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The Impact of the Unified Payday 
and Auto Title Loan Ordinance  

Executive Summary 
In an effort to combat harmful effects on local residents of the on-going cycle of debt caused by 
uncapped payday and auto title loans, Texas cities began adopting a unified payday and auto title 
loan ordinance, starting in 2011. The unified ordinance, now in place in 45 Texas cities, includes a 
baseline of consistent standards to address the cycle of debt and unaffordable loans by: limiting the 
size of payday and auto title loans based on borrower income; limiting the loans to a total of four 
payments (these loans have traditionally been marketed as single payment two-week loans); 
requiring each payment to reduce the loan principal by 25%; and limiting refinances.   

This report investigates the impact of the unified ordinance based on the payday and auto title loan 
market data reported by payday and auto title loan businesses to the Texas Office of Consumer 
Credit Commissioner, including the number of borrowers, number of new loans, number of 
refinances, dollar amount of new loans, dollar amount of refinances, dollar amount of fees, and 
number of vehicle repossessions (by auto title loan businesses). The following report summarizes 
analyses regarding two overarching questions: (1) have there been changes in the overall payday 
and auto title loan market from 2012 to 2017 and (2) what is the specific impact of the expanded 
adoption of the unified payday and auto title loan ordinance on borrower outcomes?  

Regarding our first research question, results from our analyses suggest that since 2012, there have 
been statistically significant decreases in: 

• Total number of borrowers 
• Total number of new loans 
• Total number of refinances 
• Total dollar amount of new loans 
• Total dollar amount refinanced 
• Total number of vehicle repossessions 

There was no statistically significant change in the dollar amount of fees overall from 2012 to 2017.  

Regarding the second research question, results from analyses suggest that implementation of the 
unified ordinance has had a meaningful impact on outcomes for borrowers. Specifically, analyses 
suggest that the unified ordinance is associated with statistically significant decreases in:  

• Total number of new loans 
• Total number of refinances 
• Total dollar amount of new loans 
• Total dollar amount of fees  
• Total number of vehicle repossessions 

The results from these analyses suggest that although there has been a significant decrease in the 
number of borrowers, the decrease is not due to the proportion of payday and auto title 
loan store locations that fall under the unified ordinance . Additionally, while the total dollar 
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amount of fees overall has not significantly changed from 2012 to 2017, there is a significant 
impact of the unified ordinance on the dollar amount of fees, such that greater 
implementation of the unified ordinance is associated with lower total fees.  

Taken together, these analyses suggest that the unified ordinance is associated with beneficial 
outcomes for borrowers, in terms of improved affordability of the loans.  Borrowers experience fewer 
new loans—which may be associated with less borrowing due to financial difficulties caused by a 
previous loan – fewer refinances of existing loans, lower fees, and fewer vehicle repossessions, yet 
people continue to have access to these loans. 

Yet, Texas has no rate or fee caps for these loans, which can average over 500% APR.  Building on 
the foundation of the unified ordinance, implementing statewide rate and fee caps would further 
enhance affordability for borrowers. However, the promising results of this study demonstrate the 
benefits of even basic affordability provisions that limit the cycle of ongoing high-cost debt to improve 
borrower outcomes. 
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The Unified Ordinance  

The unified ordinance establishes basic affordability standards for people taking out payday and auto 
title loans. Dallas and Austin first adopted the unified ordinance in 2011, and it went into effect in 
those cities in 2012. Since then, a total of 45 cities have adopted the unified ordinance. At least 10 
million Texans are covered by the unified ordinance. The main components of the unified ordinance 
include: 

• Payday and auto title stores operating as credit access businesses must register with the city 
• Payday loans including all charges are limited to 20% of the borrower’s gross monthly income. 

Auto title loans including all charges are limited to the lesser of 3% of the borrower’s gross 
annual income or 70% of the vehicle value 

• Loans cannot have more than 4 installments or 3 rollovers or renewals 
• The proceeds from each installment or renewal must reduce the loan principal by 25% 
• A rollover or renewal is defined as an extension of consumer credit made within seven days of 

the previous extension of credit 

This report investigates the impact of the unified ordinance on outcomes for Texas borrowers over 
time.  

Methodology 

Data used in this report was obtained through open records requests to the Texas Office of 
Consumer Credit Commissioner.  It includes data from the credit access business quarterly and 
annual reports submitted to the Office from 2012 through 2017 for the State of Texas and for a subset 
of state metropolitan statistical areas and metropolitan divisions. Specifically, we pulled data on each 
loan type (i.e., installment payday loan, single payment payday loan, installment auto title loan, and 
single payment auto title loan) for sixteen metropolitan statistical areas (MSA) or metropolitan 
divisions (MD) where data is available.  For each of the years in the study and for each loan type, 
data was compiled on the number of borrowers, the number of new loans issued, the number of 
refinanced loans, the dollar amount of loans issued, the dollar amount of refinances, the dollar 
amount of fees, and total number of vehicle repossessions. Please see the Appendix for definitions of 
these variables.  

Analyses were conducted on the outcomes of total number of borrowers, number of new loans, 
refinanced loans, dollar amount of loans, dollar amount of refinances, dollar amount of fees, and 
vehicle repossessions (for vehicle repossessions) across all loan types. In order to account for 
different population sizes across each MSA/MD, each outcome was weighted by adult population (18 
and older) and multiplied by 10,000 in order to be standardized across MSAs/MDs.1 

In order to assess the impact of the unified ordinance, we created a variable that captures the 
proportion of loan providers that would fall under the unified ordinance for each MSA/MD, based on a 
list of licensed locations for each year included in the study. The list of licensed locations was 
obtained from the Texas Office of Consumer Credit Commissioner through open records requests. 
The proportion unified ordinance variable was measured on a scale of 0%-100% of locations that 
were regulated by the unified ordinance.  

Findings 

In order to assess whether there was any change in the market indicators from 2012 to 2017, a series 
of paired sample t-tests were conducted for each outcome type.2 Overall, results found that from 2012 
to 2017 there was a statistically significant decrease in the total number of borrowers, the total 
number of news loans, the total number of refinances, and the total number of vehicle repossessions. 
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*Note: Numbers in the ‘all’ category reflect weighted median borrowers per 10,000 adults across all 
16 MSAs/MDs. 
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*Note: Numbers in the ‘all’ category reflect weighted average new loans per 10,000 adults across all 
16 MSAs/MDs. 
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*Note: Numbers in the ‘all’ category reflect weighted average number of refinances per 10,000 adults 
across all 16 MSAs/MDs. 
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*Note: Numbers in the ‘all’ category reflect weighted median vehicle repossessions per 10,000 adults 
across all 16 MSAs/MDs. 
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Additionally, results found that from 2012 to 2017 there was a statistically significant decrease in the 
total dollar amount of new loans, and the total dollar amount of refinances. However, there was no 
statistically significant change in the total dollar amount of fees from 2012 to 2017.  

 
*Note: Numbers in the ‘all’ category reflect weighted average dollar amount of new loans per 10,000 
adults across all 16 MSAs/MDs. 
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*Note: Numbers in the ‘all’ category reflect weighted median dollar amount refinanced per 10,000 
adults across all 16 MSAs/MDs. 
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*Note: Numbers in the ‘all’ category reflect weighted average dollar amount of fees per 10,000 adults 
across all 16 MSAs/MDs. 
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In order to assess the specific impact of the unified ordinance, a series of mixed-effects models were 
conducted for each outcome type.3 These models estimated the impact of the unified ordinance on 
each outcome type, while controlling for effects of time and variations between MSAs/MDs. Results 
found that as the proportion of lenders that fall under the unified ordinance increases, there is a 
statistically significant decrease in the total number of new loans, total number of refinances, total 
number of repossessions, dollar amount of new loans, and dollar amount of fees.4 Importantly, 
however, there was no significant effect of the unified ordinance on the total number 
of borrowers.  

The following charts reflect the impact of the unified ordinance over time, with estimates of the impact 
of the unified ordinance in the following three scenarios:  if there were no unified ordinance; if 50% of 
payday and auto title loan licensee locations were regulated by the unified ordinance; and if 100% of 
payday and auto title loan licensee locations were regulated by the unified ordinance.  

 
For the total number of new loans, a 1% increase in licensed payday or auto title loan locations that 
fall under the unified ordinance was associated with a decrease of 2 new loans per 10,000 adults, 
controlling for the effects of time. In 2017, if there were 100% adoption of the unified ordinance, this 
would amount to 188 fewer new loans per 10,000 adults than having no unified ordinance in place.  
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For the total number of refinances, a 1% increase in licensed payday or auto title loan locations that 
fall under the unified ordinance was associated with a decrease of 6 refinances per 10,000 adults, 
controlling for the effects of time. In 2017, if there were 100% adoption of the unified ordinance, this 
would amount to 612 fewer refinances per 10,000 adults than having no unified ordinance in place. 

 

 
For the total number of repossessions, a 1% increase in licensed payday or auto title loan locations 
that fall under the unified ordinance was associated with a decrease of 0.07 vehicle repossessions 
per 10,000 adults, controlling for the effects of time. In 2017, if there were 100% adoption of the 
unified ordinance, this would amount to 7 fewer vehicle repossessions per 10,000 adults than having 
no unified ordinance in place. 
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For the total dollar amount of new loans, a 1% increase in licensed payday or auto title loan locations 
that fall under the unified ordinance was associated with a decrease of $1,473.55 in new loans per 
10,000 adults, controlling for the effects of time. In 2017, if there were 100% adoption of the unified 
ordinance, this would amount to a difference of $147,355 in new loans per 10,000 adults than having 
no unified ordinance in place. 

 
For the total dollar amount of fees, a 1% increase in licensed payday or auto title loan locations that 
fall under the unified ordinance was associated with a decrease of $1,299.14 fees per 10,000 adults, 
controlling for the effects of time. In 2017, if there were 100% adoption of the unified ordinance, this 
would amount to a difference of $129,914 in fees paid per 10,000 adults than having no unified 
ordinance in place.   
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Conclusions 

Overall, results from these analyses suggest that the unified ordinance has had a 
meaningful positive impact for borrowers. The unified ordinance is associated with fewer 
negative impacts of payday and auto title loans, such as fewer refinances, fewer new loans, fewer 
vehicle repossessions, and a lower dollar amount of new loans and fees. State and national data 
indicate that re-borrowing, driven by unaffordable loans, is harmful to borrowers.5  

While there has been a statistically significant decrease in the total number of borrowers from 2012 to 
2017, our mixed effects models show that this decrease is not associated with the unified ordinance, 
suggesting that other factors, such as local economic conditions, might explain the decrease.  Based 
on this finding, the data indicate that borrowers who desire access to payday and auto title loans 
continue to have that access under the unified ordinance.   

The market demand for short-term small dollar credit supports additional policy action, beyond 
expanding the ordinances to apply statewide. Statewide rate and fee caps that are consistent with fair 
lending standards and policies that encourage low-cost small dollar loans are important additional 
policy steps to support financial well-being of Texans. 

 

Policy Recommendations 

 

Implement broadly applicable standards that ensure payday and auto title 
loans are affordable to borrowers. 

 
Adopt statewide rate and fee caps that are consistent with fair lending 
standards. 

 

Support low-cost small dollar loans. 
																																																													
1	The 18 and older population was selected because that is the population that could potentially take out a payday or auto 
title loan. Population data was pulled from the U.S. Census Bureau American Community Survey, 5-year estimates for 
2012, 2013, 2014, 2015, 2016, and 2017.	
2 See Appendix for a detailed explanation of the statistical models and analyses used.  
3 Id. 
4 The model for amount refinanced failed to converge and thus is not included. See Appendix for a detailed explanation.	
5	See Texas Appleseed’s report, Payday and Auto Title Lending in Texas: Market Overview and Trends 2012-2015, which 
found that the bulk of single payment payday loans was borne by individuals with 5 or more refinances. Available at: 
https://www.texasappleseed.org/sites/default/files/Payday-Auto-Title-Lending-Tx_MktOv-Trends2012-2015Rev.pdf. See 
the Consumer Financial Protection Bureau’s white paper, Payday Loans and Deposit Advance Products, for a similar 
discussion at the national level. Available at: https://files.consumerfinance.gov/f/201304_cfpb_payday-dap-whitepaper.pdf	
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Appendix 
 
 
Definitions 
 
The terms below are defined based on guidance from the Texas Office of 
Consumer Credit Commissioner and the Texas Finance Code. The data used in 
this study, for each variable, reflect combined data of all single payment payday 
loan, single payment auto title loan, installment payday loan, and installment auto 
title loan borrowers and transactions.  
 
The Texas Office of Consumer Credit Commissioner defines single payment 
loans as loans where the entire amount owed (i.e., fees, principal, and interest) 
are due in one scheduled payment, whereas installment loans include any other 
scenario, including single balloon payments of principal and interest with prior fee 
payments scheduled. 
 
Credit Access Business:  A credit services organization that obtains for a 
consumer or assists a consumer in obtaining an extension of consumer credit in 
the form of a deferred presentment transaction (i.e., payday loan) or a motor 
vehicle title loan. (Sec. 393.601, Texas Finance Code).  Payday and auto title 
loan stores in Texas operate as licensed credit access businesses. 
 
Borrowers: The number of individual consumers unique to each store, and 
product category that obtained a loan in the reporting year. A borrower can only 
be counted once per product category per year regardless of how many loans in 
each category they obtained.  
 
Refinance: 	Any transaction a Credit Access Business assists a consumer in 
obtaining that extends the repayment period of a then-outstanding extension of 
consumer credit (i.e., the loan) beyond its original term. A refinance shall include 
both a traditional refinance that is evidenced by a new written loan agreement 
with new disclosures that satisfies and replaces the prior loan agreement, as well 
as a renewal of a single-installment transaction in which the term of the 
transaction is extended for an additional like-period without the necessity of new 
documentation or disclosures. A refinance shall not include a workout agreement. 
"Refinance" includes the terms "renewal" and "rollover."  
  
New Loans: New loans are defined as a loan that is not refinanced or a renewed 
transaction. Borrowers can have more than one new loan in each reporting year. 
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Testing Changes from 2012 to 2017 
 
In order to test whether there was any change in outcomes from 2012 to 2017, a 
series of paired sample t-tests were conducted on: the weighted total number of 
borrowers, the weighted total number of new loans, the weighted total number of 
refinances, the weighted dollar amount of new loans, the weighted dollar amount 
of refinances, the weighted dollar amount of fees, and the weighted total number 
of vehicle repossessions.  
 
The distributions for weighted total borrowers and weighted total vehicle 
repossessions were found to have violated assumptions of normality. Therefore, 
Wilcoxon signed rank tests were performed on weighted total borrowers and 
weighted total vehicle repossessions. All other variables had normal distributions. 
 
 
Results 
 
Number of Borrowers. There was a significant decrease in the weighted total 
number of borrowers from 2012 (Mdn = 809) to 2017 (Mdn=434), V = 135, p < 
.001, r = .87. 
 
Number of New Loans. There was a significant decrease in the weighted total 
number of new loans from 2012 (M = 1,246, SD = 374) to 2017 (M =645, SD 
=265), t(15) = 7.34, p <.001, d = 1.83. 
 
Number of Refinances. There was a significant decrease in the weighted total 
number of refinances from 2012 (M =2,001, SD =450) to 2017 (M =644, SD 
=351), t(15) =12.58, p <.001, d =  3.14. 
 
Dollar Amount of New Loans. There was a significant decrease in the weighted 
total dollar amount of new loans from 2012 (M = $739,682, SD =$219,179) to 
2017 (M =$430,981, SD =$186,277), t(15) = 6.84, p <.001, d = 1.71.  
 
Dollar Amount of Refinances. There was a significant decrease in the weighted 
total dollar amount of refinances from 2012 (M = $1,242,181, SD =$297,019) to 
2017 (M =$557,937, SD =$275,183), t(15) = 9.37, p <.001, d = 2.34.  
 
Dollar Amount of Fees. There was no significant decrease in the weighted total 
dollar amount of fees from 2012 (M =$537,337, SD =$127,962) to 2017 (M 
=$470,812, SD = $181,156), t(15) = 1.36, p =.10.  
 
Number of Vehicle Repossessions. There was a significant decrease in the 
weighted total number of vehicle repossessions from 2012 (Mdn = 16.94) to 2017 
(Mdn = 15.67), V = 101, p =.05, r = .43.   
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Testing the Impact of the Unified Ordinance 
 
A series of multi level models were conducted in order to test the specific impact 
of the unified ordinance on each outcome variable, while controlling for time. Multi 
level models were used because each MSA/MD had repeated measures for each 
year. In order to assess the impact of the ordinance, we created a variable that 
captured the proportion of licensed payday or auto title loan locations that would 
full under the ordinance for each MSA/MD, based on a list of licensed locations 
by address for each year included in the study. The proportion ordinance variable 
was measured on a scale of 0%-100% of locations in the MSA/MD that were 
regulated by the unified ordinance. 
 
For each outcome variable, models were fit according to the following taxonomy: 
Model A was an unconditional means model, Model B was an unconditional 
growth model (i.e., included the effect of time), and Model C included the 
proportion of the unified ordinance as a predictor of each outcome variable. For 
each of the outcome variables, there was a significant improvement in model fit 
for Model C. As such, Model C was chosen as the preferred model. However, the 
weighted dollar amount of refinances failed to converge on any model, thus it is 
not included in analyses.  
 
Model C for all outcome variables was tested across measures of linearity, 
homogeneity of variance, and normality of residuals and there were no violations 
of assumptions. 
 
 
Results 
 
Number Borrowers. Model C, which included the proportion of ordinance as a 
predictor variable, did not significantly improve model fit (χ2(1)= 3.05, p = .08), 
therefore there is no effect of the proportion of ordinance on the weighted total 
number of borrowers. 
 
Number of New Loans. The proportion of ordinance significantly affected the 
weighted total number of new loans (χ2(1)= 5.22, p < .05), decreasing the 
weighted total new loans by 1.88 loans per 10,000 adults ±0.81 standard errors 
(t(90)=-2.32, p < .05).  
 
Dollar Amount of New Loans. The proportion of ordinance significantly affected 
the weighted total dollar amount of new loans (χ2(1)= 8.94, p < .05), decreasing 
the weighted total dollar amount of new loans by $1,473.55 per 10,000 adults 
±$481.16 standard errors (t(90)=-3.06, p < .05). 
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Dollar Amount Refinanced. The proportion of ordinance significantly affected the 
weighted dollar amount refinanced (χ2(1)= 19.93, p < .05), decreasing the 
weighted total dollar amount refinanced by $4,160.73 per 10,000 adults ±$884.05 
standard errors (t(90)=-4.71, p < .05). 
 
Dollar Amount of Fees. The proportion of ordinance significantly affected the 
weighted total dollar amount of fees (χ2(1)=5.88 , p < .05), decreasing the 
weighted total dollar amount of fees by $1,299.14 per 10,000 adults ±$527.44 
standard errors (t(90)=-2.46, p < .05). 
 
Number of Vehicle Repossessions. The proportion of ordinance significantly 
affected the weighted total number of vehicle repossessions (χ2(1)= 9.82, p < 
.05), decreasing the weighted total loans by 0.07 repossessions per 10,000 
adults ±0.02 standard errors (t(90)=-3.23, p < .05). 
 
All analyses were conducted in R. 


