

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Payday Loan Pricing

	
    
        
            
            







    
    










    
    
    
    











			
                    Networks Financial Institute 2006-WP-05 (revised version)
 
                    FRB of Kansas City Paper No. RWP 09-07
 
        

    
	

	
	
		
		
			48 Pages
		
		

		Posted: 11 Dec 2007
		
			Last revised: 12 Mar 2013
		
		
	

	
		
			
			




	See all articles by Robert DeYoungRobert DeYoung
University of Kansas School of Business
Ronnie J. Phillips
Colorado State University


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: January 14, 2009

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We estimate the pricing determinants for 35,098 payday loans originated in Colorado between 2000 and 2006, and generate a number of results with implications for public policy.  We find evidence consistent with classical price competition early in the sample, but as time passed these competitive effects faded and the data become more consistent with a variety of strategic pricing practices.  On average, loan prices moved upward toward the legislated price ceiling over time, consistent with implicit collusion facilitated by price focal points.  Large multi-store payday firms tended to charge higher prices than independent single-store operators, but were less likely to exploit inelastic demand near military bases and in largely minority neighborhoods.  Of the three loan pricing measures used in our analysis, the annual percentage interest rate (APR) favored by regulators and analysts performed poorly. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: payday lending, price ceilings, strategic pricing

	
	

	
    

    
	

	
	
		JEL Classification: G21, D14

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			DeYoung,  Robert and Phillips,  Ronnie J., Payday Loan Pricing (January 14, 2009). Networks Financial Institute 2006-WP-05 (revised version), FRB of Kansas City Paper No. RWP 09-07,  Available at SSRN: https://ssrn.com/abstract=1066761 or http://dx.doi.org/10.2139/ssrn.1066761 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Robert DeYoung (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Kansas School of Business  ( email )

			

			
			
				
				
				
					Capitol Federal Hall
1654 Naismith Drive
Lawrence, KS  66045
United States
785-864-1806 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Ronnie J. Phillips

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Colorado State University  ( email )

			

			
			
				
				
				
					Fort Collins, CO  80523-1771
United States

				

				
			

			
				
				
					HOME PAGE: http://www.ronniejphillips.com
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      800

			

		
		
		
			Abstract Views

			    6,268

		

		
		 
		
			Rank

			   57,399

		

		
	


	
		
            
            	       14 Citations
		

	

	
		
			
				       29 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Regulation of Financial Institutions eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Regulation of Financial Institutions eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,133

                                    

                                    
                                        PAPERS

                                           10,786

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Howell E. Jackson at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Household Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Household Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              768

                                    

                                    
                                        PAPERS

                                           12,292

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Peter Tufano at Harvard Business School

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Consumer Law eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Consumer Law eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              390

                                    

                                    
                                        PAPERS

                                            9,566

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Jeff Sovern at University of Maryland Francis King Carey School of Law

                                    

                                
                            

                        

                    

                
	
                    Federal Reserve Bank of Kansas City Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Federal Reserve Bank of Kansas City Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               10

                                    

                                    
                                        PAPERS

                                              299

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Payday Lenders: Heroes or Villains?

                        
                            By
                                
                                
                                    
                                    Adair Morse
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Banking the Poor

                        
                            By
                                
                                
                                    
                                    Michael S. Barr
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Restricting Consumer Credit Access: Household Survey Evidence on Effects around the Oregon Rate Cap

                        
                            By
                                
                                
                                    
                                    Jonathan Zinman
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Payday Lending: Do the Costs Justify the Price?

                            
                                By
                                    
                                    
                                        
                                        Mark J. Flannery
                                         and 
                                    
                                        
                                        Katherine Samolyk
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do Payday Loans Cause Bankruptcy?

                            
                                By
                                    
                                    
                                        
                                        Paige Marta Skiba
                                         and 
                                    
                                        
                                        Jeremy Tobacman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Payday Loans, Uncertainty and Discounting: Explaining Patterns of Borrowing, Repayment, and Default

                            
                                By
                                    
                                    
                                        
                                        Paige Marta Skiba
                                         and 
                                    
                                        
                                        Jeremy Tobacman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Disclosure, Cognitive Biases and Payday Borrowing

                            
                                By
                                    
                                    
                                        
                                        Marianne Bertrand
                                         and 
                                    
                                        
                                        Adair Morse
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Information Disclosure, Cognitive Biases and Payday Borrowing

                            
                                By
                                    
                                    
                                        
                                        Marianne Bertrand
                                         and 
                                    
                                        
                                        Adair Morse
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Payday Holiday: How Households Fare After Payday Credit Bans

                            
                                By
                                    
                                    
                                        
                                        Donald P. Morgan
                                         and 
                                    
                                        
                                        Michael R. Strain
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            What do High-Interest Borrowers do with Their Tax Rebate?

                            
                                By
                                    
                                    
                                        
                                        Marianne Bertrand
                                         and 
                                    
                                        
                                        Adair Morse
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.104 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
