
[image: image1]
Page 2 of 2


FOR IMMEDIATE RELEASE












Contact: Robert Hoopes



Email Address: mediaccrf@yahoo.com
Phone:  202/393-0013

Five Academic Economists Release: 
“Payday Lending: A Practical Overview of 
A Growing Component of America’s Economy”
Economists’ Fact Book offers clear and thoughtful insight into the payday industry, helps to explain why consumers choose payday loans, overviews the role of regulatory bodies and offers conclusions about roles of these groups going forward
WASHINGTON, DC – Dec. 14, 2004 – The Consumer Credit Research Foundation (CCRF) released, Payday Lending: A Practical Overview of A Growing Component of America’s Economy, a seminal publication that describes the payday lending industry, its consumers, the regulatory environment within which it operates and offers insight into the future of this growing industry.  The booklet is a collaborative effort by five economists from leading colleges around the nation and is the first of its kind.
The payday lending industry has experienced tremendous growth in recent years.  During the 1990s, the number of retail outlets grew from virtually none to more than 10,000 by the end of the decade. Estimates suggest that there are currently about 22,000 payday lending outlets in the United States.

“Consumers are faced with potentially more costly options like bounced check fees,” said Clemson University Economics Professor Michael Maloney, Ph.D., “When coupled with explosive growth of retail outlets, it is perhaps for this reason that this relatively new lending service has seen such ascendancy.” 

 “Consumers who are faced with a multitude of fixed cost fees that cannot be escaped may be making a prudent – and possibly less expensive – decision by opting to get a brief payday loan,” said Colby College Economics Professor James Meehan, Ph.D.   

Borrowers include educated, middle-income Americans who often take out a payday loan because it is a better alternative to bounced check fees, utility shut-offs or other costs.  In such circumstances, brief payday loans provide a practical option to consumers who may otherwise be denied credit from other lending institutions.  

“Payday loans often provide access to a source of emergency funds for low and moderate-income households that may face limited alternatives in a financial pinch.  Thus, critics who prefer to restrain this industry may do inadvertent harm to families they would otherwise prefer to help,” said Indiana Wesleyan University Professor Thomas Lehman, Ph.D.
Pertaining to regulation of the industry, while the economists’ insist that lenders must disclose fees, terms and conditions, they do not support rationing or other efforts that could have the effect of limiting access to payday loans.

The economists believe that the market should be left open to respond to demands for small, short-term credit.  Barriers to entry into payday lending should remain low to entice new entrants to vigorously compete for borrowers and in turn, to drive these consumers’ costs down.
A copy of the fact book can be obtained on the Consumer Credit Research Foundation’s website at: http://www.ccrforg.com. 

Payday Lending: A Practical Overview of A Growing Component of America’s Economy
William O. Brown, Jr. – Associate Professor, Claremont McKenna College. Ph.D., Clemson University

David W. Findlay – Pugh Family Professor of Economics, Colby College. Ph.D., Purdue University
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