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 The upcoming review of the Payday Loan industry regulations by the 
Manitoba Public Utilities Board offers an opportunity to assess and update 

Manitobaôs approach to regulating this industry. The changing nature of 

payday lending and the broader sub-prime or fringe financial lending or 

alternative financial services or high cost lending sector in Manitoba invites a 

wider perspective on how best to protect the interests of financial consumers 

while respecting jurisdictional boundaries.  

 

 This report has five sections: 

1. Recommendations 

2. The political economy context of Manitobaôs payday lending industry 

3. A jurisdictional scan of government intervention 

4. Payday lending in Canada and abroad: A literature review on the 

thinking and practice of lending and regulating a conflicted industry 

5. Business analysis of the regulation of payday lending and other 

alternative financial services with a focus on Manitoba and Canada 

 

References and Appendices follow each individual section. 
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1. Recommendations 

 We present three sets of recommendations: 

1. An aspirational recommendation; 

2. Specific recommendations for payday loans; and 

3. Recommendations covering products and services that are 

substitutes for payday loans. 

We recommend Manitoba require provincially regulated credit unions include 

a modest amount of low-cost credit as part of the required bundle of services 

attached to a basic low-cost bank account. Access to a basic bank account is 

all but universal in Canada. With few exceptions, customers of federally 

regulated banks and credit unions cannot be denied access to a basic bank 

account at low-cost. Credit in the form of overdraft or line of credit is, 

however, only available upon qualification. Our recommendation is that this 

same principle of universal access should be extended to include a modest 

amount of low-cost credit. This extension would reduce the need to access 

high-cost credit for managing a householdôs cash flow and therefore reduce 

the demand for payday loans and other substitutable products.  

 

The evidence we present supports the $14 rate cap for payday loans. The 

extensive evidence we have presented and discussed shows that Manitoba 

regulation of payday loans is well-managed for the most part and consistent 

with similar regulation in other provinces and other countries. As of January 

1, 2025, the rate cap will drop to $14 per hundred because of federal law. It 

is our understanding that Manitoba will not have jurisdiction to regulate a rate 

cap higher than $14, though it could require a lower rate cap.  

 

A recent proposal by the federal government would add two new regulations 

covering payday loans: a ban on sale of credit insurance for the loan; and an 

extension of the term of a payday loan to require the lender to offer a 

minimum of 42 days repayment terms in installments. Legislation for these 

proposals has not been passed. Accordingly, we offer the following 

recommendations for Manitoba: 

 

1. Impose a rate cap of $14 per hundred for payday loans.  

2. Ban credit insurance on any loans to persons whose primary source 

of income supporting the loan is from any form of government 
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assistance or pension, including Canada Pension Plan, Old Age 

Security, Guaranteed Income Supplement, any form of welfare or 

disability support and any form of unemployment or income 

assistance (EIA). 

3. We support the option of a longer period for repayment of payday 

loans in installments because we believe that the benefits of the 

longer period for consumers will outweigh the higher cost to the 

lender. The 42 days stated in the federal consultation document is 

not in a form sufficiently specific to be implemented which could be 

clarified in Manitobaôs implementation of this measure.  

4. The Minister of Finance should consult with both consumer groups 

and the industry to design a policy extending the maturity of payday 

loans and effectively making them into smaller, short-term 

installment loans. 

5. The regulation of the alternative financial services offering payday 

loans and other forms of high-cost credit should be more active and 

direct. At present, enforcement is primarily responsive rather than 

proactive, requiring consumers to register complaints. All the 

evidence we presented suggests that consumers are unlikely to be 

knowledgeable enough to make relying on complaints an effective 

method of regulation. 

6. The public interest requires more data: 

a. The Manitoba payday loan regulator at a minimum should 

collect and disseminate the data that BC provides in Appendix 

5 of section 4 of this report. 

b. Data of a similar nature as Appendix 5 from the instalment 

lenders, pawnshops and rent-to-own providers designed to 

reflect their particular business models and disseminate it. 

c. Financial statements of all payday lenders and instalment 

lenders for confidential use in confidence in regulatory 

proceedings and determinations. 

d. Some data about the consumers who take the loans, because 

of the scarcity of data in the national surveys. Specific 

information would include the source of income that is the 

security for the loan. 

e. Create a committee of industry and consumer representatives 

and independent experts to help determine the nature of the 

data that should be collected, keeping in mind that these 
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companies are orders of magnitude smaller than banks and 

the data collection expense should not be onerous. 

While Manitoba manages payday loans regulation well aside from the lack of 

appropriate data collection, there are serious gaps in the regulation of related 

substitute products: installment loans, pawn loans and rent-to-own contracts. 

We offer the following recommendations: 

 

High-cost instalment loans and Rent-to-own contracts: 

 

1. Require the lenders to be registered and subject to inspections, such 

as mystery shopping, to determine that they conform to the law. 

2. Require the cost of credit insurance to be included in the total cost 

of credit in all contracts for the determination of the interest rate 

meeting the limits under the Criminal Code. 

 

Pawn shops: 

 

1. The Attorney General of Manitoba should inform all pawn shops that 

are charging loan rates violating the Criminal Code interest rate cap 

of the requirements of the Criminal Code and require them to 

conform. 

2. Enact legislation to regulate pawn shops, using the Ontario 

legislation as a model, which includes an allowance for storage cost 

in addition to the regulated rate of interest. 
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2. The political economy context of 

Manitobaôs payday lending industry1  

Brenda Spotton Visano 

 

The objective in this first section is to conceptually frame issues relevant to 

provincial legislators. We identify the key actors, their respective interests as 

well as key legal, economic, and financial dimensions at play for understanding 

and explaining the dynamics of the payday loan industry in the context of 

evolving non-bank consumer credit markets in Canada.  

 

Payday loans are one form of small denomination, short-term consumer credit 

offered by non-bank suppliers. Other forms include the installment loan, Buy 

Now Pay Later (BNPL), pawn loans, and rent-to-own contracts.  In the 

discussion to follow, much of the argument and analysis applies to this broader 

concept of what we call ñnon-bank consumer credit.ò  

Rising consumer vulnerabilities 

Many Canadians experience a high degree of financial vulnerability. In 2018, 

11 percent of Canadians lived below the poverty line (Government of Canada, 

2020). Nearly one-third (30.47%)2 of Canadians had less than $2000 in their 

bank account with nearly 40 percent (39.48)3 behind two or more consecutive 

months in paying bills (Brzozowski & Spotton Visano, 2024).4 One-quarter of 

Canadians used credit to purchase necessities in 2018. Of those borrowing 

from payday lenders in 2012-2014 (approximately 2-3% of financial 

consumers; Simpson & Islam, 2018), a third or more did so to purchase 

necessities and pay for emergencies, many because they had no access to 

mainstream bank credit (Fantauzzi, 2016; FCAC, 2018).  

 

 
1 I am grateful to Mengyu Yuan for exceptional research assistance in compiling the online 

credit alternatives (Appendix).  
2 As a percentage of total respondents to the nationally representative Survey of Financial 

Security (2019)  
3 As a percentage of  total  respondents (unweighted) to the Canadian Financial Capability 

Survey (2019).  
4 Results from the 2017 Aboriginal Peoples Survey suggested that m ore than 37% of 

Indigenous peoples had difficulty covering an unexpected expense of just $500 (Brzozowski 

& Spotton Visano, 2024)  
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Household debt comprised of mortgage and non-mortgage debt reached more 

than 185 percent of net disposable income in 2021 (Statistics Canada, 2024). 

5 An alternative indicator of financial risk is the debt-to-asset ratio that 

compares the stock of debt to the value of the stock of household assets. This 

indicator has seen improvement over the past two decades falling somewhat 

steadily from a high of more than 19 percent in early 2009 to 15 percent in 

quarter 2 of 2024 (Statistics Canada, Table 38-10-0235-01), largely because 

house values have increased more than household debt over this period. 

 

These statistics are averages across a population, however, and mask the 

distribution of the debt, which is skewed. For all but those in the highest 

income quintile, ñnet saving has deteriorated slightly since the pandemic, as 

renters and lower-income families are spending more than they make,ò 

(Statistics Canada, 2024, Chart 8).   

 

Non-mortgage debt reported by the Bank of Canada includes debt to 

mainstream financial institutions (primarily outstanding balances on credit 

cards and personal lines of credit, and student loans) and to mainstream non-

financial institutions such as consumer leasing companies (e.g., for vehicles; 

FCAC 2020, 3).  As Brzozowski & Spotton Visano (2023, p. 116) report, ñthese 

data omit debt to fringe or alternative high-cost lenders offering payday loans, 

installment loans, and the like. We have no supplier-provided data (Robinson 

2018) for high-cost debt, and the consumer use data are incomplete across 

key surveys and versions of the same survey fielded at different times.ò  

 

Rising consumer debt loads are concerning for a host of reasons. From a 

national standpoint the rising consumer debt threatens both financial and 

 
5 The ratio of credit-market debt to disposable income ñcompares the stock of all household 

credit market debtðthe current value of all existing mortgage loan liabilities, non-mortgage 

loan liabilities, and household lines of credit ð to the level of after-tax disposable income 

that households earn from current economic activity. A stock-to-flow indicator, it measures 

the ability of households to manage their existing debt liabilities out of current income 

flows, and closely tracks the annualized debt to income series [éand points] to a gradual 

build-up of household leveraging during the years that followed the recession, followed by 

larger increases in 2015 and 2016,ò (Gellatly & Richards, 2019). Measuring it as household 

debt divided by gross domestic product (GDP), Canadian household debt levels are far 

higher than in almost all other countries. Three countries have a ratio over 100% in 2022, 

according to the IMF Data Mapper: Australia 112%; Republic of Korea 105%; Canada 

102%. No other country is over 100%. The USA ratio is 74%; Germany 55%; United 

Kingdom 83%.  
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social stability. Where the Bank of Canada focuses on the financial stability of 

the mainstream financial system generally and the network of chartered banks 

specifically, the threats to social stability from the increase in indebted 

households is of broader concern.  

Key actors, motivations, goals 

Key actors in the non-bank credit space include the financial consumers, the 

providers of payday loans and other non-bank credit, and the regulators (both 

federal and provincial/territorial). Given concerns for broader social stability, 

there are societal interests in the background as well. Mainstream financial 

institutions (banks, credit unions, and caisses populaires) are actors sitting 

around the edges of this space. As the primary suppliers of consumer credit 

in Canada, the non-bank provision of small denomination, short-term, high-

cost consumer credit is prima facie evidence of a gap in the accessibility of 

these mainstream credit alternatives for some people. Otherwise put, 

increased access to affordable mainstream credit for all Manitobans would 

reduce the demand for high-cost non-bank credit. As such, government 

intervention designed to expand such access is a key policy solution.   

Financial consumers  

Financial consumers use credit for different reasons.  

1) To buy necessities when income is inadequate. 

2) To cover the cost of an emergency expense when savings are 

inadequate. 

3) To smooth expenditures when income is variable or volatile. 

 

We have no information on the national proportions of financial consumers 

who borrow for these different reasons. In a smaller non-representative 

survey of payday loan borrowers, 41 percent of borrowers reported that they 

ñtypically used payday loans for recurring and therefore expected necessary 

expenses, such as rent or utility bills,ò (FCAC, 2018, p.8).  Another 45 percent 

of the respondents reported a need to turn to payday loans to pay for 

unexpected but necessary expenditures such as car repairs or a broken 

appliance. This survey of 1500 borrowers, fielded in 2016, suggests therefore 

that 86 percent of payday loan users are in the market for reasons of 

inadequate income or inadequate savings.   
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To buy necessities  

The need to use credit to buy everyday necessities arises when people are 

living below the poverty line. In these cases, credit is used as a stop gap 

coping mechanism in the face of a chronic problem of poverty and economic 

inequality. The solution is a reduction in the poverty levels. In these situations, 

borrowing ñcannot replace the outright assistance that social justice 

sometimes requires,ò (Macey, 2021, 7). Instead, shorter-term policy solutions 

include providing targeted supports such as rent subsidies (in the ñRent Assistò 

program, for example) and public housing. 6  Broad-based solutions include 

ensuring low-income Manitobans access all available income supports (e.g., 

the tax refundable Canadian Child Benefit) and raising the rates of income 

assistance where the combined supports are still inadequate to deliver at least 

a poverty-line level of income. 

 

To cover emergency expenses 

The need to cover emergency expenses arises when people do not have 

adequate savings. A low savings rate may be due to low income and so no 

financial cushion. It may be due to a protracted financial hardship that wipes 

out prior savings, or due to limited money management skills. We know that 

more than one-third of people in Canada have inadequate savings defined by 

savings less than $2000 (see ñRising consumer vulnerabilities,ò above).  We 

know too  that some of these people are turning to the non-bank credit 

market, including payday loans to fill the gap (see next section, below). 

 

To smooth expenditures 

The need to use credit periodically arises for all households when the timing 

of income received differs from when bills come due and liquid savings are 

inadequate to bridge expenditures (Dobridge, 2018). This need for credit rises 

as incomes become more variable and volatile. The rise in the ñgigò economy, 

(i.e., in digital platform businesses such as the taxi and food delivery 

businesses, for example), is one such source of rising income volatility. 

Financial consumers turn to non-bank credit for different reasons. 

1) When mainstream bank credit is unavailable.  

 
6 CBC News (Froese, 2024) reports the province of Manitoba has ñput what it says is a 

"temporary pause" on new applications to the youth and homelessness streams of the 

Canada -Manitoba Housing Benefit, owing to "unprecedented demand."ò 
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2) When non-bank credit providers are convenient 

3) When a consumerôs financial capability limits their ability to understand 

the relatively high cost of non-bank credit. 

Again, we do not know the national distribution of reasons across these logical 

possibilities; we have only non-representative data on PDL use. In a 2016 

survey of members of the poverty action group ACORN, a large majority 

(65%) of the 268 respondents reported unavailable mainstream credit as the 

reason for accessing non-bank credit. Some (12.5%) of respondents reported 

the convenience of the non-bank provider as the reason for their choice. The 

Financial Consumer Agency of Canada (FCAC, 2018) reported that only 27 

percent of users of payday loans had been refused credit from a bank or credit 

union and that convenience (faster and best customer service) were the 

principal reasons for turning to payday lenders.  

Financial consumers of payday loans 

We do have enough data on payday loan borrowers to sketch a statistical 

profile of the average borrower. We are quick to caution, however, that we 

must be careful not to overinterpret the data by ascribing causality. We can 

paint a statistical portrait of who, but the profile tells us nothing about why.   

 

Simpson & Islam (2018, pp. 62-63) examine the statistical profile of payday 

loan borrowers over the period spanning 2005-2014. They conclude that 

payday loan clients tend to be ñnot the poor, but lacking wealth and assets; 

somewhat less educated and lacking a university degree; relatively young but 

getting older; likely working but more often not than in the past; and reliant 

on public programs as times passes.ò 

 

In a comparison of results examining different measures of exclusion from 

mainstream banking including using payday loans, Brzozowski & Spotton 

Visano (2024) conclude ñAcross different metrics and different surveys (and 

so different samples), people at risk of financial exclusion and facing barriers 

to banking tend to be younger, with less formal education, and more likely to 

be newcomers to Canada, Indigenous or differently abled.ò Most concerning in 

the results from the 2019 Survey of Financial Security is the fact that being a 

renter increases the predicted probability of borrowing through a payday loan 

by an amount much greater than any other socio-economic characteristic. This 

sub population appears disproportionately in the bankruptcy data as well. In 

2021, of the more than 90,000 Canadians filing for either bankruptcy (30%) 
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or proposals (70%), only 16 percent owned a home, and the median 

household annualized monthly income was $30,800. Put otherwise, 84 percent 

of these insolvent debtors were renters with no mortgage debt and many were 

among the lowest income households in Canada, (Brzozowski & Spotton 

Visano, 2024, p. 116). And as Schwartz & Ben-Ishai (2023) report 

approximately 18.6 percent of all people who filed for bankruptcy in 2019 had 

a payday loan among their liabilities, with more than half (10.6%)  

holding three to six payday loans at the time of filing.  

 

Mainstream banks, credit unions, and caisses populaires  

Mainstream Canadian financial institutions (FIs)are the primary providers of 

non-mortgage consumer credit in the form of credit cards (in partnership with 

VISA or Mastercard), overdrafts, Lines of Credit, and personal loans. For 

customers with either no credit history or a troubled one, mainstream banks 

must still open a basic bank account. Mainstream FIs retain the right, however, 

to refuse such customers access to mainstream credit. If credit is extended to 

a customer deemed to be ñhigh-risk,ò credit is offered under less favourable 

terms (higher interest rate, fewer rewards, e.g.) than it is to customers with 

better credit scores (Buckland & Spotton Visano, 2022).  

 

This regressivity in the cost of credit imposes, Buckland & Spotton Visano 

(2022, p. 137) argue, a ñpoverty penaltyò on lower income consumers. The 

relatively higher fees paid by lower income Canadians for the same basic 

banking service is, however, only a part of the picture. Higher costs borne by 

lower income financial consumers include a higher likelihood of  

- using cash and incurring higher time and record-keeping costs 

- a bank draining funds in their account without notice 

- living in a neighbourhood underserved by a mainstream bank branch 

- paying a higher credit card fee with fewer rewards/rebates 

- using high-cost alternative financial services. 

 

Federally chartered banks and credit unions lie beyond the reach of provincial 

legislators. However, Manitobaôs regulatory authority over the provincially 

chartered credit unions and caisses populaires offers legislators an opportunity 

to more wholistically address the problems for consumers created by high-
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cost debt by ensuring Manitobans have access to safe and secure credit 

products through provincial credit unions.7 

 

Non-bank credit suppliers and products 

Non-bank companies offer a range of financial services including non-bank 

payments services (money orders, cheque cashing, international remittances) 

and non-bank credit. The payday loan is one type of non-bank credit product. 

The range of non-bank credit products includes BNPL, installment loans, rent-

to-own contracts,8 and pawn loans.9 

 

The Financial Consumer Agency of Canada (FCAC) offers the following 

definition of the buy now, pay later (BNPL) plans for purchasing products and 

services. In these contracts, the consumer owns the product at the outset. 

 

With this plan, youôre financing your purchase with credit. You purchase 

something you need without having to pay for it in full right away. You 

spread the payment over time to fit your budget. These plans are also 

called: 

¶ installment payment plans 

¶ retail financing plans 

¶ installment loans 

¶ credit card installment plans 

¶ retail credit services 

 

We have no national data on the take-up of the BNPL product. A recent pilot 

study by the FCAC (2022) suggests that the prevalence is higher than payday 

loan use (at 8 percent versus the 2-3 percent of payday loan use) but low 

relative to its uptake in the US markets. In the US, the recent growth in BNPL 

 
7 Assiniboine Credit Union in partnership with SEED Winnipeg offer several products and 

programs designed to substitute for the non -bank financial service services and offer the 

province a model for what mainstream alternatives could look like.  
8 The rent-to-own plans for the purchase of consumer goods (furniture, appliances, cars, 

e.g.). As the name suggests, the consumer does not own the product but rather rents it 

over the term of the contract. Only upon meeting the conditions of the contract does the 

consumer own (or have the right to purchase) the consumer good, (see FCAC Rent-to-own 

plans).  
9 Other high -cost credit products include tax refund anticipation loans and auto title loans. 

Tax refund anticipations loans are regulated federally under the Tax Rebate Discounting Act , 

which for a tax refund of $300 or less, must be at least 85% of the tax refund anticipated.  

https://www.canada.ca/en/financial-consumer-agency/services/loans/buy-now-pay-later.html
https://www.canada.ca/en/financial-consumer-agency/services/loans/rent-to-own.html
https://www.canada.ca/en/financial-consumer-agency/services/loans/rent-to-own.html
https://laws-lois.justice.gc.ca/PDF/T-3.pdf
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lending has been substantial. ñThe five lenders surveyed originated $24.2 

billion in BNPL loans in 2021 é nearly triple the $8.3 billion originated in 2020 

and more than twelve times the $2 billion originated in 2019, (CFPB, 2022, p. 

10). 

 

The ñinstallment loanò may be either a credit contract where, as noted above 

in the FCAC definition of the BNPL, the consumer is making installment 

payments on the purchase of a product or service, or it may be an unsecured 

personal loan that is paid off in installments over a period longer than the 62-

day limit that would otherwise legally render it a payday loan.  

 

Table 1 below summarizes key elements of some of these credit products. 

Appendix A provides a sample of online providers by type of non-bank credit 

together with a summary of the basic terms of these online loans.  
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Table 1. Types of non-bank credit 

  

Cost ï 

interest 

rate  

Cost ï 

other fees  

Maximum 

loan -  value  

Maximum 

loan ï 

number  

Multiple/ 

repeat 

loans  

Maximum 

loan -  debt 

burden  

Term to 

maturity  

Security 

of 

property  

Payday loan 

(MB 

regulation) 10  

$17/$100  

(national cap 

of $14/$100 

to become 

effective 

1Jan2025)  

Non -

sufficient 

funds ( 

NSF) fees 

and late 

penalties  

$1,500  

Concurrent 

loans 

prohibited   

30% of 

borrowerôs 

net pay   

2 weeks  No 

Installment 

loan  

Subject to 

Criminal 

Code 

maximum 

rate of 

interest (at 

35%,   

effective 

1Jan2025)  

NSF fees 

and late 

penalties  

Commonly 

between 

$15,000 -

$20,000  

None  None  Various  No 

Buy Now 

Pay Later 11  
no interest  

NSF fees 

and late 

penalties  

 

ñaround $7 

per missed 

payment on 

an average 

loan size of 

$135ò 

None  

 

most range 

from $50 -  

$1000 USD; 

average 

$135USD  

None  None  
up to 3 or 

4 years  
No 

Pawn loans  

48%  

(to remain 

exempt from 

new lower 

Criminal 

Code cap) 12  

Storage 

fees  

None  

 

average 

$150 13  

None  None  30 days  Yes 

 

 
10  The Consumer Protection Act  (C.C.S.M. c. C200) Regulation 99/2007; current as of 

11Oct24.  
11  Consumer Financial Protection Bureau (2022) Buy Now, Pay Later: Market trends and 

consumer impacts ;  

ñThe appealing nature of the BNPL product (no interest charges, easy- to -use, and 

ubiquitous), coupled with product features such as forced autopay and harvested individual 

user data could contribute to patterns of sustained usage,ò (ibid, p. 76). ñLoan stackingò is 

another concern wherein multiple BNPL contracts are held concurrently by one consumer.  
12  ñThe Regulations exempt small dollar, non- recourse collateralized loans, commonly 

referred to as pawn loans from the criminal interest rate, so long as the APR on these loans 

does not exceed 48% and the loan is valued at less than $1,000.ò (Criminal Interest Rate 

Regulations: SOR/2024 -114, Canada Gazette, Part II, Volume 158, Number 13 , May 31, 

2024).  
13  Burnett -Nichols, H. (2023) What Is a Pawn Loan?  Nerdwallet.com  

https://web2.gov.mb.ca/laws/regs/current/_pdf-regs.php?reg=99/2007
https://files.consumerfinance.gov/f/documents/cfpb_buy-now-pay-later-market-trends-consumer-impacts_report_2022-09.pdf
https://files.consumerfinance.gov/f/documents/cfpb_buy-now-pay-later-market-trends-consumer-impacts_report_2022-09.pdf
https://canadagazette.gc.ca/rp-pr/p2/2024/2024-06-19/html/sor-dors114-eng.html
https://www.nerdwallet.com/ca/loans/what-is-a-pawn-loan
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Societal concerns. The use of high-cost credit and other forms financial 

exclusion have adverse consequences for economic and social exclusion of 

people in Canada. As covered later in this report, several studies critically link 

social and economic exclusion to the use of high-cost credit.  By way of 

preliminary indication, Collins, et al., (2023, 807-08) argue, that a ñlack of 

access to basic banking and financial services can become a barrier to 

economic mobility and compound peopleôs financial problems. Using 

alternatives such as [check cashing] and short-term, non-bank loans typically 

means higher transaction costs that reduce what people have available for 

basic consumption.ò  

 

Social exclusion presents as food and housing insecurity. Fitzpatrick (2017, 

631) examines the relationship between banking status and food security and 

finds ñ[u]nbanked households and households that use alternative financial 

service transaction products are more likely to experience very low food 

security and food insecurity than other households.ò Fair, et al., (2008) reports 

on homelessness highlights the interconnectedness of financial exclusion with 

economic and social exclusion in their ñexclusion cycle.ò These 

interconnections have arguably become that much more significant over the 

15 years since the 2008 report was published.  

 

Policymakers/regulators/legislators who enact and enforce the formal 

rules governing the operation of the industry. The primary goal of national 

financial regulation has long been financial stability of Canadaôs federally 

chartered financial service providers. Legislation oriented toward consumer 

protection is both a national and sub-federal concern.  

 

The public interest in how best to ensure access to fair credit arises because 

small-dollar transactions are relatively costly to provide (see Cost Analysis 

below; Robinson, 2018) 14 and market imperfections may constrain some 

other optimal level of service. For as long as there has been banking, there 

has been significant debate on the twin issues of the degree and form of 

desired government intervention. Active government intervention to increase 

access to credit and other basic banking services include capping interest, 

 
14  Higher costs include the higher risk of loan default. Notably, however, an analysis of 10 

years of American Payday Alternative Loan (PAL) data challenges this assumption.  The US 

Government Accountability Officeôs (GAO, 2022) examination of data from 2011-2021 

suggests that delinquency rates for PALs are ñgenerally no greater than delinquency rates 

for credit cards or used vehicle loans,ò (p. 38). 
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licensing suppliers and regulating disclosures. In some instances, legislators 

aim to protect consumers from a downward debt spiral by imposing consumer 

debt limits defined in terms of maximum net pay or capping the number of 

payday loans a customer may hold or both.  

 

All participants in the current debates agree on the existence of high-cost and 

constrained supply problems in the consumer credit market but disagree on 

whether government intervention can effectively mitigate them. Proponents 

of minimal government intervention argue for the access benefits ï as 

measured by lower consumer prices, greater supply, and a less regressive 

distributional impact ï of greater competition and customer responsibility 

relative to that which obtains when governments intervene more actively. 

Proponents of more active government intervention argue the opposite ï that 

even better outcomes are achievable only with regulations that cap prices and 

impose obligations on suppliers.  

 

Minimalists argue in favour of addressing equity concerns with more 

competition and addressing market imperfections with greater disclosure 

requirements and financial literacy education. This position assumes equal 

consumer treatment will deliver equal outcomes which in turn assumes 

consumers can each exercise equal agency. Such a conclusion assumes that 

a financially literate consumer with access to accurate information and several 

financial options will be able to ñvote with their feetò patronizing the more cost 

effective and so cheaper suppliers. It is in this way that well-informed 

consumers enact the market discipline required to deliver market efficiency.  

 

The assumptions required for this reasoning to apply are questionable but 

even if they do hold, productive efficiency in the market for non-bank credit 

will still see consumers of these products paying more for each dollar borrowed 

than will be paid by consumers with access to mainstream credit cards and 

lines of credit. The consumers of these non-bank products are those who are 

unable to access the cheaper mainstream sources of credit. And these 

consumers are most often from households with a lower income and little 

savings. As such, attaining productive efficiency will still yield a highly 

regressive distribution in the costs of credit borne disproportionately by lower 

income consumers. We turn to a short summary of this debate as focused 

directly on the payday loan. 
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What degree of government intervention? The 

payday loan debate 

The payday loan debate centres on whether to permit the operation of this 

credit product as the principal form of alternative high-cost consumer lending. 

As we have seen, this specific loan contract is becoming increasingly 

anachronistic; however, the arguments themselves are relevant more broadly.   

 

On one side of the debate are those who advocate for its continued operation 

with limited government intervention to promote consumer responsibility and 

regulations to prevent predatory practices. On the other side of the debate 

are those who favour more direct government intervention designed to 

significantly contain the industry, if not ban the industry altogether. 

 

Proponents for the continued existence of the industry warn of dire 

loansharking practices emerging in its absence. Citing a much earlier legal 

study, the risk of these practices emerging are the ñvery serious exclusionary 

consequences for borrowers [that] would result from collective withdrawal of 

lenders from a regulated marketplace in which they find it uneconomic to 

operate.ò (Cayne & Trebilock, 1973, p.414, as cited in Bond, 2016, p. 51) 

 

Bond (2016, p. 54) for example concludes, 

Welfare losses resulting from inadequate access to safe credit will 

be felt disproportionately by customers in the more vulnerable 
[Asset-Limited, Income Constrained, Employed] segment, for 

whom the cost of financial instability is highest.  
 

A twofold approach is recommended. Widespread consumer 
education is required to support enhanced financial literacy among 

consumers of household credit as well as effective financial 
decision-making. Aggressive regulation of unlicensed (illegal) 

lending is imperative to ensure consumers do not fall prey to 
unscrupulous lending practices. 

 

Those who support containing high-cost lending practices argue that 

loansharking is not an inevitable consequence of any relaxation of a price cap; 

rather, its threat can be reduced most effectively with a usury law. 

 



19 

Mayer (2012), for example, examines the prevalence of ñloansharkingò over 

time in the US and maps its existence against various state usury laws. He 

concludes that ñthe violent loan sharks proliferated in the small-loan market 

after state usury caps were raised considerablyò and that deregulation ñdoes 

not starve the nonviolent species osf loan shark into extinction but instead 

feeds it,ò (Mayer, 2012, p. 809, emphasis added). His public policy 

recommendation is clearly in favour of a moderate price cap.  

 

The aim of public policy ought to be to minimize both varieties and not 

just the violent species. The regulatory strategy that best achieves this 

goal is the moderate price cap, neither too low nor too high (let alone 

rescinded). What history teaches us is that an interest rate capped 

between the extremes in the small loan market has reduced the total 

loan-shark population more effectively than the policy of interest-rate 

deregulation favored by those who subscribe to the loan-shark thesis, 

(p. 810) 

 

Notably the US interest rate cap to which Mayer refers is substantially lower 

at 36 percent than even the $14/$100 soon to come into force nationally for 

payday loans.  

Brief legislative history and framework 

The Federal government has exclusive jurisdiction over banking and interest. 

ñSection 92 of the Canadian Constitution é confers on the provinces exclusive 

legislative authority regarding property, civil rights, and "generally all matters 

of a merely local or private nature in the province." By virtue of these powers, 

the provinces have enacted laws concerning credit unions and certain types of 

credit transactions, such as installment sales, conditional sales, and 

"unconscionable" transactions,ò (Letwin, 1966, p 202). 

 

The earlier history of payday lending regulations provided to the Public Utilities 

Board in 2017 and reproduced in Dilay & Williams (2018) is an excellent 

overview of legislative developments for the 2007-2017 period. We refer the 

reader to that article and complement it with some additional legislative 

highlights that mark turning points in the evolution of consumer credit 

regulation. We note as well related provincial legislation relevant to the 

protection of financial consumers at risk of predation. 



20 

Small Loans Act (1939-1981). The Small Loans Act in force from 1939-

1981 was considered to be ñhighly effective, both in regulating legitimate 

moneylenders and in curbing loan sharks.ò ' Between 1956 and 1981, the Act 

ñregulated loans up to $1,500 made by those in the business of lending money. 

Its restrictions [were] enforced by rigid licensing requirements and effective 

administrative supervision,ò (Letwin, 1966, p.204). The legislation therefore 

aimed at control of the terms of the lending agreement beyond simply the 

cost of the small denomination credit.15  

 

Interest rate caps varied, tied to the amount of the loan with a maximum of 

2% per month on the smallest amounts borrowed. Rising inflation (averaging 

nearly 6% per year between 1965-1975), began in 1965 to erode profits. 

ñFrom 1965 onwards the amounts lent declined significantly particularly at the 

lower end of the scale. By the mid 1970s most companies licensed under the 

Act experienced losses on their small loans,ò (Ramsay, 2000, p.66).  

Criminal Code (1980 ï present). In 1980, the criminal rate of interest (of 

60%) was introduced into the Criminal Code with Bill C-44 and the Small Loans 

Act was repealed. In need of a more effective means with which to prosecute 

loan sharking, this action was ñin a response to the Montreal police need for a 

method of controlling widespread loan sharking in that cityò (Ramsay, 2000, 

p.67). According to Ramsay, ñBill C-44 has almost no public discussion and 

was rushed through both houses,ò to the detriment of lower income consumers 

who lost all other consumer protections of the Small Loans Act (Ramsay, 2000, 

p. 67; see Ziegel, 2011). 

The potential benefit to prosecutorial success relies critically on effective 

enforcement. The growth of the payday lending industry in the early 2000s 

was in part because of a lack of enforcement. For a full description of the 

events leading up to the exemption of payday loans from prosecution under 

the Criminal Code, see Dilay & Williams (2018, especially pp. 183-186) and 

PUB (2008).  

Bill C-26 coming into force in 2007 exempted payday loans from the scope of 

the Criminal Code in cases where the provinces opt to regulate under s. 

347(3). With jurisdiction transferred to the province, the opportunity to 

recover some of the consumer protection benefits of the earlier SLA emerged. 

 
15  The $1500 definition of ñsmall loanò in 1956 is equivalent to almost $17,000 in todayôs 

dollars. Bank of Canada Inflation Calculator  

https://www.bankofcanada.ca/rates/related/inflation-calculator/
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In the case of Manitoba, the regulations extend well beyond simply capping 

the cost of the payday loan and include licensing requirements, disclosures, 

negative and affirmative obligations.  

Federal Budget 2023 announced the governmentôs intention to set the 

maximum cost of borrowing for payday loans at $14/$100 and Budget 2024 

reinforced that intention. This national cap on payday loan costs is set to come 

into force January 1, 2025 (Canada, 2024). Budget 2024 signaled too an 

intention to work with provinces and territories ñto harmonize and enhance 

consumer protections across Canadaò (FCAC 2024a).  

Related Legislation: Unconscionable Transactions Relief Act  

Given the importance of government intervention for protecting consumers 

from predation, a related instrument available to provincial legislators exists 

in the Unconscionable Transactions Relief Act. Unconscionable transactions 

relief permits the courts to set aside the terms of the loan, ñproviding that 

where the "cost of the loan" is "excessive" and "the transaction is harsh and 

unconscionable," the court may relieve the debtor from the obligation to pay 

any excessive sum, order repayment of any such amount already paid, and 

set aside or revise the loan contract." "Cost of the loan" is defined é to mean 

"the whole cost to the debtor of money lent and includes interest, discount, 

subscription, premium, dues, bonus, commission, brokerage fees and 

charges" except certain official fees. (Letwin, 1966, 207).  

Notably, however, as the legal scholar Iain Ramsay observes (2000, p. 29), all 

provinces ñhave enacted statutes controlling unconscionable lending but these 

statutes have not generally been interpreted differently from the common law 

interpretation of unconscionability. An apparent unconscionable price will not 

on its own permit the court to set aside the loan but the court will look at all 

the circumstances of the case including the bargaining position of the 

borrower. There are few cases brought by individual consumers under these 

statutes.ò 

Mutability of financial transactions 

One of the enduring regulatory challenges is how best to regulate financial 

markets when financial transactions are flexible or mutable. Where legislating 

a maximum interest rate, for example, can aid enforcement and successful 

prosecution of violations, the ability of financial providers to substitute interest 
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with other forms of income (e.g., fees) creates significant challenges. At the 

source of this challenge is the mutability of the credit contract, and in this case 

due to the various ways in which $1 today can be exchanged for $1 in the 

future.  

While section 347 of the Criminal Code would appear to make 

unlawful practices associated with payday lending, most lenders 
had a different perspective. The Manitoba Public Utilities Board 

explained in 2008 that most lenders had structured their product 
to avoid the Criminal Code prohibition (PUB, 2008). Before the 

changes to the Criminal Code, most payday lenders charged both 
interest, at no more than the allowable 60%, and non-interest 

charges, such as brokerage, cheque cashing, administration and/or 

other fees (PUB, 2008). When both the interest and other charges 
and fees were taken into account, payday lenders were charging 

borrowers ten times and more the maximum specified in section 
347 of the Criminal Code (PUB, 2008), (Dilay & Williams, 2018, 

p.183). 

 

The solution insofar as legislating to control the costs of credit requires 

regulators to cast a wide net. As Letwin (1966, p.208) describes it,  

Credit regulation is rarely effective if it extends only to that portion 
of the loan charge the lender pleases to designate "interest." Other 

charges making up the cost of the loan, however styled, must also 
be controlled. On this premise, no doubt, the "cost" of a loan was 

comprehensively defined to mean the whole cost, whether 
designated "interest" or discount, deduction from an advance, 

commission, brokerage, chattel mortgage and recording fees, 

fines, penalties or charges for inquiries, defaults or renewals or 
otherwise, and whether paid to or charged by the lender or paid to 

or charged by any other person, and whether fixed and determined 
by the loan contract itself, or in whole or in part by any other 

collateral contract or document by which the charges, if any, 
imposed under the loan contract or the terms of the repayment of 

the loan are effectively varied.  

 

The challenges posed by the mutability of financial transactions extend to 

include both other terms of the contract as well as the suppliers themselves. 

In the case of the installment loan unattached to the purchase of a specific 

good, the contract is differentiated from the payday loan by simply the 

somewhat artificial distinctions imposed by the legislated amount and defined 
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term of the legal definition of the payday loan. By extending the loanôs term 

beyond 62 days and allowing installment payments on an amount of more 

than $1500, the suppliers of such contracts escape added regulatory burden. 

As inflation continues to erode purchasing power, an economic driver of the 

recent changes must also be noted. The national legislation exempting payday 

loans from criminal code operationally defines a payday loan as a loan of no 

more than $1500 for a period of no more than 62 days. Enacted in 2007, this 

nominal definition of a payday loan is still in force. With inflation, a loan of 

$1500 in 2007 would be equivalent to approximately $2210 in 2024 dollars. 

Conversely, $1500 today was equivalent to about $1042 in 2007. 16  

The unsecured installment loan is simply the longer-term version of the 

payday loan. Rolling over a payday loan costing $17/$100 for another 2-week 

period carries an APR of more than 400 percent. If instead the loan is 

converted into one with a longer repayment period and smaller periodic 

payments renders it an installment loan subject to the 35 percent cap coming 

into force in January of 2025. 

Legislating by provider, while effective for enabling licensing, must be traded 

off against the ease with which the contract roles can be altered. Letwin (1966, 

p. 219) provides an early example from the operation of the Small Loans Act.  

[T]he limitations found in Dominion legislation on maximum 
interest or loan charges do not apply to finance charges imposed 

in connection with the credit sale of goods. Such charges are not 
viewed as interest, but rather as an increase in the price of goods 

for the risk of selling on time.'" This produces the anomaly, from 
the point of view of credit regulation, that if a person borrows 

$1,000 from a small loans company to finance the purchase of an 
automobile, the loan cost and other aspects of the transaction are 

rigidly controlled; but, if he buys the car with a credit balance of 
$1,000 due the seller, the finance charges are, in general, 

unregulated. And this is so even though, typically, the automobile 

vendor will promptly sell the sales contract to a finance agency.  

Emerging Issues 

More than simply an online alternative to an in-person transaction, digital 

finance is altering every aspect of the financial transaction. As the European 

 
16  Bank of Canada Inflation Calculator   

https://www.bankofcanada.ca/rates/related/inflation-calculator/
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Commission defines it (Overview of digital finance), ñdigital finance is the term 

used to describe the impact of new technologies on the financial services 

industry. It includes a variety of products, applications, processes and 

business models that have transformed the traditional way of providing 

banking and financial services. Its characteristics include ñthe high speed of 

transactions, remote nature of service, automated decision-making, the role 

of intermediaries, and the involvement of non-financial entities.ò  

 

For financial consumers, the challenges posed by digital finance affect 

suitability of products to the consumer and safety primarily. For the World 

Bank (2017, p.3), ñFinancial consumer protection concerns that are raised by 

digital finance include transparency and electronic disclosure; product 

suitability; provider/agent liability; alternative data, big data, and data 

protection and privacy; effective recourse; and safety of consumer funds.ò17 

The key regulatory issues raised by digital financial inclusion relate to agents, 

anti-money laundering and countering financing of terrorism (AML/CFT)18 

rules, regulation of e-money, consumer protection, payment system 

regulation, and competition. Many of these issues fall within multiple 

regulators' competencies, requiring effective communication and collaboration 

among them, (Lauer & Lyman (2015). 

Factors affecting the evolution of the market for 

payday loans 

In this brief description of the context, several trade-offs are apparent. 

Shifting political and legislative priorities have shaped these trade-offs. 

Regulation itself alters incentives and the marketôs response to the changing 

incentives as well as the new opportunities afforded by technology go some 

distance to explaining the dynamics of this industry.  

 

Efficiency versus equity is the first higher order trade-off that frames the 

regulatory goals. On the one hand, the logic of the market privileges 

productive efficiency and supports minimal government intervention beyond 

 
17 The World Bank (2017, p. 5) defines ñalternative dataò as how companies assess the 

creditworthiness of consumers or to determine consumer profiles and market targeted 

products. Such data can include utility and mobile phone bills, mobile airtime consumption 

history, electronic payments, and social media. 
18 Anti-Money Laundering/Countering the Financing of Terrorism 

https://finance.ec.europa.eu/digital-finance/overview-digital-finance_en


25 

regulation designed to promote fair competition among suppliers for delivering 

to financially literate consumers the lowest cost products feasible. On the 

other hand, equity considerations privilege distributional fairness and supports 

more active government intervention to level the playing field for vulnerable 

consumers. 

 

Those arguing in favour of productive efficiency recognize the unequal 

outcome and justify support for it by suggesting that loan sharking 

alternatives will be all that much worse. This position takes the exclusion of 

many from mainstream credit as a given, which is a premise we do not 

accept.19 The absence of greater access to mainstream credit lies at the heart 

of the challenge facing the Public Utilities Board. Furthermore, the current 

structure of the payday loan industry and the assumption that a perfectly 

competitive market could be created simply by regulating for more 

competition is highly suspect due to the high administrative costs of small 

denomination credit. The industry structure is such that an efficient outcome 

cannot deliver an equitable outcome for the consumer. Therefore, the 

paramount goal of building and supporting financial resilience of Canadians 

demands active government intervention.  

 

The need to return fairness in consumer credit is becoming that much more 

critical to consider. Driving the increase in non-bank credit is an increase in 

financial vulnerability disproportionately affecting lower income people in 

Canada. An increase in economic inequality, and increase in precarity of 

incomes, and a decrease in access to mainstream credit are all key drivers 

behind the increased need for non-bank consumer credit. Yet, where the need 

for non-bank credit may be rising, the demand for payday loans may be 

subsiding as new forms of non-bank consumer credit emerge. Technological 

advances and the growth of online and digital alternatives drive these changes 

further and present even more challenges, intersecting as they do with the 

need for consumer protection and access in the digital marketplace. 

 

The focus of many debates is principally on the cost of these loans to 

consumers. As but one instrument in the regulators toolbox, the interest rate 

cap is important but alone inadequate to fully protect the vulnerable consumer. 

 
19  As mentioned above, provincial authority over credit unions offers legislators the means 

by which to address the root cause of the demand for non -bank credit. Assiniboine Credit 

Union offers an example that may be more broadly implemented with government s upport.  
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Here again trade-offs are apparent. Instrumental trade-offs centre on the 

choice of regulatory instruments. Price caps allow for clear identification and 

prosecution of violations but must be interpreted liberally to include all related 

costs. The somewhat artificial distinction between payday loans and 

installment loans, for example, underscore the limitations of trying to regulate 

the lending contract. Mutability of the credit contract requires vigilant 

supervision and enforcement with provincial licensing of suppliers one of the 

better means by which to be effective.  Licensing permits the licensing 

authority to limit access to the lending market while the concomitant power 

of license revocation provides a continuing stimulus for lender compliance, 

(Letwin, 1966).20  

 

The evolving nature and emerging issues in the non-bank credit markets 

combined with the narrow scope of federal legislation in this space justifies 

continued provincial vigilance. The number of policy instruments available to 

provincial legislators for protecting not only the payday loan consumer but 

consumers of the growing number of close consumer substitutes offer avenues 

for effective consumer protection to the benefit of vulnerable Manitobans.  

Such a stance is also a provincial safeguard against any potential reversal by 

a federal conservative government of the forthcoming (January 2025) national 

regulation to cap payday loans at 14%, should the conservatives win the next 

federal election.   

  

 
20  Alternatively, to privilege equity, regulators could choose to intervene in this market 

directly by subsidizing the delivery of affordable credit through provincially regulated credit 

unions, thus eliminating much of the consumerôs need for non-bank consu mer credit. The 

cost of a credit union supplying credit of the same amount to the same consumer may be 

less expensive than for the non -bank provider by virtue of the ability of the credit union to 

bundle more services thus reducing per unit operating costs  and take advantage of both 

economies of scale and scope. The small denomination loan will still be more expensive than 

loans of larger amounts, however, and hence credit unions would require some type of 

government support to offer viable substitutes at a n appropriate scale to meet consumer 

demand.  



27 

Appendix 2A Examples of online non-

bank credit* 

*Compiled by Mengyu Yuan 

2A1. Short-Term Non-bank Credit ï Payday Loans 

The Manitoba legislation (The Consumer Protection Act, CCSM c C200, s 137) 

defines a payday loan as a ñmeans an advance of money in exchange for a 

post-dated cheque, a pre-authorized debit or a future payment of a similar 

nature, but not for any guarantee, suretyship, overdraft protection or security 

on property and not through a margin loan, pawnbroking, a line of credit or a 

credit card. (çЃpr°t de d®pannageЃè),ò21  

 

The following table summarizes typical loan amounts and eligibilities for 
contracts on offer by principal online payday lenders operating in Canada as 

at 31May2024.  
 
Table 2A1.1. Payday Loans 

Loan Provider 

(Online)  

Interest Rate*  Loan 

Amount  

Loan 

Term  

Eligibility  

Cash4U  391.07%  $120 to 

$1,500  

Up to 

62 days  

Residents of Ontario or BC.  

Be employed, make at least $250 per 

net pay and at least 18 years of age 

and have an active bank account.  

CashMoney  365.00% (NFL) -  

517.08% (MB)  

$100 -  

$1,500  

Residents of Canada except for NFL, 

NWT, NU, QC, YT  

Age 18 or older. Photo ID. Steady 

source of income. Chequing Account. 

Phone Number  

MoneyMart  201.84% (AB) -  

517.08% (MB)  

$120 to 

$1,500  

Residents of Canada except for NS, 

NWT, NU, QC, YT, NB  

Age 18 or older, have a bank account, 

and be employed or have a steady 

source of income.  

Speedy Cash  365.00% (NFL) -  

443.21% (SK & 

MB)  

$100 -  

$1,500  

Residents of Canada except for NWT, 

NU, QC, YT, PEI  

 
21  A ñ"replacement loan" means (a) a payday loan arranged or provided by a payday lender 

as part of a series of transactions or events that results in the borrower's debt under 

another payday loan previously arranged or provided by that payday lender being r epaid in 

whole or in part; and (b)  a transaction or series of transactions specified in the regulations. 

(« pr êt de remplacement »)ò (The Consumer Protection Act, CCSM c C200, s 137.) 

https://cash4you.ca/personal-loans-ontario/
https://cash4you.ca/personal-loans-ontario/
https://www.moneymart.ca/loans/payday-loans
https://www.speedycash.ca/faqs/
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Age 18 or older. Photo ID. Bank 

Account. Proof of Address. Pay Stub.  

GoodDay  201.84% (AB) -

517.08% (MB)  

$100 -  

$1,500  

Residents of Canada except for NFL, 

NWT, NU, QC, YT  

Age 18 or older. Photo ID. Steady 

source of income. Chequing Account. 

Phone Number  

My Canada 

Payday  

391.07% (the 

rest) -517% (SK 

& MB)  

$100 -  

$1,500  

Residents of Canada except for NS, 

NWT, NU, QC, YT, NB, PEI  

Age 18 or older, have a bank account, 

and be employed or have a steady 

source of income.  

*Interest Rate uses Annual Percentage Rates. Actual cost may vary depending on the loan.  

 

  

https://goday.ca/
https://www.mycanadapayday.com/
https://www.mycanadapayday.com/
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2A2. Short-Term Non-bank Credit ï Cash Advances 

Many online loan providers use the terms ñCash Advanceò and ñPayday Loanò 

interchangeably. 

 

Examples of loan providers that treat Cash Advances as Payday Loans: 

¶ Money Mart: Cash Advance ï Online ï Canada | Money Mart 

¶ Go Day: Online Payday Loans & Short Term Loans in Canada | GoDay.ca 

¶ iCash: Cash Advance | iCash 

¶ My Canada Payday: Online Payday Loans in Canada | My Canada 

Payday 

There are a few loan providers that offer short term cash advance for 

Canadians with bank account and stable income. 

 
Table 2A2.1.  Short Term Small Amount Cash Advances 

Loan Provider 

(Online)  

Interest Rate*  Loan 

Amount  

Loan 

Term  

Eligibility  

Bree Early Pay  No interest or 

fees to access 

cash advance, 

fee for express 

funding (varies 

based on 

advance)  

$20 ï 

$250  

Up to 

61 days  

18 years or older, a Canadian resident 

and have a Canadian bank account 

that receives regular income.  

KOHO Cash 

Advance  

0%, 

subscription fee 

starting at 

$2/month  

$20 ï 

$250  

Flexible  All users with a KOHO account ï 

access higher loan amounts over time 

by using KOHO for everyday spending, 

repaying your monthly fees and using 

its other services  

 

2A3. Short-Term Non-bank Credit ï Title Loans 

A title loan is an option for borrowing money for consumers with a low credit 

score and car ownership. Most title loans are not short term. The federal 

government does not oversee title loans. Provinces and territories have 

different rules and regulations for title loan lenders. For example, some title 

loan lenders may need to have a license or be registered to operate. (Source: 

Adapted and excerpted from FCAC Title loans) 

 

 
 

https://www.moneymart.ca/loans/cash-advance
https://goday.ca/
https://icash.ca/how-it-works-cash-advance
https://www.mycanadapayday.com/
https://www.mycanadapayday.com/
https://www.trybree.com/about
https://www.koho.ca/cover/
https://www.koho.ca/cover/
https://www.canada.ca/en/financial-consumer-agency/services/loans/title-loans.html
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Table 2A3.1. Title Loan 
Loan Provider 

(Online)  

Interest 

Rate*  

Loan 

Amount  

Loan Term  Eligibility  

Title Loans 

Online 1 

14% -49%  $3,000 -  

$25,000  

24 Months to 

60 Months (2 -

5 Years)  

Residents of BC, AB, ON, NS, 

NB, SK  

Vehicles must be 9 years or 

newer (as of 2024)  

BHM Financial 2 Minimum 

30%  

$1,000 -  

$50,000  

2-5 years  Vehicles must be 8 years or 

newer (as of 2024). No 

outstanding loans (clear title). 

Paid out & insured. Steady 

income.  

GetLoan 

Approved.ca  

9.95% -  

29.00%  

$1,000 -  

$50,000  

Up To 6 Year  Vehicles must be 10 years or 

newer (as of 2024). No 

outstanding loans (clear title).  

*Interest Rate uses Annual Percentage Rates. Actual rate varies depending on the loan.  

2A4. Short-Term Non-bank Credit ï Installment 

Loans 

Installment loans are personal loans. They are unsecured medium-term 

financing for consumer spending (furniture, automobiles, or to consolidate 

other loans). Source: FCAC Personal Loans)  

 
Table 2A4.1. Installment Loan 

Loan Provider 

(Online)  

Interest 

Rate*  

Loan 

Amount  

Loan Term  Eligibility  

     

Cash Money  34.99% -  

46.93%  

$1000 -  

$10,000  

Open: as a 

Line of 

Credit  

Age 18 or older; Valid ID; Steady 

source of income; Open chequing 

account; Phone number  

easyfinancial  34.99%  $500 -

$100,000  

9-120 

months  

Valid Government issued photo ID; 

Proof of income; Void cheque or pre -

authorized debit form; Proof of address  

MoneyMart  29.90% -

46.90%  

$500 -

$15,000  

6 to 84 

Months  

Age 19 or older. Chequing Account. 

Steady source of income.  

Unavailable in Manitoba  

Cash 4 U  

 

46.93%  $1,000 -

$15,000  

12 to 60 

months  

Residents of Ontario.  

Age 18 or older. Bank Account. Steady 

source of income.  

Magical Credit  

 

58.27%  $1,500 -

$20,000  

12 to 60 

months  

Residents of ON, BC or AB. Bank 

Account. Fixed income.  

*Interest Rate uses Annual Percentage Rates. Actual rate varies depending on the loan.  

  

https://www.titleloansonline.ca/
https://www.titleloansonline.ca/
https://bhmfinancial.com/no-credit-car-title-loans
https://getloanapproved.com/
https://getloanapproved.com/
https://www.canada.ca/en/financial-consumer-agency/services/loans/personal-loans.html
https://www.cashmoney.ca/line-of-credit/
https://www.easyfinancial.com/installment-loans/
https://www.moneymart.ca/loans/installment-loans
file:///C:/ABSV%207Oct24/6.%20Scholarship/Projects%20-%20Current/Z%20Other-Collaborations/MB-PUB/1.%09https:/secure.cash4you.ca/OnlineLoan/%3fYWN0=5109d85d95fece7816d9704e6e5b0305
https://www.magicalcredit.ca/loan-types/installment-loans/
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3. Jurisdictional Scan22  

Brenda Spotton Visano 

 

In addition to the degree of government intervention and the question of the 

preferred approach to regulation, forms of government intervention through 

which consumer protections strengthened vary considerably ï from 

infrastructure regulation on one end of the modal spectrum to support for 

private solutions on the other.23  

 

To frame the variety of initiatives, practices, and possibilities, first we present 

a taxonomy of regulatory forms for interpreting the jurisdictional scan of 

regulations related to non-bank credit. Key features and some notable 

examples are offered for illustration. We then turn to the results of the scan 

themselves.  

 

The jurisdictions considered are Australia, European Union, France, Ireland, 

New Zealand, United Kingdom, and the United States of America.  Since non-

bank lending is a manifestation of constrained access to basic banking, we 

look to these developed economies with similar banking systems for 

comparator information.  

Typology of regulatory options 

Forms of regulations include infrastructure regulation, positive and negative 

obligations, disclosures, price ceilings, agency supports, and accountability 

and reporting. 

 

Infrastructure regulation entails the setting out of requirements that an 

entity/firm must meet as a condition of obtaining a license to operate. As 

noted above, licensing permits regulators access to the non-bank credit 

markets and the power of licence revocation promotes compliance.  

 

 
22 I am grateful to Jaskiran Sangha for exceptional research assistance with the scan of 

regulations in other jurisdictions. 
 
23  More broadly, full public ownership and universal delivery of consumer credit is another 

option but one that is not contemplated by any jurisdiction.  
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The licensing conditions may be framed as a positive obligation such as the 

obligation to offer an installment payment option to payday borrowers as is 

required in Alberta. Negative obligations as prohibitions of certain practices 

carries equal potential benefit. Prohibitions on certain loan collection practices 

is such an example. 

 

Disclosure requirements are valuable for ensuring consumers have the 

potential to be fully and accurately informed of the terms of the contract they 

are signing. Such requirements will be effective if reporting is in plain language 

and standardized such that the average consumer can easily compare across 

contract offers. Standardized loan labelling is necessary to prevent 

overwhelming the financial consumer with otherwise long and complex 

agreements. (Spotton Visano & Stapleton, 2024).  

 

All jurisdictions surveyed have some form of price ceiling. As we have seen, 

these caps on credit costs must be framed around the total cost of the loan to 

be effective. A companion legislation that may help to contain the full cost of 

the non-bank credit contract is a cap on the total amount that must be repaid. 

For example, New Zealand imposes a cap of twice the amount borrowed. 

 

Accountability and reporting are a means of not only monitoring activity 

but offer an avenue to collect the needed data on both supplier activities and 

practices and consumer circumstance.  The obligation to report data as are 

attached to the licensing requirement in both British Columbia and Nova Scotia 

are examples of such possibilities.  

 

Agency supports is another form of proactive government intervention. 

While not a feature of the regulation of non-bank credit per se, they comprise 

important complementary efforts to support consumers. The financial literacy 

efforts of the FCAC and many provincial governments are an example of such 

proactive supports for consumers. Where these efforts are important, they 

cannot be relied upon as the sole means of supporting consumers in this 

market, many of whom are in precarious financial circumstances. An example 

of the ways in which governments might go further to proactively support 

indebted financial consumers is the Australia consumer debt helpline.  

 

The tables below provide a snapshot of related regulations across several 

jurisdictions within and beyond Canada. We include some examples of 

https://policyoptions.irpp.org/magazines/october-2024/loan-labels/
https://www.accc.gov.au/consumers/debt/help-when-youre-in-debt
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initiatives designed to reduce dependency on high-cost loans to both round 

out the options and emphasise the need for alternatives to high-cost loans, 

including payday loans. 
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Table 1. Payday lending regulations 

Jurisdiction  
Policy/Legislation/  

Program/Initiative  

Description/Reasoning/Type 

of Regulation  
Additional Information  

Ontario  

Pay Day Loan 

Regulations 

(Provincial 

Regulations -  

Ontario)  

Federal price cap at $14 per 

$100 (Budget 2023)  

Ontario: Payday Loans Act, 2008  

¶  maximum charge immediately prior to 

federal cap, $15 per $100  

¶ two business days to cancel a Pay Day 

Loan contact without no penalty  

¶ rollover loans prohibited  

¶ can only lend up to 50 per cent of a 

borrower's net pay per loan  

Australia  

 

Australian Securities 

and Investment 

Commissions  

 

 

 

To promote fair and efficient 

market practices, to make sure 

Australian consumers informed, 

receive transparency when 

participating as a financial 

consumer  

 

Price cap  

Governmental body that 

regulates brokers of credit 

(such as payday loan lenders, 

Buy now Pay Later 

arrangements, does not include 

ADIs such as banks)  

 

 

 

Regulations on Payday Loans:  

Lender needs to do due diligence to make sure loan 

can be paid back such of verifying proof of income  

 

Small Credit Loans ($2000 or less)  

¶ loan term: 16 -365 days  

¶  one -off fee (no more than 20% of the 

loan amount  

¶ monthly fee cannot exceed 4%  

Medium Credit Loans ($2001 -$5000)  

¶ loan term: 16 -365 days  

¶ one - time fee of $400  

¶  maximum annual interest fee of 48% 

(including all fees and interest)  

Large Credit Loans (more than $5000)  

¶ maximum annual interest fee of 48% 

(including all fees and interest)  

 

Australia  

 

Financial Sector 

Reform Bill 2022  

 

 

Changes were aimed to address 

concerns about the high -cost 

nature of payday loans and 

their potential to trap borrowers 

in a cycle of debt  

 

Disclosure  

Negative obligation  

Outlines stricter  regulations to 

protect  consumers from 

predatory lending practices  

 

Some reforms pertaining to Payday Loans included:  

¶ Cap on repayments (cannot be more than 

10% of borrowerôs income)  

¶ Ban on predatory marketing (cannot use 

misleading advertising tactics)  

¶ Restriction of Loan Referrals: if denied a 

payday loan, cannot refer denied applicant 

to another payday loan lender  

 

European 

Union  

 
 

Consumer Credit 

Directive ((EU) 

2023/2225)  

To further consumer protections 

on new payment methods such 

as BNPL and growing non -bank 

loan sectors such as payday 

loans  

 

The Directive Outlines the following:  

¶ Member Nations have until November 

2025 to implement changes into their 

domestic laws  

¶ Will include ómicroloansô, ú200 to or less 

¶ Credit Checks will be completed before any 

agreement is finalized (to confirm if 

individual scan make payments)  

¶ 14 days right to withdrawal from 

agreement  

Other stipulations revolving around transparency in 

advertising and written contract  

   

https://asic.gov.au/for-consumers/loans-and-credit-cards/
https://asic.gov.au/for-consumers/loans-and-credit-cards/
https://asic.gov.au/for-consumers/loans-and-credit-cards/
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r6909
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r6909
https://eur-lex.europa.eu/eli/dir/2023/2225/oj
https://eur-lex.europa.eu/eli/dir/2023/2225/oj
https://eur-lex.europa.eu/eli/dir/2023/2225/oj
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Jurisdiction  
Policy/Legislation/  

Program/Initiative  

Description/Reasoning/Type 

of Regulation  
Additional Information  

France  

 

Articles L. 314 -6 to 

L. 314 -9 of the 

French Consumer 

Code  

Articles provides National 

Regulations on usury rates for 

consumer loans  

Article L. 314 -6 to L. 314 -9 outlines the following:  

¶ Usury rate is calculated by the average 

effective rate is then increased by one 

third, and are annual rates  

¶ Cash Loans less than ú3000: 22.32% 

¶ Cash loans greater than ú3000 and less 

than ú6000: 13.50%  

¶ Cash loans greater than ú6000: 7.75% 

 

Ireland  

 

Consumer Credit Bill 

2022  

National regulations that outline 

the usury rate for consumer 

loans  

Consumer Credit Bill 2022outlines the following:  

interest cap at a maximum rate of 1.0% per week 

with a maximum, upper annual limit of 48%  

New Zealand  

 

 

Credit Contracts and 

Consumer Finance 

Act 2003  

 

 

 

Price cap  

Negative obligation  

Legislation that provides 

protections for consumers in 

regards to Pay Day Lending 

Loan s and Mobile (Clothes) 

Truck Shops  

 

The Act outlines the following:  

¶ Lenders cannot ask you to pay back more 

than twice the amount borrowed  

¶ Cannot charge compound interest  

¶ Cannot charge more than 0.8% of the 

unpaid loan balance in interest and fees 

per day when averaged across the loan 

term  

¶ Default fees for missed payments must be 

$30 or less  

 

Lenders must be able to work out if you can pay 

back the loan  

¶ Lender must check income and expense 

before issuing loan  

 

UK 

 

Payday Loan   

Ensuring that borrowers are not 

subjected to excessive financial 

burdens  

To protect consumers from high 

and unfair interest rates and 

charges associated with payday 

loans  

Price cap  

 

Initial cost cap of 0.8% per day -  Lowers the cost for 

most borrowers  

 

Fixed default fees capped at £15 -  Protects 

borrowers struggling to repay  

 

Total cost cap of 100% -  Protects borrowers from 

escalating debts  

 

USA 

 

Payday Loans 

Regulations (state 

level)  

 

To provide regulations on short -

term loans that normally donôt 

require credit checks or other 

background information  

 

Price cap  

Negative obligation  

State level regulations on 

single -payment, short - term 

loans such as, maximum loan 

amount, maximum loan term 

and financial charges  

 

Thirty -seven  states have specific statutes that allow 

for payday lending  

 

State of New York:  

¶ Pay Day Lending is illegal  

 

State of California  

¶ Civil Code §1789.30 et seq. and Financial 

Code §23000 et seq .  

¶ Maximum loan amount can be $300.00  

¶ Maximum loan term is 31 days and fees 

for the loan cannot exceed 15%  

 

 

  

https://www.legifrance.gouv.fr/codes/article_lc/LEGIARTI000032303335
https://www.legifrance.gouv.fr/codes/article_lc/LEGIARTI000032303335
https://www.legifrance.gouv.fr/codes/article_lc/LEGIARTI000032303335
https://www.legifrance.gouv.fr/codes/article_lc/LEGIARTI000032303335
https://www.citizensinformation.ie/en/money-and-tax/personal-finance/loans-and-credit/moneylending-in-ireland/
https://www.citizensinformation.ie/en/money-and-tax/personal-finance/loans-and-credit/moneylending-in-ireland/
https://www.consumerprotection.govt.nz/general-help/consumer-laws/credit-contracts-and-consumer-finance-act/
https://www.consumerprotection.govt.nz/general-help/consumer-laws/credit-contracts-and-consumer-finance-act/
https://www.consumerprotection.govt.nz/general-help/consumer-laws/credit-contracts-and-consumer-finance-act/
https://www.fca.org.uk/news/press-releases/fca-confirms-price-cap-rules-payday-lenders
https://www.ncsl.org/financial-services/payday-lending-state-statutes
https://www.ncsl.org/financial-services/payday-lending-state-statutes
https://www.ncsl.org/financial-services/payday-lending-state-statutes
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Table 2. Other high-cost loans 

Jurisdiction  
Policy/Legislation/  

Program/Initiative  

Description/Reasoning/Type 

of Regulation  
Additional Information  

Canada  

 

Buy Now, Pay Later  

Credit card 

substitutes  

 

Regulations can ensure that 

consumers are provided with clear 

and transparent information about 

interest rates, fees, and 

repayment schedules, protecting 

them from potential financial harm  

 

No federal regulation on BNPL  

 

 

Currently offered by credit cards linked to major 

banks and other third -party providers (ex: Klara, 

agreements with stores)  

 

TD Visa Payment Plans  

Ą no interest  

Ą depending on duration of payment - there is a 

payment plan fee (ex: 6 month duration, is 4% 

payment plan fee)  

Ą primary credit card holder is eligible  

Ą account has to be in good standings  

 

CIBC Pace It  

Ą no interest  

Ą one time installment fee of 2% of purchase 

amount  

Ą depending on duration of payment - there is a 

payment plan fee (ex: 6 month duration, is 

6.99% payment plan fee)  

Ą primary credit card holder is eligible  

Ą account has to be in good standings  

Canada  

 

Tax Rebate 

Discounting Act  

To protect the rights and interests 

of individuals who use discounting 

services to get their income tax 

refunds  

To provide regulations on 

advances on tax returns for those 

who request the service  

CRA Fee Regulation: 15% for the first $300 of 

your refund, and then 5% on the rest  

Ą can only be eligible if there are no outstanding 

debts or liens  

Quebec: illegal to discount refunds of Quebec 

provincial income tax  

New Zealand  

 

Fair Trading Act  

Provides consumers with 

protections that traders must 

abide by  

 

Disclosure  

Positive obligation  

Provides regulations on LayBy 

buying (does not apply to Buy 

Now, Pay Later Arrangements)  

 

 

Layby means you pay instalments and get the 

item once it's paid off  

 

Regulations on Layby:  

¶ Pay no more than the original set price 

of the product  

¶ Have your products kept safely by the 

trader until you have fully paid them 

off, unless you donôt make payments 

¶ A written copy of the layby contract 

before you buy  

¶ A free statement of your account at 

any time  

¶ Cancel the sale at any time before the 

final payment and get a refund ð 

minus a reasonable cancellation fee.  

¶  

UK 

 

Buy Now, Pay Later 

(BNPL) Regulations  

 

Regulations can ensure that 

consumers are provided with clear 

and transparent information about 

interest rates, fees, and 

repayment schedules, protecting 

them from potential financial harm  

 

Disclosure  

The UK Government does not 

regulate BNPL providers but has 

encouraged providers to more 

transparent and fair contract 

UK Government planning on making regulations 

through the FCA in the future  

https://www.canada.ca/en/financial-consumer-agency/services/loans/buy-now-pay-later.html
https://www.td.com/ca/en/personal-banking/advice/day-to-day-banking/payment-plans
https://www.cibc.com/en/personal-banking/credit-cards/manage/installment-plans.html
https://www.canada.ca/en/revenue-agency/services/e-services/digital-services-businesses/information-discounters.html
https://www.canada.ca/en/revenue-agency/services/e-services/digital-services-businesses/information-discounters.html
https://www.consumerprotection.govt.nz/general-help/ways-to-buy-and-pay/laybys-and-buy-now-pay-later/
https://www.fca.org.uk/news/statements/fca-drives-changes-buy-now-pay-later-bnpl-firms-contract-terms
https://www.fca.org.uk/news/statements/fca-drives-changes-buy-now-pay-later-bnpl-firms-contract-terms
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Jurisdiction  
Policy/Legislation/  

Program/Initiative  

Description/Reasoning/Type 

of Regulation  
Additional Information  

terms  

 

 

 

USA 

 

 

Federal Regulation Z 

of the Truth in 

Lending Act of 1968  

 

Protects consumers against 

inaccurate and unfair credit billing 

and credit card practices  

 

Disclosure  

Lenders such as payday loans, 

pawn shops,  and prepaid credit 

cards, buy now pay later,  must 

disclose the cost of their loans, 

including the fee and interest  

 

For example, any type of advertising for Buy 

Now, Pay Later programs must include an 

example of a breakdown of costs based on 

agreements in the advertising  

 

  

https://www.occ.treas.gov/topics/consumers-and-communities/consumer-protection/truth-in-lending/index-truth-in-lending.html
https://www.occ.treas.gov/topics/consumers-and-communities/consumer-protection/truth-in-lending/index-truth-in-lending.html
https://www.occ.treas.gov/topics/consumers-and-communities/consumer-protection/truth-in-lending/index-truth-in-lending.html
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Table 3. Small-value credit ï Affordable products 
Jurisdiction  Policy/Legislation/  

Program/Initiative  

Description/Reasoning/Type of 

Regulation  

Additional Information  

Canada  

 

Vancity Fair & Fast 

Loan  
 

Eligibility based on your income, not your 

credit score.  

Australia  

 

No- Interest Loan 

Program  started by 

non -profit organization 

called Good Shepard 

that will pay invoice for 

an emergency  

  

Provides an alternate means of 

borrowing that does not put individual 

in further financial hardship through 

paying fees or interest  

Organization does not give out cash, does 

not pay bills or debts  

 

Individuals can Borrow up to $2000 for 

essential goods and services such as:  

¶ educational expenses  

¶ car repairs  

¶ household item repair  

 

Individuals can borrow up to $3000 for:  

¶ Rent in advance  

¶ Costs associated with natural 

disaster  

 

 

USA 

 

National Credit Union 

Administration: Payday 

Alternative Loan (PAL)  

installment loan  

 

Final Rule (PALs II) do not replace current 

existing alternatives to Payday Loans  

 

The final Rule (PALs II) approved today 

includes:  

¶ Allows a federal credit union to 

offer a PALs II loan for any 

amount up to $2,000;  

¶ Requires PALs II loans to have a 

minimum term of one month with 

a maximum of 12 months;  

¶ Allows a federal credit union to 

make a PALs II loan immediately 

upon the borrowerôs establishing 

membership; and  

¶ Restricts a federal credit union to 

offering only one type of PALs loan 

to a member at any given time.  

 

USA 

 

National Credit Union 

Administration (NCUA)  

Price cap  

Positive obligation  

 

as an alternative to payday loans  

To provide credit union members with 

an alternative to high -cost payday 

loans, the National Credit Union 

Administration (NCUA) allows federal 

credit unions to offer small -dollar 

loans called PALs. The borrower must 

be a member of the credit union for 

at least 1 month.  

A federal credit union can charge an 

application fee only in the amount needed to 

recoup the actual costs associated with 

processing the application, up to $20. PAL 

amounts can range from $200 to $1,000. 

The loan term must range from 1 to 6 

months. Up to t hree PALs may be granted to 

the same borrower during a six -month 

period, as long as no PAL overlaps or is 

rolled over.  

 

 

  

https://www.vancity.com/Loans/TypesOfLoans/FairAndFastLoan/
https://www.vancity.com/Loans/TypesOfLoans/FairAndFastLoan/
https://goodshep.org.au/services/nils/
https://goodshep.org.au/services/nils/
https://ncua.gov/newsroom/press-release/2019/payday-alternative-loan-rule-will-create-more-alternatives-borrowers
https://ncua.gov/newsroom/press-release/2019/payday-alternative-loan-rule-will-create-more-alternatives-borrowers
https://ncua.gov/newsroom/press-release/2019/payday-alternative-loan-rule-will-create-more-alternatives-borrowers
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Table 4. Dedicated Emergency Loans 

Jurisdiction  
Policy/Legislation/  

Program/Initiative  

Description/Reasoning/Type of 

Regulation  
Additional Information  

Canada  

 

 

Rent Banks  

Central Okanagan Rent 

Bank  

Toronto Rent Bank  

 

 

to provide interest - free loans to low -  

and middle - income people struggling 

to pay rent.  

 

The Kelowna branch of the Canadian Mental 

Health Association has unveiled a pilot 

project that is aiming to increase housing 

stability in the Central Okanagan.  

 

The rent bank loan can be compared to a 

loan, but only for paying rent or utilities ï 

and, importantly, without high interest 

rates.  

Australia  

 

 

Service Australiaôs 

Advance Payment  

 

 

 

Provide support for vulnerable 

individuals that do not involve third 

party lenders or providers  

 

Individuals who receive Social Benefits 

from an Australian programme can 

request an advance payment for part 

of future benefit  

 

Some of the criteria include:  

¶ Need to be a part of respective 

program for at least three months  

¶  Only one advance is allowed per 

year  

¶  Cannot get an advance if there is 

a debt to the Australian 

Government  

¶  Cannot get advance if you are 

going out of the country  

Advance payment amount depends on 

program  

¶ old age pension advances (if 

single): highest amount $ 

$1559.25, lowest amount: 

$519.75  

¶ Family Tax Benefit (FTB) Part A, 

advances cannot go over 

$1,296.09  

 

UK 

 

 

Advance Payments on 

Social Benefits  

 

 

Allows for w an alternate method of 

borrowing for vulnerable individuals  

After acceptance into social program, 

an advance payment can be made if 

there urgent needs  

 

 

No interest on return payments  

 

Return payments will be taken from each of 

your benefit payments  

 

New Zealand  

 

Advance Payment of 

Benefit  

 

An advancement on social service 

benefit in case of an emergency  

 

To help you pay an essential or 

emergency cost if you can't pay it 

another way  

 

 

Must be accepted into a social service 

program  

 

Money is loaded up onto payment card  

 

Money must be spent within seven days or 

funds are removed  

 

Reasons for advance payment include: 

ambulance fees, school fees, necessary 

home repair  

 

New Zealand  

 

 

Special Needs Grant  

 

 

One- time payment to help you pay an 

essential or emergency cost  

 

To assist vulnerable New Zealanders 

with an alternate method of lending 

during times of need  

 

Requirements:  

¶ NZ Citizen, Perm Resident, intend 

to stay in NZ  

¶ Takes into consideration income 

and assets but, amount given is 

dependent on situation  

https://www.cmhakelowna.com/programs-supports/central-okanagan-rent-bank
https://www.cmhakelowna.com/programs-supports/central-okanagan-rent-bank
https://www.toronto.ca/community-people/employment-social-support/housing-support/financial-support-for-renters/toronto-rent-bank/
https://www.servicesaustralia.gov.au/advance-payment?context=22151
https://www.servicesaustralia.gov.au/advance-payment?context=22151
https://www.gov.uk/short-term-benefit-advance
https://www.gov.uk/short-term-benefit-advance
https://www.workandincome.govt.nz/products/a-z-benefits/advance-payment-of-benefit.html
https://www.workandincome.govt.nz/products/a-z-benefits/advance-payment-of-benefit.html
https://www.workandincome.govt.nz/products/a-z-benefits/special-needs-grant.html
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Jurisdiction  
Policy/Legislation/  

Program/Initiative  

Description/Reasoning/Type of 

Regulation  
Additional Information  

¶ Can assist in buying food health 

travel costs, dental treatments, 

etc.  
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4. Payday lending in Canada and 

abroad: A literature review on 
the thinking and practice of 

lending and regulating a 

conflicted industry 

JERRY BUCKLAND 

Summary of the literature reviews  

The literature on financial exclusion and particularly on the impact of payday 

lending and caps is more established in the United States as compared with 

Canada.24 The literature summarized here has highlighted the payday loan 

literature for Canada and the more focused payday loan and cap impact 

literature in the United States and elsewhere.25  

 

The literature search was undertaken in 2023 and again in 2024. In each case 

the focus of that literature search was twofold (Table S.1). The first focus, 

intended to find as many Canadian studies as possible, focused on the longer 

time period, roughly 2002 to the present, looking for studies examining the 

financial exclusion and payday lending in Canada. In total (including 2023 and 

2024 results) twenty studies were found. The second search, focused on a 

more recent period (approximately the last five years), with no specific 

geographic parameters, and was more specifically focused on studies that 

seek to measure the impact of payday loans and rate caps on consumers. A 

total of thirty-six of these studies were found. This literature is almost entirely 

from the United States and is reported below. There were a total of 56 studies 

identified for this review.  

 

Table S.1 Number of studies, Canada and General, by search year  

Focus  2023  2024  Total  

 
24 This is a modified and updated summary of a literature review originally completed for the Department of Finance 

Canada in 2023, and is used with their permission. The literature searches were completed using Econlit, Jstor, and Web of 

Science databases. 
25 This is not to say that there is not equivalent financial exclusion literature, general in nature, in the U.S. There is. But for 

the purpose of this study the scope of the U.S. literature was narrowed onto the payday loan and cap impact.  
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Canada  17  3 20  

General  20  16  36  

Sub - total  37  19  56  

Canada literature highlights  

The literature on payday lending in Canada is relatively light, as compared 

with the United States. Some key results from these studies include,  

 

¶ The literature on payday lending in Canada grapples with the inherent 

character of the industry and the experience of consumers and generally 

agrees that payday lending and other fringe financial services are the 

result of a broader problem of social-financial exclusion. This is partly 

the result of markets responding to demand, itself driven by income and 

wealth, which when unbalanced and uneven, place some people in the 

margins.  

¶ Regulation of payday lending has tended to be instrumental in nature 

and not based on a broader financial exclusion perspective. Outside of 

Quebec, regulations have sought to set a rate cap that enables the most 

efficient payday lender to operate. Limited effort has focused on building 

more safe and affordable financial products for financially excluded 

people.  

¶ Unlike the United States, there are limited publicly available data on 

payday lending, limited studies examining its impact on consumers, and 

few studies exploring the impact of payday loan regulations on 

consumers.  

¶ Studies find a strong, but not perfect, correlation between poverty and 

payday loan use. Many payday loan consumers are low income but some 

are middle income and a few others are high income.  

¶ There is some evidence that the poorest borrowers, and not the better-

off borrowers, are more likely to end up in a debt spiral.  

¶ There is tension around the causation of payday loan borrowing. Some 

(Lamb 2024) find that low-income people have lower financial literacy.  

By extension, one might argue that it is lower financial literacy that leads 

one to use payday loans. But others (Buckland et al. 2018) argue that 

it is the paucity of choice that leads low-means borrowers to use payday 

loans, not their financial illiteracy.  



46 

¶ Few studies have examined online payday loans but Denise Barrett 

Consulting (2015) found in their online audit process that unlicensed 

and online payday lenders were more likely to not comply with provincial 

regulations, as compared with payday lenders that were licenses.  

¶ Finally most studies support the need for rate caps to prevent the worst 

excesses of payday lending. This enables the most efficient lender to 

operate and consumers are able to access the product. However one 

study Dijkema 2019 argues that rate caps reduce the number of payday 

loan outlets and harm certain consumers (who accessed loans through 

the now closed outlets). Robinson (2016 and in Buckland et al. 2018) 

argues that rate caps will tend to push lenders (and con sumers) to 

concentrate more business in fewer outlets.   

General literature highlights  

The non-Canadian literature, mainly from the United States, explores a 

number of interesting issues around payday lending26  and its regulation. 

Some of the key issues raised in this literature include the following,   

¶ Akin to the impact of the COVID-19 pandemic, the reliance of people on 

payday lending and other fringe financial services highlight the reality 

of an unequal economic system. While most middle- and upper-income 

citizens experience relatively cheap and decent quality financial 

services, some people, often poor and racialized, pay more for services 

of equal or lower quality. This phenomenon presents us with a moral 

dilemma. Some argue that this is the efficient workings of the market 

(and not a moral issue) while most argue that there seems to be a 

problem.  

¶ This raises another important insight from this literature and that is the 

need to study the lived experiences of people relying on payday loans. 

By engaging in this study, we are better able to understand the impact 

of this system and to assess the moral issue just discussed.  

¶ One of the most poignant issues related to payday lending is the debt 

spiral issue. This is the concern that payday lending is misaligned with 

the needs of certain consumers, that its use is unsafe, and, that by 

adding a debt load to their challenges, it worsens their finances. It is 

clear from the literature that certain payday loan clients experience this 

situation and that ties in with the next point, that payday loan clients 

 
26 Some studies examine experiences with other fringe bank services, e.g., instalment loans. 
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come from a variety of socio-economic backgrounds, and some are 

better served by payday loans and some are worse served, or indeed, 

harmed.  

¶ Also, the literature has found that payday loan consumers are not static 

in their demand but will evolve as payday loan productsô prices and 

availability change.  

¶ Moreover, payday loan companiesô products mutate as new regulations 

are put in place but consistently demonstrate problematic practices.  

¶ Regarding the impact of regulations on the supply-side, studies have 

found,  

o Restrictive payday loan caps that disallow payday lending do not 

lead to a large shift of consumers to use online payday loans 

(Dasgupta and Mason 2020) 

o Modest payday loan caps that enable most efficient suppliers can 

lead to an increase in loan volume (Fekrazad 2020, Ferrari et al. 

2018) 

o When adjoining states have different payday loan regimes, 

location in the restrictive state (near or far from the border) 

affects payday loan uptake (Lukango and Miller 2018) 

o High cost finance companies develop new products as regulations 

change (Ramirez 2019a) 

o Installment loan caps lead firms to offer more larger loans and 

fewer smaller loans creating some óloan desertsô (Durkin, 

Elliehausen and Hwang 2017) 

¶ Regarding the impact of regulations on the demand-side, studies have 

found,  

o Since payday loan consumers come from various socio-economic 

backgrounds, the impact of caps will vary  

o As rate caps are implemented some people, often unemployed and 

poorer, have poorer access to loans (Ferrari 2018) 

o There is evidence that in the face of rate cap implementation, 

some cases consumers shift to using other products (e.g., from 

payday loan to pawn loan) (Bhutta and Homonoff 2016). 

Canada-focused or based literature  

There has been limited analysis of fringe or alternative financial services in 

Canada, particularly in comparison to the U.S. There has not been the kind 
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and number of focused studies, as in the United States and reported below, 

on the impact of payday lending and the consequences of the introduction of 

interest caps. The literature in Canada has tended to be general or abstracted 

in nature. The research ha s tended to seek to understand the role and nature 

of fringe/alternative financial services. The academic study of fringe lending 

has come primarily from community - focused researchers in disciplines such 

as Economics, Politics, and various interdisciplinar y programs (Aitken 2013, 

Bowles et al. 2011, Buckland 2012, Buckland and Martin 2005, Kobzar 2012, 

Lamb 2024, Lamb 2016, Simpson and Islam 2018) and from various 

government agencies, e.g., Statistics Canada (Pyper 2002). This literature has 

addressed sever al aspects of fringe/alternative financial services including 

conceptual and theoretical aspects of consumer finances on the margin 

(Aitken 2013, Buckland 2012), legal aspects of alternative credit markets 

(Henderson and Malatesta 2019, Kitching and Starky  2006, Kobzar 2012a, 

Kozbar 2012b), field studies examining the impact of fringe banks on 

individuals and communities (Bowles et al. 2011, Buckland and Martin 2005, 

Lamb 2016), and measurement studies (Lamb 2024, Pyper 2002, Simpson 

and Islam 2018). There has also been important policy -oriented work 

undertaken by various organizations including substantial work on payday 

lending regulations in Manitoba (Robinson 2016), consumer research 

organizations (e.g., Consumer Council of Canada) and think tank reports  (e.g., 

Cardus) ( Dijkema 2019).  

 

The original literature search identified 17 studies (Aitken 2013, Akrong  and 

Henderson 2021, Bowles et al. 2011, Buckland 2012, Buckland et al. 2018, 

Buckland and Martin 2005, Denise Barrett Consulting 2015, Denise Barrett 

Consulting 2018, Dijkema 2019, Henderson and Malatesta 2019, Kitching and 

Starky 2006, Kobzar 2012a, Kozbar 2012b, Lamb 2016, Pyper 2002, Robinson 

2016, Simpson and Islam 2018) used for this synthesis. The 2024 update 

added three more studies ( El Hazzouri et al. 2024, Lamb 2024, Schwartz and 

Ben - Ishai 2023) and this included more coverage of one book (Bucklan d et al. 

2018), for a total of 20 studies.  

 

Delivery agencies engaged in financial empowerment programing associated 

with financial counselling, asset -building, and financial literacy (e.g., SEED 

Winnipeg, Momentum/Calgary) have been concerned about the fringe bank 

phenomenon. And advocacy and anti -poverty organizations such as ACORN 

Canada, ACEF, and Prosper Canada have been active in efforts to change 
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regulations related to financial exclusion. Some of these organizations have 

engaged in action to change policy and regulations related to fringe financial 

services. Some mainstream financial service firms that engage in financial 

inclusion efforts, e.g., Desjardins Federationôs solidarity loan, Vancity credit 

unionôs Fair and Fast loan, and Canada Post/TD Banks small loan program.  

Conceptual and theoretical aspects of consumer 

finances on the margin  

These studies, while authored by academics in Canadian institutions do not 

limit their scope to Canada. For instance, Buckland (2012) seeks to categorize 

different sorts of theories that reflect on financial exclusion through a 2 x 2 

continuum with level of (human) rationality on one axis and level of 

institutional importance on the other (p.63). This rubric enables one to 

compare a variety of financial exclusion theories, from neoclassical theories, 

behavioural theories, institutional theories, and political economy theories. 

Aitken (2013) presents a political economy theory of financial exclusion. He 

argues that responses to the rise of payday lending, and the troubles it 

creates, have been óregulatory localism.ô He argues that this response is 

ineffective because payday lending is an increasingly global phenomenon 

embedded in a deepening capitalist system.   

 

Buckland et al. (2018) edited and also wrote chapters in the most 

comprehensive book examining payday lending in Canada, with the ultimate 

objective of recommending how to regulate it.  It is composed of eight 

chapters, each of which is summarized here:  
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Chapter 1: Introduction 

 

The chapter explains the basic nature of payday loans and summarizes 

extensive prior research evidence, most of it from the US, and lays out the 

sections of the book: 

¶ statistical and socio-economic evidence on the nature of the borrowers,  

¶ a business analysis and model to determine an appropriate limit on the 

fees charged for a payday loan 

¶ Two chapters explore ethical issues and the development of the law 

governing payday loans in Canada and some American jurisdictions.  

¶ One chapter describes various mainstream alternatives that exist or 

could exist to payday lending.  

¶ A concluding chapter with recommendations for regulation to reduce the 

harm payday loans cause lower income and disadvantaged Canadians. 

Chapter 2: A Statistical Profile of Payday Loan Clients 

 

The common view sees the clients as working poor with low education. 

Economists Wayne Simpson and Khan Islam analyse data on payday loan 

clients in the Survey of Financial Security and Canadian Financial Capability 

Survey to compare with non-clients. The common view is not entirely true. 

The clients tend to be low income, but not the lowest income. They do have 

much lower wealth and most of them lack access to cheaper forms of credit 

from banks and credit unions. However, the income gap has been declining 

over time and also the gap in education. There are a significant number of 

payday loan clients in upper income quintiles. They are not necessarily 

working. ñPaydayò now means any consistent incoming payment, including 

retirement and disability pensions, welfare, Canada Child Benefit and 

Employment insurance payouts. The early payday lenders accepted only 

income from employment, but now almost any regular and verifiable source 

of cash flow is accepted. 

 

Chapter 3: How and Why People Use Payday Loans 

 

The focus shifts to the social characteristics of borrowers. Buckland analyses 

data from Winnipeg surveys and a focus group. The chapter examines why 

consumers turn to payday loans despite their high costs and the cycle of debt 

that can ensue. Factors such as financial literacy, urgent financial needs, and 

lack of alternatives are discussed in detail. The payday lenders are seen as 
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much more friendly and convenient than banks. A few borrowers used the 

loans strategically, only when absolutely necessary, and viewed the enforced 

repayment as good discipline, but the majority found it easy to get into a cycle 

of repeat borrowing, a debt trap. Unexpected emergencies were not the 

prevalent reason for taking payday loans. Most borrowers were using them to 

meet their everyday ongoing expenses. 

 
Chapter 4: A Business Analysis of the Payday Loan Industry 

 

Finance professor Chris Robinson uses published financial statements and 

other data to characterise how the business works:  

¶ They are small businesses with considerable concentration in a few 

chains and low volumes per store ï 10 to 20 loans per day. Accordingly, 

they must charge very high fees 

¶ High operating leverage. Most costs just to open the store are fixed. 

¶ High bad debts, though operating costs are a far more significant factor 

¶ Very high repeat business. The great majority of customers take several 

loans per year with thousands of customers taking them more frequently 

than once a month 

¶ They require very little capital investment 

¶ Only two lines of business contribute materially: cheque cashing and 

payday loans. The payday loan business was growing quickly and 

cheque cashing declining. 

The chapter then develops a model of how to regulate the fee the lenders 

charge so that an efficient lender will continue in business but not earn excess 

profits. Robinson finds that a fee of $15 per hundred dollars of loan is the right 

fee. A regulation that sets a maximum permitted fee is called a rate cap in the 

industry. 

 
Chapter 5: Ethical Issues Related to Payday Lending 

 

Chris Robinson, finance and Denys Robinson, ethicist, examine the ethical 

arguments for and against payday lending. These arguments are never black 

and white. Payday lenders exploit their clients and the evidence is clear that 

they were charging excess fees, taking advantage of their market power and 

the lack of alternative credit for their customers. On the other hand, the 

industry argues that the clients need credit and they are providing it. A more 

pervasive ethical problems is adverse selection and unfair cross-subsidisation. 
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Payday lenders charge a single price to every client, but some clients are far 

more likely to default. The price charged must cover all default losses, and so 

low risk borrowers are inherently subsidising the high risk borrowers. They 

also examine it from the perspective of the social responsibility analysis of 

payday lenders and find that the lenders fail on this criterion. They conclude 

that there is a case for government intervention to protect the borrowers, and 

the remaining question is how to regulate and how tightly to regulate. 

 

Chapter 6: Mainstream Alternatives 

 

Economist Spotton Visano describes the mainstream financial services 

provision of credit and the barrier that lower income consumers and remote 

communities face to access credit. Some very modest alternative credit 

offerings from credit unions are described. The mainstream banks have proved 

adept at skirting regulations meant to empower all customers to have 

reasonable access to mainstream financial services and so regulation is seen 

to be necessary. The more difficult question is whether the existing regulation 

goes far enough. 

 
Chapter 7: Payday Lending Regulation 

 

Lawyers Katrine Dilay and Byron Williams describe the current regulation of 

payday lending in Canada and how it developed. They compare payday lending 

regulation in Canada with practices in other countries. The authors identify 

common challenges and successful strategies employed in jurisdictions such 

as the United States, the United Kingdom, and Australia, offering insights that 

could inform Canadian policy and practice. 

 

Chapter 8: Conclusion 

 

The editors synthesize the insights from previous chapters to conclude that 

regulation is essential to protect consumers in a market where they are at a 

disadvantage. They offer policy recommendations.  

¶ The most important policy recommendation is expansion of access to 

mainstream financials services, including access to modest amounts of 

credit, to all Canadians. This could include offering a minimum level of 

overdraft protection to all clients for reasonable fees, and providing low 

fee bank accounts for the lowest income Canadians. 
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¶ The ideal would be a ban on payday loans with the banks and credit 

unions providing the substitutes for those who need them. 

¶ If there is no political appetite for a ban, then regulation to a rate cap 

of $15 per hundred and limitations on fees for repeat borrowers and 

fees for borrowers who cannot repay immediately are essential. At the 

time of writing in 2018, none of the provinces had  lowered the rate cap 

to $15. 

Legal and political aspects of alternative credit 

markets  

Several studies have addressed the legal and regulatory aspects of 

fringe/alternative financial services (Akrong and Henderson 2021, Henderson 

and Malatesta 2019, Kitching and Starky 2006, Kobzar 2012). Akrong and 

Henderson (2021) critically examine the regulation of cheque-cashing and 

payday lending during the pandemic, among other things, and note that 

installment loans present a gap in current regulation.  Henderson and 

Malatesta examine the rent-to-own industry and find that while this sector 

targets low-income Canadians there is a lack of specific regulation of the 

sector. Kitching and Starky (2006), with the Parliamentary Information and 

Research Service, offered a concise explanation of Bill C-26 which would 

exclude payday lending from application of the Criminal Rate of Interest in 

provinces that create payday loan regulation.  

 

Kozbar (2012a, 2012b) undertakes a critical examination of the way in which 

payday lending regulations were first established in Canada in the mid-2000s. 

She argues that the method of regulation determination is the ópolicy network,ô 

one that is consistent with a neoliberal globalized state structure. ñPolicy 

networks, it has been frequently argued, have evolved as a way of developing 

policy in an increasingly complex and fragmented regulatory environment in 

a manner that is both routinized and politically manageable (Kozbar 2012a, 

p.33).ò  She argues that this process leads to results that are inconsistent and 

political. Kobzar (2012b), in her PhD dissertation, undertakes an expansive 

review of payday lending regulations in Canada. She argues that payday loan 

regulations are vulnerable to pressure and change because of the moral and 

political factors at work in creating regulations in the first place.  
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Field studies examining the impact of fringe banks 

on individuals and communities  

There have been several neighbourhood -based studies focused on the 

experience of people with limited meansô experiences with consumer finances 

(Bowles et al. 2011, Buckland and Martin 2005, Lamb 2016, El Hazzouri et al. 

2024). This sample of these types of studies focused on low-means 

communities in Prince George (Bowles et al. 2011), Winnipeg (Buckland and 

Martin 2005), and Kamloops (Lamb 2016). These studies use mixed --

quantitative and qualitative-- methods to understand the state and utilization 

of consumer financial services. Surveys, key-person interviews, focus group 

discussions, and questionnaires are common methods used. These studies find 

that low-means neighborhoods have quite different consumer financial 

services as compared to medium- and high-means neighborhoods.  

 

Bowles et al. (2011) found that cheque-cashing outlets were popular in low-

means neighborhoods in Prince George and that consumers at these outlets 

were disproportionately Indigenous Peoples. Their results find that cheque-

cashing clients are largely low-means and that Indigenous Peoples and other 

clients at cheque-cashers are not well-served and that government policy is 

needed to better regulate consumer finances to foster inclusion into 

mainstream finances. Buckland and Martin (2005) undertook a team-based 

mixed methods research study of consumer finances Winnipegôs North End. 

They found that consumer finance supply was dominated by fringe or 

alternative financial services. There were few mainstream banks in the 

neighbourhood that has been the historical catchment for people with limited 

means and newcomers from Eastern Europe and more recently for Indigenous 

Peoples from rural Manitoba. The study found that many residents used fringe 

financial services because they were geographically closer, and that staff were 

friendlier, as compared with mainstream banks. They also noted these services 

met their immediate financial needs (e.g., cheque-cashing).  

 

Lamb (2016) examined use of fringe financial services in Kamloops and its 

relationship (using fringe services) with financial capability. She finds that 

fringe clients are lower income as compared with the general population and 

Indigenous Peoples are disproportionately using these services. She finds that 

there is no statistically significant difference between fringe users and non-

fringe users: ñWhen income is controlled for, financial capability levels are not 
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statistically different between those who use fringe finance and those who do 

not (Lamb 2016, p.221).ò  

 

These types of neighbourhood-based studies are really important as they help 

to explain the lived experiences of people with limited means and document 

the state of consumer finances in these neighbourhoods. She concludes that 

financial exclusion is more likely due to having limited means rather than 

having limited financial capability.  

 

El Hazzouri et al. (2024) uses a small-scale interview with 33 payday loan 

clientsô views about new payday loan regulations that had been introduced in 

Alberta. The research revealed complicated results in which some participants 

felt the new regulations (cap reduction from $23 to $15 and other practices 

were prohibited, e.g., payment due before payday) were empowering and 

other felt that the new regs, and the payday loan industry, was 

disempowering. The authors conclude that payday regulations have, by and 

large, enhanced consumer protection (p.1084). But they argue, 

ñ[p]olicymakers must attend not only to industry responses to new consumer 

protection regulations, but also to the unintended consequences leading to 

consumer disempowerment and vulnerability (p.1084).ò  

Measurement studies  

Pyper (2002) offered an early examination on the use of fringe financial 

services, including payday lending and cheque -cashing in Canada. The data 

for the analysis came from Statistics Canadaôs Survey of Financial Security 

(2005). She noted that, at that ti me, less than 3% of respondents indicated 

using a payday loan in the last three year, that (younger) age and (lower) 

income were important correlates, that net income for borrowers was often 

negative, and that many borrowers had not credit alternatives (Py per 2002).  

 

Simpson and Islam (2018) use two national surveys (Survey of Financial 

Security [2005, 2012]]and Canadian Financial Capability Survey [2009, 

2014]) to examine the characteristics of payday loan use over time. This is a 

rich resource on payday loan consumer characteristics at that time and they 

conclude the typical payday loan client is ñ[n]ot the poor, but lacking wealth 

and assets; somewhat less educated and lacking a university degree; 

relatively young but getting older; likely working but more often not than in 



56 

the past; and reliant on public programs as time passes (p.62).ò They note 

that over the period studied a growing share of payday loan clients were using 

social assistance and public retirement income as income sources for their 

payday loan (p.62). They address the debt-cycle issue by examining the 

repeat borrower and find, ñThis result is particularly noticeable for repeat 

borrowers, suggesting that the idea of payday loan clients as financially 

vulnerable working adults needs to be adjusted to include non-workers with 

limited resources derived from public income support programs (p.62). 

 

Lamb (2024) econometrically investigates factors behind the use of payday 

lending drawing on the 2005 and 2016 Survey of Financial Security (SFS). 

Lamb finds that payday loan clients are more likely older, single parent, and 

having a higher income and less  likely with post -secondary education and 

higher wealth levels (p.341). The likelihood of becoming a payday loan client 

increased from 2005 to 2016. Lamb noted, ñvariables signifying personal 

financial instability (bankruptcy, skipping credit payments, mak ing less than 

the minimum credit card payments and the credit -debt to credit - limit ratio) 

are found to be strongly associated with payday loan use, which is the most 

noteworthy result in this research (p.341).  

 

Schwartz and Ben-Ishai (2023) investigate the relationship between 

bankruptcy and payday loan use in Canada. Using data from the Office of the 

Superintendent of Bankruptcy (OSB) for 2011 and 2019 they find that a 

growing share of bankruptcies list high-cost loans (including installment and 

payday loans as liabilities) (18% in 2011 and 30% in 2019). Notably, even 

with Quebecôs restriction payday loan regulations, the authors find that high-

cost loans are involved in a growing share of bankruptcies there (1.4% in 2011 

and 3.5% in 2019) (Schwartz and Ben-Ishai 2023, p.70). The authors 

estimate that 51% of the high-cost loans in 2019 were payday loans.  

Policy-oriented work undertaken by various 

organizations including substantial work on payday 

lending  

There has been important work done either driven by policy -oriented 

organizations or driven by regulatory process. This includes, research 

conducted for regulatory hearings on payday lending, e.g., in Manitoba 
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(Robinson 2016); consumer research organizations (e.g., Consumer Council 

of Canada); and research organization reports, e.g., Cardus (Dijkema 2019).  

 

From 2008 and on a periodic basis the Manitoba Public Utilities Board 

undertook hearings on payday lending regulations (e.g., Robinson 2016). 

Robinsonôs (2016) study (updated and discussed above [Buckland et al. 

2018]) drew on publicly available corporate reports to estimate the costs of 

the most efficient lender. Based on this evidence he argued that the rate cap 

in Manitoba should be set at $15/$100 loaned. He also recommended that 

consumers have the option, at loan repayment day, to convert the payday 

loan to an installment loan.  

 

The Consumer Council of Canada has undertaken several studies focused on 

fringe/alternative financial products including the payday and installment loan 

sectors (2018), rent - to -own industry (2016), and an earlier report focused on 

on- line payday lending (2 015). These studies are informative and provide a 

comprehensive view of these businesses and provide a practical assessment 

of the consumerôs experience. The research approach relies on secondary 

data, online and in -person store óaudits,ô and key-person in terviews. Denise 

Barrett Consulting (2018), in an expansive review of payday and installment 

loans review that includes a review of regulations in other countries, a 

summary of the current state of regulation by province.  

 

The authors note (Denise Barrett Consulting 2018),  

¶ Installment lenders generally charged interest rates below the CRIôs 

60% EAR (46.9% APR) cap but not always 27   

¶ Optional charges are often included in the loan product but not 

transparently presented to the consumer (p.90)  

¶ Use of financial terms can be confusing: ñThere were a significant 

number of mathematical misrepresentations and misunderstandings. In 

a number of audits, lenders expressed false equivalencies of interest 

rates. They commonly interchanged ñbi-weeklyò and ñsemi -monthlyò 

 
27 The report noted that EasyFinancialôs limit was 46.96%; Cash Moneyôs limit was 46.93%; 

and Urloans and Progressa (both online) had 46.5% limits. The report  note s that Money 

Mart ha d a maximum cap of 59.9% APR (81.9% EAR with daily compounding) ( Denise 

Barrett Consulting 2015, p.37). Since Money Martôs interest charge wa s more than the CRI 

at the time, this is evidence of a failure to enforce the CRI. M oreover, customers are not 

able to see the final interest rate until they have completed the contracting process and 

before they sign it (p.89).  
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payments when the two are not equivalent. There were misleading or 

incorrect statements about how interest compounding works. One 

lender simply cut monthly payments in half to arrive at semi -monthly 

payment amounts, which results in a higher APR than discl osed (p.91).ò 

 

The Consumer Council of Canada completed another report for online payday 

lending (Denise Barrett Consulting 2015). This project relied on secondary 

data and online audits. This interesting study found that licensed lenders were 

largely compliant with regu lations and unlicensed lenders largely not 

compliant with regulations (p.6). They noted that in provinces without 

regulations that consumers are likely to find companies that are least 

compliant with regulations and the least consumer - friendly (p.6). The a uthors 

recommend harmonized, across Canada, enable consumers to distinguish 

between regulated and unregulated firms, and expand the ability of 

regulations to influence the online market (p.7).   

 

Dijkema (2019), with Cardus (a faith -based research organization) argues 

that interest caps are a poor solution to financial exclusion as they reduce the 

number of lenders as the lenders must rationalize their businesses to lower 

per -unit costs. He argues that Ontarioôs cap lowering, in 2017 from $21/$100 

to $15/$100 led to a decrease in the number of payday loan outlets in the 

province from 843 outlets before the reduction to 806 in 2018 and 763 in 2019 

(p.11).  And he found that the share of the market co ntrolled by the top three 

companies increased. But fewer outlets do not mean fewer loans and the 

report does not include data on that point. Using data from Alberta, where a 

credit union is offering small loan alternatives to payday loans, they find that 

these loans represent a tiny fraction, 0.04%, of the payday loan market 

(p.14).  

General literature on payday loan and rate cap 

impact  

We now turn to a second set of literature. The focus of the search was studies 

on payday lending and related productsô (e.g., installment lending) impact on 

consumer finances and the consequences of caps on productsô supply and 

demand in the last ten years. None of these studies focused on Canada and 

most of the studies focused on the United States. There were quite a few 
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studies on the topic of the impact of caps in the supply-side of the market and 

another group of studies on the impact of payday loans on consumers and the 

impact of caps in the demand-side of the market. A few other studies were on 

the bank desert phenomenon and payday loan alternatives. Some studies 

addressed more than one of these topics but are categorized here by their 

principal focus.  

General analysis  

Payday loan impact 

There are a number of studies that primarily examine the impact of payday 

lending on the consumer. These studies examine, using various data and 

methods, if consumers are harmed or helped by using payday lending. Some 

studies consider the issue of debt spiral and who consumers assign 

responsibility to in their using payday loans.  

Varied outcomes 

Bolena et al. (2020) note that, the impact of small-dollar credit (including 

payday lending, installment lending, etc.) on consumers is varied, helping 

some and harming others: ñstudies suggest that most borrowers understand 

small-dollar credit products and accurately predict their own repayment 

behavior. Yet, some borrowers mis-predict their own repayment behaviors and 

have particularly poor outcomes relative to others (italics added) (Bolena et 

al. 2020, p.73).ò  

 

In a more focused study Dobridge (2018) examines how the use of payday 

loans affects people who experience a severe weather event (e.g., hurricane, 

blizzard). They find that in the face of lower spending associated with a severe 

weather event, ñ[p]ayday loan access more than mitigates these declines 

(p.13).ò But they note that under normal (i.e., without extreme weather) 

conditions household use of payday loans reduces spending on nondurables 

such as rent, mortgage payments, and food (p.19). Dodridge concludes, 

ñThese results provide empirical evidence on the state-dependent nature of 

consumer creditôs effects on household well-beingðthe effects vary even 

within the market for one specific credit productðand help reconcile the 
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conflicting evidence fueling the debate on payday lendingôs effects specifically 

(p.19).ò 

 

Using the 2015 U.S. National Financial Capability Study Chen et al. (2022) use 

the propensity score mapping analytical approach to investigate what financial 

wellbeing variables are associated with the use of payday loans. They find a 

complicated relationship between payday loan use and financial well-being in 

which there is a negative relationship with some variables and a positive 

relationship with other variables. For instance, they find a negative 

relationship between using payday loans and the ability to make ends meet 

and pay bills on time (p.686). But they found a positive relationship between 

using payday loans and having funds to deal with emergencies. They note that 

their ñfindings are consistent with results yielded in previous studies indicating 

that PLU [payday loan use] is associated with long-term impacts, such as 

increased likelihood of bankruptcy and accruing greater amounts of debt 

(p.686). The authors conclude, ñFinally, results of the present study suggest 

a somewhat paradoxical impact of PLU on financial well-being, in that PLU may 

negatively impact the day-to-day financial well-being of consumers, while also 

providing assurance that a source of credit is readily available, if needed, to 

help them cope with future financial emergencies (p.687).ò 

Installment lending  

Bolena et al. (2020) includes one of the few examinations of installment 

lending. An interesting finding with this product is that rate caps in installment 

lending leads lenders to make larger loans and fewer smaller loans which, they 

argue, creates a ócredit desertô for smaller loans (Bolena et al. 2020, p.71).  

Causing financial distress 

Skiba and Tobacman (2019) note the diverse conclusions about the impact of 

payday lending on consumer well-being. Using administrative data from a firm 

that offers payday loans, they go onto explore the relationship between first 

time borrower and subsequent behaviour with payday loans. The conclude, 

ñTaken together, our results are consistent with the view that payday loans 

exacerbate financial distress and that household cash flow should be more 

intensively explored as a driver of bankruptcy-filing decisions (p.516).ò They 

also note getting the first payday loan is a gateway to ñsignificant additional 

high-interest-rate borrowing, and the consequent interest burden may worsen 

household cash flow sufficiently to induce bankruptcy (p.516).ò  
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The debt trap issue 

Desai and Elliehausen (2017) address one of the most critical issues, in 

reference to payday lending, which is their short duration and one-time 

repayment. They do this by comparing consumer outcomes in banned and 

unbanned states. The nature of the loan can lead some borrowers into 

accumulating debt. Rather than paying off the loan on payday their financial 

needs and resources require them to take out another loan to pay off the first. 

Since repayment involves principal and interest repayment the debt can grow. 

Desai and Elliehausen review the literature and debates on this topic. Part of 

the debate has to do with the question of what outcome variables to focus on: 

short term indicators such as returned cheques, and accounts going to 

collections or long-term indicators such as bankruptcy and unemployment 

(p.95). They conclude, 

 

The results of this study suggest that the effects of payday loan 

bans in Georgia, North Carolina, and Oregon on delinquencies for 

mainstream credit products are generally small, mostly positive 
but sometimes negative, and often not statistically significant. The 

results do not generally support the debt trap hypothesis, but they 
also suggest that payday loans may not be much help in avoiding 

late payments on consumer debts (Desai and Elliehausen 2017, 
p.104). 

 

Who do consumers assign responsibility to  

Brown et al. (2021) use a pronoun poetry analysis, exposing payday loan 

borrowers to different types of literature, to understand who borrowers assign 

responsibility to in their borrowing. Specifically, given the contentious nature 

of payday loans, the authors sought to understand if people óblameô 

themselves for borrowing or blame other factors.  What they find is that this 

assignment of responsibility is not static but changes over time:  

 

Nevertheless, their negative experiences with payday loans meant 

that although taking a payday loan helped them cope with their 

financial issues temporarily, their decision to acquire the loan led 

to a second, longer period of disempowerment and associated 

negative feelings, such as shame, helplessness and stress, on this 

occasion caused by taking out the payday loan (p.530).  
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Interest rate cap impact ï supply 

Several studies focused on how interest rate caps would affect the supply of 

payday lending.  The main issues addressed in these studies include, how very 

low interest caps end the local industry; how moderately lower caps suggest 

firms have market power, the studies consider border issues (between 

permissive and non-permissive states); how firms find loopholes in regulations 

to extend credit in new forms; and the consequences of caps for other retailers 

such as installment lenders and title loan creditors.  

Very low rate caps end local payday lending 

Using data from a national survey of un- and under-banked households, 

Dasgupta and Mason (2020) investigate the impact of payday loan caps that 

effectively outlaw the industry. Four US states had caps at around 36% and 

these were the ótreatedô states. Another 30 states have permissive regulation, 

and they were the control states (17 states were excluded because of partial 

restrictions). They found that payday loan bans were effective in shutting 

down storefronts and reducing demand: ñTherefore, since both surveys show 

a statistically significant decrease in payday lending, this is evidence that 

consumers did not, en masse, migrate to the online [or another stateôs] 

payday lending market (p.11).ò  

 

Moderately lower rate caps suggest market power  

Fekrazad (2020) uses administrative data for a 5-year period from a group of 

payday lenders, offering payday loans across the U.S., to study impact of 

Rhode Island cap reduction from 15% to 10%. They found that after the rate 

cap reduction than loan volumes increased (see next section óinterest rate cap 

impact ï demandô). They found that no stores exited the market. They argue 

that the lack of exiting stores suggests companies have market power (p.11). 

It suggests that firms were earning super normal profits before the cap 

reduction.  

Border issues: lenders concentrate in permissive stateôs border 

area 

Because states that effectively ban payday lending adjoin other states that 

are more permissive, one issue that studies explore is the consequences of 
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these borders. Ramirez and Harger (2020) examine borders with states that 

prohibit payday lending in the U.S. They find that ñborder counties adjacent 

to prohibitive states have 14 percent more operating branches and 83 percent 

more new branches than interior counties, suggesting clustering and 

expansion in regions with access to cross-border consumers that lack in-state 

access to pay-day loans (p.539).ò They found that counties in adjacent states 

with permissive regulations had 30% more branches as compared with interior 

counties (p.539). 

 Lukongo and Miller (2018) examine the border impact of 17% rate cap 

in Arkansas using administrative data from trade association including 

consequences on installment loans. They find that proximity to stores is an 

important factor affecting loan uptake: ñWe find that proximity to loan 

storefronts measured by loan accessibility measure is a strong predictor of the 

loan usage rates across various specifications (Lukongo and Miller 2018, 

p.184).ò 

Loopholes send companies looking for other products  

Some studies find that rate caps applied to one product lead companies to 

develop new products, or move into other products, not subject to that cap. 

Ramirez (2019a), for instance, examined the consequences of effectively 

banning payday lending in Ohio led the payday lenders to shift capital to other 

high-cost credit markets: ósmall loansô and second-mortgage lenders: ñThe 

results show that payday lenders will exploit policy loopholes to continue 

production of short-term loans, confirming previous anecdotal evidence 

(p.5102).ò Ramirez (2019b) confirms this result with respect to the Ohio 

payday loan cap and conclude ñregression results show the ban increases the 

average county-level operating small-loan, second-mortgage, and pawnbroker 

licensees per million by 156, 43, and 97%, respectively (p.1011).ò 

 

Ramirez (2019a) argue that since these companies continue to offer high-cost 

credit products it hard to accurately measure the welfare consequences of a 

payday loan cap: ñIn order to effectively address the issues relevant to payday 

loan usage and the industry itself, the scope of analysis should include the 

entire alternative financial services industry (p.5102).ò They note that more 

global regulation is needed to avoid companies finding regulatory loopholes 

(p.5102). 
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Installment lenders and others 

Bolen et al. (2020) include some examination of installment loans. They note 

that little research has been done on installment loans since 1972 partly due 

to lack of data. But they note that availability of recent association 

administrative data led to one paper by Durkin, Elliehausen and Hwang 

(2017). Rate caps here lead lenders to make larger loans: large loan migration 

leading to credit desert of small loans. Another study on installment lenders, 

Lukongo and Miler (2019), find that no installment lenders operate in Arkansas 

(with its 17% interest cap) and that people travel to the border to take out 

loans. Bolen et al. (2020) also make passing reference to title lenders, another 

under-researched product: ñHawkins (2012) suggests that a 200 percent APR 

is required for title lenders to operate profitably (Bolen et al. 2020, p.68)ò  

Interest rate cap impact ï demand 

Another element of the consequences of interest rate caps is the impact on 

the borrower. A total of seven studies were identified (five from 2023 and two 

from 2024). Five studies are largely focused on this issue and one other study 

examines this with the supply consequences (Fekrazad 2020; Ferrari et al. 

2018; Bhutta and Homonoff 2016; Bolen et al. 2020; Dasgupta and Mason 

2020a). Two other studies referred to this issue (Lukongo and Miller 2021; 

Elliehausen et al. 2021). These studies generated important insights in the 

following topics: that moderately lower rate caps can increase borrowing 

volumes; that consumers, after a cap is implemented on one product, 

sometimes shift to non-capped fringe financial products; that consumer 

response to caps varies; and how caps affect bankruptcy rates of borrowers.  

 

Harvey et al. (2024) engage in an interesting analysis of the impact of 

restrictive payday loan regulations in the 16 U.S. states that do so. They use 

data from the 2018 National Financial Capability Study, data from the 

Consumer Financial Protection Bureau, and Golden Valley, a óTribal Entity with 

immunity to regulatory rules and is ñextremely activeò in online payday 

lending (p.543). They find that restrictive regulations do work but that 

enforcement is also important (p.554). They conclude, 

ñif policymakers primarily care about reducing sheer probabilities of payday 

borrowing, then some regulatory structure (even a law that is not actively 

enforced) is still better than no enforcement. If policymakers further care 

about reducing frequencies of payday borrowing, then they may need to go 
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beyond simply adding new regulations as resources for strict enforcement are 

more likely to assist in this area (p.554).ò 

Moderately lower rate caps increase borrowing 

Fekrazad (2020) uses administrative data for a 5-year period from a group of 

payday lenders, offering payday loans across the U.S., to study impact of 

Rhode Island cap reduction from 15% to 10%. The found that borrowers take 

out more payday loans per year and this could be overborrowing by some 

clients. They note that the lower cap leads to a 33% to 43% increase in use 

of payday loans (p.13) but that loan defaults remain the same. The author 

estimated that welfare gain to Rhode Island consumers, from the cap 

reduction, is $3.4 million annually, a small figure but there were only 23,000 

unique payday loan borrowers in the sample (Fekrazad 2020, p.13). They 

conclude: ñWhile an interest rate cap may look like a simple way to improve 

the financial conditions of the low-income or unbanked population, 

policymakers should be wary of the unintended consequences, namely the 

increase in overborrowing and default, which can mitigate, and even reverse, 

the gains from increased affordability (Fekrazad 2020, p.13).ò 

 

Ferrari et al. (2018), summarizing literature on the consequences of a payday 

loan cap implemented in the UK in 2015 find that high-cost short-term credit 

(HCST) consumers were better-off after the cap implementation than before: 

ñThe average cost of credit has declined and borrowers are more able to repay 

the loan on time. Default rates have declined and fewer late fees are charged. 

Consumers also benefit from the increased availability of longerȤterm loans 

(Ferrari et al. 2018, p.33).ò However, some people were no longer able to 

access these loans and these people were ñmore likely to be unemployed and 

poorer than successful applicants (p.34).ò They note that this cap reduction,   

 

éled to many consumers losing access to the credit that they had 

in the past. Declined loan applicants were on average younger, 

more likely to be unemployed and poorer than successful 

applicants. Survey data show that only 40% of unsuccessful loan 

applicants reacted to the loss in access to HCST credit by either 

turning to informal sources of borrowing, such as loans from family 

and friends, or to other formal sources of borrowing, including 

highȤcost products, such as revolving credit and personal loans. 

8% state that they had to cut expenditures or missed bills. The 
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largest share, over oneȤthird of respondents, did not take any 

action after their loan application had been declined. Overall, this 

suggests that for the majority of declined HCST loan applicants the 

cap prevented a rise in indebtedness, although in some cases at 

the expense of painful cutȤbacks in expenditures (p.33) (Consumer 

Finance Association (CFA) cited in Ferrari et al. 2018).  

Consumer shift to alternative credit products when payday 

loans unavailable  

Another issue that the literature examines is if, after a payday loan cap is 

established, consumers shift their borrowing towards other products such as 

installment loans. For instance, Bhutta and Homonoff (2016) investigate what 

happens to alternative financial service use after a payday loan ban is put in 

place. They find some substitution from payday lending to other products.  

¶ They note that payday loan use goes down after the ban. They find 

decline from 3% or borrowers using payday lending to 1% of borrowers 

(p.256).  

¶ They find that one important alternative is pawnshop borrowing (p.246). 

But they find that lowest income borrowers do not substitute for 

pawnloans suggesting that they are most likely to be reducing their 

borrowing through the ban (p.246).   

¶ They do not see evidence of a shift to rent-to-own. And no increase in 

consumer finance loans or credit card use.  

The authors conclude that ñ[t]his result suggests that although payday loan 

bans may not affect the number of individuals taking out AFS loans, those who 

continue to use AFS loans after a ban are more likely to use them for 

emergency expenses, such as a shock to the household's income, rather than 

for special gifts or recurring expenses (Bhutta and Homonoff 2016, p.248).ò  

 

Reporting on work by Lukongo and Miller (2021), Elliehausen et al. (2021) 

note that some nonprime borrowers, in the face of a strict payday loan cap, 

substitute other credit products (p.13). This is mainly from retail and finance 

companies: ñIt appears that nonprime Arkansas consumers largely appear to 

have substituted other types of credit for consumer finance debt (p.13).ò This 

includes (p.20), 

¶ More retail and finance com auto credit  
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¶ Less consumer finance company credit and less bank card credit, 

bank personal loans, and bank auto loans 

Varied impact on consumer 

Bolen et al. 2020 argue that because small-dollar borrowers are so varied that 

it is hard to make firm conclusions about if the impact of this product is helpful 

or harmful. They note, ñmany studies find that the average treatment effect 

of small-dollar credit access is generally harmless, there is considerable 

heterogeneity in outcomes among borrowerséYet, some borrowers mis-

predict their own repayment behaviors and have particularly poor outcomes 

relative to others (p.73).ò  

Bankruptcy rates 

Dasgupta and Mason (2020a) use data from a national surveys of un- and 

under-banked households to investigate the impact of payday loan caps that 

effectively outlaw the industry. Four US states had caps at around 36% and 

these were the ótreatedô states. Another 30 states have permissive regulation, 

and they were the control states (17 states were excluded because of partial 

restrictions). They do not find that these bans lead to lower rates of 

bankruptcy.28  

Other policies 

Carter et al. (2022), using data from Texas, U.S., examine if minimum 

repayment durations affect borrowersô ability to repay their payday loans. 

They compare borrowers who have to repay their loans in seven days with 

those, eligible for a regulatory grace period, who have a longer period to repay 

their loans. They find little difference in repayment practices between these 

two groups.  

 

Wang and Burke (2021) examine state (disclosure requirements) and 

municipal regulatory changes on payday loan use in Texas and the urban 

centres of Austin and Dallas (loan to income ratio requirement). They examine 

how regulatory enforcement leads to payday lender compliance. They find that 

 
28 Re bankruptcy, ñwe use the states of Arizona, Arkansas, Montana, and New Hampshire, as 

quasi-experimental labs to test whether the bans affect bankruptcy filing rates and 

delinquencies. We run difference-in-differences (DD) regressions, the linchpin of which is 

the assumption of parallel trends (Dasgupta and Mason 2020a, p.11).ò 
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municipal regulations lead to a substantial decline in loan volume (44% in 

Austin and 61% in Dallas) and state regulation led to a 12% loan volume 

reduction (p.506). 
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5. Business analysis of the 

regulation of payday lending and 
other alternative financial 

services with a focus on 

Manitoba and Canada 

CHRIS ROBINSON 

A regulatory/jurisdictional issue 

The hearing is ostensibly about payday loans, but in the interests of 

consumers, especially disadvantaged consumers, we are discussing other 

alternative financial services that are substitutes for payday loans. The 

problem lies in the way we regulate many aspects of Canadian affairs with 

jurisdiction split between the federal government and the provincial 

governments, due to our nature as a federation of provinces and the 

Constitution. 

 

This problem gets more complex in consumer finance. Governments regulate 

some things by the nature of the transaction, good or service that is provided. 

In other cases, governments regulate the financial institution itself. The 

federal government regulates chartered banks through the Bank Act and 

Office of the Superintendent of Financial Institutions (OSFI). The federal 

government through the Criminal Code also regulates interest charged on 

loans, which are financial products, regardless of who sells them. More 

recently, the federal government also started to regulate a specific financial 

product ï payday loans -- and by extension a particular financial institution ï 

payday lenders. The provincial governments regulate consumer affairs for the 

most part, and the federal government delegated the detailed regulation of 

payday loans to the provinces, who could set the exact terms under which 

payday loans could be offered to avoid violating the criminal rate of interest. 

The provinces, including Manitoba set rate caps and other terms to regulate 

the industry. Manitobaôs current rate cap is $17 per hundred dollars loaned. 

Now the federal government has re-entered the fray by setting its own cap of 

$14 per hundred, which is lower than all provinces except Newfoundland and 

Labrador at $14, and Qu®bec which has effectively banned payday loans.  
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The federal government has proposed another material addition to the interest 

rate regulations ï a broader definition of what is included in interest charged 

to a customer when applying the new criminal rate of interest to capture credit 

insurance charges. We discuss this specific change in a separate section later. 

It is a proposal out for comment, hasnôt been passed, and could disappear if 

an election is called soon. See Appendix A. Appendix A also contains a 

proposed change to payday loan regulation that is material and will be 

discussed shortly. 

 

The specific mandate of this hearing is regulation of payday loans and the 

companies offering them, but payday loans cannot be viewed in isolation from 

other credit/loan products offered as alternatives to the bank products for 

less-advantaged customers who donôt qualify for the bank products. The 

different lenders do not stick to one product and hence regulation by product 

in one jurisdiction may not be effective if the provider of the products is 

regulated in a different jurisdiction, or perhaps not regulated at all.  

A note on information sources 

I have been engaged in research and public testimony on payday loans and 

other alternative financial services for 20 years. My knowledge sources are so 

diverse and large that it would overload this report if I formally cited them for 

every statement I make. Appendix B summarises the breadth of my 

knowledge and experience. 

The alternative financial services institutions 

Payday lenders 

Let us start with the companies we call payday lenders, like Money Mart, Cash 

Money and Cash4U. Based on my ongoing observations of the market, they 

offer a range of services:  

¶ Their original service was cheque cashing, which still exists, but has 

been declining in every country in the world except the US and 

probably now contributes a very small share of revenue.  

¶ Payday loans are the hallmark product now and the subject of all the 

regulatory attention. 
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¶ Installment loans (more detail next paragraph) 

¶ International transfers, a profitable service because of Canadaôs very 

large immigrant population, but very little of it goes through payday 

lenders 

¶ Buy and sell gold 

¶ Pre-loaded debit cards 

¶ Sale of phone services from the small independent cell phone 

services like Koodo. 

¶ Pawn shops. Money Martôs UK operation bought a major pawn shop 

chain a few years ago. 

¶ Title loans. A few Manitoba companies offer both title loans and 

payday loans, though under different licences, but same owners and 

premises. 

Of these diverse services, the one that appears to be a major and increasing 

source of revenue and profit is installment loans. We have no data, but the 

extensive advertising on billboards, sides of city buses, the payday storefronts 

and the websites of payday lenders and other alternative financial service 

providers is clear evidence of its growing importance. Installment loans have 

become a major source of revenue since the last Public Utilities Board review 

of payday loans in 2016. They are a clear response to the regulatory 

restrictions on payday loans and they have two features that are more 

desirable than payday loans. They avoid the immediate short-term repayment 

of the payday loan that so often traps payday borrowers in a cycle of repeated 

loans. They are much larger than payday loans but the fixed cost of 

administering them is not much greater than a payday loan. As a result, the 

interest rate charged in a competitive environment effectively costs the 

consumer much less than the $17 per hundred fee of the payday loan for on 

average less than two weeks. For example, if you take a Manitoba payday loan 

for two weeks, the Annual Percentage Rate (APR) is 442%. The interest rate 

allowed on an installment loans falls under the Criminal Code rate of interest 

restriction, and in practice we have seen APR rates from 30 ï 60%, with 47% 

being common. The loan size ranges from $1,500 to $20,000. 

Data we were able to get quite a long time ago, in the period up to 2012, 

before Money Mart became a private company and Cash Store Financial 

ceased to exist, showed only cheque cashing and payday loans were 

significant business lines. Installment loans are certainly a major business line 

now, but lacking any numerical disclosures I cannot make a more definitive 

statement about the magnitude of the installment loan business I do note that 
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I see advertisements for installment loans in huge signs on buses and the 

payday loan stores. Their websites are promoting installment loans. When I 

drive through Ontario farm country to visit my son I see a huge billboard 

advertising installment loans from a payday lender. Cheque cashing was 

declining rapidly as a line of business in Canada when we did have data on it, 

and has certainly continued that trend to the point where it is not an important 

revenue source for the payday lenders. 

 

The provinces regulate payday lenders in all the details like the maximum 

amount that may be charged (ñrate capò), maximum loan size relative to 

income, what happens when a borrower cannot repay on the due date and 

how long they must wait before lending again to the same borrower. The only 

federal rules are the ones defining a payday loan as a loan no longer than 62 

days and no more than $1,500. As of January 1, 2025, the federal law changes 

to impose a maximum rate cap of $14 per $100 of principal. Before this change 

to the federal law, the provinces decided on their own rate caps. Under the 

amended law, a province can choose to impose a smaller maximum rate cap, 

but cannot allow one more than $14.  

 

In August the federal government also released for comment new proposed 

regulations (Appendix A). One section, Clause 2.1, proposes that payday loan 

borrowers must have at least 42 days to repay a payday loan, in installments. 

It does not provide any further guidance or rules. If this change were to 

become law, it would materially impact the operation of a payday lender. 

Provincial regulators would require some new rules about how the installments 

would work.   

 

Let me explain how payday loans work in practice. Many customers who 

borrow from payday lenders are paid every two weeks or twice a month. The 

traditional payday loan is repayable from the next paycheque and so many 

loans are 14 days or less. If you are paid monthly or are receiving some form 

of benefit or retirement income that is paid monthly and donôt need a payday 

loan until close to the next paycheque, again the loan will be less than 14 days 

in most cases. In the context of the proposal in Appendix A, forcing 

repayments to not hit the cycle of pay cheques is approximately tripling the 

time the loans will be outstanding, though the vague requirement for 

installments means that some of the loan will be repaid earlier. Let me 

summarise the effect of this change on the financial operation of a payday 
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lender. The loans receivable balance it has to carry will approximately double. 

The cost of this is increased financing. I note that my 2016 work for Manitoba 

used rates of return consistent with interest rates at that time and they have 

since fallen, but not by 50%. Accordingly, this change will have a negative 

effect on payday lender profitability. It wonôt be very large, because loans 

receivable is not a very large balance sheet item for payday lenders and hence 

the cost of financing them is a small part of total costs. The federal proposal 

does not offer any change or extra payment beyond the fixed $14 per hundred 

fee.  

 

Existing law in Manitoba establishes a limit on additional charges for extending 

a loan when the borrower defaults (maximum of 2.5% of the balance, per 

month) and a reloan within seven days of the end of the loan (maximum fee 

5% of the principal). If the federal proposal becomes law, these rules would 

be moot until at least 42 days after the initial loan. 

 

Consumers would find the change to 42 days beneficial. In my opinion the 

biggest single problem with payday loans is not the high fees, though they are 

certainly undesirable. The biggest problem is the very short time to repay the 

entire loan. If the family could not manage on the last paycheque, how does 

it manage on the next one when the next 20, 30 or even 35% of it goes first 

to the payday lender? And thus the cycle of indebtedness continues. The focus 

group of counsellors who work with low income clientele that Ms. Zo± St. Aubin 

has conducted told her that their clients needed a longer time frame to repay 

their payday loans. On the other hand, this change would increase the lendersô 

costs because they will carry higher receivables. The effect of this proposal is 

complicated and it is only a proposal, not specific legislation. I have not tried 

to estimate the size of the added cost, but Manitoba must discuss any 

significant change in this direction with lenders and consumer representatives 

before implementing it. 

 

Another proposal in Appendix A prevents a charge for the sale of loan 

insurance for a payday loan. Manitoba law already prevents this by requiring 

it to be added to the cost of credit in calculating the permitted rate cap, and 

it seems similar provisions exist in some other provinces, though I have not 

investigated that fully. Appendix C records that credit insurance ceased for 

payday loans in BC some years ago. 
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The Manitoba payday loan regulator collects virtually no data on the payday 

lending industry and hence regulation is operating in a vacuum. All the 

companies are private. The public data that I used in his regulatory model to 

determine the rate cap is no longer available. Proper regulation in the public 

interest requires far more data and transparency. 

Online payday lenders 

 

The major payday lenders offer loans online as well as a number of lenders 

that operate only online. I am referring specifically to online lenders who have 

registered with Manitoba and therefore are required to follow the law. They 

advertise that they conform to whatever the rules are in place in a particular 

province. Simple tests of the websites show that this appears to be their 

routine, at least with respect to the rate cap. If you try to borrow on the Cash 

Money or Money Mart website saying you are from an Ontario address, it will 

show a rate of $15. Change it to Manitoba, and the rate becomes $17. We are 

not aware of any reliable source of data on how many payday loans are made 

online in Manitoba.  Appendix E shows evidence from BC that online lending 

by registered companies went from 13% of total payday loans in 2020 to 31% 

in 2023.  

 

There are unlicensed, unregistered payday lenders that can be found in 

internet searches. No useful evidence exists about how much volume of 

business they do, what they charge and other details of their operations. 

Without a license, they are illegal in Manitoba and if a borrower defaults on a 

loan from one of them, there is no legal recourse against the borrower. 

Alternative high cost medium term lenders 

 

Let us first define what an installment loan is. It is a sum of money loaned to 

a person or company with the requirement that it be repaid by a specified 

number of future payments of equal amounts that include both interest and 

principal. At the end of the specified number of periods, or term of the loan, 

it has been repaid in full. The term ñblended paymentsò is also used to refer 

to the periodic payments. To give a concrete example, the lender advances 

$3,000 as an installment loan repayable over one year in 12 monthly 

payments at an interest rate with an APR of 36%. APR means the monthly 

rate is 36%/12 = 3%. Each payment will be $301.39. The interest rate 

mathematics behind this calculation can be found in any personal finance 

textbook; for example, Ho et al. (2022, Chapter 2). 
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Payday loan companies offer installment loans as well as payday loans. A 

number of other high cost lenders offer installment loans of various sorts, but 

not payday loans. One of them also offers rent-to-own for a wide variety of 

goods like electronics and furniture. As consumer lenders they are regulated 

implicitly at the provincial level. Unlike payday lenders, they do not have 

legislation that explicitly sets out rules for their operations. The consumer 

protection laws of the province apply to them just as they do to any retail 

store, but it does not seem that any provincial regulators are examining them 

with any level of care, unless formal complaints arise from consumers. Since 

there is no identifiable regulator, consumers would find it very difficult to 

register a complaint.29 The federal government regulates the installment loan 

product through the criminal rate of interest, which is currently 60% effective 

rate and scheduled to become 35% APR as of January 1, 2025. They typically 

lend amounts above the $1,500 payday limit, for longer periods of up to about 

four years and maximum of about $20,000. There are no regulations as to the 

minimum, maximum or term and so these vary between companies. Some of 

them also offer more traditional secured loans and provide financing through 

retailers. The interest rates vary considerably depending on the size and type 

of the loan, including the implicit loan in a rent-to-own contract. For 

installment and rent-to-own contracts the rates ranges from 29.9% APR to 

47% APR.  

 

These companies are essentially the successors to the consumer finance 

companies like AVCO and Household Finance that sprang up after World War 

II to provide financing for the rapid expansion of households needing furniture, 

appliances and cars. The two largest are goeasy (its name is not capitalised) 

and Fairstone, both of which do business in Manitoba. Goeasy is a public 

company with over $1 billion revenue in 2023 and ROE of 24%. Goeasy is the 

parent company of several subsidiaries. The relevant ones for this hearing are 

easyfinancial (again, not capitalised) which gives installment loans but not 

payday loans, and easyhome (not capitalised) which is a rent-to-own 

company. 

The federal government has proposed new legislation that would regulate a 

particular aspect of the operations of alternative lenders. Many lenders, 

including banks and all the high cost lenders offering installment loans, also 

 
29 I am a member of the Consumer Advisory Panel of the Financial Services Regulatory Authority of Ontario. This problem of 

consumers not knowing who regulates the financial services they receive is well known across Canada. 
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provide credit insurance. This insurance will pay off the loan balance if certain 

conditions occur for the borrower. The insured conditions usually include loss 

of employment when not for cause nor by choice of the insured and death or 

disability of the insured borrower. The proposed legislation would add two new 

consumer protections to the Criminal Code restrictions on the legal rate of 

interest: 

1. Insurance charges are defined more broadly to include credit 

insurance 

2. The cost of insurance must be added to the cost of credit when 

calculating the effective interest rate for purposes of determining if it 

meets the requirements of the criminal rate of interest.   

See Appendix A, Clauses 1 and 6(a) in particular. 

Discussion of Specific Regulatory Issues 

Lack of Numerical Data 

 The payday lenders and most of the other alternative financial services 

are private companies and so are not obliged to disclose financial data. 

Manitoba does not collect financial information such as details of loan sizes, 

defaults, repeat borrowers etc. such as BC reports in Appendix C. We know 

very little about the nature of the borrowers, such as age, reasons for 

borrowing and income. The Statistics Canada data is very limited. Intelligent 

regulation requires much better data and transparent disclosure of it. 

Providing more data is in the interest of consumers and the companies. 

Regulation in the absence of a good analysis of the financial effects can give 

the companies unwarranted excess profits or it can bankrupt them. A clear 

example is the federal proposal to force the companies to offer payday loans 

in a format that is essentially a short-term installment loan with a term of at 

least 42 days. This change would benefit consumers. But I know of no data 

that would allow me to estimate reasonably how much it would cost the 

companies and the effect on their profitability. Elsewhere in this report I say 

that it wouldnôt be a very large effect, but I have no way to demonstrate that. 

I have seen no analysis by the federal government to support this change. 

The Canadian Consumer Finance Association protests this change in a written 

submission to this 2024 Manitoba hearing and also to the federal government. 

Much better data would allow informed discussion that might lead to a better 

version of payday loans that woud benefit both consumers and lenders. 
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Payday Loans Store Counts 

 

First a bit of history of the expansion and contraction of payday loan outlets 

in Manitoba and Canada. See Appendices 1, 2 and 3 and Buckland et al. (2018, 

pages 84 ï 88). Payday lending developed slowly at first, starting in cheque 

cashing stores, led by Money Mart, 1990s, 2000s. The charges violated the 

criminal rate of interest by huge margins, though the companies attempted 

make it look like they charged only 60% by imposing other non-interest fees. 

The criminal rate of interest is a federal law and consumer finance is regulated 

provincially except for the banks. There was very little, if any, prosecution of 

payday lenders under the criminal code rate of interest provisions. The 

expansion of the number of outlets and companies was becoming quite rapid 

by 2004. There are various estimates that at the peak around 2008 ï 2010 

there were anywhere from 1,350 to 1,800 payday loan stores across Canada. 

Money Mart and the Cash Store30 were dominant with more than 500 outlets 

each. A major contributor to the rapid expansion was the expansion of these 

two chains. In 2010 Manitoba had 76 payday loan outlets, of which two were 

online, and Money Mart and Cash Store/Instaloans were the biggest players. 

 

Then the provinces started regulating after the addition of the payday loan 

carveout in the Criminal Code. Manitoba was the leader in 2010, setting a rate 

cap of $17 per hundred after extensive hearings in front of the Public Utilities 

Board in 2007-08. The lenders had been charging rates that ranged from 

approximately $19 to $25 per hundred. Other provinces regulated at much 

higher rate caps, ignoring the research that was publicly available from 

Manitoba. I counted 1,431 payday loan stores in 2016 in Canada (Buckland et 

al., page 85). By 2018 another source (op cit) estimated 961 stores. By then 

the other provinces were starting to reduce the rate caps. I believe the count 

across Canada will be somewhat lower than 961 in 2024, but I did not attempt 

a new count for this report.  

 

As should be expected, many stores closed in Manitoba. By 2016 Manitoba 

had 40 stores, of which two were online. In 2024 Manitoba has 25 storefront 

operation and nine online lenders plus three title loan stores also registered 

as separate payday lenders. The title lenders are included in the count of 76 

in 2010 since they are in the same office as their associated payday lenders. 

 
30 Cash Store Financial came later to the game than Money Mart, started life under the name Rent Cash, was listed on the 

Toronto Stock Exchange and bought another large chain, Instaloans, which it continued to operate under the Instaloans 

name. 
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So the industry seems now to be quite stable. The 2024 figures are based on 

data provided by Manitobaôs Consumer Protection Office in August 2024. 

Please see Appendix D, E, and F to this section for a history of Manitoba 

storefront counts. 

 

What happens when the rate cap drops to $14? The other provinces started 

with much higher regulated rate caps and so the drop to their eventual cap of 

$15 per hundred was a much bigger decline and led to substantial contraction 

of what seems to have been an overly ambitious entry into the field even 

without rate caps. Cash Store/Instaloans went bankrupt which removed over 

500 stores in Canada, including all the stores in Manitoba. Money Mart took 

over a few of the Cash Store locations, but the overall effect was a large 

decline. A number of smaller chains like Sorensonôs in Manitoba exited the 

business as did many single store operations. Cash 4U in Ontario and Cash 

Money in several provinces including Manitoba expanded and entered the 

online business. In 2024 the industry is much more concentrated with three 

large players holding more at least 60% of the  market, and perhaps quite a 

lot more than that. The concentration is even greater in Manitoba, with 71% 

of the storefronts being Money Mart or Cash Money and only one independent 

store left in Winnipeg. Taken together with their online business, Money Mart 

and Cash Money have at least 80% of the market and perhaps as much as 

90%. This result was inevitable with the new regulations, because the larger 

chains have some efficiency of scale and can make money with lower rates 

than independent stores.  

 

Since this more concentrated industry has a stable number of stores and a 

significant regulated internet business to serve markets without storefronts, a 

decline in the rate cap from $17 to $14 is unlikely to provoke significant further 

exits from the market. I would expect that perhaps one or two stores will close 

in Winnipeg. There are still eight communities with one or more payday 

storefronts and all the smaller community stores have been well-established 

for years. There are now well-established and registered online payday lenders 

that can serve every market in Manitoba. In the past, the Manitoba 

government and the PUB have directed me to determine rate caps such that 

the industry continues to exist but doesnôt earn excess profits. In my opinion, 

it will continue to exist and serve Manitoba with a rate cap of $14. 
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I am informed the PUB is also concerned about maximum loan size, by which 

it must mean the maximum percentage of the next pay that is allowed for a 

loan. The current maximum is 30%. I have no numerical evidence to analyse 

and in any case evidence from the lender side would not tell us if the maximum 

should be changed for consumer benefit. If the maximum loan limit is reduced 

to 25%, a borrower who wants to borrow more can go to another lender, 

because they do not share data on their customers. I conclude that 30% sends 

a reasonable signal about risk to both borrowers and lenders, and tinkering 

with that signal is very unlikely to provide any greater value to anyone. 

 

There are various other rules, like the rules on what happens in default and 

how much the lender can charge for an extension or a new loan within seven 

days of the settlement of the previous loan. All of these rules seemed 

reasonable when they were first enacted and I have seen no evidence that 

there is any benefit to trying to change them. 

 

If the change to 42 days minimum length for a payday loan is enacted it will 

require more extensive amendments to Manitobaôs law and regulations. I donôt 

have any data to allow analysis of possible alternative responses. 

Discussion of the Cost Benefit Analysis of the Payday Loan Rate Cap Change 

 

Islam and Sullivan (undated), two economists with the federal government 

Dept. of Finance, report an analysis of the costs to suppliers and benefits to 

consumers of the proposed rate cap reduction to $14. See Appendix G for the 

entire text. 

 

Their basic conclusion is that the benefits to consumers of the proposed rate 

cap of $14 are greater than the cost to the suppliers, and hence the new rate 

cap is socially desirable. In my opinion this research paper is well-executed 

and provides valid evidence to support the reductions in both the rate cap and 

the Criminal Rate of Interest. I will explain the basic nature of their work 

relative to payday loans and argue that there are two serious flaws in the 

work; however, these flaws do not invalidate the support for a $14 cap and 

almost certainly understate the case for it. 

 

They compare the costs to lenders and to consumers of retaining the current 

payday rates ($17 in Manitoba, $15 elsewhere except Qu®bec and NF) versus 

requiring a $14 cap. This requires two different sets of assumptions. First, 
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they need elasticity of demand and supply to determine what the change 

would do, especially to volume of payday loans. In plain language, elasticity 

of demand says if the rate charged is reduced to $14, how much more volume 

of loans (either more loans or larger loans) would consumers take. Elasticity 

of supplier says if the rate is reduced to $14, how much less volume of payday 

loans would the lenders offer. 

 

The benefit to consumers is the difference between what they would have paid 

under the existing rates and what they would pay with the new rates. To get 

the cost to lenders and hence the reduction in profit, we need also to know 

how their costs would be affected, which requires a lot of assumptions and 

careful analysis. 

 

Let me start with the elasticity assumptions. We canôt know the true number, 

since it becomes known only with the future experience. The authors assume 

quite a high elasticity of supply based on the substantial reduction in the 

number of payday lending stores after the rate caps were first introduced and 

subsequently reduced greatly in all provinces except Manitoba.31 The initiation 

of regulation caused this exodus largely because the firms had expanded 

beyond a sustainable number even without regulation. Those exiting had 

neither enough demand at any price nor efficient enough operations. Most of 

the decline in store numbers was due to the bankruptcy of Cash 

Store/Instaloans, with over 500 stores disappearing from a company that used 

a broker model that was inefficient and doomed to fail. The actual volume of 

payday loans continued to increase. Therefore, the remaining stores got much 

greater volume per store, without a significant increase in costs, and were 

able to remain in business under the reduced rate caps. A further reduction of 

$3 per hundred in Manitoba will not lead to a reduction in supply of loans. 

There are eight internet lenders who will pick up customers if a store closes. 

Likely one or two stores will close in Winnipeg, but the total business the 

industry writes in Manitoba will not decline materially. 

 

On the customer side, the literature survey by Professor Buckland in this 

report, Chapters 2 and 3 in Buckland et al., and past testimony in the 2016 

PUB hearing all paint a consistent picture of who will take payday loans. They 

 
31 To be precise, Manitoba was the first province to commission full research on the issues of payday loan regulation and 

its initial cap of $17 per hundred was far lower than the other provinces, except for Québec, which set an annual rate of 

interest cap of 36% which effectively banned payday lending. Manitoba has not reduced its rate cap since, while the other 

provinces reduced their high rate caps over time to $15 per hundred and NF is not at $14. 
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are mostly lower income consumers who do not have access to other forms of 

credit that are much cheaper. A reduction of $3 per hundred in the fee will not 

induce them to borrow more, or borrow more often. They do know it is 

expensive and they often donôt have the capacity to borrow any more, or even 

pay back what they owe now. The fees are still far higher than all the 

mainstream credit sources like credit cards and bank loans, and so new 

borrowers will not be drawn to the payday lenders, at least not for payday 

loans. Therefore the elasticity of demand is also quite low for this modest 

reduction in the fee. 

 

In sum, the effect on the volume of payday loans issued will be quite small, 

and hence the benefit to consumers is almost entirely the reduction in price 

times the volume. The effect on the lenders also depends on their cost 

function. Let me quote an entire excerpt from Islam and Sullivan, with my 

underlining added for emphasis: 

  

Costs to Lenders 

To estimate the changes in lender profits as a result of the payday 
lending regulation, a sample income statement provided by a 

private payday lender was used. Using the estimated value of 

payday loans in the base year ($2.26 billion) we were able to 
estimate the total industry revenues for that year using an average 

of the payday loan caps in each of the provinces.  
 

This approach uses the assumptions noted above, but also 
assumes that: 

1. All operating expenses incurred by the lender remains the same in 
both scenarios. Bad debt expenses remain at the same proportion 

of revenue in both scenarios. This assumes that lenders have some 
control over bad debt and other expenses in the short run, while 

operating expenses are fixed. 
2. Industry will incur a one-time cost with these regulatory changes, 

for the purposes of updating their operations (e.g., updating IT 
systems, marketing materials, etc.). The estimate of these costs is 

provided by industry and are assumed to be accurate.   

Using a provincial breakdown in the baseline scenario, of the 
volume of loans issued in 2022 dollars, lender revenues are 

estimated based on the maximum permitted rate in the base year 
($15.25 per every $100 borrowed).  

 
Additionally, there is current variability in the provincial limits for 

the maximum dishonoured cheque fee. To simplify the analysis, 
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the population weighted average of the allowable dishonoured 
cheque fee is used in the baseline. It is assumed that the average 

maximum in Prince Edward Island is $25 (discussed above). As 
such, this works out to $24.24 in the baseline and $20 under the 

proposed regulations. 
 

In the regulatory scenario, for which all loans issued are subject to 
the 14% rate cap.  

 
Then, using estimates derived from market research, operating 

expenses are estimated representing 55% of revenue in the 
baseline, and 62% in the regulatory scenario, and bad debt 

expenses represent roughly 30% of revenue. Using these 
estimates, the estimated profit margin in the baseline scenario is 

estimated at 15%. 

 
Additionally, payday lenders will need to incur some fixed costs to 

implement the new rate cap, such as updating IT systems, 
marketing materials, and disclosure documents to reflect the new 

rate. Based on information supplied by the payday lending 
industry, we estimate these one-time fixed costs will total $3.9 

million for all payday lenders across the country. (Appendix G, 
page 15). 

 

If the payday lender that provided the data  was not one of the big three ï 

Money Mart, Cash Money, Cash4U (which operates in Ontario but not 

Manitoba) ï then it is not a valid basis for the analysis, especially in Manitoba. 

The desirable target is an efficient lender, and those three have the scale to 

be efficient. In Manitoba, Money Mart and Cash Money dominate the market 

and I estimate they have an 80% market share. Otherwise, we are setting a 

rate cap that permits the weakest, least efficient providers to survive and the 

big players who make most of the loans receive excessive profits. Comparing 

the numbers reported in Appendix G with my work reported to PUB in 2016 

and on page 116 of Buckland et al. (2018), the figures the unidentified payday 

lender provided to Islam and Sullivan are consistent with it being one of the 

three large efficient producers. 

 

My second criticism focuses on this statement: ñsample income statement 

provided by a private payday lender.ò The lender separated revenue from 

payday loans from other revenue and estimated the costs that should be 

assigned to payday loans, including most importantly the share of operating 
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costs. In accounting we call this an arbitrary or incorrigible allocation. Arbitrary 

means that there is no correct or appropriate way to calculate it and 

incorrigible means there is no way to verify it in any context. (See Eckel, 

1976). We canôt get around this allocation problem, but we must do it anyway 

in many analyses like the payday lending profitability. I had to make such 

allocations in my analysis in 2007-08 for the PUB to arrive at my 

recommended rate cap of $17 and again in 2016 when I recommended a rate 

cap of $15, also documented in Chapter 4 of Buckland et al. (2018). 

 

One problem with this lender-provided statement is that it is entirely the 

lenderôs choice of numbers and it has a strong incentive to make payday loans 

look less profitable. There is no audited statement such as I relied on in my 

analyses for the PUB. I used the $ value of loans issued as my base. Islam 

and Sullivan use the $ revenue from fees. I convert this using my base cost 

per $100 loan divided by $15 revenue loan to get a figure of operating costs 

of 67% of revenue for my analysis. Islam and Sullivan use 62% in their work, 

which is a lower cost, and therefore biases the profit to seem higher, not lower.  

 

A second problem is the mix of business, which Islam and Sullivan have not 

recognised. When I did my previous analyses, starting in 2004-05 for the 

federal government, payday lending was the primary business line, cheque 

cashing was much smaller and declining and other lines were trivial. The effect 

of an allocation of costs would not matter much. Today installment loans are 

a major source of revenue and may even overtake payday loans. Putting more 

volume of business through the same store is very profitable because most of 

the costs are fixed just to open the doors: rent, salaries/wages, business tax, 

utilities. Accordingly, the profitability of the stores will be rising and hence the 

reduction in payday lending revenue will be offset by the installment loan 

increases and spreading costs over a larger base. Zo± St. Aubin reports a case 

of upselling in which someone who wanted a modest payday loan was 

persuaded to take a much larger installment loan, which he was then unable 

to repay. This new business line would explain why the operating cost 

percentage has decreased relative to my older estimates. It suggests that the 

payday lender has indeed given a reasonable sample income statement, and 

hence supports Islam and Sullivanôs conclusion that a $14 cap is appropriate. 

 

My analysis that I have already referenced several times had a different 

underlying assumption from Islam and Sullivan. The PUB, PILC, for a Public 
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Utilities Board Hearing, and the federal government (for work I did for them 

in 2004-05) all instructed me to determine the rate cap that would allow the 

payday loan industry to continue to exist, but not to earn excess profit. 

Although it isnôt the same as Islam and Sullivanôs underlying assumption that 

the way to analyse is benefits to consumers minus costs to lenders, the two 

approaches are reasonably consistent. In 2007-08 I originally found $17 per 

hundred was the cap that met my required criteria. In 2016 with more data 

and the big firms becoming more efficient, I concluded $15 per hundred was 

the right cap, but the PUB recommended staying at $17. In 2018 I said: ñThe 

results suggest that a fee of $14 or even $13 is sustainable. Only if cost control 

is bad does the Excess Loss become significant.ò (Buckland et al. 2018, pg. 

115). We know the industry has consolidated, which will lead to somewhat 

lower costs, and the expansion of business into installment lending allows 

costs to be spread over a large revenue base. 

 

Taking into account everything in my analysis in this report and previous work 

plus the report of Islam and Sullivan, in my opinion the case for the reduction 

to a cap of $14 is well-supported. 

 

Installment loan issues and regulation 

 

I observe a serious regulatory gap in alternative financial services. While 

payday loans are commonly regulated in Canada, their close substitute 

products are escaping attention in what they are and how they are sold. For 

these products, the Criminal Rate of Interest is the only applicable regulation, 

but it is federal. The installment lenders other than banks come under 

provincial jurisdiction. The payday lenders are regulated under Manitoba law 

only for their payday loans. These regulatory gaps permit installment loans to 

be offered without scrutiny, even when provided by regulated payday lenders. 

The same is true for the installment loan business and other operations of the 

other alternative financial service companies like goeasy and its subsidiaries 

easyfinancial and easyhome.  

 

Appendix H is a detailed report on mystery shopping for an installment loan 

at Manitoba locations of Money Mart, Cash Money and easyfinancial. My 

research assistant Courtney Martin did this under my direction. You can read 

the detailed description of her experience, which I did not edit, but I will 

summarise the key points I take from it: 
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¶ The companies are not particularly helpful and are hard to contact if 

you need personal assistance 

¶ The staff donôt know their products perfectly, or else they have been 

instructed to be unhelpful. 

¶ The interest rates offered are all over the map. They refer you to the 

website all the time, but when you press them, they donôt know what 

rate you will pay nor how it is determined. It is clear the rates are 

very high, and some of them may even violate the current criminal 

code rate of 60% effective annual rate. 

¶ Neither the website nor the staff are forthcoming about embedded 

credit insurance, a subject I will pursue in the following paragraphs. 

Let me continue on credit insurance. This is very expensive insurance that is 

added to the total owing and then paid off over the life of the contract. It 

promises to repay the loan if the borrower dies or becomes disabled, and 

possibly (precise rules are never made clear) if the borrower becomes 

unemployed. The borrower does not need to take the insurance in order to get 

the loan, but this fact is never made clear and most customers take the credit 

insurance, likely without even realising it. This insurance doesnôt really protect 

the customer, it protects the lender. In most cases the lenders retain the risk 

of the insurance, even though an insurance company is the administrator and 

the face the customer sees when they make a claim. 

 

The federal government put out for comment new regulations proposed to 

require the lender to treat the credit insurance as part of the cost of credit and 

hence regulated under the Criminal Code section on the maximum rate of 

interest. See Appendix A. Manitoba already has in place a similar requirement 

for credit insurance tied to payday loans and therefore the payday lenders no 

longer try to use this means to circumvent the rate cap. But there is no 

regulation of the installment loans that the payday lenders and others offer. 

Appendix I contains a submission that I and three other experts made to the 

federal government supporting this proposed legislation.  

 

The report of Zo± St. Aubin provides more evidence of lack of consumer 

awareness and regulation. She ran a focus group with financial counsellors 

and others who provide support to low income and disadvantaged groups with 

respect to financial matters. The majority of her participants did not 

understand the difference between a payday loan and an installment loan, and 

thought the payday lenders only sold payday loans. If the people who are 
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helping the consumers donôt understand these products, the consumers 

certainly wonôt understand. 

 

A 71 year old client of one of the members of the focus group had been upsold 

from the small payday loan he needed to a much larger installment loan, which 

he was now unable to repay. This action raises red flags as it shows the payday 

lenders are not providing correct and fair disclosure and advice to clients 

buying either payday loans or installment loans. Although I said payday loans 

are commonly regulated, the lack of any systemic surveillance of how payday 

lenders operate in practice raises the concern that at the store level the 

employees may be violating the regulations.  

 

If there is evidence of a serious regulatory failure of installment loans, this 

next section is even worse. 

 

Pawn Shops 

 

Let me first explain the nature of the pawn shop business, whose history 

predates most financial services by centuries. In my work on alternative 

financial services I have discovered that most people have never been in a 

pawn shop and have little idea how it works. The basic function is a secured 

lender of small amounts. The borrower surrenders a valuable object and 

receives a loan for a small portion of the estimate resale value. The lender 

charges interest for the duration of the loan and often charges a small fixed 

amount per month for storage cost. The borrower can redeem the security by 

repaying all charges within an agreed time frame; otherwise the lender sells 

it in its own premises, which is also a retail store. The key business aspect of 

pawn shops is not financial, it is the ability to accurately value a wide variety 

of used goods. Modern pawn shops do much more of their business as buyers 

and resellers of used goods like electronics, jewellery, silverware and so many 

more I canôt begin to enumerate them. Only a small portion of what they sell 

in the stores is resale of secured items that were not redeemed. They will also 

act as retail outlets for other services or goods such as cell phone contracts. 

Some of them offer payday loans, though most in Canada do not. I have 

observed pawn shops offering payday loans in Australia and the UK. I found 

one Ontario pawnshop offering payday loans without being registered with the 

Ontario regulator and completely oblivious to the requirement to be registered 

and follow regulations. Islam and Sullivan find: 
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Pawn borrowers would also benefit from these proposed 
regulations as their access to credit is maintained. Borrowers 

would continue to be able to access this form of legitimate credit. 
Pawn borrowers are often among the lowest income earners and 

do not qualify for alternative lending options, including payday 
loans. Data is not available on the number of Canadians that use 

pawn loans. Pawn loans are generally low amounts, one lender 
estimated the average pawn loan is for approximately $150. 

Furthermore, lenders estimate 75%-90% of pledged items are 
eventually recovered by the borrower, which indicates the 

borrowerôs ability to pay back the loan and preserve their wealth. 
(Appendix G, pg. 8) 

 

The interest charged on pawn loans fall under the provisions of the criminal 

rate of interest cap, which is a 60% effective annual rate until January 1, 2025. 

The recent revisions contain a carveout for pawnshops, which is what the 

previous quotation refers to. The criminal rate declines to 35% APR, on a 

monthly basis  for most loans, but pawnshops are regulated to a cap of 

48% APR, starting January 1, 2025. A monthly rate of 4%, which is the 

monthly rate for an APR of 48%, compounds to 60% per annum effective rate, 

thus retaining the existing cap, but only for pawnshops.  

 

In Ontario I observe that most pawnshops have been charging 5% per month, 

which in fact violates the existing criminal rate cap, because 5% per month 

compounds to an effective annual rate of 80%. However, no action has ever 

been taken against pawnshops in Ontario to my knowledge. McTamneyôs 

pawnshop charges 2% per month plus a storage fee of $1 - $5 per month, 

depending on the size of the pledged item. The combined charge would almost 

certainly remain under the 60% cap.  

 I spoke with two Manitoba pawnshops. My first question was whether they 

would give me a payday loan and they said they donôt give payday loans. My 

second question was what their terms are. They gave identical answers, 

almost word for word. The first sentence was: ñWe change 30% for a one 

month loan.ò I then asked, ñIf I pawned something for $100, what would it 

cost me?ò Their answer was: ñYou would repay $130 in one month; otherwise 

we would sell the pawned item.ò An interest rate of 30% per month yields an 

APR of 360% and an effective annual rate of 2,230%. In my view these 

pawnshops are violating the Criminal Code. 
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I then tried to determine how pawnshops are regulated in Manitoba. There are 

no provincial regulations. Winnipeg and Portage La Prairie have municipal 

bylaws whose principal function is to prevent pawnshops being resellers of 

stolen goods. 

 

Ontario does have a provincial law. Pawnshops must be registered with the 

province. A large part of the law is to prevent pawnshops being resellers of 

stolen goods. The law also provides a minimum term of the loan being one 

year, though the pledge can always be redeemed earlier. For larger valued 

items the pawnshop must attempt to communicate with the borrower before 

selling the item after one year. The Ontario law limits the charges: 

 

Maximum charges 
28 In addition to the profit on the sum lent, being interest thereon 

at not more than the lawful rate, a pawnbroker is entitled to make 
the following charges: 

1.  For a pawnticket, not more than 20 cents. 
2.  For storage of a pledge, not more than 10 cents per month per 

cubic foot or part thereof of storage space taken up by the pledge. 
3.  For a copy of a pawnticket and printed form of affidavit, not 

more than 20 cents.  R.S.O. 1990, c. P.6, s. 28. 
 

The interest rate is thus regulated by the criminal rate of interest. As far as I 

know, pawnbrokers do not charge for the pawnticket any more and other than 

McTamneyôs I havenôt observed storage charges. I did not search exhaustively 

for other provinces and jurisdictions. BC repealed its Pawnbroker Act, which 

was rather archaic, but I could find no replacement. The term of pawn loans 

outside Ontario seems to be commonly one month, which makes pawn loans 

a close substitute for payday loans. 

 
Buy Now Pay Later (BNPL) 

 

We include this form of credit here for consideration by the PUB. Our concern 

is that it is another easy form of consumer credit in a country that already has 

one of the highest levels of household debt in the world and it lacks adequate 

regulation  

 

The format varies among the companies. A common offering is pay 25% down 

on some fairly expensive discretionary item like electronics and then pay the 

remainder in three equal monthly installments with no interest charged. The 
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BNPL company makes its money by charging the merchant a very high fee, 

higher than ordinary credit cards. If the consumer doesnôt make the payments 

on time there may be a charge of some form, but they are not on the order 

of the high cost loans we have discussed so far. The BNPL companies claim 

that a consumer who doesnôt make the next payment is cut off from further 

purchases until the debt repayments are back on track. Thus the BNPL card 

would not allow continuing increases in indebtedness. We are not aware of 

any improper behaviour against consumers by the BNPL companies. 

 

Rent-to-own 

 

A rent-to-own contract allows a consumer to buy a product from the company 

and pay for it in installments over a period of about one to four years. It has 

the financial form of any installment loan, except that it is tied to the specific 

good purchased, and repossession of the good is the lenderôs security for the 

loan. A common interest rate is 29.9% APR, which would fall within the current 

and forthcoming new criminal rate of interest. In my investigations using 

company websites, I have always found the monthly charges accurately 

calculated with the advertised interest rate. However, it is difficult to find what 

interest rate they are charging without committing to buying the item. 

 

There are two things often not recognized by consumers. The company offers 

insurance that is a combination of an extended warranty and credit insurance 

such as described in the section on installment loans. The insurance is quite 

expensive for what it offers, and there is usually a catch. The insurance is 

rolled into the advertised monthly or weekly payment, but unlike the 

installment loan offers, this is clearly identified with the two prices, with and 

without, shown in equal-sized typeface. There is no requirement to take the 

insurance. However, in much smaller typeface some distance away from the 

main information about the product the consumer will find that some feature 

the is widely advertised is available only the price includes the insurance. The 

usual feature so restricted is free delivery and setup. 

 

The second feature is much more difficult to recognise. The lender prices the 

periodic payments using as the present value of the loan the manufacturerôs 

suggested retail price (MSRP). The advertisements do include product 

numbers and an astute customer can search for the identical product offered 

elsewhere for a non-credit purchase. The retail market value for the sort of 



94 

goods the lender offers is usually 60 ï 80% of the MSRP, and of course the 

lender pays much lower wholesale prices. In addition, there are frequent 

repossessions or surrenders of goods before the contract is repaid and these 

get sold again, but are now used goods, not new. 

 

Other than these slightly misleading aspects of rent-to-own, I have not 

observed any predatory or illegal behaviour. However, clearly the salesperson 

on the floor has considerable opportunity to take advantage of consumers who 

are not knowledgeable. In addition, the public disclosure of interest rates only 

says ñstarting at 29.9%.ò The largest rent-to-own company is easyhome, 

which is a subsidiary of goeasy, as is easyfinancial. As noted earlier, Appendix 

H reveals that staff at easyfinancial present confusing and inconsistent 

disclosures of lending terms to a customer. The same could occur at 

easyhome. 
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Appendix 5A Explanatory Note to Legislative 
Proposals Relating to the Criminal Code 
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Appendix 5B Knowledge Sources for Dr. Chris 
Robinson 
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Appendix 5C Payday Aggregate Lending Data BC 2023 

Payday Aggregate Lending Data BC 2023
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Appendix 5D Licensed Payday Lenders in Manitoba July 25, 2024 
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Appendix 5E The historical development of the payday lending outlets 
in Winnipeg 
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Appendix 5F List of payday lenders in Manitoba in 
2008, 2010 and 2016 
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Appendix 5G Criminal Interest Rate Regulations 
Cost-Benefit Analysis 
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Appendix 5H Experience with Installment Loan 
Inquiries: Mystery Shopping 
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