollar Financial Group 2008).  
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information quarterly included Wells Fargo, Bank of America, Wachovia, and US Bank, all of 

which also provide consumer credit services at branch locations around the country. Such 

proprietary information on where Advance America has had geographic success could provide 

these banks with an asymmetric information advantage. Banks are interested in opening in areas 

where they can generate profits and use knowledge about the local communities to help make 

location decisions (Berger and Dick 2007; Bird and Knopf 2015); this information from payday 

lenders may help them identify promising new locations.  

All else equal, then, we might expect that this asymmetric information will influence 

spatial patterns of these banks’ entries into local geographic markets (defined here as zip codes) 

if it provides useful details about the demand for and success of financial services, as reported by 

the payday lenders. If these banks perceive payday lending as complementary to their own 

services, banks may use this information to disproportionately open branches in markets where 

these payday lenders operate. Conversely, if the banks view payday lending as a low-end 

substitution for their own services, they may use this information to disproportionately avoid 

opening branches into these areas. The influence of this information on spatial outcomes may 

vary with socioeconomic and/or demographic characteristics of the markets. For instance, banks 

may have less internal information about changing market conditions and competition within 

markets with higher shares of black and/or Hispanic households because banks have historically 

underserved these areas (Baradaran 2015; Simpson and Buckland 2016). Proprietary information 

from payday lenders operating in these areas may be more valuable to banks than payday lender 

information about other markets where banks are more active. As such, asymmetric information 

could moderate the relationship between banks and key market characteristics like racial and 

ethnic composition if banks elect to make use of this information to systematically move into (or 
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avoid) underserved markets where these payday lenders operate relative to similarly underserved 

markets without payday lenders. 

To test whether these Wall Street relationships impact market outcomes, I examine the 

market entry patterns of banks financing payday lenders (referred to as “in-network” banks) and 

then compare them to entry patterns of banks not involved in payday lender financing (“out-of-

network” banks). Like other spatial studies of financial service locations, this study focuses on 

systematic associations between the locations of the two types of financial services providers and 

does not claim causality. Even so, examining spatial patterns of locations can provide insight into 

the availability and composition of financial services within communities (Faber 2016; Friedline 

et al 2017). In particular, examining organizational foundings – in this case, new bank branch 

locations – can highlight supply-side and demand-side factors that are associated with the spatial 

patterns of organizations across communities (see, e.g., Burkey and Simkins 2004; Faber 2016; 

Greve 2002; Lomi 1995). Importantly, assessing foundings permits consideration of the 

relationships between organizations in the local space (Carroll and Hannan 2000), which thus far 

have been omitted from spatial analyses of banks and payday lenders.  

At the market level, I ask two questions about whether, and how, financial ties to the 

payday lending industry contribute to systematic spatial patterning of bank branch openings. 

First, do in-network banks disproportionately move towards, or away from, markets with in-

network payday lenders, relative to markets with out-of-network payday lenders or markets with 

no payday lenders? If branching patterns are not systematically different across market types, it 

would suggest macro-level financial relationships between banks and payday lenders do not 

substantively impact spatial patterns above and beyond other market factors. If banks see payday 

lenders as offering complementary services and are making use of the information provided by 



 

 59 

payday lenders, market-level branching patterns would show a higher probability of in-network 

bank branches opening in markets that have in-network payday lenders, relative to other markets. 

Conversely, lower probabilities of in-network branch openings in these areas would support the 

idea of bank-payday lender substitution that is based in part on information from payday lenders.  

Second, are in-network bank branching choices systematically different from those of 

out-of-network banks? Banks that do not finance payday lenders do not have known 

relationships with these financial services, are not profiting from payday lending, and do not 

have asymmetric information from payday lenders about the market. Bank entry patterns may 

not differ between in-network and out-of-network banks if the information gained from payday 

lenders is not part of the spatial decisions of in-network banks. If entry patterns do not differ, this 

would suggest that the macro-level bank-payday lender relationships do not translate to 

significant on-the-ground changes in branch locations. 

In the data examined here, all in-network banks are part of holding companies that hold 

more than $1 billion in assets and have bank branches in multiple states (and/or countries). For 

the second question, comparing in-network banks to all out-of-network banks may confound 

network associations with differences in the spatial patterning of small and large banks across 

communities. Presence in particular geographic areas may depend in part upon bank resources; 

relative to small banks, large banks – including those that finance payday lenders – have 

economies of scale and deep pockets that influence their geographic scope and locations (Negro 

et al. 2014). My comparative analysis will account for differences in institutional size for out-of-

network banks by separately comparing in-network banks to similarly large out-of-network 

banks that have significant assets and a multistate presence and to small out-of-network banks 

that operate regionally.  
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DATA AND METHODS 

This study examines bank and payday lender activity in the larger Denver Metropolitan 

Statistical Area (MSA) between 1998 and 2014. The majority of bank branch openings within 

the US in recent decades have occurred within metropolitan areas (Breitenstein and McGee 

2015), and there is significant payday lender density in urban areas (Simpson and Buckland 

2016). Moreover, MSAs have heterogeneity in the number of bank branches and payday lender 

storefronts across local markets (defined as zip codes in this analysis), and over time.  

A Colorado MSA, in particular, provides a strong case study for several reasons. First, 

Colorado has a relatively robust payday lending market. A slightly higher percentage of 

Colorado consumers use payday lenders annually, 7% compared to the national average of 5.5% 

(Pew Charitable Trusts 2012). This is due in large part to the fact that Colorado has had 

relatively few payday lending regulations.22 From the late 1990s through 2010, payday lenders 

were able to expand their geographic scope and market small-dollar loan products with few 

limitations (Pew Charitable Trusts 2014). In 2010, legislation restricted payday lending and 

slowed the growth of new storefronts, but loopholes allowed payday lenders to work around to 

continue offering credit products (Douglas 2017). Second, banking has expanded relatively 

rapidly in Colorado (Breitenstein and McGee 2015) and in Denver; this ensures sufficient 

variation in bank branch openings during the time period of this study. Finally, Colorado is one 

of the few states that tracks the specific date that payday lender establishments opened, which is 

                                                
22 Regulations impact the number of payday storefronts within states (McKernan, Ratcliffe, and 
Kuehn 2013) . Some states have never, or no longer, allow payday lending (e.g., Georgia, New 
Hampshire), some introduced significant restrictions (e.g., Minnesota, Virginia ), and others like 
Colorado have had relatively relaxed laws or no laws (Pew Charitable Trusts 2014).  
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important to avoid bias in the results from left-censoring of the data.23 

Data 

I construct a dataset that combines longitudinal payday lender and bank branch 

geographic location data with longitudinal network data on their financial relationships and 

Census data on zip-code level socio-economic, demographic, and market characteristics.  

Bank Branch Locations. I use Federal Deposit Insurance Corporation (FDIC) annual data 

on bank branches, their geographic details, and total deposits by branch and institution, all of 

which is available through the Summary of Deposits tool (Federal Deposit Insurance Corporation 

2017).24 These data include the full universe of FDIC-insured bank branches operating in the 

Denver MSA between 1998 and 2014: 141 companies operating 1,012 branches. All bank 

branches in the analysis are full service branches, not kiosks, specialized offices, or ATMs. The 

FDIC provides both the street address and latitude/longitude coordinates for every branch. 

Payday Lender Storefront Locations. Because payday lenders are regulated by individual 

states, comprehensive geographic data on payday lender storefronts are not available at the 

federal level. To generate the dataset required for spatial analysis of lender locations in the 

Denver MSA, I contacted the Administrator of the Colorado Uniform Consumer Credit Code to 

obtain data on all licensed payday lenders in the state from 1998 to 2014. I use the full universe 

of licensed payday lenders within the Denver Metropolitan Statistical Area, which amounted to 

119 unique payday lending companies operating 515 storefront locations. Street addresses were 

transformed to latitude/longitude coordinates using Texas A&M University geocoding services.  

                                                
23 While many states track the license start date for payday lenders once a licensing law is 
passed, they do not necessarily retroactively track the date the storefront opened, making initial 
open dates unavailable (see Damar 2009 for a discussion).  
24 Banks, as defined here, offer consumer services and commercial lending. Credit unions, which 
are regulated separately, are not included in analysis.  
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Participation in Bank-Payday Lender Financing. I identify participation in commercial 

credit agreements between banks and payday lenders using archival financial documents 

available from the Securities and Exchange Commission (SEC). These data come from copies of 

the credit agreements filed by publicly traded payday lenders that detail their financial 

arrangements with banks. I create two categories for banks, namely in-network and out-of-

network banks, and two categories for payday lenders, namely in-network and out-of-network 

payday lenders. In-network banks have financed payday lenders via commercial credit 

agreements for some duration between 1998 and 2014, and in-network payday lenders have 

received that financing.25 Out-of-network companies do not have known financial ties. This 

classification is based on financing information provided by publicly traded payday lenders, and 

I may miss relationships between privately held payday lenders and banks; all else equal, this 

would downwardly bias my results. Given the highly fragmented nature of the payday lending 

market (Hecht 2014), most private payday lender operations are too small to require significant 

bank financing, and bias will likely be minimal. Sensitivity tests examining this potential bias are 

discussed following the main analyses.  

Census Data. This paper defines a local market as an area sharing a zip code. Compared 

to Census tracts, zip codes better approximate the estimated three to five mile circumference of a 

bank’s local market (Brevoort and Hannan 2006; Glancy 2015).26 I use data from the 2000 

                                                
25 State data identifies payday lenders as operating in the Denver MSA beginning in 1994, but in-
network banks did not begin financing payday lending companies operating in the area until 
1998. Supplemental analysis extending the time period to 1994 did not substantively change 
results.  
26 Sometimes local financial markets are defined as an entire MSA or non-MSA counties (e.g., 
Hannan 2006; Negro et al. 2014), but these are too large for considering bank entry patterns 
relative to payday lender presence. Within an MSA, there is significant socioeconomic, 
demographic, and financial service variation across zip codes that would be masked when using 
such a large unit of analysis.  
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decennial Census, available through the IPUMS database, to identify key socio-economic and 

demographic characteristics of all zip codes in the Denver MSA (Manson et al. 2017). I also use 

data from the Census of Businesses to identify the number of retail businesses operating within 

the zip code in 1999 to account for variation in retail density across markets. 

Dataset Construction. From these data, I construct a dataset that combines longitudinal 

spatial data on the locations of payday lenders and banks and the surrounding neighborhood 

characteristics with information on financial ties between banks and payday lenders. I start with 

separate bank and payday lender datasets. I first match the branch- and storefront-level data to 

company-level network data to identify which branches/storefronts are operated by in-network 

and out-of-network companies. Next, I spatially join the bank and payday lender datasets with 

the Census zip code dataset using the open-source QGIS mapping software to link the latitude-

longitude coordinates of branches and storefronts to their encompassing zip codes. Finally, I 

collapse the data from branch to market level to generate the final zip code-year dataset. This 

dataset includes, for each zip code, counts of bank and payday lender openings and closures, 

their network status, and total number of banks and payday lenders operating in each year, as 

well as the socioeconomic, demographic, and market characteristics.  

In the Denver MSA, there are 142 zip codes. I exclude four zip codes that are sparsely 

populated and have no retail establishments. The final analytic sample includes 138 zip codes 

and 2,208 zip code years. 

Empirical Strategy 

To understand whether financial ties between banks and lenders are systematically 

associated with spatial outcomes, I estimate a series of random effects linear probability models 

of bank entries using zip code-years as my unit of analysis, such that each zip code-year is a 
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local market “at risk” of experiencing a new bank entry in a given year, defined as a new 

opening of a bank branch.27 I have two stages of analysis. I first examine the probability of local 

markets experiencing in-network bank branch entries. I first consider this probability conditional 

on time-invariant socioeconomic and demographic and time-varying market banking 

characteristics.28 A second model adds the variables of interest (payday lender presence in the 

market). A third model interacts payday lender presence with a measure of the racial/ethnic 

composition of the market to see if results are sensitive to demographic characteristics of the 

market known to be associated with spatial patterns of bank branches (e.g., Burkey and Simkins 

2004; Graves 2003; Simpson and Buckland 2016). 

In the second stage of analysis, I jointly estimate a series of seemingly unrelated 

regression equations (SURE) to compare the likelihood of in-network bank entries to those of 

out-of-network bank entries. I use SURE models instead of multinomial logistic regressions 

because in-network and out-of-network bank entries are not mutually exclusive, but rather co-

occur in some zip code-years, and because errors are correlated across the equations. SURE 

models account for joint error in the modeling process and enables comparisons of coefficients 

across models with different dependent variables (Cameron and Trivedi 2010).  

Dependent Variables. For the first stage of analysis, I consider the likelihood of a local 

market experiencing an in-network bank branch opening. In the second stage of analysis, I 

compare the likelihood of having in-network branch openings to the likelihoods of having large, 

out-of-network bank branch openings and small, out-of-network bank branch openings. Large 

                                                
27 In supplemental models, I estimated logistic regressions, which have substantively similar 
predicted probabilities. 
28 Random effects models speak to within-zip code and between-zip code variation and allow for 
an evaluation of important time-invariant socioeconomic and demographic covariates included in 
the analysis.  
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out-of-network banks have $1 billion or more in total assets and are part of holding companies, 

matching the characteristics of the in-network banks. Small banks have less than $1 billion in 

assets and are not part of holding companies.  

Independent Variables of Interest. The independent variable of interest is a lagged three-

level categorical variable identifying the presence of payday lenders in the market by network 

type. The three categories are mutually exclusive: no payday lenders present in the zip code in 

the year prior (reference), only out-of-network payday lenders present, or in-network payday 

lenders present. The “in-network” classification serves as a broad indicator of payday lenders in 

the local market that are receiving corporate financing from banks. Because this analysis is done 

at the market-level, it does not identify direct ties between banks and payday lenders at the 

company level. By separating markets between payday lenders known to receive financing 

payday lenders not known to receive financing, I identify whether participation in this financing, 

broadly defined, is associated with bank branch foundings.  

Covariates. Covariates account for multiple market characteristics known to inform bank 

and payday lender entries into local markets (Hegerty 2016; Leyshon and Thrift 1995; Damar 

2009; Negro et al. 2014). I use 2000 Census zip code tabulation area data to include time 

invariant measures of the log total population, log median household income, share of 

households below the poverty line, and share of black and Hispanic households of each zip 

code.29 In these models, I also include a time-invariant measure of the number of retail 

                                                
29 In an analysis of market entries of check cashing outlets in New York City census tracts 
between 2006 and 2011, Faber (2016) finds that results are not sensitive to whether he uses the 
time invariant 2000 Census measures, 2006 measures from the American Community Survey 
(ACS), or linearly interpolated time-varying ACS measures between 2006 and 2011. 
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establishments per 10,000 people present within the zip code in 1999 to adjust for the initial 

level of retail business activity within the zip code.30 

Time-varying lagged measures of market concentration, pulled from the FDIC banking 

data, are included based on prior research showing how market saturation reduces new foundings 

(Greve 2002; Lomi 1995; Negro et al. 2014). Lagged measures are used to reduce endogeneity. I 

include one-year lags, but models are also robust to two- and three-year lags (see Appendix 

Table 3.A1). First, I account for local bank density dependence by using a lagged measure of the 

total number of banks per 10,000 people present in the zip code during the year prior. A relative 

measure of competition across local markets is accounted for by a lagged measure of each local 

market’s share of Denver banking deposits. I construct this variable by summarizing the total 

annual branch deposits for the overall MSA and for each zip code and dividing the MSA total by 

the total for each zip code. I also include a squared term of this measure to capture local market 

saturation.  

Models must also account for changing macroeconomic conditions. My analysis 

examines entries from 1999 to 2014 (lag measures begin in 1998). For this longitudinal analysis, 

I include four time controls to account for macroeconomic and regulatory conditions: 1) “early” 

bank entries that occur just after Colorado allowed interstate branching, defined as 1999 - 2002 

(reference); 2) stable market entries, defined as 2003 – 2007; 4) recession years, 2008 – 2010; 

and 4) late-entry, defined as 2011 – 2014.  

Spatial Lag Variables. Finally, given the documented evidence of geographic clustering 

of banks in prior research all models include a spatially lagged measure of the dependent 

                                                
30 Supplemental models also accounted variation in size of zip code (by accounting for the 
number of Census tracts within each market), and each zip code’s distance from Denver’s central 
Business District. The inclusion of these measures did not substantively change results.  
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variable. Spatial tests of the Denver banking data demonstrate positive spatial autocorrelation, 

which confirms moderate geographic clustering among bank branches in the Denver MSA 

during this time period (see Appendix Figure 3.A1 and Table 3.A2). Given this, all models 

include a spatially lagged measure of the dependent variable. I construct queen-contiguous 

weights that account for zip codes that share a boundary with one another (Anselin 2013; Chi 

and Zhu 2008). I then use the weights to generate spatial lags for the dependent variables, which 

account for bank openings in neighboring zip codes for each zip code in each year of the data 

(see Anselin, Le Gallo, and Jayet 2008 for a discussion of spatially weighting panel data).31 

Supplemental tests comparing spatially autocorrelated regressions to the panel models that 

include a spatial lag term as an explanatory variable show that the lag term is sufficient and 

produces substantively similar results (see Appendix Table 3.A2).  

RESULTS 

All six publicly traded payday lending companies -- ACE Cash Express, Advance 

America, Cash America, Dollar Financial Group, EZ Corp, and QC Holdings – with commercial 

credit agreements with banks operated storefronts in the Denver MSA at some point between 

1998 and 2014. Although these six lenders constitute only 5% of payday lending companies 

operating in Denver in the study period, they operate 39% of storefronts in the area. On the 

banking side, eight banks financing these lenders operated bank branches in the Denver MSA: 

Bank of America, Bank One, BBVA Compass, JPMorgan Chase, KeyBank, US Bank, 

Wachovia, and Wells Fargo. These eight banks accounted for about 42% of bank branches.  

                                                
31 In supplemental models, I include a spatial lag term for the independent variable of interest, 
presence of payday lenders. It is not significant and does not substantively change results. 
Similarly, in estimating a Spatial Durbin Model, in which all independent variables are spatially 
lagged (see Lee and Yu 2015), only the spatial lag of the dependent variable is significant. 
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Of the 138 zip codes in the analytic sample, 88 zip codes (64%) have at least one new 

bank branch open between 1999 and 2014, and 69 (50%) have payday lenders present in at least 

one year. Of the 2,208 zip code years, 596 (27%) have new bank branches open, and 867 have 

payday lenders present (39%).  

 

Table 3.1. Key Summary Statistics of Zip Codes in Denver MSA.  

    All Zip 
Codes 

No Payday 
Lenders 

Out-of-Network 
Payday Lenders 

Only 

In-Network 
Payday Lender 

Present 
Any Bank Entry (0 = No 
entries; 1 = Entry) 

0.27 0.13 0.50 0.49 

  In-Network Entry 0.12 0.06 0.22 0.22 
 Large Out-of-Network 0.15 0.07 0.25 0.27 
 Small Out-of-Network  0.10 0.06 0.22 0.15 
Number of Banks (All) 4.16 (5.40) 1.77 (3.53) 6.67 (4.91) 8.10 (5.86) 
  In-Network  1.59 (2.26) 0.66 (1.60) 2.08 (1.93) 3.25 (2.42)  
  Large Out-of-Network 1.65 (2.38) 0.70 (1.49) 2.68 (2.28) 3.23 (2.81) 
 Small Out-of-Network 0.91 (1.56) 0.42 (0.97) 1.90 (1.90) 1.61 (1.95) 
           
Log Total Population 8.85 (1.73) 7.99 (1.68) 10.12 (0.77) 10.08 (0.46) 
Log Median HH Income 10.83 (0.31) 10.88 (0.32) 10.80 (0.26) 10.68 (0.29) 
Share Below Poverty 0.08 0.07 0.09 0.10 
Share of Black & Hispanic 
Households 

0.17 0.10 0.23 0.27 

Retail Per Capita 35.42 
(35.27) 

37.42 
(37.96) 

41.61 (38.08) 55.54 (68.37) 

Banks Per Capita (lag)  2.40 (6.19) 1.50 (2.71) 2.50 (1.84) 4.06 (10.02) 

Zip Share of Market 
Deposits (lag)  

0.04  0.02  0.07  0.08  

N (zip code-years) 2208 1341 157 710 
Notes: Means (and Standard Deviation) and Proportions. Zip code categories (columns 3-5) are mutually 
exclusive market categories.  
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Table 3.1 provides the summary statistics of key variables for the overall sample and by 

payday lender presence in the market. Bank entries occur in all zip code types. The smallest 

shares of bank entries for all bank types (in-network, out-of-network large, and out-of-network 

small banks), and the smallest average number of each type of bank, occur in zip codes without 

payday lenders. Put differently, most local markets in Denver have both banks and payday 

lenders. The markets that have payday lenders are also more robust in terms of retail activity, 

total banks, and shares of bank deposits within the MSA, which are all important considerations 

for bank branching strategies (Carroll and Hannan 2000; Greve 2002).  

Turning to socioeconomic and demographic characteristics, markets without payday 

lenders for one or more years had lower total population levels, lower shares of black and 

Hispanic households, and fewer retail establishments, on average. Markets with out-of-network 

payday lenders and those with in-network payday lenders have similar sociodemographic 

attributes. These descriptive statistics align with prior research in a few ways. First, markets with 

payday lenders have higher shares of black and Hispanic households, on average, supporting 

findings of a prior Denver MSA analysis done by Gallmeyer and Roberts (2009). Second, 

population density is also higher, and the log median household income is lower in these markets 

compared to zip codes without payday lenders (see, e.g., Burkey and Simkins 2004; Gallmeyer 

and Roberts 2009; Prager 2014). Finally, the co-presence of banks and payday lenders within  

markets at least descriptively supports findings that these institutions can and do operate in 

shared markets (Burkey and Simkins 2004; Damar 2009).  

To better understand the geographic clustering of banks and payday lenders, Figure 3.1 

maps the locations of in-network payday lenders across zip codes in the central portion of the 

Denver MSA in 2006 and the bank branches that opened the following year. Figure 3.1 shows, 



  

 

Fi
gu

re
 3

.1
. B

an
k 

En
tri

es
 in

 2
00

7 
R

el
at

iv
e 

to
 In

-N
et

w
or

k 
Pa

yd
ay

 L
en

de
r L

oc
at

io
ns

 in
 2

00
6,

 a
cr

os
s 

Zi
p 

C
od

es
.  

                           
 

 N
ot

es
: P

ol
yg

on
s 

re
pr

es
en

t z
ip

 c
od

es
. N

o 
di

st
in

ct
io

ns
 a

re
 m

ad
e 

be
tw

ee
n 

la
rg

e 
ou

t-o
f-

ne
tw

or
k 

ba
nk

s 
an

d 
sm

al
l o

ut
-o

f-
ne

tw
or

k 
ba

nk
s 

in
 

th
is

 il
lu

st
ra

tio
n.

 

C
B

D
 

70 
 



 

 71 

first, significant numbers of payday lenders but few bank entries, especially in-network bank 

entries, in areas near the center of Denver that have high shares of black and Hispanic 

households (share > .4). Second, the spatial clustering of payday lenders and bank entries 

generally occurs in zip codes in close proximity to central Denver. In the predominately white 

suburbs of Denver, some bank branches do open but there are few, if any, in-network payday 

lenders. Broadly, the map suggests an overlap of bank entries and payday lender locations within 

the MSA, but cannot differentiate spatial clustering because of market characteristics or that 

from in-network ties. To assess this, I turn to results from spatial random effects regressions.  

In-Network Bank Entries and Payday Lender Presence 

I first estimate a model of a market’s likelihood of an in-network bank branch entry 

conditional on socioeconomic, demographic, and market competition characteristics (Table 3.2, 

Model 1). The socioeconomic and demographic characteristics largely move in the directions 

expected: population density and (log) median household income are positively associated with 

bank entries. For every one percentage point increase in median household income, the 

probability of entry increases by ten percentage points (p < .001),whereas an increase in the 

share of households below poverty decreases the likelihood of entry, although the effect is small 

(p > .05). The coefficient for share of black and Hispanics is marginally positive, although 

supplemental analysis shows that this variable is negative if median household income is omitted 

from the model. Retail stores per capita and the lagged number of banks per capita are not 

significantly associated with bank branch entry, but the proxies of local market competition and 

saturation – market share and its squared term – are significant as expected.  

 

 



 

 72 

Table 3.2. Predicted Likelihoods of a Local Market Having an In-Network Bank Branch 
Opening. 

 
N = 2,208 zip code-years, 138 zip codes for all models. * = p <.05; ** = p < .01; *** = p < .001.  
 

 

 

  Model 1 Model 2 Model 3 
  Coef.  SE Coef. SE Coef.  SE 

Market Characteristics       
 Log Total Population  0.03*** (0.01) 0.02*** (0.01) 0.03*** (0.01) 
 Log Median Household 

Income 
0.10** (0.04) 0.14** (0.04) 0.14** (0.04) 

 Share Below Poverty -0.01 (0.20) 0.07 (0.18) 0.11 (0.18) 
 Share Black Hispanic 0.02 (0.06) -0.03 (0.06) 0.01 (0.04) 
 Retail Per Capita  0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 
 Market Share of Deposits 

(lag) 
6.70*** (1.14) 5.52*** (1.17) 5.44*** (1.63) 

 Squared Share of Deposits 
(lag) 

-30.06*** (6.53) -
26.56*** 

(6.54) -
25.96*** 

(6.31) 

 Banks Per Capita (lag) 0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 
Payday Lender Presence in Zip       

 No Payday Lenders 
(reference)  

-- -- -- -- -- -- 

 Out-of-Network Payday 
Lenders  

-- -- 0.07* (0.03) 0.03 (0.05) 

 In-Network Payday Lenders 
Present  

-- -- 0.08** (0.03) 0.11** (0.04) 

Payday Lender Presence 
Interactions 

      

 Out-Network Payday 
Lenders X Share 
Black/Hispanic 
 

-- -- -- -- 0.16 (0.10) 

 In-Network Payday Lenders 
X Share Black/Hispanic 

-- -- -- -- -0.13 (0.08) 

        
 Year Dummies  Y Y Y Y Y Y 
 Spatial Lag of Dependent 

Variable  
0.31*** (0.05) 0.32*** (0.05) 0.32*** (0.05) 

Wald Test for Added Parameters 
(df) 

480.49*** (12) 11.31** (2) 6.74* (2) 
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Market share is positive and its squared term is negative, suggesting that as markets 

become saturated, the probability of new branch openings decreases. All else equal, the predicted 

probability of having a bank entry in a given year is seven percentage points for markets at the 

10th percentile in terms of market share of deposits, net of other factors, while that nearly triples 

to 20 percentage points for markets at the 90th percentile. Notably, the inclusion of the spatially 

lagged term for the dependent variable is also significant; bank entries in neighboring markets 

are positively associated with bank entries in the market of interest, indicating that in-network 

bank branch entries are geographically clustered. 

In Model 2, I include the variable of interest: presence of payday lenders in the local 

market in the year prior. Net of other market characteristics, the presence of payday lenders in a 

market is positively associated with the probability of in-network bank entries. On average, zip 

codes without any payday lenders have a nine percent chance of a new in-network bank branch 

opening, while those with in-network payday lenders have a 17% chance of a new opening. 

There is effectively no difference in the likelihoods of entries when comparing markets with out-

of-network payday lenders only and those with in-network payday lenders. A Wald test of added 

parameters confirms that the inclusion of the payday measures does improve model fit.  

This positive association between payday lender presence and the likelihood of in-

network bank entries suggests that, on average, in-network banks may view payday lenders as 

complements, or at least do not see sharing a market as a disadvantage. However, the lack of 

difference between markets with out-of-network payday lenders and in-network payday lenders 

weakens the argument relationships to in-network payday lenders are driving this association.  

In Model 3, I interact the share of black and Hispanic households with payday lender 

presence to examine whether the association with payday lender presence varies with market 



 

 74 

demographics. Table 3.2 reports the coefficients and Figure 3.2 presents the predicted 

probabilities of bank entry by market type at representative shares of black and Hispanic 

households. The interaction terms move in different directions for markets with out-of-network 

payday lenders and those with in-network payday lenders, although they are imprecisely 

estimated and not significant at conventional levels. As the share of black and Hispanic 

households increases, there is a 1% decline in the probability of in-network banks moving into a 

market with in-network payday lenders, with all other covariates as observed. The probability of 

moving into a market with out-of-network payday lenders increases by 2%. This offers weak 

support for the idea that the relationship between bank entries and market demographics is 

moderated by the presence of in-network payday lenders, all else equal.32  

Figure 3.2. Predicted Probabilities of In-Network Bank Openings, at Representative Shares of 
Black and Hispanic Households. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
N = 2,208 zip code years; shaded regions represent 95% confidence intervals.  

                                                
32 Interacting payday lender presence with median household income shows similar results: in-
network bank entries are slightly less likely to occur in low income areas if in-network payday 
lenders are present, providing weak support for substitution.  



 

 75 

Do In-Network Bank Entries Differ from Out-of-Network Bank Entries? 

In the next stage of analysis, I estimate random effects SURE models to jointly estimate 

the likelihoods of markets having in-network and out-of-network bank entries. Table 3.3 

provides results from the full models, with Wald tests indicting whether the inclusion of the 

payday lender presence variables improves model fit.  

 

Table 3.3. Predicted Likelihoods of a Local Market Having In-Network and Out-of-Network 
Bank Branch Openings. 
 

    
Model 4: In-Network 

Bank Entries 

Model 5: Out-of-
Network, Large Bank 

Entries 

Model 6: Out-of-
Network, Small Bank 

Entries 
    Coef. SE Coef. SE Coef. SE 
Market Characteristics             
  Log Total Population  0.03*** (0.01) 0.03*** (0.01) 0.03*** (0.01) 

  
Log Median Household 
Income -0.02** (0.01) -0.02** (0.01) -0.02** (0.01) 

  Share Below Poverty -0.44** (0.16) -0.37* (0.17) -0.22 (0.18) 
  Share Black Hispanic -0.07 (0.07) -0.03 (0.07) 0.04 (0.07) 
  Retail Per Capita  0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 

  
Market Share of Deposits 
(lag) 3.99*** (1.20) 7.95*** (1.27) 4.79*** (1.24) 

  
Squared Market Share of 
Deposits (lag) -15.51** (6.00) -20.23*** (6.31) -1.04 (5.95) 

  Banks Per Capita (lag) 0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 
Payday Lender Presence              
  No Payday Lenders (ref.)  -- -- -- -- -- -- 

  
Out-of-Network  
Payday Lenders Only 0.06* (0.03) 0.02 (0.03) 0.02 (0.03) 

  
In-Network  
Payday Lenders  0.07** (0.02) 0.02 (0.02) -0.05* (0.02) 

                
  Year Dummies Y Y Y Y Y Y 

  
Spatial Lag of Dependent 
Variable  0.30*** (0.05) 0.08 (0.05) 0.03 (0.05) 

Wald Test for Added 
Parameters (df) 9.82**(2) 1.04 (2) 7.97* (2) 

 
N = 2,208 zip code-years, 138 zip codes for all models. * = p <.05; ** = p < .01; *** = p < .001. 
Wald Tests represent inclusion of payday lender presence variables. Models jointly estimated.  
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Model 4 in Table 3.3 presents results for the probability of an in-network bank entry. 

Coefficients change slightly from Model 2 in Table 3.2; this is due to the joint estimation with 

out-of-network bank entries. In this model, the probability of a market experiencing an in-

network bank entry increases by about six to seven percentage points if a payday lender is 

present, net of other market characteristics. Again, there is no substantive difference in the 

increase in the likelihood of an in-network bank entry across markets with in-network and out-

of-network payday lenders.  

Model 5 shows no difference in the likelihood that a market experiences a large, out-of-

network bank entry across markets with and without payday lenders. The probability is just two 

percentage points higher if payday lenders are in the market, and this increase is not significant 

relative to markets without payday lenders. The impacts of the socioeconomic and demographic 

factors and market characteristics are similar to those of in-network banks.  

In contrast to large banks, the presence of in-network payday lenders reduces the 

probability of entry by a small, out-of-network bank by about 5 percentage points, all else equal 

(Model 6), The likelihoods of entry remain the same if a market either has no payday lenders or 

out-of-network payday lenders only. This is especially striking given that the other 

socioeconomic and demographic variables remain largely consistent with large bank entries.  

Importantly, although the presence of payday lenders is associated with a significant 

increase in the likelihood of entry by in-network banks and this is not the case for out-of-network 

large banks, the jointly estimated models also show that the magnitudes are not so different. 

Figure 3.3 shows the predicted probabilities for bank entries across markets with and without 

payday lenders. This figure illustrates that the predicted probability is significantly higher for in-
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network banks if the market has in-network payday lenders compared to markets without payday 

lenders (p < .05). Yet, across market types, the predicted probabilities for in-network banks and 

large, out-of-network banks are similar. Differences in predicted probabilities do emerge 

between large and small banks, suggesting that this is a key factor in market entries, rather than 

network associations. Small banks are the least likely to enter markets that have in-network 

payday lenders.  

 

Figure 3.3. Predicted Probabilities of Market Entries by Bank Network Status and Size. 

 
N = 2,208 zip code-years. Error bars represent 95% confidence intervals. All in-network banks 
are large banks (> $1 billion in assets).   
 
  

Finally, to examine whether payday lender presence moderates the relationship between 

market demographics and bank entries differently for in-network banks, I predict the probability 

of entry across changing shares of black and Hispanic households, as shown in Figure 3.4. Figure 

3.4 is based on SURE models that include an interaction term between payday lender presence 

and share of black and Hispanic households (full model results not shown). This figure shows, 
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again, few differences between the predicted probabilities of entry between in-network banks 

and large, out-of-network banks. Taken together, the results of the SURE models suggest that 

likelihoods of entry into markets with and without payday lenders may be more associated with 

institution size than they are with financial relationships with payday lenders. 

 

Figure 3.4. Predicted Probabilities of Large Bank Entries into Zip Codes with In-Network 
Payday Lenders, by Bank Type. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
N = 2,208 zip code years; shaded regions represent 95% confidence intervals. All in-network 
banks are large banks (> $1 billion in assets).  

 

Sensitivity Tests 

Model Selection. Linear probability models do not account for the over-dispersion of zip 

code-years without a bank entry. Bank entries are relatively rare events in the data and, normally, 

a non-linear negative binomial regression would be used to account for rare events. However, 
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methods for assessing spatial autocorrelation, such as the inclusion of spatial lag terms, have 

been developed for linear models, and may introduce a mechanical error in a count model like 

negative binomial regression (Burkey and Simkins 2004; Clifford 2018). As shown in Appendix 

Figure 3.A1, the significant Moran’s I values underscore the importance of accounting for spatial 

clustering. As a robustness check for model specification, I test whether results vary significantly 

when a count model is used by estimating negative binomial regressions without spatial terms, as 

shown in Appendix Table 3.A3. Patterns in these supplemental models are largely similar to the 

main models; the presence of in-network payday lenders increases the count of in-network banks 

(p < .05), but the magnitude of the coefficient is not substantively different from that of large, 

out-of-network banks. The magnitudes of the payday lender coefficients are smaller and less 

precisely estimated for small banks.  

In-Network Classification. This analysis relies on financing information from publicly 

traded payday lenders. Full financial information is not available for privately held companies, 

which do not have to report financial details to the Securities and Exchange Commission. The 

potential for bias is minimal, because most payday lenders are single or small-n storefront 

operations (Hecht 2014). If they did have financing from a bank or banks, the monetary value 

would be quite limited due to the small scale of the business, and these relationships would likely 

not feature heavily in bank decision-making regarding branch founding.  

Nevertheless, there remains a possibility of underestimating the differences between in-

network and out-of-network banks if financial ties for large, privately-held payday lending 

companies are not recognized. One private payday lender has a multi-state presence, operates in 

the Denver MSA during the time period examined here, and has at least some financial ties to 
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banks (Check Into Cash).33 This payday lender could be misspecified as out-of-network in my 

analysis. In supplemental analysis, I recategorize it as in-network alongside the verified in-

network payday lenders and re-estimate models. These supplemental models produce no 

significant differences compared to the main models presented here (not shown).  

Central Network Actors. Finally, these analyses examine aggregate in-network/out-of-

network categories of banks and do not assess whether particular banks in the in-network group 

are driving results. For instance, Wells Fargo and US Bank are the most connected to payday 

lenders, each financing four to five of the six publicly traded payday lenders during this time, 

while other in-network banks finance one to three lenders each year (see Chapter 2). Moreover, 

these two banks offered “deposit advance” products in the early 2000s that operated much like a 

payday loan, while other in-network banks did not (FDIC 2013; OCC 2013). As such, Wells 

Fargo and US Bank could be more likely to use the information they receive from the payday 

lenders they are financing as a means to improve the revenues for their payday-like product. In a 

supplemental analysis, I estimate a regression for the likelihoods of entries by either a Wells 

Fargo or US Bank branch relative to all other in-network entries. The results show no substantive 

differences in the likelihoods; the presence of payday lenders does not increase the likelihood of 

an entry by Wells Fargo or US Bank more than that of the other in-network banks.  

DISCUSSION AND CONCLUSION 

This paper examined whether financial relationships between banks and payday lenders 

is associated with patterns of bank branch entries within local markets. Whereas prior literature 

                                                
33 Information on these privately-held companies is limited, but one consumer advocacy group 
noted that Check Into Cash had financial connections to Wells Fargo and JPMorgan Chase in 
2009, and an IPO in the late-1990s (which the company later decided to not issue) shows 
financing from NationsBank, now Bank of America (Check Into Cash 1998; Connor and 
Skomarovsky 2010).  
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considers the market entries by banks and payday lenders as activities of separate, independent 

actors (e.g., Burkey and Simkins 2004; Damar 2009; Fowler et al. 2014; Negro et al. 2014; 

Simpson and Buckland 2016), banks and payday lenders have long-term financial relationships 

and “linked ecologies” (Abbott 2005). I theorize that meso-level spatial patterns within markets 

may be connected to these macro-level relationships.  

The implications of bank-payday networks for the consumer credit marketplace are 

complex. At the macro-level, bank financing of the subprime payday lending industry has 

facilitated the growth of payday lending, contributing to its dominance within the US small-

dollar credit market and deepening unequal access to consumer credit. Moreover, it has provided 

a means for banks to profit indirectly from the high-interest lending industry, evading 

regulations.  

At the meso-level, this examination of market entries by banks that finance payday 

lenders shows that these banks are more likely to move into markets where payday lenders 

operate. This is true after adjusting for other important market characteristics, like bank 

competition and saturation within the market. However, two findings weaken support for the 

theory that entries are influenced by their relationships with payday lenders: first, there is 

virtually no difference in in-network banks’ likelihood of entering markets by payday lender 

type. On average, in-network banks are as likely to enter markets with out-of-network payday 

lenders as with in-network payday lenders. In-network banks are marginally less likely to move 

into markets with in-network payday lenders as the share of black and Hispanic households 

increases, compared to markets with out-of-network payday lenders, but differences remain 

small (see Figure 3.2). Second, analyses that compare in-network banks entries to out-of-network 
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bank entries show that this propensity to move into markets with payday lenders is likely a 

function of bank size rather than financial relationships. When comparing in-network banks to 

large, out-of-network banks, their likelihoods of entry are substantively similar across market 

types. It is small, out-of-network banks whose entries differ; these banks are less likely to open 

branches in markets served by in-network payday lenders (see Figure 4). Supplemental analyses 

show little deviation from these results. In sum, even if the spatial choices of in-network banks 

are influenced by their relationships with payday lenders, it does not result in distinctive entry 

patterns relative to other large banks.  

Taken together, the analyses produce null results for the theory that network participation 

influences spatial patterning of bank branches, at least at the zip code level. It is possible that the 

null findings are due to measurement error. First, because this is a market-level analysis, models 

cannot incorporate company-level characteristics, including direct network ties between each 

bank and each payday lender. This remains an analysis of the aggregate, indirect impact of 

market relationships on branching, rather than an examination of the direct effects of network 

ties. A company-level analysis of branch entries into markets may show direct associations that 

are hidden when approximating relationships via participation in the network.  

Second, it is possible that relationships with payday lenders may impact sorting within 

zip codes, rather than across zip codes. Although a zip code is the appropriate geographic unit for 

estimating a bank’s market boundaries within an urban area (Brevoort and Hannan 2006; Glancy 

2015), it may produce noisy estimates of the role of bank-payday lender relational ties in spatial 

outcomes, especially if banks are receiving specific information about the successes (or failures) 

of individual payday lender storefront locations in particular neighborhoods within the market. 

Analysis incorporating a smaller geographic unit of analysis, such as a Census tract, may 
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produce different results. If in-network bank entries are more or less likely to occur in 

neighborhoods (tracts) where in-network payday lenders operate, but models are estimated at the 

market (zip code) level, the null findings could be a result of an ecological fallacy within the 

model in which the geographic unit for the variable of interest is misspecified (see Chi and Zhu 

2008). A multi-level geographic analysis that considers both tract-level and zip-level processes 

could parse out whether the estimates produced here are masking variation at a smaller 

geographic level.  

Finally, my analysis is restricted to the Denver market and findings may not be 

generalizable to other urban areas, nor can they speak to spatial patterns of banks and payday 

lenders in more rural areas.  

Mainstream vs Fringe: A False Dichotomy? 

Although the financial associations between banks and payday lenders do not appear to 

systematically impact bank branching patterns at the market level, the finding that market entries 

between large banks (including in-network banks) and small banks differ makes an important 

contribution the literature. By considering both financial relationships and institution size, my 

analysis underscores that the traditional dichotomy of “mainstream” versus “fringe” financial 

services is overly simplistic.  

Shared Markets. This paper confirms prior work that banks and payday lenders often 

share markets, but also shows that the propensity to do so is driven in part by the size of the 

banking institution. Large banks and payday lenders do not displace one another as much as they 

coexist. Though the exact mechanisms remain unknown, smaller banks are less likely to be 

found in markets with in-network payday lenders.  
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It is unclear how this might impact consumers. On the one hand, the presence of banks in 

a market is associated with increased banking use by households, even when alternative financial 

services are present (Friedline, Despard, and West 2017; Goodstein and Rhine 2017). On the 

other hand, research has shown that large banks are more likely to charge higher fees on basic 

products and overdrafts (FDIC 2008), and smaller banks charge higher fees to consumers when 

operating in markets dominated by large banks (Hannan 2006). Thus shared markets that 

predominately have large banks operating alongside payday lenders could be more costly for 

consumers in these markets. More research is needed to understand whether and how the costs 

and the quality of banking services differ in shared markets.  

Shared Products? In November 2018, Colorado voters passed a ballot measure that will 

significantly restrict payday lenders’ ability to offer credit products within the state (Svaldi and 

Rubino 2018). This law does not apply to credit products issued by banks. 34 Coexistence may 

provide banks the upper hand following this change. For example, US Bank, which has financed 

payday lenders for decades, recently began offering a new product called “Simple Loan,” which 

operates much like a payday loan (Wack 2018b). The fees and interest are equivalent to an 

annualized percentage rate of about 70%, compared to payday lenders’ typical APR of 300%. 

Thus, one could anticipate that, as payday lenders close in the Denver area due to restrictive 

regulations, similar bank products like US Bank’s Simple Loan could become increasingly 

profitable, serving as substitutes for payday loans as payday lenders are regulated out of the 

market. In the data used for this analysis, at the end of 2014, 70% of US Bank branches were in 

                                                
34 Confirmed by personal correspondence with Colorado’s Uniform Consumer Credit Code 
Consumer Protection Section on November 13, 2018.  
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markets where payday lenders were operating, suggesting they are well-positioned to benefit 

from payday lending restrictions.  

Future research examining the availability of bank and non-bank financial services within 

communities should move beyond a mainstream vs. fringe approach. Shared marketplaces and 

interdependencies across firms contribute to a complex and nuanced socio-spatial story. 

Moreover, financial service composition should not be the only metric to assess whether Wall 

Street relationships matter for Main Street. Over the past two decades, in-network banks have 

had a built-in opportunity to collect extensive information on payday lending strategies, 

products, and market activity. US Bank’s new payday-like loan product underscores the need to 

study financial networks between banks and payday lenders in tandem with spatial choices in 

local markets and company product development. Whether market relationships between US 

Bank and payday lenders influenced the development of this US Bank product remains an open 

question. Research that jointly considers firm-level relationships, linked geographies of credit 

services, and development of consumer credit products could provide regulators and 

policymakers with insights to help improve consumer choices and protections.  
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Figure 3.A1. Global Moran’s I Values for Bank Branches, by Network Status and Year.  
 

 
 
Note: Out-of-Network combines large and small banks. Moran’s I ranges from -1 to 1 with 
positive values indicating systematic clustering and negative values indicating systematic 
dispersion. If branches were randomly distributed across the Denver MSA, Moran’s I would be 
equal to 0. In the above figure, Moran’s I is positive and significant (p < .05) for both in- and 
out-of-network bank branches, rejecting the null hypothesis of random spatial distribution.  
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Table 3.A1. Sensitivity Test for Lagged Measures. 

  One Year Lag Two Year Lag Three Year Lag  
  Coeff. SE Coeff. SE Coeff. SE 
Market Characteristics       
 Log Total Population 0.02*** (0.01) 0.02** (0.01) 0.02** (0.01) 
 Log Median Household 

Income 
0.14** (0.04) 0.12** (0.04) 0.12** (0.04) 

 Share Below Poverty 0.07 (0.20) 0.08 (0.21) 0.09 (0.21) 
 Share Black Hispanic -0.03 (0.06) -0.11 (0.06) -0.11 (0.06) 
 Retail Per Capita 0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 
 Market Share of Deposits 

(Lag) 
5.52*** (1.18) 1.40** (0.50) 1.40** (0.51) 

 Squared Market Share of 
Deposits (Lag) 

-26.56*** (5.98) -5.54* (2.77) -5.17 (2.85) 

 Banks Per Capita (Lag) 0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 
        
Payday Lender Presence in Zip       
 No Payday Lenders 

(Reference) 
      

 Out-of-Network Payday 
Lenders Only 

0.07* (0.03) 0.08** (0.03) 0.10** (0.03) 

 In-Network Payday Lenders 
Present  

0.08*** (0.02) 0.09*** (0.02) 0.09*** (0.02) 

        
 Year Dummies Y Y Y 
 Spatial Lag of Dependent 

Variable  
Y Y Y 

 Constant -1.66*** (0.45) -1.49** (0.48) -1.50** (0.47) 
N = 2,208 zip code-years, 138 zip codes for all models. * = p <.05; ** = p < .01; *** = p < .001. 
Corresponds to Model 2 of Table 2. Lags are tested for Market Share, Market Share Squared and 
Banks Per Capita.  
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Table 3.A2. Comparison of Non-Spatial and Spatial Models. 
    

Random Effects LPM 
Spatial 

Autoregressive 
Random Effects LPM 

Random Effects 
LPM, Spatial Lag as 
Explanatory Variable 

    Coef.  SE Coef. SE Coef.  SE 
Market Characteristics             
  Log Total Population  0.03*** (0.01) 0.02*** (0.01) 0.02*** (0.01) 
  Log Median Household 

Income 
0.13** (0.04) 0.13** (0.04) 0.14** (0.04) 

  Share Below Poverty 0.09 (0.20) 0.08 (0.20) 0.07 (0.20) 
  Share Black Hispanic -0.04 (0.06) -0.04 (0.06) -0.03 (0.06) 
  Retail Per Capita  0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 
  Market Share of Deposits 

(lag) 
5.31*** (1.19) 5.43*** (1.20) 5.52*** (1.18) 

  Squared Market Share of 
Deposits (lag) 

-25.73*** (6.03) -26.19*** (6.19) -26.60*** (5.98) 

  Banks Per Capita (lag) 0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 
Payday Lender Presence in 
Zip 

            

  No Payday Lenders 
(Reference)  

-- -- -- -- -- -- 

  Out-of-Network Payday 
Lenders Only 

0.07* (0.03) 0.07* (0.03) 0.07* (0.03) 

  In-Network Payday 
Lenders Present  

0.08*** (0.02) 0.08*** (0.02) 0.08*** (0.02) 

                
  Year Dummies Y Y Y Y Y Y 
  Spatial Lag of Dependent 

Variable  
-- -- -- -- 0.32*** (0.05) 

  Constant -1.55*** (0.45) -1.62*** (0.45) -1.66*** (0.45) 
Spatial Weights Matrix             
  Spatially Lagged 

Dependent Variable 
--   0.18*** (0.04) -- -- 

  Wald Test of Spatial 
Term 

-- 25.44*** -- 

  Sigma U 0.05   0.05 0.05   
  Sigma E 0.30   0.30 0.29   

N = 2,208 zip code-years, 138 zip codes for all models. * = p <.05; ** = p < .01; *** = p < .001.  
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Table 3.A3. Negative Binomial Regressions for Predicted Number of Bank Entries, 1999 -2014.  
  
    

In-Network Bank 
Entries 

Out-of-Network, 
Large Bank 

Entries 

Out-of-Network, 
Small Bank 

Entries 

    Coef. SE Coef. SE Coef.  SE 
Market Characteristics             
  Log Total Population  0.14*** (0.02) 0.13*** (0.02) 0.09*** (0.02) 
  Log Median Household 

Income 
0.14* (0.09) 0.22* (0.11) 0.24** (0.08) 

  Share Below Poverty -0.45 (0.47) 0.02 (0.60) 0.38 (0.46) 
  Share Black Hispanic 0.09 (0.09) 0.13 (0.13) 0.13 (0.10) 
  Retail Per Capita  0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 
  Market Share of Deposits 

(lag) 
2.82* (1.21) 7.13*** (1.44) 4.64*** (1.07) 

  Squared Market Share of 
Deposits (lag) 

-13.28* (6.67) -23.14* (9.73) -14.72* (6.16) 

  Banks Per Capita (lag) 0.01 (0.00) 0.00 (0.00) 0.00 (0.00) 
Payday Lender Presence in Zip             
  No Payday Lenders 

(Reference)  
-- -- -- -- -- -- 

  Out-of-Network Payday 
Lenders Only 

0.03 (0.03) 0.03 (0.04) 0.04 (0.03) 

  In-Network Payday 
Lenders Present  

0.05** (0.02) 0.06 (0.04) -0.01 (0.03) 

                
  Year Dummies Y Y Y Y Y Y 
Wald Test for Added 
Parameters (df) 

4.94 (2) 1.82 (2) 2.00 (2) 

 
N = 2,208 zip code-years, 138 zip codes for all models. * = p <.05; ** = p < .01; *** = p < .001. 
Wald Tests represent inclusion of in-network bank presence variable. Models separately 
estimated.  
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CHAPTER FOUR. POLICY TO PROTECT FINANCIALLY VULNERABLE 
POPULATIONS: A LOOK AT THE 2007 MILITARY LENDING ACT 

 
 

 
In the early 2000s, the Department of Defense (DoD) noticed a growing problem: high-

interest lenders were cropping up around military bases like “bears on a trout stream” (Graves 

and Peterson 2005:824; Petraeus 2012). Almost overnight, predatory lending practices from a 

range of alternative financial service providers began to threaten the financial standing of many 

enlisted service members (Department of Defense 2006). After intensive lobbying by the DoD, 

Congress enacted the Military Lending Act in 2007, a law that designated a “Military Annual 

Percentage Rate” to cap fees and interest on short-term consumer loans to active duty service 

members at 36%. This is the first and only federal law to cap interest rates on consumer loans.  

In theory, this interest rate cap should effectively limit the practice of marketing payday 

loans to military members. Payday lenders did make fewer payday loans to military service 

members after the law was passed (Fox 2012), but they also began marketing alternative high-

cost loan products to service members in an effort to evade regulation and continue to profit from 

military borrowers (Department of Defense 2014). Whether this cap reduced military exposure to 

payday lenders by reducing the number of storefronts operating near bases remains unclear. Did 

the law get rid of the bears on the trout stream? In this project, I take advantage of state-level 

variation in payday lending laws and use a quasi-experimental design to isolate the impact of the 

Military Lending Act relative to other state-level policy changes. My findings suggest that the 

Military Lending Act alone did not reduce exposure to payday lending storefronts in military 

communities. However, in states with broader payday lending restrictions, the number of payday 

storefronts operating within military communities decreased as part of state-wide reductions.  
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This study has important implications for policy debates about high-interest lending. 

Spatial concentration of high-interest lenders near financially vulnerable populations can 

compound socioeconomic disadvantage within communities and households (Friedline, Despard, 

and West 2017; Gallmeyer and Roberts 2009; Graves 2003; Melzer 2011). Reducing exposure 

has been an important component of many state policy efforts (see, e.g., Barth et al. 2011). My 

analyses indicate that policies may be most effective in protecting financial vulnerable 

populations if they are enacted through broader regulations and/or support the development of 

low-cost alternatives that apply to all consumers. I conclude with a discussion of the potential of 

one public alternative, postal banking, that would provide universal access to low-cost financial 

services through post offices. I propose extending this idea to the Military Postal Service as a 

way to enhance accessibility for service members.  

FINANCIAL VULNERABILITY AND PAYDAY LENDING 

Credit has become a fundamental part of household finance within the United States in 

recent decades (Krippner 2017), but access to and the terms of credit products are highly unequal 

(Dwyer 2018). As credit services by banks have become increasingly limited and/or 

exclusionary, with credit scores and other eligibility metrics disqualifying poorer households 

(Fourcade & Healy 2013), payday lenders and other non-bank financial services have profited 

from offering costly alternatives. These credit alternatives can be seen as a form of “predatory 

inclusion” by providing access to credit for households that have been traditionally excluded 

from primary markets, but doing so in a way that can exacerbate inequality and insecurity 

(Seamster and Charron-Chénier 2017).  

Payday lenders, which offer short-term small-dollar loans at high interest rates, seek 

customers who have a steady paycheck and bank account, but who experience liquidity 
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constraints in which short-term loans may serve as a stop-gap between paychecks (Caskey 2005; 

Stegman 2007). Borrowers often take out these loans to cover routine living expense such as rent 

and other bills (Stegman 2007, Lee and Kim 2017, Pew Charitable Trusts 2012),35 establishing a 

payday clientele defined by financial uncertainty and vulnerability. Initial financial vulnerability 

experienced by households may be compounded by the use of payday loans; five in ten 

borrowers rollover payday loans at least three times because they are unable to pay back the 

initial loan (Lawrence and Ellihausen 2008).  

State legislatures have sought to protect consumers from high-interest lending in one of 

two ways, either through broad policies focused on reducing access to high-interest credit within 

the state, like outright payday bans and state-wide interest rate caps, or via targeted restrictions 

on credit products like minimum loan lengths (Barth et al. 2016; Desai and Ellihausen 2017; 

Morgan and Strain 2008). One federal policy, known as the Military Lending Act (MLA), has 

also specifically targeted one population at risk of financial vulnerability – military service 

members. In what follows, I consider the efficacy of this targeted federal policy focused on 

military members relative to that of state-wide policy changes that apply to all consumers within 

a state. This analysis is comparable to social policy work examining whether and under what 

conditions targeted policy for vulnerable populations is more or less effective than providing 

universal services to everyone (see, e.g., Brady and Burroway 2012; Skocpol 1991; Wimer, 

Collyer, and Kimberlin 2018).  

 

 

                                                
35 69% of first-time payday loan borrowers used the loan to cover a recurring expense, and just 
16% used it to managed an unexpected expense (Pew Charitable Trusts 2012).  
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Military Service Members 

The geographic concentration of military service members with low but steady paychecks 

have been a draw for payday lenders (Carrell and Zinman 2010; Graves and Peterson 2005). 

High-interest lending companies see military communities as good business locations and have 

disproportionately clustered near military bases (Burkey and Simkins 2004; Carrell and Zinman 

2010; Gallmeyer and Roberts 2009; Graves and Peterson 2005). There are three key reasons why 

payday lenders have found military towns to be a lucrative place to set up shop. First, payday 

lenders seek individuals who have steady employment, have access to a bank account, and have 

low, but stable, incomes (Lawrence and Ellihausen 2008). Many service members fit this desired 

customer profile. The majority of military service members are enlisted (Department of Defense 

2006), and enlisted service members face significant financial constraints. Notably, their military 

salaries are low, with basic pay for junior enlisted troops starting at $20,000 per year and 

growing to just $38,000 for mid-career enlisted ranks.36 This falls within the typical $15,000 -

$40,000 income range of payday loan borrowers (see, e.g., Caskey 2005; Lawrence and 

Ellihausen 2008). Enlisted members often enter military service immediately after high school, 

are relatively young (over 45% servicemembers are under the age of 25), and typically have little 

experience managing household finances (Department of Defense 2006; 2014). Relative to 

civilians, they also are more likely to marry and have children at younger ages, and their spouses 

                                                
36 Annual base pay calculated using the Military Base Pay Chart for the year 2004, the first year 
of analysis in this paper (https://www.federalpay.org/military/history), and estimates are adjusted 
to 2018 dollars. Base pay remains relatively consistent between 2004 and 2009. Entry-level pay 
determined using E-1 rank (e.g. Army Private) for service members with two or fewer years of 
service, and E-5 (e.g., Army Sergeant) as mid-level rank with 12 years of service. In contrast, 
military officer salaries start at $36,000 (e.g., O-1 rank, Army 2nd Lieutenant), and they can earn 
over $80,000 in a mid-level position with 12 years of service (e.g., O-4 rank, Army Major). 
These calculations do not include basic housing and clothing allowances.  



 

 94 

are less likely to work, which can increase financial stress in their households (Clever and Segal 

2013; Hosek and Wadsworth 2013; Department of Defense 2010). Moreover, if a spouse does 

work a civilian job, he or she often incurs earnings penalties over time due to frequent 

relocations and has less than ideal employment opportunities available near military bases 

(Cooney et al. 2011). These factors can add up to create significant financial uncertainty and 

insecurity for these families. In 2003, an internal DoD survey showed that close to 25 percent of 

junior enlisted service members said that they had fallen behind in paying their rent or mortgage 

(Department of Defense 2006).  

Second, military servicemembers may have lower risks of defaulting on payday loans, 

relative to civilian borrowers. Unlike most civilians, a military service member’s default on 

financial obligations can result in direct and significant career consequences, including denial of 

required security clearances, court martial, and/or dishonorable discharge from military service 

(see Uniform Code of Military Justice 2000, Article 34). These are not empty threats; in one 

statement, the Navy acknowledged that the primary reason security clearances are revoked is 

because of a sailor’s financial difficulties (US Navy Fleet and Family Support Center n.d. via 

Petraeus 2012). The financial expectations for servicemembers have two key implications for 

payday loan use. First, servicemembers short on funds may take out high-interest loans as a stop-

gap to prevent other financial defaults that could bring career consequences. Second, these 

financial expectations may also increase the likelihood that a servicemember will resort to rolling 

over a payday loan as a means to avoid bouncing a check when the loan comes due, incurring 

additional interest and fees in the process (Department of Defense 2006).37  

                                                
37 An internal DoD survey showed that, among servicemembers who use payday loans, the 
average use was 4.6 payday loans per year with two rollovers (Department of Defense 2006:13).  
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Broadly, these financial requirements tie into the military’s emphasis on service 

members’ “financial readiness,” which means remaining in good financial standing such that a 

servicemember is able to deploy as needed. To maintain members’ financial readiness, the 

military may choose to assist companies in following up with servicemembers who are behind on 

payments (Graves and Peterson 2005). As Graves and Peterson (2005:686) observe, “unlike the 

civilian marketplace, creditors specializing in loans to military personnel can expect a free and 

effective built-in pressure and tracking network to assist them in forcing payment.” For payday 

lenders, the military’s strict financial oversight of personnel means that servicemembers are 

more likely than civilian customers to pay them back. 

Finally, the targeting of military communities is efficient. The majority of payday loan 

customers are civilian,38 but the geographic density of military consumers with small paychecks 

and steady employment near military bases creates markets with consistent demand for high 

interest loans. In most cases, servicemembers live on or very near the military base (Bissel et al. 

2010). The locations of military bases, as well as the number of enlisted service members 

working on base, are publicly available. As a result, the known geographic concentration of 

enlisted servicemembers in military towns is attractive for payday lenders seeking out profitable 

markets (Department of Defense 2006), and has resulted in clusters of payday lenders directly 

outside the gates of military bases (Graves and Peterson 2005; Petraeus 2012).  

 The take-up of payday loans and other high-interest products by military members has 

been difficult to quantify. An internal Department of Defense survey found that five percent of 

                                                
38 One internal study conducted by the Consumer Credit Research Foundation, a research 
organization funded by payday lenders, estimated that 13% of their customers were service 
members (as cited in Gallmeyer and Roberts 2009 and Department of Defense 2006; original 
report no longer available).  
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active military personnel used payday loans annually, which is on par with the average use 

within US (Department of Defense 2006; Pew Charitable Trusts 2012). Echoing this, 

Skimmyhorn (2016) finds that payday loan usage rates between military and civilians are similar 

conditional on socioeconomic and demographic characteristics. However, there are concerns 

about underreporting on military surveys, possibly due to social desirability bias given the 

explicit emphasis on good financial behavior in the military (Department of Defense 2010; 

2014), and the Skimmyhorn study was based on an elective online survey that is not wholly 

representative of the U.S. military population. Other studies using industry data have estimated 

that roughly 1 in 5 active duty servicemembers were using payday loans annually in the early 

2000s, three to four times that of civilian usage (Carrel and Zinman 2007; Stegman 2007; Tanik 

2005).  

THE MILITARY LENDING ACT 
 

Though exact take-up rates are debated, payday loan usage among military members was 

significant enough that the Department of Defense proactively pushed for protective legislation 

at the federal level. The DoD (2006) overtly describes high-interest loans as predatory and 

harmful to service members in their report to Congress. Their primary argument centered on the 

fact that payday lenders inhibited financial readiness. Their case was in part motivated by Graves 

and Peterson’s (2005) wide-reaching descriptive analysis covering twenty states that showed 

payday lenders disproportionately clustered near military bases in the early 2000s. The clustering 

was striking, it was not uncommon to have between 20 and 40 payday lender outlets crowded 

near the gates of military bases across the country (Graves and Peterson 2005:824). The close 

proximity to and “ubiquitous presence” near military bases combined with intensive marketing to 

servicemembers created a troubling situation for the DoD, which worried that servicemembers 
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who were short on cash could worsen their financial readiness by using such services 

(Department of Defense 2006:22). This worry was not unfounded: the Navy-Marine Corps 

Relief Society noted that in 2001 it had given out just $5,000 in relief funds for service members 

caught up in high interest lending, but by 2006, that figure was up to $1.36 million (US Navy 

Fleet and Family Support Center n.d. via Petraeus 2012). And, one external academic study 

found that the presence of payday lenders near military bases decreased performance and 

military readiness among service members when comparing them to service members on  

military bases in states where payday lenders were banned (Carrell and Zinman 2008, but see 

Carter and Skimmyhorn 2016, which found more limited effects).  

In response to the rise of predatory lending, the DoD devoted training and resources to 

financial education initiatives and loan relief programs for service members, but they 

underscored that this would not be sufficient. They urged Congress to implement a federal 

interest rate cap for consumer loans to active duty service members. In late 2006, Congress 

passed the Military Lending Act, a law that capped interest rates and fees on consumer loan 

products to an annual percentage rate of 36% for active duty service members and their families. 

The law officially went into effect in October of 2007 (U.S. Congress 2006).  

The MLA was a landmark piece of legislation; with its passage, the federal government 

regulated short-term, non-bank consumer loans for the first time. Prior to this, payday lenders, 

like all other financial service providers, had to follow broader federal regulations like the Truth 

in Lending Act but had not been singled out for federal regulation. The law was federally 

enforced by the Federal Trade Commission, and an online website was created for lending 

companies to verify active duty military status of customers (see https://mla.dmdc.osd.mil/mla/).  
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However, significant limitations remained. First, the Act narrowly defined what loans 

were covered by the interest rate cap. For payday loans, short-term was defined as a closed-

ended loan that is due within 91 days, and small-dollar was defined as $2,000 or less (U.S. 

Congress 2006).39 So while payday lenders could no longer offer active duty service members 

loans under $2,000 that were due within three months, they could promote other products, 

including open-ended loans like lines of credit with no due date, and high-interest installments 

loans with longer terms. Second, the law applied only to active duty service members and their 

dependents; veterans and reservists did not receive protections. 

It is not surprising, then, that five years after the implementation of the MLA, the DoD 

found mixed results in terms of its efficacy. A follow-up report by an external advocacy group in 

2012 showed narrow success, with a reduction in the number of payday loans to made military 

members but an increase in the use of installment loans and other products that the 2007 MLA 

did not cover (Fox 2012). Internal DoD surveys also showed continued use of high interest loan 

products by servicemembers (Department of Defense 2014). Payday lenders circumvented the 

MLA by continuing to offer (and profit from) loan products not covered by the law to service 

members. There is also little evidence that the MLA substantively improved servicemembers’ 

credit and labor outcomes: after its passage, the credit card balances and likelihood of 

involuntary discharge did not substantively change for servicemembers in states that permit 

payday lending (Carter and Skimmyhorn 2016). 

 

 

                                                
39 The law also applied to close-ended auto title loans due within 181 days and close-ended tax 
refund anticipation loans, which are not examined here.  
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Bears Still on the Trout Stream? 

Whether the MLA reduced military servicemembers’ exposure to high-interest lending 

companies is less clear. The “bears on a trout stream” metaphor, coined by Graves and Peterson 

(2005) and echoed in DoD testimony (Petraeus 2012), underscores that the military perceived 

both the loan products and the physical clustering of payday lenders as threats to the financial 

wellbeing of their enlisted service members. In lobbying for military protections, the DoD 

implicitly sought to limit the number of payday lenders operating near military bases as way to 

reduce the availability of their products, devoting an entire section of their report to Congress to 

their concerns about the spatial proximity and prevalence of payday lenders and other high 

interest lenders (Department of Defense 2006:10-22). This concern is reasonable given that 

increases in the number of alternative financial service providers within a community is 

associated with increases in the likelihood and frequency of use of the products, especially 

among lower-income households (Friedline and Kepple 2016; Melzer 2011; Pew Charitable 

Trusts 2012).  

Given the limited loan products the MLA pertained to and its narrow target population 

(active duty families only), it is possible that the law also had limited effects on the numbers of 

payday lenders operating near military bases. Thus far, analysis to assess impacts has been 

descriptive in scope. One examination of select military bases showed that some bases that had 

fewer payday lenders operating after the MLA, but that others had no change, and there was 

significant variation across states (Fox 2012). Because this analysis was descriptive, comparing 

counts of payday storefronts in 2012 to those in 2003, it does not fully account for confounding 

factors like changing demographics, urbanicity, and variation in state laws. As a result, the full 

effect of the MLA on storefront presence remain unknown. In this study, I implement a quasi-
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experimental design to study changes in the physical presence of payday lenders within military 

communities before and after the MLA to disentangle the effects of the MLA from state policy 

changes and other factors.  

STATE REGULATORY ENVIRONMENTS  
 

To examine the effects of the Military Lending Act, I take advantage of state-level 

variation in payday lending laws. With the exception of the federally mandated MLA, payday 

lending is primarily regulated at the state-level and variations in state laws impact the number of 

payday lenders operating within each state over time (Barth et al. 2016; McKernan, Ratcliffe, 

and Kuehn 2013). For this analysis, I study changes in payday lender activity near military bases 

in Colorado, Oregon, and Washington before and after the MLA. Together, these three states 

provide a strong comparison group. Prior to 2007, they had substantively similar regulatory 

environments with few payday loan laws. In 2007, they begin to differentiate: Colorado and 

Oregon enacted policy changes while Washington made no changes. The 2007 timing of the 

Colorado and Oregon policy changes coincides with the passage of the MLA and provides an 

opportunity to examine state policy effects, MLA effects, and their interactions.  

Colorado. Colorado has had payday lenders operating within the state since the mid-

1990s. For the first several years, they were largely unregulated. In 2001, the state passed a law 

that required all small-dollar lenders to have a license. In July 2007, the state enacted a law that 

required payday lenders to offer customers an installment plan if they took out four consecutive 

payday loans. While this law sought to restrict ballooning interest due to payday loan rollovers, it 

left a loophole that allowed payday lenders to work around the law by introducing “cooling off” 

periods to avoid consecutive loans as defined in the law (five or fewer days between loans) 

(PEW 2014). In 2010 the state sought to address this loophole by passing a new law that required 



 

 101 

all payday loans and other short-term consumer loans to be repayable over a six month period, 

essentially converting them into installment loans (Pew Charitable Trusts 2014; Colorado UCCC 

2018).40  

Oregon. Like Colorado, Oregon has required that payday lenders have a license to 

operate in the state since the early 2000s. In April 2006, the state legislature passed a bill that 

capped interest rates for all short-term consumer loans with a principle of $50,000 or less to 36% 

APR and established a 31-day repayment period, instead of the typical 14-day repayment period. 

The law did allow some fees to be added, making the maximum effective rate of a payday loan 

154% APR (Oregon Division of Finance and Corporate Securities 2006). The law went into 

effect in July of 2007. Whereas the 2007 Colorado policy change represents a relatively weak 

state-wide policy change, the 2007 Oregon law represents as a strong state-level change.  

Washington. Washington allowed payday lenders to operate in the state beginning in 

1995. This law limited fees to 15% for the first $500 borrowed, and an additional 10% on loans 

above $500, with a maximum loan of $700. For a typical $300 loan due in 14 days, this 

amounted to an effective APR of 390% (Washington Department of Financial Institutions 2003). 

Prior to 2010, no regulations impacting the availability of payday loans were enacted. In 2010, a 

new law went into effect that allowed payday loan customers to convert payday loans into 

installment loans if they were unable to pay the amount owed. The law also prohibited 

individuals from taking out more than one payday loan at a time and capped the annual number 

of loans to eight per person. To enforce this, the state required payday lenders to check an online 

                                                
40 Colorado has since passed another law in 2018 restricting interest rates to 36% APR on all 
short-term consumer loans (Svaldi and Rubino 2018).  
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system to ensure that people were not attempting to take out concurrent loans and/or exceeding 

the yearly limit (Washington Department of Financial Institutions 2010).  

Table 4.1 synthesizes the scope of state regulations before and after the policy 

implementations of 2007. I restrict my study to the years 2004 – 2009 to ensure that the 2007 

policy changes were the only changes the states experienced (both Colorado and Washington 

implement new policies in 2010, but the effects of these new laws are not examined here).  

Table 4.1. State Regulatory Environments between 2004 and 2009. 
  Colorado Oregon Washington 

Pre: 2004 - 2006 APR = 520% APR = No cap, 
average 390% APR = 390% 

Post: 2007 State 
Policy Change 

Installment 
loan offer after 
4 loans 

IR cap of 36% 
for loans under 
$50K + fees 

No change 

Post: 2007 MLA 
Policy Change 36% MAPR 36% MAPR 36% MAPR 

Post: 2008 - 2009 No Additional 
Changes 

No Additional 
Changes 

No Additional 
Changes 

 
Sources: Colorado Uniform Consumer Credit Code; Oregon Division of Finance and 
Corporate Securities; Washington Department of Financial Institutions. APR defines 
maximum permitted annual percentage rate; MAPR defines maximum permitted military 
annual percentage rate.  

 
DATA 

I combine data from the three states, the Department of Defense, and the Census to 

examine payday lender activity between 2004 and 2009. First, I collect historical administrative 

data on payday lender locations from individual state regulatory agencies. Colorado, Oregon, and 

Washington each require that payday lenders have a license to operate within the state, and this 

license must be renewed annually. Each state maintains historical records that include the 

address of each payday lender storefront, the date the license to operate was approved, and, if 



 

 103 

applicable, the date the license was surrendered, revoked, or expired. I geocode the address of 

each payday lender storefront using services from Texas A&M University. There are a total of 

2,244 storefronts operating for at least one year between 2004 and 2009 across the three states.  

Second, I use publicly available geographic data from the Department of Defense that 

identifies all locations of military installations (“base” hereafter) within the three states 

(Department of Defense 2017). I exclude eight military installations that are outdoor training 

sites that have no full-time personnel (e.g., Rocky Mountain Arsenal in Colorado and National 

Guard training areas). I also exclude the US Air Force Academy in Colorado because students at 

the Academy are not active duty service members. The analytic sample includes 29 military 

bases across the three states. The DoD geographic files provide both the point coordinates of the 

centroid of each military base as well as a boundary file that identifies the parcel of land that the 

military base covers. I use both the point coordinates and the boundary vector to determine each 

payday lender’s distance to the closest military base.  

I match the geographic data with information on the number of military and civilian 

personnel at each base using the Department of Defense’s 2007 Base Structure Report (DoD 

2007). This report identifies the size of the base in terms of acreage and number of military and 

civilian personnel working at each base on September 30, 2006. Some bases in the geographic 

dataset are part of a “master base.” A master base has a series of individual sites clustered 

together (e.g., Naval Base Kitsap in Washington includes Bangor Submarine Base, Puget Sound 

Shipyard, and Bremerton Naval Station). When this occurs, I still use the proximity to the nearest 

individual military site as my distance measure, but I assign the master base personnel counts to 

each individual base; any payday lender operating nearest to one of these sites is in close 

proximity to all other sites and thus can have traffic from all of them.  
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Finally, I use Census data to identify characteristics of the Census tracts where each 

payday lender operates. Socio-economic and demographic characteristics of communities are 

correlated with payday lender presence (e.g., Burkey and Simkins 2004; Damar 2009; Gallmeyer 

and Roberts 2009), and models in this analysis seek to control for socioeconomic and 

demographic variation over time. I include time varying measures of tract-level population, 

median household income and share of black and Hispanic households. I use linear interpolation 

to estimate annual changes, using population and race/ethnicity data from the 2000 and 2010 

decennial Censuses, and income data from the 2000 census and the pooled 2008 – 2012 

American Community Survey (Manson et al 2017). To interpolate the measures, I match 2000 

tracts to their 2010 boundaries via the Longitudinal Tract Database (Logan, Xu, and Stults 2012) 

which provides a crosswalk.41 I also include a county-level measure of annual unemployment 

rate to capture potential variation in local economic conditions over time. The county-level 

measure is pulled from Bureau of Labor Statistics (2018) data, and assigned to all payday lenders 

within that county.  

ANALYTIC STRATEGY 

To determine whether the Military Lending Act disproportionately impacted payday 

lenders operating within military communities, I examine changes in the predicted likelihood of 

a storefront closing before and after the policy change using payday storefront data from 2004 – 

2009. A closure is identified in the data as a non-renewal of the storefront’s annual license. A 

                                                
41 I do not include tract-level Census counts of military servicemembers because there is a 
significant risk of undercounting this population in base towns. In the decennial Census, 
servicemembers are counted in the state they designate as their permanent residence when they 
enlisted, not where they are last stationed (US Census 2017; Ashton 2011; Wang 2018). Instead, 
I use the 2007 DoD Base Structure Report to identify the number of military personnel working 
on at each base on a given day (September 30, 2006) to approximate variation in base size.  
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common method to evaluate the effectiveness of a policy change is a difference-in-differences 

framework that compares the change in outcome for the ‘treated’ group following the policy 

implementation to the change in outcome for the control group. In a standard design, the 

treatment is a dichotomous measure (i.e. the passage of a law) that affects the treatment group 

but not the control group (Angrist and Pischke 2001; Stock and Watson 2012). In this case, the 

Military Lending Act was federally mandated and applied to all payday lenders across all states, 

so it is not possible to identify a group of payday lenders that does not receive the treatment. 

However, it is possible to use heterogeneity in treatment intensity by considering a payday 

lender’s distance to a military base.  

Distance as Measure of Treatment Intensity. The specifications of the MLA (the 

“treatment”) suggest that the law’s effects would intensify for payday lenders located near 

military bases and be minimal for payday lenders not located near a base because the law only 

affects short-term loans for active duty military members and dependents. For the most part, 

these service members and their families live on or very near military bases: a Department of 

Defense survey conducted in 2007 found that 75% of active duty military lived within 20 miles 

of a base, and over 90% lived within 30 miles (Bissell et al. 2010). Moreover, a higher share of 

junior enlisted service members, who are the lowest paid and thus more likely to use payday 

loans, live in military housing on base compared to senior enlisted service members or officers 

(Bissell et al. 2010). As such, distance from a military base can be used as a measure of 

treatment intensity with the expectation that the policy change would impact payday lenders 

within military communities more than it would impact those outside of military communities.  

To identify a payday lender’s distance to a military base, I calculate Euclidean distance 

(in miles) from each payday lender storefront to the centroid of the nearest military base to 
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generate a continuous distance measure. This measure is top-coded at 100 miles. I also generate 

three-, five-, and 10-mile buffer zones from the perimeter of each military base using QGIS 

mapping software. For the buffer zones, I use the boundary files that identify the full land parcel 

to create distance buffers from the border of each military base. I then create categorical 

variables that classify payday lenders as falling within or outside of these zones.  

States as a Second Treatment. Although the focus of the paper is on the federal level 

MLA, which is expected to primarily affect payday lenders near military bases, I take the 

opportunity to examine two state-level policy changes that were also implemented in 2007: 

Oregon’s state-wide interest rate cap on all consumer loans, and Colorado’s law limiting the 

number of consecutive payday loans. Payday lenders in Washington serve as the control group, 

because Washington did not have a state-wide policy change in 2007, and Colorado and Oregon 

payday lenders are the treated groups. The model will be able to distinguish between a) the 2007 

MLA and b) the 2007 state changes by interacting the policy time measure with distance from 

the military base for the former and with state dummy variables for the latter.  

Model Specification. I combine data across states and estimate a fixed effects linear 

probability model that accounts for the military base and state treatment groups and the time 

before and after the policy changes. These models also include time-varying socio-economic and 

demographic factors that may influence payday storefront closures (Angrist and Pischke 2001). 

The equation is as follows:  

Yit = αi + β1Disti + β2Statei + β3Policyt + γ1(Disti Statei) + γ2(Disti Policyt) + γ3(Statei Policyt) + 
δ1(Disti Policyt Statei) + Xitβ4 + εit 

 
I estimate four separate models to test four different distance thresholds. The first three 

models define Dist as a) those within 3 miles of the perimeter of the closest military base; b) 

those within 5 miles of the perimeter of a military base; and c) those within 10 miles to the 
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nearest perimeter. Dist equals one if payday lenders fall within these ranges and zero if they are 

located outside of these areas. The fourth model uses a continuous measure of distance (in miles) 

from the centroid of the military base. State is a three-level categorical variable with Washington 

as the reference state. Policy equals one after the 2007 policy treatment, and zero prior. The pre-

treatment period runs from 2004 through 2006 and the post-treatment period runs from 2007 

through 2009.42 X represents a vector of time-varying tract-level controls – log population and its 

squared term, log median household income, and share of black and Hispanic households – and 

county-level unemployment rates to account for changing economic and demographic 

characteristics for each payday lender location. 

 β1 – β3 are the effects of the distance treatment group, state treatment group, and post-

policy years. γ1 measures state- level heterogeneity in payday lender closures prior to the 

treatment period. Because the distance and state treatment groups are time invariant, their main 

effects (β1 , β2) and their interaction (γ1) are unobserved in the fixed effects models. γ2 is the 

treatment effect for payday lenders near military bases, and γ3 is the treatment effect for payday 

lenders in states that experience a state-level policy change (Colorado and Oregon). δ1 measures 

state heterogeneity in the changes in the likelihood of closure for payday lenders near and far 

from military bases after the 2007 policy treatment.  

Anticipated results. The time effect, β3, would be positive and significant if there are, all 

else equal, more closures in the period between 2007 and 2009, relative to 2004 – 2006. If the 

MLA is effective in reducing the presence of payday lenders near military bases, it is expected 

                                                
42 Because the MLA was passed in Congress a year before its implementation, it is possible that 
there were anticipatory closures (i.e., payday lenders closing after the law passed in 2006 but 
prior to its implementation in 2007). Similarly, Oregon passed its state interest rate cap a year 
before it went into effect in 2007. In supplemental models, I reclassified the post-treatment 
period as 2006-2009. This reclassification does not substantively change results.  
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that γ2 would be positive and significant, such that likelihood of closures after the policy 

implementation is higher for payday lenders near military bases, relative to payday lenders 

elsewhere. It is expected that γ3 will be positive and significant for Oregon if the broad state-level   

Oregon policy change induces a disproportionate number of payday lender closures within the 

state after its implementation, relative Washington, which had no regulatory change. It is also 

expected that γ3 will be positive and significant for Colorado, but that Oregon will continue to 

have the largest increase in likelihood of closures post-treatment because its 2007 policy change 

placed larger restrictions on payday lenders. Finally, δ1 is not expected to have significance; there 

should be no state heterogeneity in the effectiveness of the Military Lending Act because it is a 

federal law that is enforced at the federal level.  

RESULTS 

 Table 4.2 presents the descriptive statistics for military bases and payday lenders, both 

overall and by individual state. In terms of personnel, military bases in Oregon are smaller, on 

average, than those in Washington and Colorado. Oregon also has fewer payday lender 

storefronts compared to Washington and Colorado. Overall, about twenty percent of payday 

lender storefronts are within five miles of a military base. That increases to forty percent for a 

10-mile radius. And, across the three states, there are fewer payday lender storefront closures in 

the pre-treatment period, compared to the post-treatment period. This is especially true for 

Oregon, in which just eight percent of storefronts close in the pre-treatment period, but forty-

three percent close following the 2007 policy changes. 
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Table 4.2 Descriptive Statistics of Military Bases and Payday Lender Storefronts 
    Overall Colorado Oregon Washington 
    Mean (SD) or 

Proportion 
(Min, 
Max) 

Mean (SD) 
or Proportion 

(Min, 
Max) 

Mean (SD) 
or Proportion 

(Min, 
Max) 

Mean (SD) 
or 

Proportion 

(Min, 
Max) 

Military Bases                 
  Total Personnel 14,173 (200, 

34428) 
19,412 (2599, 

27590) 
813 (200, 

2397) 
18,053 (380, 

34428) 
  Military Share of 

Personnel 
0.70 (0.01, 

1.00) 
0.62 (0.72, 

0.79) 
0.68 (0.01, 

1.00) 
0.70 (0.45, 

1.00) 
  Base Size 

(square miles) 
46.63 (0.02, 

505.35) 
39.17 (0.88, 

214.71) 
63.23 (0.02, 

440.20) 
42.17 (0.04, 

505.35) 
  Count 29 6 7 16 
Payday Lenders                 
Closures                 
  All years 0.15 (0, 1)  0.14 (0, 1)  0.21 (0, 1)  0.12 (0, 1)  
  Pre-Treatment 

(2004 -2006) 
0.11 (0, 1)  0.12 (0, 1)  0.08 (0, 1)  0.11 (0, 1)  

  Post-Treatment 
(2007 -2009)  

0.19 (0, 1)  0.15 (0, 1)  0.43 (0, 1)  0.14 (0, 1)  

Military Base 
Dist. 

                

  Distance (in 
miles) 

23.49 (25.7) (0.23, 
100) 

26.86 (28.5) (0.74, 
100) 

24.86 (29.2) (0.47, 
100) 

19.33 (19.3) (0.23, 
100) 

  Within 3 Miles 0.12 (0, 1)  0.13 (0, 1)  0.12 (0, 1)  0.10 (0, 1)  
  Within 5 Miles 0.21 (0, 1)  0.24 (0, 1)  0.24 (0, 1)  0.17 (0, 1)  
  Within 10 Miles 0.40 (0, 1)  0.36 (0, 1)  0.48 (0, 1)  0.40 (0, 1)  
  20 Miles or 

More 
0.26 (0, 1)  0.27 (0, 1)  0.34 (0, 1)  0.21 (0, 1)  

Tract Chars.                  
  Log Population 8.39 (0.37) (7.00, 

9.29) 
8.32 (0.37) (7.00, 

9.24) 
8.42 (0.38) (7.04, 

9.15) 
8.42 (0.36) (7.09 

9.29) 
  Log Median HH 

Income 
10.64 (0.33) (9.03, 

12.33) 
10.66 (0.33) (9.04, 

12.33) 
10.57 (0.32) (9.34, 

11.38) 
10.67 (0.33) (9.43, 

11.61) 

  Share Black and 
Hisp. 
Households 

0.24 (0.02, 
0.89)  

0.32 (0.03, 
0.89) 

0.16 (0.03, 
0.73) 

0.19 (0.02, 
0.87) 

  County Unemp. 
Rate 

0.06 (0.03, 
0.16) 

0.05 (0.03, 
0.09) 

0.07 (0.04, 
0.16) 

0.06 (0.03, 
0.13) 

  Count 8,968 storefront-
years (2,244 
storefronts) 

3,654 storefront-
years (917 
storefronts) 

1,768 storefront-
years (473 
storefronts) 

3,546 storefront-
years (854 
storefronts) 
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Parallel Trends Assumption. To ensure the internal validity of differences-in-differences 

analyses, trends across states must be parallel prior to the policy change to show that, absent the 

policy change, outcomes in the post-treatment period would be similar (Angrist and Pischke 

2001). As previously shown in Table 4.1, the regulatory environments across the three states are 

substantively similar prior to the policy change. The Appendix presents an additional set of tests 

for the parallel trends assumption. Figure 4.A1 in the Appendix compares the annual pre-MLA 

growth rates for payday lenders within five miles of a base and those 20 miles or further from a 

base, by state. For each of the three states, the trends between the two groups of payday lenders 

are similar, with positive growth in the number of storefronts between 2004-2006. Then, Table 

4.A1 in the Appendix estimates regressions for the pre-treatment period (2004-2006), where the 

likelihood of closure in this period is the outcome variable, and the variables of interest are a 

payday lender’s distance from a military base and the payday lender’s state, the two treatments in 

the analyses. These are random effects regressions and include the vector of time varying 

controls. Net of controls, there are no significant differences across distances from a base nor 

across states. This suggests that the parallel trends assumption is not violated in this analysis.  

Fixed Effects Models 

Table 4.3 presents the results of the full models. Before discussing the variables of 

interest, it is worth noting that the time varying controls in the models behave largely as 

expected. Payday lenders are less likely to close as the population density of the area increases, 

up to a saturation point, as shown by the negative coefficient on log population and the positive 

coefficient on its squared term. And, as the median household income increases in the area, 

lenders have a higher likelihood of closure, supporting prior research that shows payday lenders 

tend to cluster in lower income areas (Gallmeyer and Roberts 2009; Prager 2014; Simpson and 
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Buckland 2016). As the share of black and Hispanic households increases, payday lenders also 

become more likely to close, counter to prior research that shows payday lenders tend to cluster 

in communities with higher shares of nonwhite households (Burkey and Simpkins 2004). 

Though that may be true, this suggests that, on average, turnover of payday lenders increases as 

the share of black and Hispanic households increase. Finally, as the local economic conditions 

worsen, as proxied by the county-level unemployment, payday lenders are slightly more likely to 

close, but this is not statistically significant. 

Military Lending Act Effects. Model 1 presents the results with the MLA distance 

threshold defined as within three miles of a military base. The likelihood of storefront closures 

marginally increases in the post-treatment period, as shown by the main effect of the post-

treatment period (b = .03; p > .05). Model 1 shows no difference between the likelihoods of 

closure for payday lenders within three miles of a base and payday lenders and those outside of 

the threshold after the policy change (b = .009; p > .05), net of other factors. At this threshold, 

the Military Lending Act does not substantively reduce exposure to payday lenders. Models 2 

and 3 show that even as the threshold is adjusted to capture payday lenders within five and 10 

miles of the base, there continues to be no effect. The continuous distance measure (Model 4) 

tells the same story; as a storefront’s location increases in distance from a base, the likelihood of 

closure remains unchanged. The introduction of the MLA did not affect the likelihood payday 

storefront closures. 
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Table 4.3. Fixed Effects Models for Likelihood of Payday Storefront Closures across Three 
States. 

    
3-Mile Base 
Threshold 

5-Mile Base 
Threshold 

10-Mile Base 
Threshold 

Continuous 
Distance 

    Model 1 Model 2 Model 3 Model 4 
    Coeff. SE Coeff. SE Coeff. SE Coeff. SE 
Post-Treatment Period      
(1= 2007-2009; 0= 
2004-2006)  0.03 0.02 0.02 0.02 0.03 0.02 0.01 0.02 

Base Distance X Post-
Treatment Period                 

  
Within 3 Miles (1 
= yes; 0 = no)  0.009 0.04 -- -- -- -- -- -- 

  
Within 5 Miles (1 
= yes; 0 = no)  -- -- 0.01 0.03 -- -- -- -- 

  
Within 10 Miles (1 
= yes; 0 = no)  -- -- -- -- -0.003 0.02 -- -- 

  
Continuous 
Distance  -- -- -- -- -- -- 0.001 0.00 

State X Post-Treatment 
Period                 
  Washington (ref.) -- -- -- -- -- -- -- -- 
  Colorado  0.05** 0.02 0.06** 0.02 0.05* 0.02 0.07** 0.02 
  Oregon 0.41*** 0.02 0.44*** 0.02 0.46*** 0.03 0.41*** 0.03 
Base Distance X State 
X Post-Treatment 
Period                 
  Washington (ref.) -- -- -- -- -- -- -- -- 
  Colorado -0.03 0.05 -0.06 0.04 -0.01 0.03 -0.001 0.00 
  Oregon 0.04 0.07 -0.12* 0.05 -0.11* 0.04 -0.001 0.00 
Time Varying Controls           
  Log Population  −**  −**  −**  −**  

  
Log Population 
Squared +**  +**  +**  +**   

  
Log Median HH 
Income  +***  +***  +***  +***   

  

Share 
Black/Hispanic 
Households +***  +***  +***  +***   

  
County 
Unemployment  +  +  +  +  

           
N = 8,968 storefront-years; 2,244 payday lender storefronts.  
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State Policy Effects. Though the Military Lending Act has no bearing on the likelihood of 

storefront closures near military bases, there are diverging impacts of state policies enacted in the 

same year. Payday lenders in Colorado and Oregon receive the treatment, i.e., experience a state-

wide policy change in 2007, while payday lenders in Washington have no state policy change. 

Compared to payday lenders in Washington, Colorado lenders have an additional five percentage 

point increase in the average likelihood of a storefront closing following its 2007 policy change 

(p < .01). And, most significantly, payday lenders in Oregon have a 41 percentage point increase 

in the likelihood of closures after its state-wide interest rate cap, relative to Washington payday 

lenders (p < .001). This difference in likelihoods is eight times that of the Colorado-Washington 

difference, underscoring that the Oregon policy change had a much stronger impact on payday 

lender activity relative to the Colorado change targeting rollovers. These differences are 

consistent across Models 1-4, with the Colorado increase in likelihood staying at five to seven 

percentage points and the Oregon increase staying between 41 and 44 percentage points.  

Figure 4.1 presents a visualization of the predicted likelihoods of closure before and after 

the policy changes by state, using results from Model 2 in Table 4.3. The difference between 

post-treatment probabilities of closure in Oregon and the other two states is striking in 

magnitude. On average, Oregon payday lenders have a 53% chance of closure between 2007 and 

2009, whereas Washington and Colorado payday lenders each have less than a 20% chance. The 

Colorado law limiting the number of payday loans individuals could take out appeared to induce 

a small increase in the likelihood of closures, relative to Washington, but the state-wide interest 

rate cap in Oregon induced a mass exit of payday lenders from the state.  
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Figure 4.1. Predicted Probabilities of Storefront Closures, by State before and after 2007 
Policy Changes  

 
Notes: Graph based on Model 2 in Table 4.3.  
 
Figure 4.2. Predicted Probabilities of Storefront Closures, by State and Distance to Base, 
after 2007 Policy Changes  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Notes: Graph based on Model 2 in Table 4.3 for 2007-2009 post-treatment period.  
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Figure 4.2 shows the predicted probabilities of the policy changes by distance from a 

military base and by state in the post-treatment period. If there are state differences due to 

variation in the enforcement of the MLA, it would be expected that there would be more closures 

within the five-mile threshold in at least one of the states. Colorado and Washington have no 

change in the likelihood of closures within and outside military communities, as defined by the 

five-mile buffer. In Oregon, the likelihood of closure is actually lower for payday lenders within 

military communities relative to those outside the threshold. This is somewhat counter to the 

expectation that there should be no heterogeneity across states. However, Table 3 shows that the 

Oregon coefficient is sensitive to the distance threshold, and it is possible that the distance 

threshold of five miles is capturing other factors for Oregon, especially because the likelihood of 

closure is smaller, rather than larger, near Oregon military bases relative to other areas in the 

post-MLA period. Nevertheless, the figure highlights that the Oregon state-wide interest-rate cap 

was the most effective policy measure for reducing the number of storefronts; outside military 

communities, the likelihood of closure increased by 55 percentage points after the interest cap, 

and the likelihood of closure within military communities increased by close to 45 percentage 

points.  

Alternative Models 

 It is possible that the MLA did increase the likelihood of payday storefront closures near 

bases but that changes cannot be observed when grouping payday lenders as strictly within, and 

outside, of a three-, five- or 10-mile radius. MLA effects may be fuzzier with few discernable 

differences between storefronts within and just outside those thresholds. To consider whether 

this is the case, I estimate a new model that includes a second set of interactions to compare 

payday lenders within five miles of a base to those that are 20 miles or further from the nearest 
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base. As it turns out, there are no substantive differences between payday lenders within five 

miles of a base and those 20 miles or further, as shown in Appendix Table 4.A2. 

 It is also possible that closures following the passage of the MLA might also depend on 

base size. There are three communities – Colorado Springs, CO; Tacoma, WA; and Bremerton, 

WA that have bases with 20,000 or more personnel. Payday lenders operating in these 

communities may be more likely to close after the MLA because the significant number of 

military personnel may comprise a larger share of their markets. To consider this, I estimate a 

model that looks payday lenders within five miles of these large bases relative to those within 

five miles of smaller bases in Colorado and Washington. All remaining bases in Colorado and 

Washington have fewer than 10,000 military personnel, and thus this model compares payday 

lenders near military bases with 20,000 or more personnel to those with 10,000 or fewer. There 

is virtually no difference between the likelihoods of storefront closures in large base 

communities and those in smaller military communities following the MLA, as shown in 

Appendix Table 4.A3.  

Finally, closures may not fully represent changes in military communities following the 

MLA. Storefront closures would be the strongest indicator that the MLA significantly restricted 

payday lending near military bases. But, even if the MLA did not lead to significant storefront 

closures in these areas, it may have disproportionately slowed entry rates into these communities 

relative to non-military areas. To examine whether this is the case, I resort the sample by military 

base and year to compare average storefront growth rates within a five-miles of the nearest 

military bases to those for payday lenders more than 20 miles from the nearest base. Growth rate 

is annual change from the total count of payday lender storefronts within five miles or outside 20 

miles of the nearest base in the prior year. Because of the small sample size (there are only 29 
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military bases across the three states), I do not run fixed effects regressions but rather estimate 

ordinary least squares regressions that have growth rate as the outcome and the effects of the 

treatment period, the states, and their interactions as the variables of interest.  

Table 4.4. Difference-in-Differences for Storefront Growth Rates, within and outside of 
Base Communities, by State.  
 
  Within 5 Miles 20 Miles or Further 
 Model 5 Model 6 
  Colorado Oregon Colorado Oregon 
          
Difference-in-difference 0.02 -0.21** -0.16 -0.40*** 
  (0.08) (0.07) (0.12) (0.11) 
          
Washington Mean, T(0) 0.08 0.08 0.10 0.10 
Treated Mean, T(0) 0.08 0.15 0.23 0.23 

Difference T(0) 0.00 0.07 0.13 0.13 

Washington Mean, T(1) -0.05 -0.05 -0.03 -0.03 
Treated Mean, T(1) -0.03 -0.19 -0.06 -0.31 

Difference T(1) 0.02 -0.14 -0.03 -0.28 
N (base-years) 163 163 

Notes: * = p <.05, ** p < .01; *** p < .001. Standard errors in parentheses. T(0) is 
the pre-policy period; T(1) is the post-policy period. The Treated Mean refers to 
Colorado in Columns 2 and 4 and Oregon in Columns 3 and 5.  

 

Table 4.4 provides the difference-in-differences calculations from the model. The results 

for growth rates results are consistent with the main analysis. Prior to 2007, storefront growth is 

positive in areas within five miles and outside 20 miles of a base, as shown by the positive 

Washington and Treated Means at T(0) in Models 5 and 6. After 2007, growth rates turn 

negative in all states, regardless of distance from a base (see means for T(1)). Although there are 

more closures occurring than there are openings in the post-treatment period, the confidence 

intervals for the Colorado/Washington difference-in-differences in Model 5 and Model 6 
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overlap, as do the Oregon/Washington difference-in-differences. Thus, proximity to a military 

base does not impact the negative growth rates in the post-treatment periods, suggesting that the 

MLA did not disproportionately slow payday storefront growth in military areas. Of the three 

states, Oregon sees the biggest change in storefront growth rates in the post treatment period; 

after its state-wide interest rate cap, average storefront growth declines significantly in Oregon, 

and the difference-in-differences with Washington, which had no policy change, are large and 

significant. The Colorado/Washington difference-in-differences are not significant in either 

model. The main story continues to be the effectiveness of the Oregon state-wide policy change, 

not the Military Lending Act.  

DISCUSSION AND CONCLUSION 

The 2007 Military Lending Act did not remove the bears from the trout stream; it just 

extracted a few of their teeth by placing restrictions on a limited set of loan products. The fact 

that the MLA was unsuccessful in reducing the number of payday lenders near military bases is 

not wholly surprising. Although an implicit goal of the DoD’s work to protect the troops was to 

reduce clustering near bases, the law as passed targeted specific loan products and applied an 

interest rate cap to a narrowly defined population of borrowers. As a result, it did not prevent 

payday lenders from engaging in regulatory evasion via the development of alternative products, 

nor did it stop payday lenders from making payday loans to civilians and non-activity duty 

service members within military communities.  

MLA vs. Oregon Interest Rate Cap 

The inefficacy of the 2007 MLA is emphasized by a comparison to Oregon’s state-wide 

interest rate cap that successfully reduced payday lender exposure in the state. Oregon’s policy 

change instigated an immediate exodus of payday lenders from the state. Between 2007 and 
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2009, Oregon had 279 storefront closures, and 72 percent of those occurred in 2007 in the 

immediate months following the interest rate cap. By 2009 just 136 payday lenders remained, a 

sharp decline from the over 400 lenders that were in the state in 2006.43  

 Contrasts between the limitations of the MLA and the effectiveness of the Oregon 

interest rate cap are evident when looking at payday lender presence in the Portland, Oregon 

Metropolitan Statistical Area before and after the 2007 policy changes. Two bases in Portland 

(Portland IAP and Camp Withycombe Clackamas) are just a few miles from the Washington-

Oregon State line, which provides a unique opportunity to examine how both laws impacted 

payday lenders across the two states. Figure 4.3 provides an illustration. 

In Figure 4.3, each military base is marked by a star, and dark gray buffer zones denote a 

five-mile radius around each base. The left panel shows the payday lenders operating on either 

side of the state line in 2005. In this panel, there are a number of payday lenders clustered within 

the five-mile base buffers. The northern-most base, Portland IAP, had 19 payday lenders within 

the 5-mile radius on the Oregon side and 15 on the Washington side. The southern base, 

Withycombe Clackamas, had 16 Oregon payday lenders within the five-mile buffer. The right-

hand panel shows the payday lenders present in 2009. Oregon presents a strong contrast to 

Washington: the widespread closures following its interest rate cap resulted in each base having 

just five payday lenders within the buffer zones on Oregon side. Meanwhile, on the Washington 

side, Portland IAP continues to have a significant number of payday lenders clustered within five 

miles of the base. Indeed, the number of payday lenders within the buffer zone on the 

Washington side increased to a total of 21 lenders within five miles from the base in 2009.  

                                                
43 Per Oregon law, the remaining payday lenders in the post-treatment period are also providing 
consumer credit at 36% APR plus fees up to an effective rate of 154%, so these loan products are 
also less costly than the pre-policy products.  
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Figure 4.3. Payday Lenders Near Portland, Oregon Military Installations before and after  
 2007 Policy Changes.  

 
Of course, these bases are in an urban area, and payday lenders within five miles of each 

base would also be serving Portland’s large civilian population. Within the analytic sample, these 

bases are on the smaller side and also likely have a higher share of reserve duty personnel 

working on base who would not be protected under the MLA.44 Nevertheless, Figure 4.3 

underscores how a more comprehensive policy change could reduce exposure to payday lenders 

                                                
44 These are Air National Guard and Army National Guard bases. The Military Lending Act 
pertains to active duty Army, Navy, Marine Corps, Coast Guard, and “full-time National Guard 
duty performed by a member of the National Guard pursuant to an order to full-time National 
Guard duty, for a period of 180 consecutive days or more for the purpose of organizing, 
administering, recruiting, instructing, or training the reserve components” (10 U.S.C 987; see 
https://www.law.cornell.edu/uscode/text/10/101). Of the Air National Guard members working 
on base at Portland IAP, about 25% are full time in a given month and meet the above 
requirements for protection (U.S. Air Force, n.d.).  
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for military servicemembers. In 2009, military servicemembers have much less exposure to 

payday lenders on the Oregon side of the MSA because of the expansive state-wide protections, 

but they continue to have substantial exposure on the Washington side.  

Payday Lender Perspectives. The effectiveness of Oregon law in terms of storefront 

closures is also apparent in publicly traded payday lenders’ annual reports to shareholders. These 

lenders cite the Oregon policy change as fundamentally incompatible with their business models. 

One wrote, “[a]s a result of legislation in Oregon that became effective in July 2007, we 

concluded that operating in that state was no longer economically viable and closed all of our 

Oregon centers” (Advance America 2008:16). Another stated, “[d]uring third quarter 2007, the 

Company closed all its branches in Oregon due to a new law that went into effect on July 1, 2007 

that effectively precludes payday loans” (QC Financial Holdings 2008:15).  

Meanwhile, these lenders had much less concern about the impacts of the MLA. Advance 

America (2008:17) noted that they “voluntarily ceased” issuing payday loans based on income 

from military service, and QC Financial Holdings (2007:42) simply wrote that they may see 

reduced revenue of less than $3 million because of the MLA (small change compared to their 

typical annual revenue of over $100 million). And, some payday lenders overtly disregarded the 

law. Unphased by the MLA, Dollar Financial Group introduced a new product in 2010 - the 

Military Installment Loan and Education Services (“MILES”) program – that explicitly targeted 

auto loan services to junior enlisted personnel. They partnered with US Bank45 to make these 

loans, and the company notes in its report to shareholders that it was strategically focused on 

areas “in close proximity to significant military installations” (2011:6). In 2013 the Consumer 

                                                
45US Bank has also financially supported Dollar Financial Group through commercial credit 
agreements for years (see Chapter Two).  



 

 122 

Financial Protection Bureau (CFPB)46 fined Dollar Financial Group and US Bank for violating 

the terms of the MLA with their (short-lived) MILES program. Together, the two financial 

companies were fined $6.5 million and ordered to pay restitution to more than 50,000 

servicemembers for “failing to properly disclose all fees….and for misrepresenting the true 

costs” of their loan services (CFPB 2013a). That same year, Cash America, another lender, was 

also fined for illegally extending payday loans at interest rates above 36% APR to over 300 

military families protected by the MLA (CFPB 2013b). 

Targeted vs. Universal Reforms for Financial Wellbeing 

As shown in this analysis, the 2007 MLA, a law that specifically targets active duty 

service members and a subset of loan products, was not sufficient to reduce military exposure to 

payday lenders. The DoD acknowledged that high-interest lending continued to plague troops, 

and they have since worked to strengthen the law. In 2016, a new and improved MLA went into 

effect, covering a much wider range of products, including open-ended loans and credit cards.47  

But will it work? The biggest takeaway from this analysis is that policies seeking to 

protect financially vulnerable populations may be most effective if laws apply to all consumers. 

The revised MLA still applies solely to active duty service members and their dependents, which 

means that payday lenders in military communities may stay put, marketing subprime products 

to reservists, veterans, and civilians in the area. Given that the 2007 version did not stop payday 

lenders from marketing other high-interest products to servicemembers (Department of Defense 

2014; Fox 2012), and in some cases, outright ignoring the law (CFPB 2013a, 2013b), the 

                                                
46 The CFPB, formed in 2011, was granted oversight authority for the Military Lending Act in 
2012.  
47 Compliance for credit card companies was not required until 2017 (Consumer Financial 
Protection Bureau 2016).  
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ongoing presence of payday lenders in military communities could continue to pose problems for 

service members. 

Government plays a critical role in shaping credit markets (Baradaran 2018; Dwyer 2018; 

Krippner 2017), and state and federal regulatory bodies have the ability to set basic lending 

protections and/or develop standard industry regulations. In passing the 2007 MLA and updating 

the law to enhance protections in 2016, Congress implicitly acknowledged that payday lenders 

and other non-bank services offering high-interest loan products are predatory and can worsen 

financial conditions for (military) households. But, the restrictive nature of the MLA resulted in 

limited safeguards. Protecting financially vulnerable populations from predatory inclusion 

(Seamster and Charon-Chénier 2017) may require more expansive legislation and regulation.  

 Although the Oregon interest rate cap demonstrated success in reducing Oregonians’ 

exposure to high-interest loans, proposing a similar interest rate cap at the federal level may not 

be the best solution. This study underscores the limitations of policy changes in the face of an 

industry that can easily adapt to and circumvent regulatory changes. Even with a federal interest 

rate cap, enforcement of products like online payday loans would be difficult (see, e.g, Kiel 

2013). Moreover, when payday lending is outright banned, many consumers simply shift 

laterally to other high-cost financial alternatives like bank overdrafts and bounced checks 

because they still do not have access to better options (Bhutta, Goldin, and Homonoff 2016; 

Morgan, Strain, and Seblani 2012). If a similar interest rate cap were introduced at the federal 

level, it’s likely that there would be an increase in the use of “fee-based” products, like bank 

overdrafts, which technically aren’t short-term loans but serve as a comparably expensive stop-

gap (Ferrari, Messeti, and Ren 2018). 
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Postal Banking. A better policy might be one that creates a low-cost alternative to payday 

lending without (or in addition to) explicit regulation of the industry. The most promising current 

proposal is postal banking, which could provide all consumers with basic access to financial 

services, creating a low-cost alternative to payday lending that is accessible to everyone 

(Baradaran 2015, 2018; US Postal Service 2014). Postal banking would make a set of non-bank 

financial services, including basic check cashing, savings accounts, prepaid cards, and small 

loans, available at post offices (Baradaran 2018). Post offices already process money orders, so 

this proposal can be viewed as a significant extension of existing services. The US Postal Service 

(USPS) currently proposes partnering with FDIC-insured bank(s) to begin offering these 

services, and sees postal financial services as complementing existing bank services, rather than 

replacing them (USPS 2014). Proposed short-term loans are expected to carry an APR of 28%, a 

fraction of what the average payday loan costs. Similar postal banking models have seen success 

in other countries, including the United Kingdom which offers postal banking in partnership with 

the Bank of Ireland and other private banks (Anderson 2013).  

Because post offices are located in every zip code, a postal banking solution ensures that 

every community has access to basic, low-cost financial services. USPS (2014) notes that 59% of 

post offices are in zip codes that have either no bank branches or just one bank branch; making 

basic financial services available at the post office would help improve accessibility in these 

areas. Moreover, the economies of scale and built-in infrastructure of the United States Postal 

Service combined with offering low-cost credit products has the potential to compete payday 

lenders out of business (Baradaran 2018).48  

                                                
48 This proposal also has the potential to revive the US Postal Service by bringing in an estimated 
$9 billion in annual revenue (US Postal Service 2014).  
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Extension to Military Post Offices. There is an opportunity for targeted military financial 

inclusion within this universal public option, which is analogous to policy work that calls for 

targeted benefits or services within universal policies to better support those most in need (see, 

e.g., Skocpol 1991). Postal banking could be extended to include Military Postal Service (MPS) 

offices that are on military bases in addition to post offices within the broader community.49 The 

Military Postal Service has an office on every base across the country, and, like the USPS, 

currently processes electronic remittances (Department of Defense 2018). Thus, the MPS has the 

infrastructure to implement these proposed financial services.   

Currently, the military offers Military Relief Services that provide on-base access to 

short-term loans at low costs, but servicemembers must be active duty to obtain a loan and there 

are limits to the number of times they can use this service (see, e.g., Navy-Marine Corps Relief 

Society n.d.). Moreover, an internal survey found that a majority of servicemembers (60%) felt 

they would be “embarrassed” to use this service and half thought that their commanding officer 

would find out (Department of Defense 2014:12). Low-cost credit services available through 

routine transactions at the post office on base could provide a new on-base alternative that may 

alleviate stigma and concerns about disciplinary action in accessing short-term loans. Postal 

banking services through MPS would also be available to all personnel working or living on 

bases, regardless of active duty status. This solution combined with the MLA could be sufficient 

to reduce payday lender presence in military communities, effectively eliminating the bears on 

the trout stream by providing an easily accessible and lower-cost alternative for active duty 

                                                
49 The MPS is an extension of the US Postal Service (USPS) and is required to follow USPS 
rules and regulations (United States Army Human Resources Command 2018). 
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service members and their dependents, as well as reservists and civilian employees working on 

base.  

There are many challenges in developing social policies that will protect vulnerable 

groups from high-cost and/or predatory credit products. My findings show that the best 

protections may be the ones that are available for all consumers. Indeed, the development of a 

low-cost, public alternative could be the best way to ensure all consumers, regardless of location, 

can access quality financial services. 
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Figure 4.A1. Payday Lender Counts Prior to Policy Implementation, 2003 - 2006.  
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Table 4.A1. Predicted Likelihoods of Closures in the Pre-Treatment Period (2004 – 2006). 

 
  

    
3-Mile Base 
Threshold 

5-Mile Base 
Threshold 

10-Mile Base 
Threshold 

Continuous 
Distance 

    Model 1 Model 2 Model 3 Model 4 
    Coeff. SE Coeff. SE Coeff. SE Coeff. SE 
Base Distance                  

  
Within 3 Miles (1 
= yes; 0 = no)  0.03 0.02 -- -- -- -- -- -- 

  
Within 5 Miles (1 
= yes; 0 = no)  -- -- 0.03 0.02 -- -- -- -- 

  
Within 10 Miles (1 
= yes; 0 = no)  -- -- -- -- 0.03 0.01 -- -- 

  
Continuous 
Distance  -- -- -- -- -- -- 0.000 0.000 

State                  
  Washington (ref.) -- -- -- -- -- -- -- -- 
  Colorado  0.01 0.01 0.01 0.01 0.02 0.01 0.01 0.02 
  Oregon -0.01 0.02 -0.01 0.02 -0.01 0.02 -0.01 0.02 
                    
Time Varying 
Controls           
  Log Population  Y  Y  Y  Y   

  
Log Population 
Squared          

  
Log Median HH 
Income  Y  Y  Y  Y   

  

Share 
Black/Hispanic 
Households Y  Y  Y  Y   

  
County 
Unemployment  Y  Y  Y  Y   

           
N = 4,825 storefront-years; 2,006 payday lender storefronts. Random effects regressions; 
restricted to years 2004 – 2006.  
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Table 4.A2. Comparing Payday Lenders within Five Miles of Base to Those More than 20 Miles 
Away. 
     
    Coeff. SE 
Post-Treatment Period      (1 = 2007 
- 2009; 0 = 2004 - 2006)  0.04* 0.02 
Base Distance X Post-Treatment 
Period     

  
More than 20 Miles 
from Base (ref.)  -- -- 

  
Between 6 and 20 Miles 
from Base -0.03 0.02 

  
Within 5 Miles from 
Base -0.01 0.03 

State X Post-Treatment Period     
  Washington (ref.) -- -- 
  Colorado  0.06** 0.02 
  Oregon 0.44*** 0.02 
Base Distance (Under 5 Miles) X 
State X Post-Treatment Period     
  Washington (ref.) -- -- 
  Colorado -0.06 0.04 
  Oregon -0.12* 0.05 
Time Varying Controls      
  Log Population  −**   
  Log Population Squared +**   

  
Log Median Household 
Income  +***   

  
Share Black/Hispanic 
Households +***   

  
County Unemployment 
Rate +   

N = 8,968 storefront-years; 2,244 payday lender 
storefronts.  
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Table 4.A3. Comparing Payday Lender Closures Near Large Bases and Small Bases, Colorado 
and Washington. 
     
    Coeff. SE 
Post-Treatment Period      (1 = 2007 
- 2009; 0 = 2004 - 2006)  0.07 0.04 

Base Size X Post-Treatment Period     

  
Fewer than 10,000 
Personnel (ref.)  -- -- 

  
20,000 Personnel or 
More -0.01 0.06 

State X Post-Treatment Period     
  Washington (ref.) -- -- 
  Colorado  -0.06 0.05 
Base Size X State X Post-
Treatment Period     
  Washington (ref.) -- -- 
  Colorado 0.05 0.07 
Time Varying Controls      
  Log Population  −   
  Log Population Squared +   

  
Log Median Household 
Income  +*   

  
Share Black/Hispanic 
Households +***   

  
County Unemployment 
Rate +   

N = 1,478 storefront-years; 364 payday lender 
storefronts. Sample restricted to payday lenders within 5 
miles of each base. All bases have either fewer than 
10,000 personnel or more than 20,000.   

 
 
 
  



 

 131 

REFERENCES 
 

Abbott, Andrew. 2005. “Linked Ecologies: States and Universities as Environments for 
Professions.” Sociological Theory 23(3):245–74. 

 
ACE Cash Express. 2001. Form 10-K 2001. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2002. Form 10-K 2002. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2005. Form 10-K 2005. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2006. Form 10-K 2006. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
Advance America. 2004a. Form 424-B1 2004. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2004b. Form 424-B1 2004, Exhibit 10.1 Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2006. Form 10-K 2005. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2007. Form 10-K 2006. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2008. Form 10-K 2007. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2009. Form 10-K 2008. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2012. Form 10-K 2011. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
Allen, Franklin and Ana Babus. 2009. “Networks in Finance.” Pp. 367-382 in The Network 

Challenge: Strategy, Profit and Risk in an Interlinked World. Edited by Paul R. 
Kleindorfer and Yoram Wind.  

 
American Bankers Association. 2007. Comment on “Limitations on Terms of Consumer Credit 

to Service Members and Dependents, 72 Federal Register 18157.” January 5. Retrieved 
April 23, 2019 at 



 

 132 

https://www.aba.com/archive/Comment_Letter_Archive/Comment%20Letter%20Archiv
e/dod-talent-amendment-payday-law-1507.pdf 

 
Anderson, John. 2013. Why Canada Needs Postal Banking. Ottawa, Ontario: Canadian Centre 

for Policy Alternatives. 
 
Andriotis, AnnaMaria and Peter Rudegeair. 2017. “Bank Overdraft-Fee Revenue Bounces 

Back.” Wall Street Journal, March 16. 
 
Angrist, Joshua D. and Jörn-Steffen Pischke. 2008. Mostly Harmless Econometrics: An 

Empiricist’s Companion. Princeton University Press. 
 
Anselin, Luc. 2013. Spatial Econometrics: Methods and Models. Netherlands: Springer Science 

& Business Media. 
 
Anselin, Luc, Julie Le Gallo, and Hubert Jayet. 2008. “Spatial Panel Econometrics.” Pp. 625–60 

in The Econometrics of Panel Data: Advanced Studies in Theoretical and Applied 
Econometrics. Vol. 46. Germany: Springer Berlin. 

 
Ashton, Adam. 2011. “Census Undercount of Overseas Troops Could Cost Base Towns.” 

McClatchy, February 7. 
 
Avery, Robert B., Raphael W. Bostic, Paul S. Calem, and Glenn B. Canner. 1999. 

“Consolidation and Bank Branching Patterns.” Journal of Banking & Finance 
23(2):497–532. 

 
Baker, Wayne E. 1990. “Market Networks and Corporate Behavior.” American Journal of 

Sociology 96(3):589–625. 
 
Baradaran, Mehrsa. 2015. How the Other Half Banks: Exclusion, Exploitation and the Threat to 

Democracy. Cambridge, MA: Harvard University Press.  
 
______. 2018. “Postal Banking’s Public Benefits.” American Affairs Journal 2(3). 
 
Barrett, Paul. 2017. “The Business of Litigation Finance is Booming.” Bloomberg News. May 

30. Retrieved July 14, 2018. (https://www.bloomberg.com/news/articles/2017-05-30/the-
business-of-litigation-finance-is-booming) 

 
Barth, James R., Jitka Hilliard, John S. Jahera, and Yanfei Sun. 2016. “Do State Regulations 

Affect Payday Lender Concentration?” Journal of Economics and Business 84:14–29. 
 
Been, Vicki, Ingrid Ellen, and Josiah Madar. 2009. “The High Cost of Segregation: Exploring 

Racial Disparities in High-Cost Lending.” Fordham Urban Law Journal 36:361–94.  
 
Berger, Allen N. and Astrid A. Dick. 2007. “Entry into Banking Markets and the Early-Mover 

Advantage.” Journal of Money, Credit & Banking 39(4):775–807. 



 

 133 

 
Bhutta, Neil, Jacob Goldin, and Tatiana Homonoff. 2016. “Consumer Borrowing after Payday 

Loan Bans.” The Journal of Law and Economics 59(1):225–59.  
 
Bird, Robert C. and John D. Knopf. 2015. “The Impact of Local Knowledge on Banking.” 

Journal of Financial Services Research 48(1):1–20. 
 
Bissell, Kristie L., Robert L. Crosslin, and James L. Hathaway. 2010. Military Families and 

Their Housing Choices. HCS80T2. LMI Consulting. 
 
Brady, David and Rebekah Burroway. 2012. “Targeting, Universalism, and Single-Mother 

Poverty: A Multilevel Analysis Across 18 Affluent Democracies.” Demography 
49(2):719–46. 

 
Breitenstein, Eric and John McGee. 2015. “Brick and Mortar Banking Remains Prevalent in an 

Increasingly Virtual World.” FDIC Quarterly 9(1): 37-51.  
 
Brevoort, Kenneth P. and Timothy H. Hannan. 2006. “Commercial Lending and Distance: 

Evidence from Community Reinvestment Act Data.” Journal of Money, Credit and 
Banking 38(8):1991–2012. 

 
Budnitz, Mark E. 2007. “The Federalization and Privatization of Public Consumer Protection 

Law in the United States: Their Effect on Litigation and Enforcement.” Georgia State 
University Law Review 24:663–92. 

 
Bureau of Labor Statistics. 2018. Local Area Unemployment Statistics. [Dataset]. 

https://www.bls.gov/lau/lauov.htm 
 
Burkey, Mark L. and Scott P. Simkins. 2004. “Factors Affecting the Location of Payday Lending 

and Traditional Banking Services in North Carolina.” The Review of Regional Studies 
34(2):191–205.  

 
Burt, Ronald S. 1992. Structural Holes: The Social Structure of Competition. Cambridge, MA: 

Harvard University Press. 
 
Cameron, A. Colin, and Pravi K. Trivedi. 2010. Microeconometrics Using Stata. Revised 

Edition. College Station, Texas: Stata Press.  
 
Carrell, Scott E. and Jonathan Zinman. 2008. “In Harm’s Way? Payday Loan Access and 

Military Personnel Performance.” 
 
Carroll, Glenn R. and Michael T. Hannan. 2000. The Demography of Corporations and 

Industries. Princeton, NJ: Princeton University Press.  
 
Carruthers, Bruce G. and Jeong-Chul Kim. 2011. “The Sociology of Finance.” Annual Review of 

Sociology 37(1):239–59.  



 

 134 

 
Carter, Susan Payne and William Skimmyhorn. 2016. “Much Ado about Nothing? New 

Evidence on the Effects of Payday Lending on Military Members.” The Review of 
Economics and Statistics 99(4):606–21. 

 
Cash America. 2008. Form 10-K 2007. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
Caskey, John. 2001. “Payday Lending.” Journal of Financial Counseling and Planning 12(2). 
 
_____. 2005. “Fringe Banking and the Rise of Payday Lending.” Pp. 17-45 in Credit Markets for 

the Poor. Edited by Patrick Bolton and Howard Rosenthal. New York: Russell Sage 
Foundation  

 
Celerier, Claire and Adrien Matray. 2018. Bank-Branch Supply, Financial Inclusion and Wealth 

Accumulation. SSRN Scholarly Paper. ID 2392278. Rochester, NY: Social Science 
Research Network. 

 
Charron-Chénier, Raphaël. 2018. “Payday Loans and Household Spending: How Access to 

Payday Lending Shapes the Racial Consumption Gap.” Social Science Research  
 
Check into Cash. 1998. Form S-1. Retrieve from SEC EDGAR database. 

http://www.sec.gov/edgar.shtml.  
 
Chi, Guangqing and Jun Zhu. “Spatial Regression Models for Demographic Analysis.” 

Population Research Policy Review 27:17–42.  
 
Clever, Molly and David R. Segal. 2013. “The Demographics of Military Children and 

Families.” The Future of Children 23(2):13–39. 
 
Clifford, David. 2018. “Neighborhood Context and Enduring Differences in the Density of 

Charitable Organizations: Reinforcing Dynamics of Foundation and Dissolution.” 
American Journal of Sociology 123(6):1535–1600. 

 
Cohen, Lauren, Andrea Frazzini, and Christopher Malloy. 2008. “The Small World of Investing: 

Board Connections and Mutual Fund Returns.” Journal of Political Economy 116(5): 
951–979.  

 
Cohen, Lauren, Christopher Malloy, and Quoc Nguyen. 2018. “Lazy Prices.” National Bureau of 

Economic Research Working Paper Series. Working Paper 25804: 1-67.  
 
Colorado Uniform Consumer Credit Code (UCCC). 2010. Summary Information from the 

Ongoing UCCC Study of Colorado’s Payday Loan Industry and Consumers. Denver, 
CO. March 2.  

 



 

 135 

Colorado Uniform Consumer Credit Code 5-3.1-108(5), C.R.S. 2018. Retrieved at 
http://leg.colorado.gov/sites/default/files/images/olls/crs2018-title-05.pdf 

 
Connor, Kevin and Matthew Skomarovsky. 2010. The Predators’ Creditors: How the Biggest 

Banks Are Bankrolling the Payday Loan Industry. Public Accountability Initiative. 
Retrieved November 17, 2016 (http://public-accountability.org/wp-
content/uploads/2011/09/payday-final-091410.pdf).  

 
Consumer Financial Protection Bureau. 2013a. “CFPB Orders Auto Lenders to Refund 

Approximately $6.5 Million to Servicemembers.” June 27. Retrieved from 
https://www.consumerfinance.gov/about-us/newsroom/cfpb-orders-auto-lenders-to-
refund-approximately-6-5-million-to-servicemembers/.  

 
______. 2013b. “Consumer Financial Protection Bureau Takes Action Against Payday Lender 

For Robo-Signing.” November 20. Retrieved from 
https://www.consumerfinance.gov/about-us/newsroom/consumer-financial-protection-
bureau-takes-action-against-payday-lender-for-robo-signing/. 

 
______. 2016. “What Types of Loans Are Covered under the Military Lending Act?” Consumer 

Financial Protection Bureau. Retrieved March 3, 2019 
(https://www.consumerfinance.gov/ask-cfpb/what-types-of-loans-are-covered-under-the-
military-lending-act-en-1785/). 

 
Cooney, Richard, Karin De Angelis, and Mady Wechsler Segal. 2011. “Moving with the 

Military: Race, Class, and Gender Differences in the Employment Consequences of Tied 
Migration.” Race, Gender & Class 18(1/2):360–84. 

 
Cowley, Stacy and Emily Flitter. 2018. “Regulator Urges Banks to Compete With Payday 

Lenders.” The New York Times, May 23. 
 
Damar, H. Evren. 2009. “Why Do Payday Lenders Enter Local Markets? Evidence from 

Oregon.” Review of Industrial Organization 34(2):173–91.  
 
Desai, Chintal A. and Gregory Elliehausen. 2017. “The Effect of State Bans of Payday Lending 

on Consumer Credit Delinquencies.” The Quarterly Review of Economics and Finance 
64: 94-107.  

 
Desmond, Matthew. 2016. Evicted: Poverty and Profit in the American City. New York: Crown 

Publishers. 
 
Dollar Financial Group. 2005. Form 8-K, Exhibit 99.1. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2008. Form 10-K 2008. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 



 

 136 

_____. 2009. Form 10-K 2009. Retrieved from SEC EDGAR database 
http://www.sec.gov/edgar.shtml.  

 
_____. 2010. Form 10-K 2010. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
 
Douglas, Danielle. 2014. “Wells Fargo, U.S. Bank to End Deposit Advance Loans, Citing 

Tougher Regulation.” Washington Post. January 17.  
 
Douglas, Erin. 2017. “Lenders and Borrowers Finding Way around Colorado Payday Loan 

Reforms, Research Finds.” The Denver Post. August 3.  
 
Dwyer, Rachel E. 2018. “Credit, Debt, and Inequality.” Annual Review of Sociology 44(1):237–

61. 
 
EZCorp. 2004. Form 10-Q, Exhibit 10.1. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2006. Form 10-K 2006. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
Faber, Jacob W. 2016. “Cashing in on Distress: The Expansion of Fringe Financial Institutions 

During the Great Recession.” Urban Affairs Review: 1-34. 
doi.org/10.1177/1078087416684037.  

 
Faber, Jacob and Terri Friedline. 2018. The Racialized Costs of Banking. New America Family 

Centered Social Policy. Washington, DC. 
 
Federal Deposit Insurance Corporation (FDIC). 2005. Guidelines for Payday Lending. Retrieved 

January 8, 2018 (https://www.fdic.gov/news/news/financial/2005/fil1405a.html). 
 
_____. 2008. FDIC Study of Bank Overdraft Programs. 
 
_____. 2012. 2011 Survey of Banks’ Efforts to Serve the Unbanked and Underbanked. 

Washington D.C. 
 
_____. 2016. FDIC Consumer Compliance Examination Manual. Section V. Military Lending 

Act: 13.1 – 13.7. Washington D.C. 
 
_____. 2017. Summary of Deposits [Database]. Washington, DC. 

https://www5.fdic.gov/sod/dynaDownload.asp?barItem=6  
 
Ferrari, Aurora, Oliver Masseti, and Jiemin Ren. 2018. Interest Rate Caps: The Theory and the 

Practice. World Bank Group Policy Working Paper 8398.  
 



 

 137 

Fifth Third Bank. 2017. Early Access: Summary of Key Features. Retrieved July 13, 2018. 
(https://www.53.com/content/dam/fifth-third/docs/legal/2017-EAX-TC.pdf) 

 
Fligstein, Neil and Adam Goldstein. 2015. “The Emergence of a Finance Culture in American 

Households, 1989–2007.” Socio-Economic Review 13(3):575–601. 
 
Fourcade, Marion and Kieran Healy. 2013. “Classification Situations: Life-Chances in the 

Neoliberal Era.” Accounting, Organizations and Society 38(8):559–72. 
 
Fowler, Christopher S., Jane K. Cover, and Rachel Garshick Kleit. 2014. “The Geography of 

Fringe Banking.” Journal of Regional Science 54(4):688–710.  
 
Fox, Jean Ann. 2004. Unsafe and Unsound: Payday Lenders Hide Behind FDIC Bank Charters 

to Peddle Usury. Consumer Federation of America. 
 
Freeman, John H. and Pino G. Audia. 2006. “Community Ecology and the Sociology of 

Organizations.” Annual Review of Sociology 32(1):145–69. 
 
French, Sean and Andrew Leyshon. 2012. “Dead Pledges: Mortgaging Time and Space.” Pp. 

357–75 in The Oxford Handbook of the Sociology of Finance, edited by K. K. Cetina 
and A. Preda. Oxford, United Kingdom: Oxford University Press. 

 
Friedline, Terri, Mathieu Despard, and Stacia West. 2017. Navigating Day-to-Day Finances: A 

Geographic Investigation of Brick-and-Mortar Financial Services and Households’ 
Financial Health. University of Kansas, Center on Assets, Education, & Inclusion 
(AEDI) Report. Lawrence, KS. 

 
Friedline, Terri and Nancy Kepple. 2017. “Does Community Access to Alternative Financial 

Services Relate to Individuals’ Use of These Services? Beyond Individual 
Explanations.” Journal of Consumer Policy 40(1):51–79. 

 
Gallmeyer, Alice and Wade T. Roberts. 2009. “Payday Lenders and Economically Distressed 

Communities: A Spatial Analysis of Financial Predation.” The Social Science Journal 
46(3):521–38. 

 
Glancy, David. 2015. “Measuring Spatial Banking Competition.” Working Manuscript.  
 
Goldstein, Adam and Neil Fligstein. 2010. “The Anatomy of the Mortgage Securitization Crisis.” 

Pp. 29–70 in Markets on Trial: The Economic Sociology of the U.S. Financial Crisis: 
Part A, vol. 30 Part A, Research in the Sociology of Organizations. Emerald Group 
Publishing Limited. Retrieved March 11, 2018 (https://www-emeraldinsight-
com/doi/full/10.1108/S0733-558X%282010%29000030A006). 

 
Goodstein, Ryan M. and Sherrie L. W. Rhine. 2017. “The Effects of Bank and Nonbank Provider 

Locations on Household Use of Financial Transaction Services.” Journal of Banking & 
Finance 78:91–107. 



 

 138 

 
Granovetter, Mark. 2005. “The Impact of Social Structure on Economic Outcomes.” The Journal 

of Economic Perspectives 19(1):33–50. 
 
Graves, Steven M. 2003. “Landscapes of Predation, Landscapes of Neglect: A Location Analysis 

of Payday Lenders and Banks.” The Professional Geographer 55(3):303–17.  
 
Graves, Steven M. and Christopher L. Peterson. 2005. “Predatory Lending and the Military: The 

Law and Geography of Payday Loans in Military Towns.” Ohio State Law Journal 
66:653–832. 

 
Greve, Henrich R. 2002. “An Ecological Theory of Spatial Evolution: Local Density 

Dependence in Tokyo Banking, 1894–1936.” Social Forces 80(3):847–79. 
 
Hacker, Jacob S. 2006. The Great Risk Shift: The New Economic Insecurity and the Decline of 

the American Dream. Oxford, United Kingdom: Oxford University Press. 
 
Hall, Matthew, Kyle Crowder, and Amy Spring. 2015. “Neighborhood Foreclosures, 

Racial/Ethnic Transitions, and Residential Segregation.” American Sociological Review 
80(3):526–49. 

 
Hannan, Michael T. and John Freeman. 1977. “The Population Ecology of Organizations.” 

American Journal of Sociology 82(5):929–64. 
 
Hannan, Timothy H. 2006. “Retail Deposit Fees and Multimarket Banking.” Journal of Banking 

& Finance 30(9):2561–78. 
 
Haveman, Heather A. 1993. “Follow the Leader: Mimetic Isomorphism and Entry Into New 

Markets.” Administrative Science Quarterly 38(4):593–627. 
 
Hecht, John. 2014.“Alternative Financial Services: Innovating to Meet Customer Needs in an 

Evolving Regulatory Framework.” Presented at the Consumer Financial Services 
Association Annual Meeting, February 27. Retrieved November 21, 2017. 
(http://cfsaa.com/Portals/0/cfsa2014_conference/Presentations/CFSA2014_THURSDAY
_GeneralSession_JohnHecht_Stephens.pdf)  

 
Hegerty, Scott W. 2016. “Commercial Bank Locations and ‘Banking Deserts’: A Statistical 

Analysis of Milwaukee and Buffalo.” The Annals of Regional Science 56(1):253–71. 
 
Hellwig, Diane. 2005. “Exposing the Loansharks in Sheep’s Clothing: Why Re-Regulating the 

Consumer Credit Market Makes Economic Sense. Notre Dame Law Review 80(4): 1567- 
1612. 

 
Hite Julie M. and Hesterly William S. 2001. “The Evolution of Firm Networks: From Emergence 

to Early Growth of the Firm.” Strategic Management Journal 22(3):275–86. 
 



 

 139 

Hodson, Randy, Rachel E. Dwyer, and Lisa A. Neilson. 2014. “Credit Card Blues: The Middle 
Class and the Hidden Costs of Easy Credit.” The Sociological Quarterly 55(2):315–40.  

 
Hwang, Jackelyn, Michael Hankinson, and Kreg Steven Brown. 2015. “Racial and Spatial 

Targeting: Segregation and Subprime Lending within and across Metropolitan Areas.” 
Social Forces 93(3):1081–1108. 

 
Iori, Giulia and Rosario N. Mantegna. 2018. “Chapter 11 - Empirical Analyses of Networks in 

Finance.” Pp. 637–85 in Handbook of Computational Economics. Vol. 4, Handbook of 
Computational Economics, edited by C. Hommes and B. LeBaron. Elsevier. 

 
Kiel, Paul. 2013. “Whack-a-Mole: How Payday Lenders Bounce Back When States Crack 

Down.” ProPublica, August 6. Retrieved February 25, 2019 
(https://www.propublica.org/article/how-payday-lenders-bounce-back-when-states-crack-
down).  

 
Krippner, Greta R. 2017. “Democracy of Credit: Ownership and the Politics of Credit Access in 

Late Twentieth-Century America.” American Journal of Sociology 123(1):1–47. 
 
Krugman, P. 1998. “What’s New about the New Economic Geography?” Oxford Review of 

Economic Policy 14(2):7–17. 
 
Lawrence, Edward C. and Gregory Elliehausen. 2008. “A Comparative Analysis of Payday Loan 

Customers.” Contemporary Economic Policy 26(2):299–316.  
 
Lee, Jonghee and Kyoung Tae Kim. 2017. “The Increase in Payday Loans and Damaged Credit 

after the Great Recession.” Journal of Family and Economic Issues 1–10. 
 
Lee, Lung-fei and Jihai Yu. 2016. “Identification of Spatial Durbin Panel Models.” Journal of 

Applied Econometrics 31(1):133–62. 
 
Leyshon, Andrew, Dawn Burton, David Knights, Catrina Alferoff, and Paola Signoretta. 2004. 

“Towards an Ecology of Retail Financial Services: Understanding the Persistence of 
Door-to-Door Credit and Insurance Providers.” Environment and Planning A: Economy 
and Space 36(4):625–45. 

 
Leyshon, Andrew and Nigel Thrift. 1995. “Geographies of Financial Exclusion: Financial 

Abandonment in Britain and the United States.” Transactions of the Institute of British 
Geographers 20(3):312–41.  

 
Logan, John R. 2012. “Making a Place for Space: Spatial Thinking in Social Science.” Annual 

Review of Sociology 38(1):507–24. 
 
Logan, John R. and Harvey Luskin Molotch. 1987. Urban Fortunes: The Political Economy of 

Place. University of California Press. 
 



 

 140 

Logan, John R., Zengwang Xu, and Brian Stults. 2012. “Interpolating U.S. Decennial 
Census Tract Data from as Early as 1970 to 2010: A Longitudinal Tract Database.” 
Professional Geographer 66(3): 412–20. 

 
Lomi, Alessandro. 1995. “The Population Ecology of Organizational Founding: Location 

Dependence and Unobserved Heterogeneity.” Administrative Science Quarterly 
40(1):111–44. 

 
Mann, Ronald J. and Jim Hawkins. 2006. “Just until Payday.” UCLA Law Review 54:855–912. 
 
Manson, Steven, Jonathan Schroeder, David Van Riper, and Steven Ruggles. 2017. IPUMS 

National Historical Geographic Information System: Version 12.0 [Database]. 
Minneapolis: University of Minnesota. http://doi.org/10.18128/D050.V12.0.  

 
McKernan, Signe-Mary, Caroline Ratcliffe, and Daniel Kuehn. 2013. “Prohibitions, Price Caps, 

and Disclosures: A Look at State Policies and Alternative Financial Product Use.” 
Journal of Economic Behavior & Organization 95:207–23. 

 
McWilliams, Jelena. 2018.“Remarks by Jelena McWilliams Chairman Federal Deposit Insurance 

Corporation.” Presented at the Office of Financial Research and the University of 
Michigan’s Center on Finance, Law, and Policy Fourth Annual Financial Stability 
Conference, Washington, D.C., November 15, Washington, D.C. 

 
Melzer, Brian T. 2011. “The Real Costs of Credit Access: Evidence from the Payday Lending 

Market.” The Quarterly Journal of Economics 126(1):517–55. 
 
Morduch, Jonathan and Rachel Schneider. 2017. The Financial Diaries: How American Families 

Cope in a World of Uncertainty. Princeton, N.J.: Princeton University Press.  
 
Morgan, Donald P. and Michael Strain. 2008. Payday Holiday: How Households Fare after 

Payday Credit Bans. Federal Reserve Bank of New York Staff Report SR309. New York, 
NY: Federal Reserve Bank of New York. 

 
Morgan, Donald P., Michael R. Strain, and Ihab Seblani. 2012. “How Payday Credit Access 

Affects Overdrafts and Other Outcomes.” Journal of Money, Credit and Banking 44(2–
3):519–31. 

 
Mui, Yian Q. 2012. “Wells Fargo, Justice Department Settle Discrimination Case for $175 

Million.” Washington Post. July 12.  
 
Miller, Steven C. 2014. A Syndicated Loan Primer. Standard and Poor’s Capital IQ, New York, 

New York. 
 
Mizruchi, Mark S. and Linda Brewster Stearns. 2001. “Getting Deals Done: The Use of Social 

Networks in Bank Decision-Making.” American Sociological Review 66(5):647–71. 
 



 

 141 

Navy-Marine Corps Relief Society. n.d. “Quick Assist Loans (QALs) - Emergency Financial 
Assistance - NMCRS.” Retrieved March 3, 2019 (http://www.nmcrs.org/pages/quick-
assist-loan-qal). 

 
Negro, Giacomo, Fabiana Visentin, and Anand Swaminathan. 2014. “Resource Partitioning and 

the Organizational Dynamics of ‘Fringe Banking.’” American Sociological 
Review 79(4):680–704.  

 
Oregon Division of Finance and Corporate Securities. 2006. 2006 Stakeholder Report. Salem, 

OR.  
 
Pager, Devah and Hana Shepherd. 2008. “The Sociology of Discrimination: Racial 

Discrimination in Employment, Housing, Credit, and Consumer Markets.” Annual 
Review of Sociology 34:181–209. 

 
Park, Robert E. 1939. “Symbiosis and Socialization: A Frame of Reference for the Study of 

Society.” American Journal of Sociology 45(1):1–25. 
 
Peterson, Christopher L. 2003. “Truth, Understanding, and High-Cost Consumer Credit: The 

Historical Context of the Truth in Lending Act.” Florida Law Review 55:807–904. 
 

_____. 2008. “Usury Law, Payday Loans, and Statutory Sleight of Hand: Salience Distortion in 
American Credit Pricing Limits.” Minnesota Law Review 92:1110–64. 

 
Petraeus, Hollister K. 2013. Hollister K. Petraeus Before the U.S. Senate Committee on 

Commerce, Science & Transportation. Washington, D.C. Retrieved from 
https://www.consumerfinance.gov/about-us/newsroom/hollister-k-petraeus-before-the-u-
s-senate-committee-on-commerce-science-transportation/ 

 
The Pew Charitable Trusts. 2012. Payday Lending in America: Who Borrows, Where They 

Borrow, and Why. Washington D.C. 
 
_____. 2014. State Payday Loan Regulation and Usage Rates. Washington, D.C.  
 
_____. 2016. Payday Loan Facts and the CFPB’s Impact. Washington, D.C. 
 
Pike, Andy and Jane Pollard. 2010. “Economic Geographies of Financialization” Economic 

Geography 86(1):29–51. 
 
Podolny, Joel M. 2001. “Networks as the Pipes and Prisms of the Market.” American Journal of 

Sociology 107(1):33–60. 
 
Podolny, Joel M. and Karen L. Page. 1998. “Network Forms of Organization.” Annual Review of 

Sociology 24(1):57–76. 
 



 

 142 

Popp Berman, Elizabeth and Abby Stivers. 2016. “Student Loans as a Pressure on U.S. Higher 
Education.” Pp. 129–60 in The University Under Pressure. Vol. 46, Research in the 
Sociology of Organizations. Emerald Group Publishing Limited. 

 
Powell, Walter W. 1991. “Markets as Networks.” Research in Organizational Behavior 12: 295-

336. 
 
Powell, Walter W. 1996. “Inter-Organizational Collaboration in the Biotechnology Industry.” 

Journal of Institutional and Theoretical Economics (JITE) / Zeitschrift Für Die Gesamte 
Staatswissenschaft 152(1):197–215. 

 
Prager, Robin A. 2014. “Determinants of the Locations of Alternative Financial Service 

Providers.” Review of Industrial Organization 45(1):21–38. 
 
QC Financial Holdings. 2007. Form 8-K 2006, Exhibit 10.1. Retrieved from SEC EDGAR 

database http://www.sec.gov/edgar.shtml.  
 
_____. 2008. Form 10-K 2007. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2012. Form 10-K 2011. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2014. Form 10-K 2013. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
_____. 2015. Form 10-K 2014. Retrieved from SEC EDGAR database 

http://www.sec.gov/edgar.shtml.  
 
Office of the Comptroller of the Currency (OCC). 2002. “OCC Takes Action Against ACE Cash 

Express, Inc. and Goleta National Bank.” Retrieved May 3, 2018 
(https://www.occ.treas.gov/news-issuances/news-releases/2002/nr-occ-2002-85.html). 

 
_____. 2003. “Peoples National Bank to Pay $175,000 Civil Money Penalty And End Payday 

Lending Relationship with Advance America.” Retrieved May 3, 2018 
(https://www.occ.treas.gov/news-issuances/news-releases/2003/nr-occ-2003-6.html). 

 
_____. 2013. Guidance on Supervisory Concerns and Expectations Regarding Deposit Advance 

Products. 
 
_____. 2018. “Comptroller Urges Banks to Meet Consumers’ Short-Term, Small-Dollar Credit 

Needs.” Retrieved April 23, 2019 (https://www.occ.treas.gov/news-issuances/news-
releases/2018/nr-occ-2018-51.html). 

 
Rappeport, Alan. 2018. “Payday Rules Relax on Trump’s Watch After Lobbying by Lenders.” 

The New York Times, February 2. 



 

 143 

 
Rivlin, Gary. 2010. Broke, USA: From Pawnshop to Poverty, Inc. New York, NY: Harper.  
 
Rudegeair, Peter, Rachel Louise Ensign, and Coulter Jones. 2018. “Big Banks Find a Back Door 

to Finance Subprime Loans.” Wall Street Journal, April 10.  
 
Rugh, Jacob S. and Douglas S. Massey. 2010. “Racial Segregation and the American Foreclosure 

Crisis.” American Sociological Review 75(5):629–51. 
 
Schanze, Erich. 1993. “Symbiotic Arrangements.” Journal of Institutional and Theoretical 

Economics (JITE) 149(4):691–97. 
 
Schmall, Theresa and Eva Wolkowitz. 2016. 2016 Financially Underserved Market Size Study. 

Center for Financial Services Innovation. 
 
Seamster, Louise and Raphaël Charron-Chénier. 2017. “Predatory Inclusion and Education Debt: 

Rethinking the Racial Wealth Gap.” Social Currents 4(3): 199-207. 
 
Servon, Lisa. 2017. The Unbanking of America. New York, NY: Houghton Mifflin Harcourt.  
 
Shane, Scott and Daniel Cable. 2002. “Network Ties, Reputation, and the Financing of New 

Ventures.” Management Science 48(3):364–81. 
 
Simpson, Wayne and Jerry Buckland. 2016. “Dynamics of the Location of Financial Institutions: 

Who Is Serving the Inner City?” Economic Development Quarterly 30(4):358–70. 
 
Skiba, Paige Marta and Jeremy Tobacman. n.d. “Do Payday Loans Cause Bankruptcy?” 

Vanderbilt Law and Economics Research Paper No. 11-13. 
 
Skiba, Paige Marta and Jean Xiao. 2017. “Consumer Litigation Funding: Just Another Form of 

Payday Lending?” Law and Contemporary Problems 80(3):117–45. 
 
Skimmyhorn, William L. 2016. “Comparing Military and Civilian Household Finances: 

Descriptive Evidence from Recent Surveys.” Journal of Consumer Affairs 50(2):471–83. 
 
Skocpol, Theda. 1991. “Targeting within Universalism: Politically Viable Policies to Combat 

Poverty in the United States.” in The Urban Underclass, edited by C. Jencks and P. E. 
Peterson. Washington, D.C.: Brookings Institution Press. 

 
Solomon, Ukibe, N., I. Mbanugo James, N. O. Alphonsus, and R. U. Nkiruka. 2015. A Review of 

Host-Parasite Relationships.  
 
Sorenson, Olav and Toby E. Stuart. 2001. “Syndication Networks and the Spatial Distribution of 

Venture Capital Investments.” American Journal of Sociology 106(6):1546–88. 
 



 

 144 

Spires, Anthony J. 2011. “Contingent Symbiosis and Civil Society in an Authoritarian State: 
Understanding the Survival of China’s Grassroots NGOs.” American Journal of 
Sociology 117(1):1–45. 

 
Squires, Gregory D. and Charis E. Kubrin. 2005. “Privileged Places: Race, Uneven Development 

and the Geography of Opportunity in Urban America.” Urban Studies 42(1):47–68. 
 
Squires, Gregory D. and Sally O’Connor. 1998. “Fringe Banking in Milwaukee: The Rise of 

Check-Cashing Businesses and the Emergence of a Two-Tiered Banking System.” 
Urban Affairs Review 34(1):126–49.  

 
Stegman, Michael A. 2007. “Payday Lending.” The Journal of Economic Perspectives; Nashville 

21(1):169–90. 
 
Stock, James H. and Mark M. Watson. 2012. Introduction to Econometrics, Third Edition. Essex 

England: Pearson Education Limited.  
 
Stuart, Toby E. and Soojin Yim. 2010. “Board Interlocks and the Propensity to Be Targeted in 

Private Equity Transactions.” Journal of Financial Economics 97(1):174–89. 
 
Swedberg, Richard. 2003. “The Case for an Economic Sociology of Law.” Theory and Society 

32(1): 1-37.  
 
Svaldi, Aldo and Joe Rubino. 2018. “Alternatives Expected to Sprout up Now That Colorado 

Payday Lenders Are Capped.” The Denver Post, November 7. 
 
Tanik, Ozlem. 2005. Military Personnel Caught in Cycle of Debt. Center for Responsible 

Lending. 
 
Thiemann, Matthias and Jan Lepoutre. 2017. “Stitched on the Edge: Rule Evasion, Embedded 

Regulators, and the Evolution of Markets.” American Journal of Sociology 122(6):1775–
1821. 

 
Thomas, David R. 2006. “A General Inductive Approach for Analyzing Qualitative Evaluation 

Data.” American Journal of Evaluation 27(2):237–46. 
 
Tomaskovic-Devey, Donald and Ken-Hou Lin. 2011. “Income Dynamics, Economic Rents, and 

the Financialization of the U.S. Economy.” American Sociological Review 76(4):538–59. 
 
Trumbull, Gunnar. 2012. “Credit Access and Social Welfare: The Rise of Consumer Lending in 

the United States and France.” Politics & Society 40(1):9–34. 
 
U.S. Air Force. n.d. “142nd Fighter Wing Family Readiness.” Retrieved January 19, 2019 

(https://www.142fw.ang.af.mil/Resources/Family-Readiness/).  
 



 

 145 

U.S. Army Human Resources Command. 2018. “Military Postal Service Agency.” Retrieved at 
https://www.hrc.army.mil/content/Military%20Postal%20Service%20Agency%20(MPS
A). 

 
U.S. Census Bureau. 2017. “Census Frequently Asked Questions.” Retrieved January 31, 2019 

(https://www.census.gov/topics/population/veterans/about/faq.html). 
 
U.S. Congress. House of Representatives. John Warner National Defense Authorization Act for 

2007. H.R. 109th Congress, 2nd Session 2006. 5122. 10 U.S.C. 987.  
 
U.S. Department of Defense. 2000. Uniform Code of Military Justice: Congressional code of 

military criminal law applicable to all military members worldwide. Washington, D.C. 
 
______. 2006. Report on Predatory Lending Practices Directed at Members of the Armed 

Forces and Their Dependents. Fort Belvoir, VA: Defense Technical Information Center. 
 
______. 2007. Base Structure Report Fiscal Year 2007 Baseline. Washington D.C.: Office of the 

Deputy Undersecretary of Defense, Installations and Environment. 
  
______. 2014. Report: Enhancement of Protections on Consumer Credit for Members of the 

Armed Forces and Their Dependents. Washington, D.C. 
 
______. 2017. “Military Installations, Ranges, and Training Areas [Database]. 

(https://catalog.data.gov/dataset/military-installations-ranges-and-training-areas).  
 
______. 2018. Department of Defense Postal Manual. Washington, D.C.: Under Secretary of 

Defense of Acquisition and Sustainment. Retrieved February 25, 2019 
(https://www.esd.whs.mil/Portals/54/Documents/DD/issuances/dodm/452506m.pdf).  

 
U.S. Government Accountability Office. 2018. Community Reinvestment Act: Options for 

Treasury to Consider to Encourage Services and Small-Dollar Loans When Reviewing 
Framework. GAO-18-244. Washington D.C. 

 
U.S. Navy Fleet and Family Support Center. n.d. “Danger of Payday Loans.” Retrieved February 

8, 2019 (https://www.cnic.navy.mil/regions/ndw/installations/nsa_annapolis/ffr/support_ 
services/counseling_and_assistance/personal_finance_management/danger_of_payday_lo
ans.html). 
 

U.S Postal Service. 2014. Providing Non-Bank Financial Services for the Underserved. RARC-
WP-14-007. Washington, DC: Office of the Inspector General. 

 
 
U.S. Securities and Exchance Commission (SEC). 2011. “Investor Bulletin: How to Read a 10-K.” Retrieved 

July 10, 2018. (https://www.sec.gove/files/read10k.pdf).  

______. 2013. “SEC.Gov | What We Do.” Retrieved April 23, 2019 
(https://www.sec.gov/Article/whatwedo.html). 



 

 146 

______. 2018. Electronic Data Gathering, Analysis, and Retrieval [database]. 
 
Uzzi, Brian. 1996. “The Sources and Consequences of Embeddedness for the Economic 

Performance of Organizations: The Network Effect.” American Sociological Review 
61(4):674–98. 

 
Wack, Kevin. 2018a. “Wells Fargo Not Alone: OCC Finds Sales Abuses at Other Banks.” 

American Banker. June 5. Retrieved June 8, 2018 
(https://www.americanbanker.com/news/not-just-wells-fargo-occ-finds-sales-practice-
abuses-at-other-banks). 

 
Wack, Kevin. 2018b. “US Bank Returns to Small-Dollar Lending. Will Others Follow?” 

American Banker, September 10. Retrieved September 10, 2018.  
 
_____. 1999. “Embeddedness in the Making of Financial Capital: How Social Relations and 

Networks Benefit Firms Seeking Financing.” American Sociological Review 64(4):481–
505. 

 
Wang, Hansi Lo. 2018. “2020 Census To Count Deployed Troops At Home Bases, Prisoners At 

Facilities.” National Public Radio, February 8. 
 
Washington Department of Financial Institutions. 2003. 2003Payday Lending Report. Olympia, 

Washington. Retrieved at http://www.dfi.wa.gov/sites/default/files/reports/2003-payday-
lending-report.pdf.  

 
______. 2010. 2010 Payday Lending Report. Olympia, Washington. Retrieved at 

http://www.dfi.wa.gov/sites/default/files/reports/2010-payday-lending-report.pdf.  
 

Western, Bruce, Deirdre Bloome, Benjamin Sosnaud, and Laura Tach. 2012. “Economic 
Insecurity and Social Stratification.” Annual Review of Sociology 38(1):341–59. 

 
van der Zwan, Natascha. 2014. “Making Sense of Financialization.” Socio-Economic Review 

12(1): 99–129.  
 
Wilson, Eric and Eva Wolkowitz. 2017. 2017 Financially Underserved Market Size Study. 

Center for the Study of Financial Innovation. 
 
Wimer, Christopher, Sophie Collyer, and Sara Kimberlin. 2018. “Assessing the Potential Impacts 

of Innovative New Policy Proposals on Poverty in the United States.” RSF: The Russell 
Sage Foundation Journal of the Social Sciences 4(3):167–83. 

 
 

 


