
Figure 3a: Figure 3a plots the effect of payday loan access on Ch. 7 bankruptcy petitions within 2 years after first 
payday loan application. Each point represents one of 100 quantiles. Points shown are at the medians of their 
quantiles on the x-axis and at the means of their quantiles on the y-axis. The predicted bankruptcy-rate function 
plots the best-fitting quartic polynomials on both sides of the credit-score threshold. The quantiles and 
polynomials are restricted to 0.5 standard deviations above and below the passing credit score. Source: Authors' 
calculations based on data from a national payday lending company and the Texas Bankruptcy Courts' PACER 
database. 
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Figure 3b: Figure 3b plots the effect of payday loan access on Ch. 13 bankruptcy petitions within 2 years after first 
payday loan application. Each point represents one of 100 quantiles. Points shown are at the medians of their 
quantiles on the x-axis and at the means of their quantiles on the y-axis. The predicted bankruptcy-rate function 
plots the best-fitting quartic polynomials on both sides of the credit-score threshold. The quantiles and 
polynomials are restricted to 0.5 standard deviations above and below the passing credit score. Source: Authors' 
calculations based on data from a national payday lending company and the Texas Bankruptcy Courts' PACER 
database. 

37



4
2

0
2

4
6

Pe
rc

en
ta

g
e 

Po
in

ts

0 1 2 3
Time in Years since from First PDL Application

Estimated coefficient Coefficient + 2 s.e.

Coefficient  2 - s.e.

Fig 4a: Effect of Payday Loan Access Over Time: All Bankruptcies
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Fig 4b: Effect of Payday Loan Access Over Time: Ch7 Bankruptcies
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Fig 4c: Effect of Payday Loan Access Over Time: Ch13 Bankruptcies

 

Figures 4a, 4b, 4c. Source: Authors' calculations based on data from a national payday lending company and the 
electronic records from Texas Bankruptcy Courts via PACER. The middle line represents the IV estimated effect of 
First Application Approved. The other lines are two-standard-error bands. Regressions producing these estimates 
include quartic polynomials on both sides of the credit-score threshold, demographic controls, and dummies for 
month of first application. Figures 4a, 4b, and 4c plot bankruptcy petitions for all Chapters, Chapter 7 and Chapter 
13, respectively. 38
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Figure 5b: Amount of Subsequent Payday Loan Borrowing

0
5

10
15

20
N

um
be

r p
ay

da
y 

lo
an

s 
w

ith
in

 2
 y

ea
rs

−4 −2 0 2 4
Credit Score

Actual Application Rate Predicted Application Rate

Number payday loans within 2 years
Figure 5a: Number of Subsequent Payday Loan Applications

Figures 5a and 5b. Source: Authors' calculations based on data from a national payday lending company. Each 
point represents one of 100 quantiles. Points shown are the medians of their quantiles on the x axis and at the 
mean of their quantiles on the y-axis. The predicted line plots the best-fitting quartic polynomials on both sides of 
the credit-score threshold. All data are from Texas, 9/2000-8/2004. Figure 5a plots the effect of payday loan access 
on the number of subsequent payday loan applications made. Figure 5b plots the dollar amount subsequently 
borrowed. 39
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Figure 6a: Effect of Payday Loan Access Over Time
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Figure 6b: Effect of Payday Loan Access Over Time
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Figure 6c: Effect of Payday Loan Access Over Time

Figures 6a, 6b, 6c. Source: Authors' calculations based on data from a national payday lending company The 
middle line represents the IV estimated effect of First Application Approved on subsequent behavior in the payday 
loan market. The other lines are two-standard-error bands. Regressions producing these estimates include quartic 
polynomials on both sides of the credit-score threshold, demographic controls, and dummies for month of first 
application. Figures 6a, 6b and 6c plot the number of subsequent application made at this company, the dollar 
amount borrowed, and the finance charges paid to this company, respectively. 
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Figure 7b: Effect of Payday Loan Access on Pawn Borrowing Over Time
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Figure 7a: Pawn Use as a Function of the Credit Score

Figures 7a and 7b: The effect of payday loan access on pawnshop borrowing. Figure 7a shows the effect of payday 
loan access on the number of pawn loans within 2 days of payday loan application. Figure 7b plots the effect of 
payday loan access on the dollar amount of pawnshop loans borrowed over time. The middle line represents the IV 
estimated effect of First Application Approved. The other lines are two-standard error bands. Regressions 
producing these estimates include quartic polynomials on both sides of the credit-score threshold, demographic 
controls, and dummies for first month of application. Source: Authors' calculations based on data from a national 
payday lender. All data are from Texas, 9/2000-8/2004. 
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