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FOREWORD
This study was carried out by the Research staff of the Agency. It was 
undertaken in response to a request from the Minister for Social Welfare, 
Dr. Michael Woods, following considerable publicity about 
moneylending.

The Agency welcomed the opportunity to undertake this research as it has 
helped to highlight an aspect of poverty which causes much hardship and 
distress and which has tended to remain hidden. As the report shows, 
people living in abject poverty are as devoid of choices when it comes to 
borrowing money as in most other areas of their lives. The poor have 
limited access to credit from banks and other financial institutions. Thus, 
they must borrow from moneylenders at very high interest rates in order 
to meet the expenses not only of special occasions such as births, 
marriages and deaths but of everyday demands — paying for food, 
clothes, electricity and rent.

The findings of the research have implications for many organisations, 
both statutory and voluntary, and the report includes comprehensive 
recommendations which have been worked out in an integrated way. We 
very much hope that they will be seriously considered and that action will 
be taken quickly to protect families and individuals. This should include 
protection from the effects of administrative practices which could be 
changed relatively easily and from illegal activities which should not be 
allowed to continue.

The Agency’s main concern is that this report once more reinforces the 
fact that, for many people in Irish society, income is inadequate to meet 
the ordinary requirements of daily living. Any measures to control the 
activities of moneylenders will be fruitless unless accompanied by some 
action to increase the disposable income of the poor.

Noreen Kearney, 
Chairman
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Chapter One

INTRODUCTION

1.1 THE STUDY INTRODUCED

r
his is a study of credit and indebtedness among low income
families, focusing on moneylending. By tracing the experiences 
of 99 people who are in debt to moneylenders and other sources 
of credit, the aim is to explore how low income families fall into 

debt to moneylenders, to see how they manage these and other debts and 
to identify the consequences of these forms of indebtedness for them.

Moneylending is a subject about which there has been much speculation 
but little in the way of concrete fact: what was known about it up to now 
was based mainly on anecdotal evidence and media images. These have 
tended to sensationalise moneylending, portraying moneylenders as the 
exploiters of the vulnerable, as usurers who make large profits on the 
backs of the poor and the weak. How true is this? Up to now, no 
systematic evidence has been gathered to substantiate or refute these 
suggestions. Additionally, no attempt has been made to identify the 
reasons why people turn to moneylenders for credit. This study redresses 
that imbalance. For the first time, it presents detailed information on 
what it is like to be indebted to moneylenders and the reasons why 
people borrow from them. The money lending business is examined for 
its extent, its practices and how it fits into the credit options available to 
low income families.

The study has a strong policy emphasis: one of its main goals is to 
suggest ways in which the position of people on low incomes can be 
improved by lessening their dependence on moneylenders. In order to put 
forward workable remedies, the study considers various policy options 
that could be implemented nationally and locally. It makes concrete 
proposals and gives an account of some ameliorative measures that have 
been tried.
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1.2 BACKGROUND TO THE STUDY
The study arose initially from a request by the Minister for Social 
Welfare, Dr. Michael Woods, to the Combat Poverty Agency in January 
1988 to investigate the use of moneylenders by people on low incomes. 
Expressing concern about moneylending and the increase in this form of 
indebtedness among low income households, the Minister asked the 
Agency to suggest measures to tackle the problems involved.

The Agency’s main interest in undertaking the research lay in exploring 
the links between indebtedness and poverty. The most recent research 
indicates that poverty is widespread in that 34% of Irish people are living 
on weekly incomes less than the equivalent of about £48 for a single 
person.(l) Focusing on borrowing and spending patterns enabled the 
study to examine credit and money practices and the kinds of decisions 
that are made about spending and lifestyles in low income households. 
The credit options available to people on low incomes were also of 
interest since expensive credit can push people further into poverty.

1.3 THE FOCUS OF THE STUDY
Although moneylending was its starting point, a key aim of the study 
was to place money lending within the cycle of credit and debt. This may 
include, for instance, service arrears (electricity, gas, rent), debts to 
cheque trading firms for household goods, debts to moneylenders, debts 
to financial institutions and informal debts (i.e., to family, friends or 
neighbours). Moneylending therefore is viewed as one form of 
indebtedness in low income households and the two foci of the study are 
credit and debt amongst low income families.

Credit is by now a necessity taken for granted by most of us. We buy 
our homes on credit in the expectation of a secure future income, we 
furnish them safe in the knowledge that the money borrowed to do so 
can be paid back without too much difficulty. Yet, the line between 
credit and debt is very fine. Credit is postponed payment for money, 
goods or services advanced; debt occurs when the payments for the 
credit advanced cannot be met. In Britain, it is estimated that 1 in every 
10 households faces debt problems.(2) In Ireland, comprehensive 
statistics on indebtedness are not available; nobody seems to know the 
exact shape and size of the personal debt problem here.

Indebtedness among the poor in Ireland, like moneylending, has not been 
the subject of specific study. However, two recent studies give some 
indication of the extent of indebtedness among low income groups. 
Williams and Whelan, in their 1983 study involving 129 conferences of 
the Society of St. Vincent de Paul, showed that those most at risk of 
indebtedness among low income groups were large households with

2



young children.(3) The most common items of non-weekly expenditure 
creating financial difficulties for low income households were clothes, 
electricity and other fuel bills, school books and uniforms, TV licence 
and rent. Such households coped with these additional financial demands 
through monies from charities, by deferring weekly necessities and by 
borrowing from relatives and moneylenders. Only 2% of households 
turned to a bank for help. The Commission on Social Welfare reported 
that, among social welfare recipients, households dependent on 
unemployment or sickness payments were most likely to encounter 
debt.(4) Other more general indicators of indebtedness are also available: 
over 1,000 houses were subject to court repossession proceedings in 
Dublin in 1986; the ESB reported that over 17,000 have special arrange
ments for paying back their electricity arrears.

How are the indebted treated in our society? Often, they are represented 
as people who wilfully withhold the money they owe from their 
creditors. Yet this is not the reality as discovered by research in Britain: 
‘It is quite apparent that the large majority of debtors are perfectly 
ordinary people who are anxious to pay their debts but for a variety of 
reasons, the most important of which are a sudden drop in income 
caused by loss of employment or changes in domestic circumstances, and 
long-term dependence on social security, are unable to do so.’(5) This 
suggests that debt and debtors need to be placed in their social as well as 
their economic context to understand the debt process fully.

Also, the accumulation of debts for some is the expansion of profit for 
others. Credit is at the core of the profitability of the financial industry. 
The available evidence points to a divergence between those holding 
expanding wealth and those incurring debt. In other words, there is a 
social class basis to credit, both in relation to the size of debts and the 
source of credit. All the evidence suggests that the greatest debts may be 
held by those who are least able to manage them comfortably.(6) It is 
also likely that people on low incomes borrow from different sources 
than people at higher levels of the income scale.

By focusing on a group of low income borrowers and exploring their 
patterns of credit and debt, the present study provides information on 
these and other issues.

1.4 ORGANISATION OF THE REPORT
Following this introductory chapter, the next outlines how the research 
was carried out. Chapter Three sets the study in context by looking at 
the credit industry generally and the moneylending business specifically. 
In Chapter Four, the extent of the respondents’ indebtedness, to both 
moneylenders and other sources, is described and analysed. Chapter Five 
shows what it is like to take out a loan from a moneylender, how people 
go about it and the reasons why. In Chapter Six the focus is on how

3



people pay back their loans and how they manage the finances involved. 
Chapter Seven examines the respondents’ finances in more detail, looking 
at their income and spending patterns and trying to see where their loan 
repayments fit in. Chapter Eight draws the findings together and sets out 
a package of reforms and policy recommendations.
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Chapter Two

THE DESIGN 
AND METHODS 
OF RESEARCH

r
o introduce the study, this chapter describes how the research 
was carried out and outlines the decisions that guided the 
design, fieldwork and analysis. The methods of study are 
described in detail. The final part of the chapter presents the 
main demographic characteristics of the study population.

2.1 HOW THE STUDY WAS DONE
The main focus of the study was low income borrowers’ use and 
experience of moneylending. The central task of the research was to 
examine money lending from the clients’ perspective and to look at their 
reliance on moneylenders within the context of their general credit and 
money practices. The study also set out to uncover background 
information on money lending, such as the legal situation and the extent 
of money lending locally. Two main methods of study were used: 
interviews with borrowers and background research on the moneylending 
business in Ireland. Figure 2.1 outlines the methods of research that were 
used and the types of information generated by each.

The study was completed in the seven-month period between March and 
September, 1988. Figure 2.2 shows the different stages in the research 
process and the timing of each.

There were two major challenges in designing the study:
(1) how could we get people indebted to moneylenders to talk to us?
(2) how could we identify people who were in debt to moneylenders?
The first problem determined the method of study that was used — 
interviewing — and the second was crucial for selecting the sample.
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Figure 2.1 METHODS OF STUDY

Methodology Type of Information
Interviews with
Borrowers

The experience of moneylending and 
indebtedness from the borrower’s point of view

Background Research 
on Moneylending

The extent and nature of money lending:
(i) Count of all SWA applicants in one Dublin 

suburb during one week who were in debt 
to moneylenders and others

(ii) Review of available information on the 
moneylending business and other sources of 
credit and extent of credit and debt

(iii) Contacts with relevant statutory and 
voluntary service providers and with the 
Consumer Credit Association — the 
licensed moneylenders’ professional organ
isation.

2.1.1 Interviews with Borrowers
The main method of study was interviews with a sample of people from 
low income households known to be in debt to moneylenders. This 
method was chosen because of the sensitive nature of the subject under 
study and the likelihood that people would be afraid to talk, given how 
money lending had been portrayed by the media. In all, 99 very detailed 
interviews with borrowers were carried out during a four-week period 
from mid-April to mid-May, 1988.

Preliminary research indicated that as a form of credit the moneylending 
business operated in quite a distinctive way in that it was very localised 
and largely outside the norms of conventional lending institutions. 
Consequently, a good deal of background research was necessary before 
designing the interview schedule. For this, exploratory discussions were 
held with representatives of relevant statutory and voluntary 
organisations. The legal background to money lending and the available 
literature, most of it British, were also examined.

A draft interview schedule was then developed. The emphasis in the 
interview was on qualitative information so as to enable us to understand 
the process whereby people on low incomes come to depend on 
moneylenders, how they cope with these debts and others and their 
general view of their situation, consequently, the majority of the 
questions were open-ended. This draft interview schedule was then

7



Figure 2.2 TASK AND TIME SEQUENCE OF THE STUDY
STAGE OBJECTIVE TASK TIME

LITERATURE REVIEW Provide background 
information for 
study

Review relevant 
national and inter
national literature

March 1988

RESEARCH DESIGN Decide on research 
design of study and 
develop indicators 
of concepts

Finalise research 
design and 
operationalise 
concepts

March 1988

EXPLORATORY PILOT
OF INTERVIEW
SCHEDULE

Explore the major 
issues among bor 
rowers from 
moneylenders and 
to identify relevant 
foci of study

In-depth interviews 
with a small 
number of 
borrowers from 
moneylenders

April 1988

FIELDWORK
ORGANISATION

Recruit and decide 
deployment of 
fieldwork staff

Recruit interviewers 
Make local contacts 
Identify respondents 
Plan fieldwork

April 1988

TRAINING OF 
INTERVIEWERS

Train interviewers 
and help them 
become adept at 
using interview 
schedule

Training of 
interviewers

April 1988

MAIN STUDY Collect data on 
borrowers from 
moneylenders

Interview 90 —
100 borrowers 
from moneylenders

April — May 1988

ANALYSIS Sort and analyse 
data

May — August
1988

ADVISORY COMMITTEE Obtain inputs from 
organisations/ 
interests concerned 
with indebtedness

Develop broad
ranging policy pro
posals to help 
combat in
debtedness

June — August
1988

FINAL REPORT September 1988

piloted and tested. The final interview schedule, which contained 105 
questions, covered six main areas:
• details of up to 4 loans taken out from a moneylender(s)
• initial contact with and reason for use of a moneylender(s)
• management of the loans and consequences of indebtedness to a 

moneylender(s)
• general indebtedness to other credit sources
• family expenditure and budgeting patterns
• social and economic information about the respondents.
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The interviewers were asked to record at the conclusion of the interview 
any additional information that they felt might be of relevance to the 
study as well as indicating their own observations on the interview.

2.1.2 Selection of Respondents
Sample selection, always a crucial task in research, was in this case very 
difficult. No ready sampling frame existed because there was no known 
list of people in debt to moneylenders or to other credit institutions, 
unlike Britain where a network of Money Advice Centres provides a 
ready list. To have asked moneylenders for a list of their clients might 
have compromised the confidentiality of the study, even if the request 
had been granted. Similarly, court records of debt enforcement 
procedures were of no avail since moneylenders seldom bring clients to 
court. In addition, there was the consideration that a conventional door- 
to-door random sample was unlikely to be successful because of fear and 
anxiety. Clearly, the information that was required for the study would 
be best got through a personal contact or trusted relationship.

As a result, it was decided to seek respondents for the study through the 
help of organisations, groups and individuals involved in welfare and 
community activity. Four locations were selected: Dublin, Cork, 
Waterford and Newcastle West, Co. Limerick (that is, a major urban 
centre, two provincial cities and a rural town) and relevant local 
organisations and individuals were contacted in each on a systematic 
basis. Over 120 such contacts were made with people or organisations 
who were known to have links with families borrowing from 
moneylenders. These contacts included some of the local EC anti-poverty 
projects, conferences of the Society of St. Vincent de Paul, Community 
Welfare Officers, credit unions, social workers, home helps/makers, 
parish clergy, family resource centres and community action projects.1

Two requests were made of each person/organisation contacted: first, to 
approach on the Agency’s behalf local borrowers from moneylenders to 
see if they would participate in the study; secondly, to help in arranging 
a time and date when the interview could be conducted. The respondents 
were chosen on the basis of criteria such as size and structure of family, 
level and sources of income, sex and employment position. Selected in 
this way, the respondents were not representative of the population as a 
whole. Consequently, the results of the study are not generalisable to the 
Irish population. 1

1 In Cork the principal contact was a local credit union which was operating a scheme for 
assisting families which had become indebted to moneylenders. In Waterford the main contact 
was a local task force, involving the Society of St. Vincent de Paul, credit unions and community 
workers, which also assisted people in paying off their debts to moneylenders.
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The study received very good co-operation. Respondents were referred 
by a wide variety of contacts but most came through community projects, 
Community Welfare Officers, credit unions and local conferences of the 
Society of St. Vincent de Paul (Table 2.1). In all, 113 borrowers were 
referred for interview. Of these, 99 were successfully interviewed. The 
14 referrals who were not interviewed either failed to keep a number of 
appointments (7), could not be contacted (4), were unsuitable for the 
study (2) or refused (1).

Table 2.1 Source of Referrals

Contact n

Local Conferences of St. Vincent de Paul 24
Community projects and centres 19
Community Welfare Officers 15
Credit Union 10
Parish (priests and nuns) 10
Home Maker Service 9
Social Workers 9
Self-referral 3

n 99

Sixty-nine interviews were completed in Dublin, 16 were based in 
Waterford, there were 11 in Cork and 3 in Newcastle West, Co. 
Limerick. The following table shows the location of the interviews.

Table 2.2 Location of Interviews

Location n

Clondalkin 26
Tallaght 15
Ballymun/Finglas 14
Darndale/Coolock/Kilbarrack 10
Inner City Dublin 4
Waterford 16
Cork 11
Newcastle West 3

n 99

2.1.3 Fieldwork Procedures
The fieldwork was carried out over a four-week period in April and 
May, 1988. Five people, 4 women and 1 man, including a staff member 
of the Agency conducted the interviews, each completing between 13 and
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25 interviews. The interviewers were trained before undertaking the 
fieldwork. The interviewer’s task was to complete the assigned interviews 
and check each interview schedule before returning it to the Agency for 
further checking and analysis.

Three interviewers were based in Dublin, one was in Waterford and one 
covered both Cork and Newcastle West. The average duration of 
interviews was 2 hours. The interviews were carried out mainly in the 
respondents’ homes which meant that the interviewers could see people’s 
circumstances at first hand. All interviewers were issued with letters of 
authorisation from the Agency and the co-ordination of interviews was 
done by the research staff at the Agency. Since the respondents had 
already been contacted and agreed to be interviewed, there were no 
problems with identification or validation.

Confidentiality was a key concern. A number of steps were taken to 
preserve the respondents’ confidentiality. First, in most referrals just an 
address was given to the Agency or its representative — thus we did not 
have the full names of all of our respondents. As a second precaution, 
the respondent’s name was not noted anywhere on the interview 
schedule. Thirdly, no information provided during the interview was seen 
by anyone other than the staff involved in the analysis, and the particular 
fieldworker.

The majority of interviews went smoothly. At the outset, the interviewers 
attempted to ease any fears that people had, mainly by assuring them of 
the confidential nature of the study and explaining its purpose. The most 
common reaction from respondents was the hope that in telling their 
story they might be able to help others in a similar financial situation to 
avoid what had happened to them.

Two main difficulties were encountered in the interviews. The first was 
one of definition: people understood and used the term moneylender 
differently. Terms like ‘jewman’, ‘the clothesman’, ‘loanshark’ were in 
common usage and there appeared to be a hierarchy of credit sources, in 
which the ‘loanshark’ was at the bottom. A related difficulty concerned 
how people thought of and classified credit companies. For example, 
they were never sure whether cheque trading companies constituted 
moneylenders.

The second source of difficulty was people’s level of information about 
their loans and their recall of that information. Specifics such as dates, 
repayments and interest rates needed a lot of probing and cross-checking, 
highlighting the lack of information that people generally had on their 
loans. In fact, we did not manage to get full information on all loans. 
Even where account books were available for inspection, it still proved 
surprisingly difficult to unravel and make sense of the details of loans.
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This lack of respondent knowledge and the general complexity of loans 
from moneylenders are important findings.

Once the fieldwork was concluded, a ‘debriefing’ session was held to 
allow the interviewers to exchange and share their experiences and their 
understanding of money lending and indebtedness. All the interviews were 
analysed manually.

An advisory committee was set up to consider the implications of the 
findings and help develop appropriate policy recommendations. This ten- 
person committee included representatives of two government 
departments (Industry and Commerce and Social Welfare), the Director 
of Consumer Affairs, a credit union, a family resource centre, a home 
maker service, the Community Welfare Officers’ Association, Waterford 
Special Tasks Committee, the Society of St. Vincent de Paul and the 
Director of the Combat Poverty Agency. (Appendix One lists members 
and their organisations.) To date it has met on three occasions. Members 
also helped between meetings and commented on drafts of the report.

2.1.4 Impressions Gained from Fieldwork
Reports from the field workers left a number of lasting impressions. The 
sameness and barrenness of suburban housing estates, especially in 
Dublin, was very striking as was their lack of facilities and amenities. 
The very large numbers of children on the estates and in the respondents’ 
families were notable. The children’s presence was very visible and 
seriously limited their mother’s capacity to participate in the interview. 
The mothers had constantly to attend to their needs, often despite the 
presence of husbands and fathers. The division of responsibilities 
between spouses seemed very traditional: along with the usual home care 
and child-related responsibilities, women also bore the main burden of 
the debts. Women mainly took out the loans in the first place and it was 
they who bore the responsibility of finding the money to pay them back, 
and the associated worries and fears.

The strongest impression from the fieldwork was of poverty — of many 
families who were struggling to make ends meet under very difficult 
circumstances. Often, the interviews served a therapeutic function — the 
respondents said that they felt better for having talked about their 
situation and experiences. Some people’s lack of social support was very 
striking: there was almost nobody to confide their worries to and 
certainly nobody to share them with. In a number of cases, the 
respondents broke down during interview and a small minority appeared 
to be in quite a desperate situation, owing money to a wide range of 
creditors.
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2.1.5 The Extent of and Background to Money lending
The sample was highly selective, reflecting both the knowledge of the 
local contacts of borrowers from moneylenders and the willingness of 
those borrowers who were contacted to be interviewed. Consequently, it 
is impossible to know how typical the respondents are of borrowers from 
moneylenders generally. In addition, the interview data was not intended 
to provide reliable information on the extent of money lending. However, 
it was recognised that data on the extent of moneylending was important 
to the study. Consequently, an attempt was made to investigate its local 
extent.

It was quite problematic to obtain this information. Ideally, a large 
number of local studies would be needed to get a reliable estimate of the 
local extent of moneylending. However, this would have been too time 
consuming and costly. It was decided therefore to undertake a counting 
exercise in just one area. For this, applicants for Supplementary Welfare 
Allowance (SWA) provided the most suitable target population.
Therefore, all applicants for SWA during one week in May in a working 
class suburb in Dublin were asked about their use of moneylenders. The 
seven Community Welfare Officers covering the area asked all applicants 
(464) during the specified week whether they were currently in debt to 
moneylenders and if so the identity of the moneylender, and whether 
they were in debt to other sources and again if yes to whom. This 
provided information on 66 borrowers from moneylenders. In conveying 
the information to the Agency, confidentiality was preserved. These data 
are presented in Chapter Three.

Documentary research was used to obtain background information on 
three other relevant topics: credit and indebtedness in general, the money 
and moneylending business, and alternatives to moneylending. Among the 
sources from which information was sought were the Central Bank, Irish 
Banks’ Standing Committee, Irish Building Societies Association, Irish 
Finance Houses Association, Irish League of Credit Unions, ESB, An 
Post, Dublin Gas, local authorities, Gardai, Department of Justice, Office 
of Consumer Affairs and Fair Trade, Revenue Commissioners, 
Department of Industry and Commerce. In addition, two meetings were 
held with and a submission was received from the Consumer Credit 
Association — the association that represents 30 licensed moneylenders.
A summary of this submission is presented in Appendix Two.

A key aim of the study was to consider alternative sources of credit for 
low income families. Consequently, it was important to identify and 
document examples of good practice as well as developing innovative 
ideas. A number of local initiatives was examined, including credit 
unions, home management advice services and other services providing 
advice and information to people in debt. These are referred to in 
Chapter Eight.
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2.2 BACKGROUND DETAILS OF THE 
STUDY POPULATION

2.2.1 Respondents’ Sex and Age
While most interviews were carried out with an individual respondent, 
there were 19 interviews with couples. Of the remainder, 65 respondents 
were female and 15 were male.

Respondents’ ranged in age from 20 to 67 years. As Table 2.3 shows, 
the respondents’ were mainly relatively young: almost a third were aged 
30 years or less and only 3 were aged over 50 years. Over two-fifths 
were in their thirties and a fifth were in their forties. Overall, the female 
respondents were younger than the males.

2.2.2 Respondents’ Marital Status and Size of Family
Most respondents (72%) were married and living with their spouse. 
However, 27% of respondents were rearing children on their own: 22 
were separated (all women except 2), 3 were unmarried, 2 were widows.

Table 2.3 Age of Respondents

Age Range % n

<21 years 1 (1)
21-25 years 8 (8)
26 - 30 years 23 (23)
31-35 years 21 (21)
36 - 40 years 25 (24)
41-50 years 19 (19)

>50 years 3 (3)

n 99

All except 1 respondent had children and as Table 2.4 shows the 
respondents had quite large families: 56% had 4 or more children and 
only 24% had 1 or 2 children. Single parents had fewer children than 
married respondents.

What stage were respondents at in rearing their families? People’s 
families were at four stages: family formation (i.e., all children under 4 
years) — 16%; young child rearing (i.e., children mainly between the 
ages of 5 and 10 years) — 39%; teenage family (i.e., children mainly 
aged between 11 and 17 years) — 38%; mature family (i.e., offspring 
aged 18 years or over) — 7%. Thus, most respondents were rearing 
children between the ages of 5 and 17 years. Interestingly, those with 
children between these ages were more likely than other families to be 
dependent on social welfare. There was also a high number rearing
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Table 2.4 Size of Respondents’ Families
Marital Status

Married Lone Parents
All

Parents
No. of
Children % n % n % n

1-2 18 (13) 37 (10) 24 (23)
3 18 (13) 22 (6) 19 (19)
4 20 (14) 15 (4) 18 (18)
5 27 (19) 11 (3) 23 (22)
6 + 17 (12) 15 (4) 16 (16)

n 71 27 98

children alone. The relationship between stage of family cycle and 
income will be explored in Chapter Seven.

2.2.3 Sources of Income
There was very little variation in the respondents’ sources of income: all 
but 15 were dependent either full- or part-time on social welfare. Most 
were living long-term on social welfare benefits. Those who were not 
dependent on social welfare were either in employment (10), receiving a 
private pension (3) or were being maintained by their husbands (2). The 
following table presents information on sources of income.

Table 2.5 Respondents’ Sources of Income*

Source % n

Unemployment Assistance
Deserted Wives/Unmarried Mothers

42 (41)

Allowance 14 (14)
Employment 10 (10)
Separate UA payments 10 (10)
Disability Benefit 7 (7)
Old Age/Widows/Invalidity Pension 5 (5)
Unemployment Benefit 4 (4)
Private Insurance Scheme 3 (3)
Social Welfare and Part-time Employment 3 (3)
Private maintenance payments 2 (2)

n 99
*Based on the main source of income in respondents’ 
households.

There was a very high dependence on Unemployment Assistance: 42%. 
The next most common main sources of income were ’women’s’ social
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welfare schemes, such as deserted wives’ and unmarried mothers’ 
allowance, and UA separate payments (i.e., where the wife receives the 
dependent spouse part of her husband’s unemployment payment in her 
own right plus that for the children). In all, about half of the female 
respondents did not have an independent source of income. Income 
patterns will be explored further in Chapter Seven.
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Chapter Three

THE CREDIT 
AND DEBT 
SCENARIO

r
his chapter traces the broader context within which the study is 
set. It looks first at the money industry, outlining current trends 
and developments and tracing their likely implications for low 
income groups. The next section focuses on credit, first 
examining the credit options that are available and then the extent and 
distribution of credit. The following section focuses on over-indebtedness 
and arrears, paying particular attention to service arrears and debts — 
so important a part of the debts of low income families. The chapter then 

profiles the moneylending industry, outlining its legislative context and 
what is known about moneylendihg companies generally. To conclude, 
some information on the use of moneylenders in one area is presented.

3.1 THE MONEY INDUSTRY
3.1.1 Current Trends and Recent Developments
A key feature of economic development in societies is the increasing 
importance of financial transactions. Financial services of all kinds are 
now a huge growth industry. More and more we come into contact with 
financial firms as our income and spending are channelled increasingly 
through banks and other financial institutions. The financial sector is very 
large and diversified. As well as ‘high street’ banks with which most of 
us are familiar, it includes building societies, credit unions, the post 
office, stockbrokers, merchant banks, hire purchase firms, credit card 
companies, etc. An idea of the size of the industry can be got from the 
fact that the Central Bank lists 88 different financial institutions in its
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statistical appendix — these are only the institutions and do not include 
the branches. The Associated Banks alone (Allied Irish Banks, Bank of 
Ireland, National Irish Bank and Ulster Bank) have between them 675 
branches at the present time.

Consumer spending is now a key indicator of economic performance. 
Internationally the trend has been towards an absolute growth in 
consumer spending. Ireland has also experienced this trend. People here 
are now buying more goods and services: personal expenditure on 
consumer goods and services in Ireland rose from £6 billion in 1980 to 
over £10 billion in 1986. Other indicators of the growing size of the 
money industry are available also. For example, the currency in 
circulation continues to increase: at the end of December 1987 there was 
£1.1 billion in circulation compared with £0.8 billion in circulation at the 
same period 5 years earlier. Or again, the average value of transactions 
handled by licensed banks in a day increased from £537m. in January 
1983 to £731m. in January of 1988.

As well as an increase in volume, finance-related business is undergoing 
major changes internationally. This change has been characterised in the 
following terms: ‘The 1980s can be categorised as a decade of financial 
innovation and greater competition in virtually all areas of financial 
services, from share trading to foreign currency dealing.’(1) In Ireland 
the financial services sector has begun to be transformed as well. This 
industry is changing in two ways: in the range of services being offered 
and in the number and type of institutions providing services. In terms of 
the range of services, banks and other lending institutions are striving to 
become financial conglomerates offering services such as estate agency, 
travel, insurance broking and stock broking. Their aim is to become one- 
stop shops for financial services. Consequently, the nature of banking is 
changing, moving away from single personal loan-servicing to multiple 
financial transactions for a wider customer base. Who is offering which 
services is also changing as competition within the industry intensifies. 
For example, recent years have seen a concerted attempt on the part of 
banks to move into the mortgage market — a market that was formerly 
strongly dominated by building societies.

A key factor underlying and facilitating this process of change is the 
increased use of technology for financial transfers. Despite a growth in 
the volume of business, financial institutions have experienced escalating 
costs in a number of areas: the branch system, labour inputs and 
cheques. Consequently, like most industries financial institutions 
internationally have begun to implement cost-cutting measures. Machine 
or automated banking (known in the business as electronic funds transfer 
— EFT) has been encouraged by the need for a less expensive alternative 
to the cheque that can either eliminate it altogether or else substantially 
reduce handling costs. The financial industry has learned that machines 
can work longer, faster and less expensively than people.
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In Ireland, the banking industry has not been radically transformed up to 
now, but the increased use of technology appears to be a key part of 
future plans. Automated Teller Machines (ATMs) have been a major 
development within the industry: the Associated Banks now have between 
them 250 ATMs and their use is increasing rapidly. While the number of 
branches has not significantly changed in the last number of years 
(although there have been some closures of branches in low income 
areas), new staff recruitment has fallen — in the mid-’70s staff numbers 
in the Associated Banks increased annually by about 4% compared to the 
current average level of increase of 2%. Apart from this, it is very 
difficult to get information on the banks’ existing and planned use of 
technology; perhaps this is because of the sensitivity of this type of 
information for industrial relations in the banking industry.

For most of us conventional credit is a taken-for-granted necessity. 
Without thinking we use a wide range of banking and related services 
such as credit cards, cheques, ATMs, credit transfers, etc. But we must 
ask how are the developments that are taking place likely to affect people 
on low incomes?

3.1.2 Implications for Low Income People
The accessibility of the conventional financial institutions to people on 
low incomes at the present time can be seriously questioned, regardless 
of likely future changes. Social class factors are discernible in most 
credit and financial service provision. Income seems to determine one’s 
credit options. It has been estimated, for instance, that only about 30% 
of the unemployed have bank accounts, whereas the figure for the 
population as a whole is 70%. The poor are regarded as a high risk and 
their transactions are unlikely to generate sufficient revenue to make their 
accounts profitable. Looking "to the future, it has been predicted that one 
effect of technological change in banking will be to ‘polarise even further 
(at least in the near future) the differences in the type and quality of 
financial services available to the rich and the poor.’(2) Yet, the pressure 
on those who are not presently in the banking system to become part of 
it is likely to increase. Trends such as the increased payment of wages 
by direct deposit and the Department of Social Welfare’s interest in 
paying unemployment payments by cheque (which are at present paid in 
cash at the local Employment Exchange) are likely to draw more low 
income people into the mainline banking network.

Research carried out elsewhere suggests that people on low incomes will 
not benefit greatly from the changes that are taking place. Canadian 
studies have found that low income consumers are less likely than middle 
class consumers to use EFT services and that they experience greater 
difficulty in understanding and adapting to the technology because of 
their generally lower levels of education.(3) These and other reservations 
have also been identified by British research.(4)
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Overall, it would seem that low income groups may have greater 
difficulty adjusting to technological changes in the'credit industry than 
other sectors of the population.

3.2 CONSUMER CREDIT
3.2.1 Sources and Options for Consumer Credit
There are many different types and sources of consumer credit available, 
their number increasing rapidly. It is helpful to divide them into formal 
and informal sources. Formal sources of credit are perhaps the best 
known: banks and other conventional lending institutions (such as credit 
unions, friendly societies, etc.,) and hire and shop purchase credit. 
Informal sources of credit are less well known. Primary among these are 
collected credit by moneylenders and savings clubs. The key 
characteristics of informal credit are that repayments are collected and 
loans are unsecured. The main source of this type of credit is the 
moneylender. Typically, credit from moneylenders involves cash loans 
without security and for a fixed period at a set rate of interest. It differs 
from other forms of credit in the rate of interest charged and the fact that 
most of it is collected door-to-door. Another type of informal credit is 
the local credit clubs — group savings schemes, usually for a particular 
item, e.g., coal, curtains. Cheque trading and tallymen are similar to 
moneylending except that in the former the borrower receives a cheque 
for the amount borrowed which can be exchanged at certain shops, while 
in the latter goods are received. The amount borrowed is paid back for a 
fixed period at a fixed rate of interest in both cases. Pawnbrokers are 
another source of informal credit — where one receives a cash payment 
on goods left on deposit for a fixed period and which one has the option 
to redeem within that period — but they are quite rare in Ireland 
nowadays. There is no information available on these. There is no 
monitoring of, and consequently no available statistics on, the extent of 
informal credit. This is regrettable. Some statistics are available on 
formal sources of consumer credit, however.

3.2.2 The Extent of Formal Consumer Credit
Consumer credit is a large part of all the credit that is extended to 
persons in Ireland. It is estimated (from published information) that the 
value of total lending1 to persons (including mortgages) in 1986 was 
close to £5 billion. The growth in this form of credit can be gauged from 
the fact that the amount lent to persons in 1982 was about £3 billion. 
When adjusted for inflation the real growth in loans to persons over the 
period was 27%.

1 Not including lending by Trustee Savings Banks and local authorities.
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Consumer credit comprised over 30% of all loans to persons in 1986.
The remainder was made up of housing-related borrowing. Consumer 
credit remained static between 1982 and 1986 when adjusted for in
flation. Who mainly lends to consumers? The licensed banks dominate 
the consumer credit market with a share of almost 70%. The credit 
unions are the next largest lenders of consumer credit with 17% of the 
market, while hire purchase, trading firms and state-sponsored bodies 
(such as the Agricultural Credit Corporation) have the remaining 14% 
share. Loans for housing purposes are the major source of lending to 
persons, approaching 75% of this type of lending in 1986. Housing- 
related lending is growing much faster than consumer credit, having 
increased by nearly 79% between 1982 and 1986.

Total personal borrowing or indebtedness is therefore on the increase: 
between 1982 and 1986 alone it grew by just over 60%. During the same 
period, the personal indebtedness/personal disposable income2 ratio 
increased from 30% to 36%. Such a level of indebtedness means that a 
significant proportion of income is absorbed by debt repayments.

Consumer debt is not shared uniformly across the population. Although 
there is no available information for Ireland, research carried out in 
Great Britain found that consumer debt was concentrated among younger 
(i.e., household head less than 44 years of age) and poorer house
holds. (5) Those who are least able to manage them have been found to 
have the greatest debts.(6) In addition, considerable evidence now exists 
to show that debt problems become especially severe either when income 
falls or expenditure rises unexpectedly.(7) Consequently, we could expect 
events such as unemployment or illness to be closely associated with in
debtedness.

3.3 OVERINDEBTEDNESS
3.3.1 Overindebtedness
It is quite difficult to differentiate indebtedness from overindebtedness, 
i.e., arrears, and it is impossible to get national statistics on both. Some 
partial indicators, gathered from a diversity of sources, are available.

We know, for instance, that the two main Associated Banks — Allied 
Irish Banks and the Bank of Ireland — reported bad debts to the value of 
£40m. and £29m. respectively in the financial year 1987/’88. In each 
case, the proportion of bad debts to total credit outstanding was 0.6% 
and 0.5% respectively. Given that 32% of outstanding credit from the 
Associated Banks relates to the personal sector, a minimum personal 
sector bad debt for Allied Irish Banks and Bank of Ireland of £22m. can

2 National accounts definition.
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be assumed. Some other evidence on bad debts is also available. In 1980 
the number of court judgements registered for outstanding debt was 
2,034; for 1987 the figure was 5,937. As legal recourse for the recovery 
of bad debts is a lengthy process, it has been estimated that these figures 
are only the tip of the iceberg.(8) House repossessions and reported 
financial difficulties on mortgages also give some indication of 
overindebtedness. Again, figures are difficult to obtain but in 1986 1,039 
civil bills for repossession were sought by building societies before the 
Dublin courts (155 repossession orders were subsequently granted). In 
1979, the building societies initiated civil proceedings in 546 cases. 
Building societies claim that house repossessions number less than 2 per 
1,000 mortgages. Other sources claim that 1 in 6 mortgage holders 
experience repayment difficulties. (9)

3.3.2 Rent and Tenant Purchase Arrears
Information on the main service arrears is of particular relevance to the 
present study because low income consumers have a greater propensity 
towards this type of arrears than other sectors of the population. This 
information again is not readily available but data was obtained on rent 
arrears in the first week of July, 1988 for the five local authority areas 
in which the study was carried out — Dublin Corporation, Dublin 
County Council, Cork County Borough Council, Waterford County 
Borough Council and Limerick County Council.3 Overall, the data, 
which mostly refer to immediate arrears and those after four weeks, 
show up some interesting findings (Table 3.1).

The incidence of rent arrears varied across the five areas, seeming to be 
related to size of catchment area and how urban or built up the area is. 
Dublin Corporation has the highest incidence, with just about half of all 
tenants in arrears. Cork County Borough has the next highest incidence 
at 34% of tenants; Limerick County Council is next with 30% of its 
tenants in arrears. Dublin County Council has 14% and Waterford 
County Borough has the lowest incidence at 6%. However, these two 
latter figures are not strictly comparable with the other data since Dublin 
County Council data refer to the number of tenants owing £50 or more 
while the data for Waterford calculates arrears on the basis of four weeks 
overdue. The data for the other three areas is based on tenants who owe 
one week’s rent or more. These data do not show the severity of arrears 
and should not be taken as measuring serious arrears (which other 
research has defined as arrears of £50 or more).

3 Care needs to be taken when interpreting this information since in some cases the service 
providers used different bases for their calculations of arrears. These are marked on the table as 
appropriate.
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Table 3.1 Extent and Details of Rent Arrears in the Local Authorities in the 
5 Study Locations (July 1988).

Dublin
Corporation + +

Dublin
Co. Council *

w Cork County Borough 
Council + +

Limerick County 
Council + +

Waterford County 
Borough Council **

Total of 5

+ definition of tenant — tenant rental or purchase
+ + definition of arrears — those owing 1 or more weeks rent
* definition of arrears — those owing £50 or more
** definition of arrears — those owing 4 weeks rent

% (n) of 
Tenants in 
Arrears +

Total No. 
of Tenants

% and
Amount
Owed

Average
Household
Arrears

% (n) of 
Hardship
Cases of
All in
Arrears

Court 
Orders 
in 1987

Evictions
1987

50% (30,000) 59,500 14% (£3.67m) £122 Not Available 350 20

14% (1,609) 11,599 7% (£375,874) £234 9% (150) 204 5

34% (3,650) 10,800 10% (£442,000) £121 Not Available 120 10

30% (600) 2,000 5% (£36,000) £60 3% (20) 100 —

6% (200) 3,597 3% (£36,000) £180 41% (83) 10 —

41% (36,059) 87,496 £4,559,874 £155 — 784 35



In each area, the incidence of arrears varies according to the type of 
tenant — fewer house purchase tenants are in arrears than ordinary 
tenants in each case. It is interesting to compare these data with those 
found for Britain. The national average for local authority rent arrears in 
Britain in 1983 was 25% of tenants.(10) Information available for rent 
arrears in Northern Ireland in 1982 showed that 59% of Housing 
Executive tenants were in arrears with their rent.(ll) This level of 
arrears was as high and in some cases higher than the incidence in inner 
city London boroughs at the time. More recent research on a sample of 
unemployed people in Derry in 1984 found that 35% were in arrears 
with their rent.(12) Larger than average households containing children 
under 16 along with single parent households were most susceptible to 
arrears.(13)

Moving back to Table 3.1, the proportion of revenue outstanding in 
arrears also varied across the five local authority areas. It was highest in 
the Dublin Corporation area at 14% and lowest in Waterford County 
Borough where 3% of total rent revenue was owed. The average size of 
arrears per tenant also varied (and depended of course on the definition 
of arrears used). For those three areas where the arrears data was based 
on one week’s rent owed or more, the average arrears per person was 
£122 (Dublin Corporation), £121 (Cork County Borough) and £60 
(Limerick County Council).

What do local authorities do to recover arrears? This varies a good deal. 
Court orders for eviction were quite widely used but again the extent of 
their use varied across the different local authority areas. The five local 
authorities between them had sought and obtained 784 court orders for 
eviction in 1987. Limerick County Council had the highest proportional 
use of court orders — its 1987 rate was equivalent to about 15% of its 
current volume of arrears. Dublin County Council had the next highest 
use of court orders with 14%, followed by Dublin Corporation (11%), 
Waterford County Borough (5%) and Cork County Borough (3%). Far 
fewer tenants than this were actually evicted for arrears in 1987 
however. In the five areas for which we sought information, there were 
35 evictions in 1987. Twenty-five of these were in Dublin (20 in the 
Corporation area, 5 in the County area) and 10 were in the Cork County 
Borough area.

The hardship clause in the Differential Rents Scheme, which allows the 
local authority to adjust the rent at its own discretion for cases of 
hardship, was also used. The criteria for defining hardship varied in the 
five areas (and indeed are likely to in all local authority areas) but illness 
appears to be accepted by all as one criterion of hardship. The number 
of cases treated as hardship cases varied a good deal: in the Dublin 
County Council area 2% of all tenants and 9% of all those in arrears 
were treated as hardship cases; in the Waterford County Borough area 
again 2% of all tenants but 40% of all those in arrears were treated as
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hardship cases; in the Limerick County Council area 1% of all tenants 
and 3% of those in arrears were hardship cases.

3.3.3 Arrears on Other Services
Table 3.2 presents the information that could be obtained on electricity, 
gas and television licence arrears.4

Ten per cent of the ESB’s 1.2m. consumers were in arrears in December 
1987. This meant that 120,000 households in the country owed bills or 
part bills for 6 weeks or over. These figures are quite high when 
compared with Britain where 7.8% of all domestic consumers were 
reported to have experienced difficulty in 1986/’87.(14) However, the 
actual proportion of total revenue that was owed was very small: 5% 
(i.e., £3m. out of total bi-monthly revenue of £62m.). This suggests that 
the majority of consumers in arrears actually owed quite small amounts 
or that they had paid part of the arrears owed: the average arrears was 
only £25. According to the ESB, there are certain blackspots where the 
average arrears would be at least £100 per consumer. These were 
reported to be areas of high unemployment.

The ESB had a number of ways of dealing with customers in arrears or 
those vulnerable to arrears. One hundred thousand consumers used the 
Easypay method which allows them to pay a fixed sum on a weekly or 
other basis more regularly than bi-monthly. A total of 17,000 consumers 
(14% of those in arrears) are treated by the ESB as hardship cases, i.e., 
arrangments have been made with the company to repay arrears interest 
free over a set period of time. These consumers are on low incomes and 
their arrears are in excess of £50. Five hundred and sixty consumers had 
circuit breakers installed in their homes to keep their consumption at a 
level at which they could meet the costs. According to the ESB most 
disconnections were short-term and temporary — there were reportedly 
only 80 consumers in the country who had had their electricity supply 
permanently disconnected.5 Prior to the introduction of circuit breakers 
this number was 300. Short-term disconnections were more frequent, 
however. It was estimated that between 5 and 8 homes in the Dublin 
area had their electricity supply disconnected each day. Most of these 
would soon have had their supply reconnected, having paid or reached 
agreement on their arrears and perhaps a small reconnection charge 
(which is discretionary). In 1987 the ESB issued 200 civil bills against

4 We also tried to get information on arrears for piped television but without success.

5 Under the conditions of supply, the ESB allows for disconnection in cases of danger and non
payment. The ESB operates its own internal procedures governing disconnection, but these are 
not made public. Since the ESB operates on the basis of six independent regions, disconnection 
practices may vary.
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Table 3.2 Extent and Details of Arrears* for ESB, Dublin Gas and An Post 
(TV Licences), December 1987.

ESB

Q\ Dublin Gas

An Post + 
(TV Licences)

* Definition of arrears — bills or part bills at least 6 weeks overdue. 
+ Figures refer to June 1988.
** Estimate.
+ + 1987 Figures.

% (n) of 
Consumers 
in Arrears

Total Number 
of Consumers

% (Amount) 
in Arrears

Average
Household
Arrears

% (n) of 
Consumers 
on Special 
Payment 
Schemes

Court Orders/ 
Prosecutions

Disconections 
in 1987

10%
(120,000)

1,200,000 5% (£3m) £25 8%
(100,000)

200 80
(long term)

Not
Available

112,000 23% (£0.8m) Not
Available

10% (11,000) Not
Available

1,902

16%
(131,300)* **

975,951** 16% (£7.7m) £44/£62 19%
(153,000)+ +

19,800 Not
Applicable



large debtor consumers. While there is no information available on the 
characteristics of those who have been disconnected, the evidence from 
other countries shows that nearly three-quarters of disconnections are in 
families with children.(15)

The extent of gas arrears appears to be greater. Figures made available 
by Dublin Gas showed it had arrears of £766,670 or 23% of total bi
monthly revenue. In addition, 11,000 consumers were on easy pay 
schemes and 3,000 used pre-pay meters. In 1987 approximately 1,900 
consumers had had their gas supply disconnected and only about 10% of 
those had their supply reconnected. Their average arrears was £210. 
Permanent gas disconnection was far more common therefore than 
electricity disconnection, although Dublin Gas reports a 50% drop in 
disconnections for the first half of 1988 due to a relaxation in their 
policy of disconnection in cases of arrears.

An Post estimated that the number of unlicensed consumers amounted to 
about 13% of the total number of current television set holders in the 
country in June, 1988. This meant that there were 131,300 licence 
evaders. The amount outstanding was between £44 and £62 (i.e., the 
costs of a monochrome and colour television licence). In 1987, 115,000 
unlicensed television owners were detected, although only 18% or 19,800 
were prosecuted. The average fine was £32.6 While An Post has no 
hardship category, it did receive in 1987 between 200 and 300 petitions 
for mitigation, i.e., representations from politicians, community groups, 
etc., on behalf of a person who has been convicted of not having a 
television licence.

Taken together, these figures show that there is a high level of service 
arrears in the country as a whole.

Service providers report that they have sought in recent years to reduce 
the burden on low income consumers. Two principal methods have been 
employed: reduction in the cost of the service and facilitation of payment 
of bills. Costs have been reduced through tariff tilting (e.g., the 
Differential Rents Scheme operated by the local authorities) and control 
of use (e.g., circuit breakers used by the ESB). Attempts to help with the 
payment of bills include an expansion of easy payment schemes (whereby 
consumers can pay a weekly amount towards their bi-monthly bills). The 
use of meters is less favoured in this regard because of vandalism and 
costs of installation. For those in arrears, some service providers offer 
interest free agreements if arrears are repaid over a fixed period of time.

6 As of January 1989, the maximum fine for non-possession of a TV licence will be increased 
from £50 to £500 for the first offence and from £100 to £1.000 for subsequent offences.
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However, such reported reforms and improvements depend largely on the 
approach taken by the individual organisations and there is no evidence 
that they are part of a comprehensive and co-ordinated policy of helping 
low income consumers to avoid falling into arrears.

3.4 THE MONEYLENDING BUSINESS
3.4.1 Legislative Context and Licencing Procedure
Moneylending is subject to two Acts: Moneylenders Acts 1900 to 1933. 
Under the terms of the 1933 Act, every moneylender, whether carrying 
on business alone or in a company, must take out annually a 
moneylender’s licence which licenses them to trade. A licence is granted 
by the Revenue Commissioners to a moneylender upon production of a 
certificate of authorisation received from the District Court(s) in the 
area(s) in which the money lending business is to be conducted.7 The 
1933 Act empowers the Superintendent of the Gardai or any resident in 
the District Court area in which an application for a certificate is made 
to oppose the granting of a certificate. If a certificate is refused, the 
decision may be appealed in the Circuit Court.8 Annex One elaborates on 
the details that are specified in the legislation.

Licences are granted by the Revenue Commissioners upon presentation of 
a certificate of authorisation and payment of the appropriate excise duty 
(£100 currently). A licence is valid for a period of one year, beginning 
August 1st and one licence is required for each address from which 
business is carried on. The licence must indicate the true name or 
company name of the moneylender. The penalty for not having a licence 
is a £100 fine for the first offence.

In 1987/’88 a total of 127 licences was granted, distributed as follows 
across the five Customs and Excise regions: East 86, Cork 23, South 
East 5, Mid-West 9, West and North 4. The number of licences issued 
increased up to this year when it fell somewhat. Between 1980 and 1983 
the number issued was either 114 or 116, while 128 licences were issued 
in 1984 and 1985 and 142 in 1986.

7 The grounds on which a certificate of authorisation can be refused are as follows: a non EC 
applicant; satisfactory evidence not being produced as to the ‘good character’ and ‘financial 
stability’ of the applicant; satisfactory evidence being produced that the applicant is not a fit and 
proper person; the applicant being disqualified by order of the court or not complying with the 
provisions made by the Minister for Justice; applicants already holding a bookmaker’s or 
publican’s licence.

8 The 1933 Act allows for the suspension of a certificate if the holder is convicted of any offence 
under the Act or under Section 2 or 4 of the Betting and Loans (Infants) Act, 1892 or Section 4 
of the Moneylender’s Act, 1900.
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It is not only moneylenders who have moneylenders’ licences; similarly 
many licence holders are not operating as moneylenders. The Consumer 
Credit Association estimates that around 30% of licence holders are in 
fact garages, insurance brokers and others who do not lend money but 
are required to obtain licences since their business involves the granting 
of credit in some way. The regulatory mechanism governing goods sold 
on a door-to-door basis is the hawkers’ licence.9

3.4.2 Regulation and Monitoring
The Moneylenders Acts are enforced by two statutory institutions: the 
Revenue Commissioners and the Gardai.10 The Revenue Commissioners, 
as the licencing authority for moneylenders, have responsibility for 
ensuring that all moneylenders are licensed. However, the 
Commissioners have no power to monitor the activities of licensed 
moneylenders to ensure that they are lawful. It is the Gardai who are 
charged with upholding the law with regard to the activities of 
moneylenders. Since 1980, there has been only one prosecution for 
unlicensed moneylending.

The activities of moneylenders are not specifically regulated by the two 
other state agencies that have functions with regard to consumer credit: 
the Central Bank and the Office of Consumer Affairs and Fair Trade. 
The Central Bank, among other functions, monitors credit and interest 
rate developments and supervises the licensed banks. The Office of 
Consumer Affairs and Fair Trade has responsibility for consumer 
information and restrictive practices. It monitors false or misleading 
advertising, unfair trading, consumer information and rights.

3.4.3 The Nature of Moneylending Credit
Moneylending is quite a unique form of credit. Prior to the main study, 
three things were known to set moneylending apart from conventional 
credit: it is collected credit, usually on a weekly basis and from the 
borrower’s home; the loans are usually quite small and unsecured; there 
are high costs attaching to it.

9 Hawkers are required to purchase an annual licence from the Revenue Commissioners at a cost 
of £20. People selling fresh food or fuel are exempted from this licence. Applicants for a 
Hawkers’ Licence require a certificate of good character signed by a clergyman and two 
householders or a District Justice or a Superintendent of the Gardai.

10 The Department of Justice is the government department charged with operating the 
Moneylenders Acts. The other relevant department is the Department of Finance which has 
authority over the activities of the Revenue Commissioners. However, the Department of Finance 
has no monitoring role over moneylending as a credit institution. Similarly, the Department of 
Industry and Commerce, which oversees consumer protection, has no legislative responsibility 
with regard to moneylending.
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The first factor that distinguishes moneylending credit is that it is typi
cally collected on a weekly basis from borrowers, usually in their own 
homes. This collected dimension may serve the target population well but 
it adds to the costs of the credit. A second key aspect of moneylending 
credit is its unsecured nature. Moneylenders, unlike most other lenders, 
demand no security. The third factor that distinguishes moneylending is 
the costs that are associated with it given the short duration of the loans. 
Credit from moneylenders is more costly mainly because collection 
charges are levied to cover the (high) cost of door-to-door collection, 
routine transport costs and payment of commission to the collector (5 — 
7% according to the Consumer Credit Association). The standard charge 
is reported to be 10% of the value of the loan. The Consumer Credit 
Association justifies such charges in terms of the high risk nature of their 
credit market, the build-up of arrears (estimated by the Consumer Credit 
Association to be 1 repayment in 10) and the heavy costs of collection. 
The Association gave the following breakdown of costs for licensed 
operators: labour 39%; tax 28%; overheads 19%; borrowings 5%; net 
profits 9%. They gave no evidence to substantiate these figures, although 
they did offer an independent audit of one of their companies.

3.4.4. Moneylenders Organising Themselves
In 1986 a number of licensed moneylenders founded an organisation 
— the Consumer Credit Association — which now represents some 30 
licensed moneylenders. It is affiliated to the larger and much longer- 
established British Consumer Credit Association. The Association’s stated 
aims are to raise standards of practice (primarily through a code of 
practice), to service its members, and to promote the image of licensed 
moneylenders. The Association seeks especially to distance licensed 
moneylending from the activities of unlicensed operators. To this end, 
the Association states that it requires all members to adhere to the code 
of practice, to be registered for tax purposes and to be licensed.

The Association’s code of practice sets out the legal requirements and 
provides guidelines for the granting and collection of credit. The 
guidelines relate to telephone sales, complaints procedures, canvassing, 
harassment, maintenance of information on customers, a disciplinary code 
and credit scoring. Members are also required to use a standard contract 
for all loans, a copy of which is to be given to each borrower together 
with a payments record book showing the opening balance (principal and 
interest). The Association made a submission to the Agency in relation to 
the present study, a summary of which is presented in Appendix Two.

3.5 THE LOCAL EXTENT OF MONEYLENDING 
3.5.1. The Local Extent and Use of Moneylenders
Some information on this was obtained through a survey carried out by
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seven Community Welfare Officers of all applicants for Supplementary 
Welfare Allowance in a North Dublin suburb during one week in May. 
Information was obtained from 464 applicants in all. Of these, 66 (14%) 
had loans current from moneylenders. All except 7 reported just one 
loan. In all there were 19 different named moneylenders involved and a 
further 19 were unidentified at the respondent’s request. Most of the 
named moneylenders were companies that were used by just 1 or 2 
respondents. However, there were 3 companies that were quite widely 
used — these were national companies. There were also some very 
localised moneylenders whose operation was confined to their immediate 
local area. Of the 19 named moneylenders, only 5 were licensed.

People’s borrowing was not confined to moneylenders, however. As well 
as the 66 who were indebted to moneylenders, a further 110 applicants 
had loans from other sources. This means that 38% of all those surveyed 
were borrowing at the time. Most of this other borrowing was from 
sources that could be called personal — mainly family and friends. Only 
1 was borrowing from a bank, 5 had loans from a credit union and 2 
had credit from a shop. In all, 63% of those who had loans from other 
sources were borrowing from their family and a further 21% were 
borrowing from friends. All but 15 of those who were indebted to 
moneylenders at the time were also borrowing from other sources. 
Perhaps the most interesting finding from these data is the importance of 
financial support from one’s family and friends.
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ANNEX ONE
The Moneylenders Acts 1900 to 1933 stipulate conditions for the 
conducting of moneylending. The following are the main points set out in 
the legislation:

Definition of Moneylender: Anyone whose business is that of 
money lending. Those exempted are pawnbrokers, friendly societies or 
building societies, insurance companies/individuals whose primary object 
is not the lending of money, any body corporate empowered by a special 
Act of Parliament to lend money or exempted from the Moneylenders 
Act by the Minister for Industry and Commerce.
Documentation: All documents must show the authorised name of the 
moneylender; no document can be sent to an infant; documentation 
cannot imply that the moneylender is a banker.
Advertising/Canvassing: A moneylender is prohibited from advertising 
his/her address or telephone number or inviting people to borrow money. 
They are also prohibited from employing a canvasser to invite people to 
borrow. Any transaction brought about intentionally by these methods 
shall be illegal.
Contracts: A written contract must be signed by the borrower — or in 
the case of a married woman living with her husband by both — before a 
loan agreement is enforceable. A copy of such a written contract is also 
required to be delivered 7 days after signing to the borrower. The 
written contract must show the terms of the loan (date of loan, amount of 
principal, interest to be charged as a rate per cent per annum).
Information on State of Loan: Moneylenders must provide, in response to 
a written request from the borrower, and on payment of one shilling, a 
signed statement indicating the date and amount of the loan, interest 
charged per cent per annum, the amount and date of repayments made on 
the loan, the amount and date of and interest on any payments due, and 
the amount and date of any payments outstanding and due.
Contacts between Moneylenders and Borrowers: Moneylenders are 
prohibited from visiting a borrower or intending borrower at her/his 
place of work and from sending any written communication to a 
borrower or intending borrower unless in a sealed envelope and marked 
private.
Charges Imposed by Moneylenders: Charges for expenses relating to the 
negotiation or granting of a loan are illegal. Compound interest is also 
illegal. The legislation does not specify a maximum interest rate.
Legally Enforceable Transactions and Interest Rates: The legislation 
enables the courts to set aside a transaction where an excessive interest 
rate is charged. An excessive interest rate can be defined at the court’s 
discretion, though a rate over 39% per annum is automatically assumed 
to be excessive and the transaction to be harsh and unconscionable.
Days of Business: Moneylenders are prohibited from carrying on their 
business on Sundays and on Christmas Day, Good Friday and St.
Patrick’s Day.
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Chapter Four

LOANS 
AND DEBT 
PATTERNS

r
his chapter begins the presentation of the study’s findings by
identifying the extent of the respondents ’ indebtedness. First of 
all, indebtedness to moneylenders is examined, looking at the 
number and size of current and past loans. The later parts of 

the chapter examine indebtedness to other sources such as credit unions 
and banks, hire purchase and mail order credit.

4.1 NUMBER OF LOANS WITH MONEYLENDERS
4.1.1 Current Loans
At the time of interview, 85% of respondents had at least 1 current loan 
with a moneylender (Table 4.1). People commonly had a number of 
loans with moneylenders at the same time: over half of those studied had 
at least 2 current loans from moneylender(s) and only a third had just 1 
current loan. There was a heavily borrowing sub-group: over a fifth of 
the sample had 4 or more loans at the time of study. In all, the 99 
respondents had 216 current loans between them at the time, making for 
an average of just over 2 current loans per person.

Those 15 respondents who did not have a loan current from a 
moneylender(s) at the time of study were mainly people who had had 
some form of intervention from local helping agencies or community 
organisations (e.g., Society of St. Vincent de Paul, credit unions). Eight 
had no loans at all having recently finished their last loan with a 
moneylender but 7 had loans from other sources.
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Table 4.1 Number of Current Loans from Moneylenders

Number of Loans 0 1 2 3 4 5 6 7+

% 15 34 18 12 7 8 4 2
n (15) (33) (18) (12) (7) (8) (4) (2)

What kinds of people were currently borrowing heavily? The one factor 
that set them apart was that they were members of relatively large 
families. There was a clear positive relationship between size of family 
and number of current loans: those with most loans had larger than 
average numbers of children. Borrowing patterns therefore appear to be 
closely related to family size.

4.1.2 Extent of Borrowing from Moneylenders Over the 
Last Two Years

Respondents’ borrowing patterns over the previous 2 years were 
examined in order to get an idea of the cycle of borrowing over time. 
Before these data are presented, a number of points should be made 
about the level of the respondents’ information on their borrowing 
patterns.

Asking people about their longer-term borrowing revealed that many 
were confused about the number and types of loans that they had had 
from moneylenders over the last 2 years. In many cases this confusion 
was caused by the complexity of borrowing patterns: some respondents 
had extremely complicated networks of loans, involving many inter
related loans, different moneylenders, loans taken out in the names of 
others, and for amounts that made sense only in relation to the size of, 
and their capacity to repay, other loans. Loans flowing into one another 
and additions given on existing loans also led to confusion. Generally, 
the interviewers had to spend a good deal of time differentiating loans 
and piecing together the details, often with the consequence that, for the 
first time, respondents had a clear picture of the extent of their 
indebtedness. Apart from the complexity of loan patterns, the situation 
was componded by the rather poor level of respondent information about 
each loan.

Very quickly it became clear that income patterns among the respondent 
families were complex and intricate. Spending patterns appeared to be 
equally complex and difficult to unravel, involving many movements of 
small amounts of money around to meet daily, weekly and other costs. 
Also, loans from and repayments to moneylenders frequently involved 
quite complicated calculations and repayment arrangements. Contrary to 
how low income people are sometimes portrayed, the vast majority of
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respondents in this study made clear decisions about their spending and if 
they did avoid paying some bills it was only to pay others that were even 
more urgent.

Information on the number of loans held over the last 2 years confirms 2 
things: first, that most respondents were habitual borrowers and regularly 
borrowed from moneylenders; secondly, that borrowing from money
lenders was extensive among the study population. As can be seen from 
Table 4.2, most people had had between 2 and 5 loans over the previous 
2 years. A minimum of 2 loans a year appeared to be the norm. There 
was again a heavily borrowing group: almost 40% of the entire sample 
had had a minimum of 6 loans from moneylenders over the previous 2 
years. In all, these 99 people had had over 450 known loans from 
moneylenders over the past 2 years. Obviously, then, recourse to 
moneylenders for credit was a regular occurrence among the majority of 
respondents. The relationship between multiple borrowing and larger 
families persists here. There were no significant geographical or other 
demographic variations.

Table 4.2 Number of Loans from Moneylenders in 
Last Two Years

No. of Loans 0 / 2-3 4-5 6-7 8-10 11 + No
Info.

% 3 8 22 29 12 18 4 4
n (3) (8) (22) (28) (12) (18) (4) (4)

People who had a number of loans did not necessarily use different 
moneylenders. In fact, 46% had a number of concurrent loans from just 
1 moneylender; a third had used 2 moneylenders, 9% had used 3 
different moneylenders and 13% had used 4. This indicates that some 
moneylenders were prepared to give a number of loans at one time to 
borrowers and raises questions about how moneylenders vet potential 
borrowers’ ability to repay the loans.

Examining people’s borrowing pattern for more than 2 years confirms 
both the multiple and continuous nature of borrowing from moneylenders 
among a large section of the study population. The majority of people 
had had at least'10 known loans. The maximum number of loans 
known to have been held at any one time was 12 but some people could 
identify up to 30 loans from moneylenders since they first started 
borrowing.

In this context, it is interesting to note the phenomenon of the continuous 
loan — loans that were renewed again and again from the same
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moneylender as soon as (or sometimes before) they were paid off. This 
could be characterised as a form of revolving credit: over half of all the re
spondents had continuous credit in this way from one or a number of 
moneylenders. The most widespread continuous loan pattern was a loan of 
£100 paid back over 21/22 weeks at £6 a week. The existence of this form 
of borrowing indicates the ongoing necessity of credit for the families in the 
study, as well as their need to borrow for once-off items or occasions.

4.2 SIZE AND TYPES OF LOANS 
FROM MONEYLENDERS

So how much did people generally borrow from moneylenders?

4.2.1 Amounts Borrowed
Table 4.3 presents the size of the respondents’ most recent loan from a 
moneylender and the cumulative total of all their most recent loans, up to 
a maximum of 4.1 This table shows first that the most recent loans from 
moneylenders were almost identical to the pattern of borrowing that had 
obtained during the previous 2 years, suggesting that borrowing patterns 
had not changed substantially over the previous 2 years.

Table 4.3 Amounts Borrowed by Respondents 
in their Most Recent Loans from 
Moneylenders*

Most recent 
loan

All recent 
loans

£ % n % n
< 50 3 (3) 5 (17)

50 - 99 8 (8) 6 (19)
100 - 149 38 (37) 37 (118)
150 - 199 6 (6) 7 (22)
200 - 249 18 (18) 19 (62)
250 - 399 14 (14) 13 (40)
400 - 599 7 (7) 6 (19)

>599 4 (4) 4 (13)
Incomplete info. 2 (2) 3 (9)

n 99 319

*Based on the respondents’ most recent loans, up to a 
maximum of 4. Two hundred and sixteen of the loans 
here were current loans.

1 In order to build up a comprehensive picture of borrowing from moneylenders over time, each 
respondent was asked for the details of her/his 4 most recent loans. This yielded information on 
319 loans in all, of which 216 (66%) were current at the time of study. The figure of 319 loans 
is explained by the fact that not all respondents had had 4 loans from moneylenders to date.
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Clearly, the amount borrowed was most often between £100 and £149. 
People mainly borrowed even amounts — £100, £150, £200 — and £100 
was the single most frequently borrowed sum although the average size 
of loan was £168. The sums borrowed were rather modest when 
compared with conventional credit: few either took out or were allowed 
to take out big loans. Just 4% currently had an individual loan of £600 
or more from a moneylender. The maximum single known loan taken out 
recently with a moneylender was for £850. The pattern in moneylending 
appears therefore to be one of high turnover of small loans.

Individual loans mount up. Given that the number of current loans from 
moneylenders varied, so too did the extent of current indebtedness. 
Generally, the respondents were quite heavily indebted to moneylenders: 
half owed £300 or more and only 8% of those who were currently in 
debt to moneylenders owed less than £100. The average current debt to 
moneylenders for the total sample was £346 while for those with a 
current loan(s) it was £414. Loans for this amount would generally mean 
average weekly repayments of a minimum of £20 — quite a large sum in 
the context of levels of social welfare payments, on which most 
respondents were dependent.

Table 4.4 Extent of Current Indebtedness 
to Moneylenders*

£ % n
< 50 2 (2)

50 - 99 6 (5)
100 - 149 10 (8)
150 - 199 7 (6)
200 - 299 18 (15)
300 - 399 14 (12)
400 - 599 23 (19)
600 - 799 8 (7)

>799 11 (9)
Incomplete info. 1 (1)

n 84

*Based on those respondents who had current 
loan(s) with a moneylender(s) at the time of study.

4.2.2 Types of Loan from Moneylenders
The vast majority (83%) of loans were in cash. The remainder were 
either goods on credit (11%) or cheques (6%) made out to specific shops 
or companies in payment for goods purchased by the borrower. The 
form of the loan varied according to a number of factors. The first was
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the stage of the borrower’s ‘career’: 17 respondents had been put through 
an informal ‘probationary’ or trial period by their moneylenders. During 
this period, they were usually only allowed to get goods (up to a certain 
value) on credit. At the early stages of the borrower’s ‘career’ also 
(which usually coincided with the young child-rearing stage), goods were 
sometimes used as an enticement and trial by moneylenders to attract and 
evaluate potential borrowers. Once a person’s credit worthinesss was 
established, s/he was then allowed to get cash loans. A second factor 
influencing the form of the loan was the identity of the credit source. 
While technically there was a range of credit options available, in 
practice most moneylenders dealt only in cash loans. This brings us to 
the crucial task of differentiating between the sources of credit used by 
respondents.

4.3 SOURCES OF MONEYLENDING CREDIT
4.3.1 From Whom Did Respondents Borrow?
Moneylenders were the main source of credit.2 Eighty-eight per cent of 
loans were known to have been taken out from moneylenders. Most of 
the remainder were from cheque trading companies or lenders for goods.

Through the study we got information on 96 different moneylending 
companies/individuals. The fact that the 99 respondents between them 
had used 96 different sources of moneylending credit is an important 
finding and shows a high usage of different moneylenders among the 
sample.

The contact person varied — in 23% of cases it was the owner of the 
‘business’ or company who issued the loan and collected the repayments, 
in a quarter of cases it was an employee while 7 moneylenders used 
members of their family to collect money from their borrowers.

Table 4.5 gives the status of the 96 different sources of moneylending 
credit that the study came across. This table confirms that moneylenders 
were the most widely used source of credit for the respondents even if 
there was not always enough information to check their licence status: 
moneylenders comprised 89% of the credit sources used. The 
phenomenon of ‘unidentified’ moneylenders was recurrent. Thirty-nine 
per cent of lenders were unidentified, mostly because people were unable 
to give any information on them. Only 3 respondents are known to have 
deliberately withheld information about their

2 Categorising the different sources of credit proved difficult mainly because borrowers could not 
always provide sufficient information to identify the lender. For this reason the categorisations 
used in Table 4.5 need to be treated with care.
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Table 4.5 Status of Different Sources of 
Moneylending Credit

Type of Credit Source % n

Unlicensed moneylenders 28 (27)
Licensed moneylenders 22 (21)
Lenders for goods only 5 (5)
Unidentified moneylenders 39 (37)
Cheque trading firm 2 (2)
Friendly society 1 (1)
No reply given 3 (3)

n 96

moneylender. It was estimated that up to three-quarters of the 
unidentified moneylenders were unlicensed; certainly 27 were unlicensed 
as of 31st July, 1988. Given that the study came across a minimum of 27 
unlicensed moneylenders out of 96, unlicensed lenders would appear to 
be quite common.

What do we know about the moneylenders? Of those on whom we could 
gather information, 30 used a company name and 29 traded under their 
own name. Forty of the moneylenders had employees, 28 operated on 
their own and 6 operated on a family basis. More lenders operated from 
an office or shop than their home. Sometimes the moneylenders were 
engaged in other activities: in fact 26 of the 96 were also either selling 
household goods or clothes or engaged in other door-to-door selling or 
collecting. Ten of the 96 lenders were women.

The geographical area covered by the moneylenders also varied. Seventy- 
three of the 96 operated in Dublin only, 12 worked mainly in the Cork 
area and 2 confined their operations to Waterford city. In all, only 9 of 
the moneylenders operated on a regional basis. The very localised 
moneylenders tended to be unlicensed.

Who were the unlicensed lenders? Most were individuals rather than 
companies and most operated from their own homes or on the street. The 
licensed moneylenders, in contrast, mainly operated from an office or 
shop. The following quote from a respondent gives some idea of the 
concerns of unlicensed moneylenders:

My son wants to get a loan because he got into trouble and has 
to pay a fine of £180. But she (moneylender) won’t take him on 
— she doesn’t take on young people because she thinks they 
would talk too much and give the game away that she is a 
moneylender. He (son) is looking for another moneylender to go 
to — it’s part of life to him, he knows I do it all the time.
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Respondents’ use of the 96 companies/individuals varied a good deal. 
There were only 4 companies that were widely used, 3 of which operated 
on a nationwide basis while the other was Cork-based.

The habitual nature of borrowing from moneylenders was very clear: 60 
of the 96 moneylenders had given more than one loan to the respondent 
borrowers. Thus, it seems that if one borrows at all from a moneylender 
there is a high chance that one will continue to do so. As outlined 
earlier, people tended to use a number of sources of credit concurrently; 
most appeared to have moneylenders that they could call on when 
needed.

4.3.2 What Did Respondents Know about their Moneylender?
The replies here are instructive (Table 4.6). Lack of information is 
obviously a critical issue among borrowers from moneylenders. In less 
than a fifth of cases (17%) could people be said to have had sufficient 
information about the lender, i.e., the full name of the lender and of the 
collector. People’s information was inadequate by any standards: 9% 
knew only the first name of the collector/agent, 4% knew only the 
general location or phone number of the lender and a further fifth either 
possessed or gave no information to us. It also emerged that the 
respondents frequently did not know whether their ‘caller’ (a term quite 
widely used) was the lender or collector. In a number of cases, it was 
reported that the owner of the company pretended to be the collector, 
apparently so that he/she could use the threat of a visit from the owner 
in the event of arrears.

Table 4.6 What Respondents Knew
about the Credit Source for 
Each Loan from a 
Moneylender

Knowledge % n
Name of lender only 41 (131)
General location/phone no. of lender
but not name 4 (12)
First name of collector/agent only 8 (24)
Full name of collector/agent only 10 (33)
Full name of collector and of lender 17 (54)
No information 20 (65)

n 319

It was also reported that ‘callers’ often collected for a number of lenders. 
Since they changed quite frequently, the respondents often got confused

]
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about who the ‘caller’ actually represented. Consequently, the following
type of reply was common: “Well, he used to collect for_____ a while
ago but I think he may be working for another company now”. In one case 
a person who is or was a collector for a company also operated his/her 
own moneylending business simultaneously. Thus, people could be paying 
back loans for different lenders to the same person.

The moneylenders appeared to minimise the information they gave to the 
borrower. In many cases respondents had either nothing to identify the 
source of their loan or their identification was inadequate, e.g., just a tele
phone number or a blank repayment book. Under the legislation governing 
moneylending, moneylenders are obliged to provide a written contract 
which includes the name of the moneylender. Clearly, many moneylenders 
including some licensed ones were operating outside the law. An additional 
problem is that borrowers were not aware of their legal rights: not a single 
respondent in this study knew his/her rights under the legislation. In fact, 
the majority of respondents did not know whether their lender(s) was 
licensed or unlicensed and were generally unaware that a licencing 
procedure existed for the moneylending industry. Their main source of in
formation was the two Today Tonight television programmes which were 
screened in December 1986. In general, though, the media’s quite sen
sationalist coverage of moneylending generated fear among respondents.

4.4 INDEBTEDNESS OVERALL
4.4.1 Other Loans
Respondents’ debts were not confined to the loans that they had taken out 
from moneylenders during the last 2 years — 319 loans in all as outlined 
above. Thirty-nine per cent of respondents had other debts as well, i.e., 
loans taken out from sources other than moneylenders. Between them, 
these 39 people had 57 other such loans. Most had just 1 other loan. These 
other loans differed in two ways from the loans described in this chapter to 
date: they were generally from different sources and were for larger 
amounts than were typically borrowed from moneylenders. The following 
table shows the sources of these loans.

Table 4.7 Sources of Respondents’ Other Loans*
Source % n
Finance house-1- 35 (20)
Credit union 32 (18)
Associated bank 19 (11)
Family/friend (> £200) 12 (7)
Other 2 (1)

n 57
*Based on current loans other than those taken out from moneylenders, 
-f Finance houses as used here are providers of instalment credit to 

personal borrowers.
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As this table confirms, a substantial number of loans were held from at 
least one other credit source along with moneylenders. Finance houses 
(mainly subsidiaries of industrial banks) and credit unions were the most 
important other source of credit for these respondents, followed by the 
associated banks. In terms of background characteristics, two factors set 
these borrowers apart. First, the circumstances of most had changed 
since their loans were taken out: most were unemployed having been in 
employment when the loan was taken out. The second distinguishing 
characteristic was that most borrowed for major items, such as house 
improvements, television or video, etc.

The significance of borrowing from friends should not be judged from 
these data alone (just 12% of loans), since only loans of at least £200 
were included here. (This form of credit will be explored further in 
Chapter Seven.)

What was the size of these other loans? Loans from sources other than 
moneylenders were larger than the amounts borrowed from money
lenders. The average size of loan was £911 compared with an average 
size of loan from moneylenders of £168. This suggests first that a 
significant proportion of the sample borrowed quite large amounts of 
money from time to time and secondly that when they did so they did 
not use a moneylender. Moneylending credit therefore appears to be used 
for smaller and for cash loans.

Table 4.8 Size of Other Loans and
Respondents’ Total Debts to Other 
Sources*

Other Loans Respondents ’ 
Total Debts

£ % n % n

< 251 9 (5) 10 (4)
251 - 500 10 (6) 18 (7)
501 - 1.000 32 (18) 34 (13)

1,001 - 2,000 21 (12) 13 (5)
>2,000 9 (5) 10 (4)

Information incomplete 19 (11) 15 (6)

n 57 39

*Based on the current loans other than those taken out 
from moneylenders during the last 2 years and the total 
debts of those respondents who were involved.
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4.4.2 Total Indebtedness
When all the debts, including those to moneylenders, were added 
together, the respondents owed the following amounts:

Table 4.9 Total Current Debts of All 
Respondents

£ % n

< 201 22 (21)
201 - 400 17 (17)
401 - 800 20 (20)
801 - 1,200 11 (11)

1,201 - 1,600 7 (7)
1,601 - 2,000 5 (5)
2,001 - 3,000 2 (2)

>3,000 7 (7)
Information incomplete 1 (1)
No loans 8 (8)

n 99

This table confirms that the respondents were heavily indebted both to 
moneylenders and other sources. Over 60% of people owed £400 or 
more, i.e., approximately 4 times their average household weekly 
income. Almost a third owed at least £800. The existence of a heavy 
borrowing minority, consisting of about a fifth of all respondents, is 
confirmed by these data. At the time of study, these respondents had 
total debts in excess of £1,200. Most of these debts, however, were 
taken out when the respondents were in employment.

4.4.3 Use of Hire Purchase and Mail Order Credit
As well as being indebted to other sources (apart from moneylenders), 
24% of respondents also had goods on hire purchase or mail order at the 
time of study. Hire purchase was the more popular of the two: 16 had 
goods on hire purchase, 4 were using mail order credit and 4 were using 
both. Generally, only about a third of respondents had ever used hire 
purchase or mail order credit. The amounts repaid per week at the time 
of interview were relatively small: 80% of those involved repaid £9 a 
week or less, while over half had weekly repayments of less than £5.
The ESB was the most widely used creditor here; mainly for household 
equipment such as a washing machine, cooker or fridge. The typical 
‘weekly’ payment to the ESB was under £3 which appears small but can 
be quite substantial on top of a bi-monthly bill — around £30. Other 
creditors involved here were door-to-door salesmen, mail order firms and 
local shops.
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Generally, most of those respondents who used hire purchase or mail 
order were heavy borrowers. All except 2 had other loans and 54% had 
loans from other sources as well as from moneylenders. In all, their 
average debt was very high at £917.

4.5 OVERVIEW
From the analysis in this chapter, which focused on the respondents’ use 
of moneylenders and other sources of credit, four main issues emerged. 
First, the use of moneylenders was extensive. Borrowing from 
moneylenders was part of a regular pattern in the respondents’ lives. A 
minimum of 2 loans a year was the norm and concurrent loans, 
sometimes from the same moneylender, sometimes from different ones, 
were common. Most people had long ‘borrowing careers’ in which they 
had held multiple and continuous loans. The continuous loan was an 
interesting phenomenon: a loan for roughly the same amount renewed 
again and again from the same moneylender each time it was paid off. 
Although the individual amounts borrowed from moneylenders were 
typically small: £100, £150, and perhaps £200, given that many people 
had more than 1 loan, the average debt to moneylenders for the total 
sample was £346.

The second main issue is that there appears to be quite a large number of 
moneylenders in operation. Between them, the 99 respondents were 
involved with 96 different sources of moneylending credit. Unlicensed 
moneylenders were quite extensive: nearly half of the moneylenders who 
were identifiable were unlicensed. Most of the moneylenders operated on 
an individual, localised basis, especially those who were unlicensed and 
especially those in Dublin. However, the moneylenders were not a 
homogeneous group and their operations varied widely.

The third issue to emerge from the study is inadequate borrower 
information. Many borrowers did not know from whom they were 
borrowing. In less than a fifth of cases did people have sufficient 
information about their lender, i.e., the full name of the lender and the 
collector. These findings suggest that borrower information is a key issue 
that needs to be addressed. Given the complexity of the transactions 
involved, people’s need for proper information is all the more urgent.

The fourth issue is that indebtedness was not distributed evenly across 
the sample. There was a heavily borrowing sub-group: 20% of 
respondents owed at least £600 to moneylenders and 39 had loans from 
other sources as well. Finance houses and credit unions were the most 
widely used other sources of credit. Hire purchase and mail order credit 
were also used but only by a quarter of the population. There was a 
clear relationship between having children and borrowing and the 
heaviest borrowers were those with the largest number of children.
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Chapter Five

BORROWING
FROM
MONEYLENDERS

r
his chapter considers how and why people become involved with 
moneylenders. The emphasis is on the process of becoming 
indebted, beginning with the decision to borrow, moving on to 
making the initial contact and then to the reasons for using 
moneylenders. The final part of the chapter considers the alternatives to 
moneylenders that were available to the respondents.

5.1 THE INITIAL DECISION TO BORROW FROM AND 
MAKING CONTACT WITH MONEYLENDERS

How did people decide to borrow from a moneylender? Was a decision 
to borrow actually made?

5.1.1 Deciding to Borrow from a Moneylender
Borrowing from a moneylender was part of a conscious process, on the 
first occasion at any rate. This is quite an important point since 
indebtedness to moneylenders is often characterised as a drift process. 
Most of the respondents in this study at some stage actually made a 
decision that they would have to borrow from a moneylender. Whether 
this was voluntary — in the sense of being a choice — is more 
problematic, however. The decision centred on whether they needed to 
borrow or not, rather than on from whom they would borrow. 
Borrowing and the use of moneylenders were synonymous for most

1
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people in the sample. Consequently, there was no shopping around for 
the best terms, as happens with most purchases.

The main reason given for choosing moneylenders was because 
respondents saw themselves as having no other source of credit: 43% felt 
that they had no other option but to borrow from a moneylender (Table 
5.1). A second major reason was the accessibility of moneylenders: 28% 
of respondents used a moneylender because he/she was accessible and 
borrowing from him or her was easy. Credit from moneylenders is 
almost always credit on one’s own doorstep and this can be a big 
enticement for people who may find it difficult to approach a bank, 
credit union or other lending institution for a loan. The formality of 
conventional credit sources may make them off-putting for low income 
groups. In addition, some respondents were either illiterate or had 
literacy problems.

Table 5.1 Reasons Why Respondents 
Borrowed from a 
Moneylender (as against 
other forms of credit)

Reasons % n
Only credit option 43 (42)
Accessibility/ease of getting money 28 (28)
Relative/friend suggested it 12 (12)
Moneylender offered money 7 (7)
Tradition in family 6 (6)
Other 2 (2)
Incomplete information 2 (2)

n 99

Thirdly, there was the tradition factor: for almost a fifth of respondents 
the suggestion or idea of using a moneylender came from either a friend 
or family member. Thus, there was a tradition of borrowing from 
moneylenders among respondents’ family and friends. This suggestion 
from a friend or relative was often given as a form of assistance: ‘I’ll 
send over my caller to you’ was a common response to a plea for help. 
Although tradition in one’s family was the stated reason in only 6% of 
cases, other evidence indicated a family tradition of borrowing from 
moneylenders in between 20% and 25% of cases. In these families, a 
habit of borrowing from moneylenders was often passed on in pattern 
and source from mother to daughter. There was evidence that a few of 
the respondents’ own children were also being introduced to this pattern:

The kids are also paying money to the clothesman so that they
can get a few extra things for themselves.
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5.1.2 Choosing and Making the Initial Contact with the 
Moneylender Used

The significance of family and friends increases when the basis on which 
respondents chose their moneylender is examined (Table 5.2). Personal 
recommendation by either a friend or a family member was the most 
common guide used to select the moneylender: over 40% of respondents 
selected their moneylender on this basis. This personal recommendation 
process makes the relationship between the lender and the borrower more 
personal than most conventional credit relationships. In addition, personal 
recommendations may create a sense of loyalty among borrowers: they 
may feel under pressure to keep up repayments so as not to let their 
friends or family down.

Table 5.2 Basis on which Respondents 
Chose Their Moneylender(s)*

Basis % n

Recommended by friend/family 30 (29)
Moneylender known in the area 18 (18)
Moneylender used by family 12 (12)
Moneylender called to home 9 (9)
Only moneylender known 8 (8)
Moneylender called to home in
other capacity 7 (7)
Just went into shop/office 5 (5)
Other 7 (7)
Information incomplete 4 (4)

n 99

*Based on respondents’ main or most recent 
moneylender.

Other localised but less personal networks of information were also quite 
important: 18% of respondents chose their moneylender because he/she 
was known in the area. The respondents’ reliance on this type of 
information is somewhat worrying since it may not be very accurate, 
given the generally poor level of respondent knowledge about the details 
of their loans and the identity of their moneylender(s). The opportunistic 
nature of the moneylending business emerges as quite important from 
these data also: about 16% of respondents chose their moneylender when 
they called to their home, some in another capacity. There were 
differences between first and subsequent loans in this, however. Having 
used a moneylender, people tended to remain with him or her because 
they could get ‘top-ups’ on their loans if they were known and had an 
established line of credit with the moneylender.



Having decided to use one, how did people make contact with the 
moneylender?

Table 5.3 How Respondents Made the 
Initial Contact with their 
Moneylender*

Contact % n

Friend referred 31 (30)
Respondent called to moneylender’s
shop or office 20 (20)
Family member referred 15 (15)
Moneylender called to door in other
capacity 17 (17)
Met moneylender in street 9 (9)
Moneylender called to door
offerng a loan 5 (5)
Other 2 (2)
Incomplete information 1 (1)

n 99

*Based on respondents’ main or most recent 
moneylender.

The most common way in which the respondents made contact with their 
moneylender was through a referral by a friend or relative; almost half 
of respondents were contacted by the moneylender following a request 
for him or her to do so by the borrower’s friend or a relation. Fifteen 
per cent of cases were family referrals. Calls to the respondents’ homes 
by the moneylender were also quite an important way in which 
moneylenders made contact. However, in most of these cases, the 
moneylender was already calling to the respondent’s home in another 
selling or collecting capacity, mainly goods-related. In only 2 cases out 
of the 99 was the initial contact made through a call to the door from an 
unknown or unheard of moneylender. This challenges the conventional 
view of moneylending and suggests that it is quite rare for moneylenders 
to offer money unsolicited or without a reference. A further fifth of 
respondents initiated contact themselves by calling to the moneylender’s 
shop or office. One of the most surprising ways of making contact was 
on the street or in the neighbourhood (9% of respondents). These people 
deliberately sought out the moneylender on the street knowing that he or 
she conducted a moneylending business locally. These were all 
unlicensed, very localised moneylenders, operating mainly in inner city 
areas of Dublin; only 1 transaction was actually conducted on the street.
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5.2 TAKING OUT THE LOAN
5.2.1 Taking Out a Loan from a Moneylender
Receiving a loan from a moneylender appears to be very uncomplicated 
and easy, compared with borrowing from conventional institutional 
sources. Over half the study population said that they were not asked a 
single question before being granted the loan. This underlines the 
informality of the lending process in moneylending and raises the 
interesting questions of how or whether moneylenders vet potential 
clients and where they get information on clients from. There was 
evidence to suggest that some moneylenders relied on sources of 
information other than the applicant to decide on his or her credit 
worthiness. For instance, in many cases moneylenders had sought 
information on relatives, friends and/or neighbours from their existing 
clients and, when a client referred their friend, relation or neighbour, 
they were first asked for relevant information about them. It was clear 
that information was given quite freely to moneylenders on existing and 
potential borrowers, often unwittingly, by their friends and neighbours.
In general, however, the need for information on potential borrowers is 
lessened in the moneylending business by the small size of most loans 
and the fact that many lenders first put people through a trial period 
involving the purchase of goods before lending money to them.

When the moneylender sought information from the applicant, it was 
mostly the individual’s employment status that was questioned. 
Information on income levels and the purpose of the loan was also 
sought but much less frequently than information on employment status. 
In only 3 cases was information on security sought. Nor was there much 
use made of an application form: only 19% of those interviewed had 
filled out an application form before being granted the loan. Loan 
application procedures varied among moneylenders but in general a 
formal application procedure where credit worthiness and capacity to 
repay were systematically checked was not the norm.

For these reasons, the evaluation or assessment procedure, such an 
essential part of conventional credit, appears to be quite unusual in the 
money lending business. In most cases there was no waiting period — 
many respondents received their loan immediately upon asking the 
moneylender for it, sometimes regardless of where the contact was made. 
‘On the spot approval’ was therefore commonplace, although the 
moneylender usually knew or knew of the borrower in advance of her/his 
request for a loan. Thus, the easy and ready availability of credit from 
moneylenders is one of its key features.

Not all loans were taken out in the respondent’s own name. There were 
32 loans (i.e., 10%) in all taken out in the names of others. Such 
practices varied. While the named individual was a relation in the vast 
majority of cases, sometimes the loan was taken out without the
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individual’s knowledge and consent. In other cases the individual named 
on the loan knew about it. There was one main reason why a loan was 
taken out in the name of another: when the person had exhausted her/his 
own credit. Loans were also sometimes shared between people or a line 
of credit would be taken over by someone else without a name change.

Almost three-quarters of loans were received in the respondents’ own 
homes and a further 6% were paid out nearby in the home of a relation 
or friend (these were mainly loans that were taken out in another’s 
name). Only a fifth of all loans were paid in the premises of the lender.
Again, the accessibility of the moneylender appears to be a key factor 
and should not be underestimated as an inducement to people with little 
or no experience in dealing with formal institutions. Accepting something 
that is offered on the doorstep is much more tempting than having to 
leave home, travel a distance, approach a (relative) stranger and make a 
formal application.

5.2.2 Special Conditions and Terms of Loans
Most moneylenders did not insist on a deposit or collateral: in just 6% of 
loans was a deposit paid by the borrower. This practice varied among 
moneylenders, being almost totally confined to unlicensed moneylenders. 
The amount of the deposit was related to the size of the loan, being 
usually about 10%. In 26 loans the first repayment was made out of the 
money received there and then. The following is a fairly typical example 
of a loan from a moneylender that was ‘topped-up’:

The respondent borrowed £100 to be repaid at £6 a week over 
22 weeks (i.e., £32 repaid on the original loan of £100 over 5 
months). After 15 weeks when all repayments to date had been 
met (with £42 outstanding), the moneylender agreed to give a 
‘top-up’. This involved another loan of £100, out of which £42 
was kept to clear the original loan. This meant that the borrower 
received less than £60 but would have to pay back for the full 
£100 loan, i.e., £132.

In only 4 cases did the borrower have to put up collateral: mainly by 
getting a guarantor or in 1 case by handing over the social welfare 
payments book (Unmarried Mothers’ Allowance) to the moneylender.
The latter is an unlawful practice.

Interest rates will not be considered in this chapter because they were not 
a significant part of the process of taking out a loan from a moneylender, 
in contrast to most conventional borrowing where there is some choice in 
borrowing options. As will be explained in the next chapter, the interest 
rate assumed relevance for the borrower only as it influenced the size of
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the weekly repayments. Whether repayments could be managed out of 
weekly income was the main factor influencing the decision regarding the 
cost of borrowing from a moneylender.

5.2.3 Changes in the Loans
The respondents’ loans were at their simplest when being taken out. 
Subsequent change in the loans was widespread. In fact, only 29% of all 
the 319 loans remained unchanged from the time they were taken out. 
This is remarkable and illustrates both the flexible and unconventional 
nature of credit from moneylenders. Loans can change in many different 
ways as Table 5.4 shows.

Table 5.4 How Respondents’ Loans 
Altered from the Original 
Agreement*

Source of Change % n

Top-ups 40 (94)
Repayment period extended to cover
arrears 29 (67)
Outside assistance with repayments 5 (12)
Reduced repayments due to arrears 7 (16)
Amalgamation of loans 8 (18)
Increased repayments due to arrears 3 (8)
Stopped repaying 3 (6)
Other 5 (ID

n 232

*Based on those current and most recent loans that 
had changed from the time they were taken out.

‘Top-ups’ were the main precipitators of change in the loans: 40% of all 
the loans that were altered changed because they were ‘topped up’. ‘Top- 
ups’ occurred in a number of ways. Most frequently, the moneylender 
offered the ‘top-up’ to the borrower when nearing the end of a loan. 
‘When you’re nearing the end of your repayments they would say:
“don’t leave yourself short”.’ In all, 32% of respondents were offered 
‘top-ups’ by their lender and a further 17% of respondents asked for 
‘top-ups’. In 10 of the 94 cases, the ‘top-up’ was insisted upon by the 
lender as a way of clearing arrears. Overall, 45% of respondents had at 
some stage accepted a ‘top-up’ on a loan which meant that the amount 
outstanding from the original loan was stopped from the new loan, as in 
the example given earlier.
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The second main way in which loans were altered was when the 
repayment period was extended to take account of arrears — 29% of the 
loans that were altered had their repayment periods extended by the 
number of weeks in arrears. In other cases of arrears, the size of 
repayments was reduced and the duration was extended, while in about 
3% of relevant cases the repayments were actually increased to make up 
arrears.

The third main reason why loans were altered was through some form of 
intervention. This was especially the case for the Cork-based respon
dents, all of whom had joined the Lough Credit Union, and for some of 
the Waterford-based respondents who had joined a scheme run by the 
credit union and local conferences of the Society of St. Vincent de Paul. 
While there were differences in the form of assistance offered, it con
sisted mainly of the credit union taking over the respondents’ loan(s) and 
enabling them to become a member of and regular saver with the credit 
union. In the Cork situation, the credit union managed the debt while the 
Cork Sick Poor Society provided assistance with the weekly repayments 
to the credit union, a proportion of which went towards savings. In 
Waterford, collateral was provided by the Society of St. Vincent de Paul 
to guarantee credit unions’ loans to clear individuals’ debts to money
lenders. The borrower subsequently repaid the credit union. Loan repay
ments to moneylenders were decreased drastically — in Cork typically 
down to about a quarter of the pre-intervention repayment — although 
the repayment period was normally extended.

5.3 CYCLE TO AND REASONS FOR BORROWING 
FROM MONEYLENDERS

5.3.1 When People Borrowed from Moneylenders
There was a clear cycle to borrowing. As will be seen from Table 5.5, 
there were 3 peak times for borrowing in the year: November/December, 
March/April, January/February. The summer months were the quietest 
times for both the lenders and the borrowers: only about 9% of the 319 
loans were taken out in the months of June, July or August. The 
borrowing cycle was related to family events and associated needs. 
Christmas (borrowed for mainly in November/December and sometimes 
in January/February to pay off debts incurred) and Holy Communion and 
Confirmation were the main occasions for which people in this study 
borrowed from moneylenders.

Given that people usually took out loans at Christmas and in March or 
April, there were at best about 2 months of the year when they were not 
paying back loans to moneylenders: typically, October and November. 
However, these would not necessarily be debt-free months since expenses 
would usually have been incurred by the children’s return to school in
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Table 5.5 The Time of Year When 
Loans Were Taken Out

Month % n

January/February 13 (42)
March/April 19 (61)
May/June 10 (31)
July/August 7 (23)
September/October 10 (31)
November/December 28 (88)
Incomplete information 13 (43)

n 319

September. Hence, many householders were never free from the 
necessity to repay loans. This cycle or pattern of dependency is crucial to 
an understanding of money lending credit. The timing of the loans 
suggests that people on low incomes could be significantly helped by 
additional social welfare payments at key points in the year. Given the 
high level of Christmas-related borrowing, the existing additional 
Christmas payment may not be sufficient (although some of the study 
population were on social welfare payments that rendered them ineligible 
for this bonus).

5.3.2 Reasons Why People Borrowed from Moneylenders
This cycle of event or family stage-related borrowing is confirmed when 
the stated reasons for taking out the loans are examined. A qualification 
to these data is in order here, however: often people found it difficult to 
isolate a single reason for their borrowing and the stated reason may not 
always have been the root cause of the borrowing.

There were two general patterns to the respondents’ borrowing: almost 
two-thirds of loans were taken out for quite routine or ‘normal’ purposes 
— for food, ESB, household goods, etc.; over a quarter of the loans 
were for purposes that might be called special, although they may occur 
quite regularly, e.g., Holy Communion/Confirmation, births, deaths, 
Christmas.

The high use of moneylending for very routine household costs such as 
food and electricity is quite alarming. For instance, 15% of all loans 
were taken out to buy food, 9% were for ESB and 15% were for 
household goods. Food was frequently borrowed for because the family 
income that week was spent on a payment that could not be deferred, 
such as an ESB bill or a school-related expense. The respondents said 
that they were best able to cope with small weekly bills — bills that were
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Table 5.6 Stated Reason for Taking Out 
the Loans

Reason % n

Christmas 17 (54)
Furniture/house related 15 (48)
Food and daily living costs 15 (48)
ESB 9 (29)
Children’s clothes, shoes 8 (26)
Pay other loans 6 (18)
Other bills 6 (18)
Wedding/funeral/birth 6 (20)
Confirmation/Holy Communion 5 (15)
Other 10 (31)
Incomplete information 3 (12)

n 319

for longer periods and could not be paid on a weekly basis seriously 
added to their difficulties.

One other finding in the above table merits comment: the fact that 6% of 
loans were taken out to repay other loans. This, along with the fact that 
15% of loans that were taken out to repay other debts/arrears (ESB, rent, 
etc.), clearly suggests that debts or arrears may be a problem for many 
people in the sample.

Who were the people borrowing for food and other essential items? Two 
characteristics set them apart: their relatively larger-sized families and the 
fact that two-thirds were on Unemployment Assistance (all except 2 were 
dependent on a social welfare payment).

Income adequacy emerges as a major issue from these findings. Apart 
from the sizable number of loans that were taken out for essential 
purposes (over 60%), people also needed money to cope with family 
events like Christmas, weddings or births. Most respondents simply did 
not have the necessary income to meet the costs associated with these 
events. Clearly, this has major implications for both the levels and timing 
of social welfare payments, since 79% of the study population were fully 
dependent on social welfare.

In general, the reasons for borrowing were quite complex and inter
related. This makes the isolation of a root cause somewhat hazardous. 
Sometimes, there was no identifiable root cause and on other occasions 
what people stated as the reason was the result of another source of 
expense. In order to explore this further, the factor that precipitated the 
first loan(s) from a moneylender is examined.
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5.3.3 Factors Precipitating Borrowing from Moneylenders
The population is divided fairly evenly into two halves: those for whom 
there was no single precipitating factor and those who started borrowing 
for a specific reason or occasion. The first grouping contains people 
whose incomes were generally insufficient to meet their routine 
outgoings, while those in the latter group started borrowing at a 
particular period in their lives or for a specific reason or occasion. Some 
of these were crisis events: unemployment, marital breakdown, ill-health, 
death, gambling or alcohol problems. The following is a graphic example 
of how crises like these can propel people into indebtedness:

Well it all started two years ago when my husband died. I had 
to borrow money to bury him. Then, I had a Communion and 
two Confirmations the same year so I had to borrow again.
Now, I just have to keep borrowing because what I have doesn’t 
allow me enough to live on. (Widow, aged 39, with 6 school
going children)

Table 5.7 Factor Precipitating 
Borrowing from 
Moneylender (s)

Precipitating Factor % n
Inadequate income (unspecified) 33 (32)
Routine bills 17 (17)
Unemployment of self/spouse 8 (8)
New home/house move 7 (7)
Gambling/alcohol problem 6 (6)
Availability of moneylender 6 (6)
Special event (Christmas, wedding) 6 (6)
Birth 5 (5)
Ill-health 4 (4)
Funeral/death 3 (3)
Separation/desertion 3 (3)
Purchase of TV/car 2 (2)

n 99

A key factor in the relationship between debt and life-events or crises is 
when a sudden drop in income or a sudden rise in expenditure takes 
place. This has also been found to be a central factor in indebtedness by 
research elsewhere.(1) The association between ‘crisis’ events like these 
and the use of moneylenders should be noted. It suggests that individuals 
or families going through a life-event crisis are vulnerable to becoming 
indebted to moneylenders and may benefit from intervention at this stage. 
It also raises the question of whether families on social welfare should be 
better assisted to cope with life events such as births and deaths.
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5.4 ALTERNATIVES TO BORROWING
5.4.1 Could Respondents Have Avoided Using Moneylenders?
It is commonly believed that people have alternatives to using 
moneylenders. Is this true? Could respondents have turned to a friend or 
relative for the money or could they have saved for or deferred the 
purchase of what they borrowed? Table 5.8 shows that none of these 
were viable alternatives to moneylending for the majority of respondents.

Table 5.8 Whether Respondents Could Have
Borrowed from a Friend or Relative, 
Deferred or Saved

Yes No Incom. Info. n

% n % n % n
Friend/Relative 16 (16) 83 (82) 1 a) 99
Defer 4 (4) 88 (87) 8 (8) 99
Save 3 (3) 89 (88) 8 (8) 99

Help from friends and relatives was the most widely available — but yet 
only 16% of respondents said that they could have received sufficient 
help from either their friends or relatives to meet the precipitating need. 
However, help from friends and/or relatives did not obviate the need to 
borrow from moneylenders because a) respondents’ friends and relatives 
could only provide small amounts of money (if they could help at all), 
and b) they could not help on a continuous basis, as was necessary in 
many cases. There was also the problem that people’s friends and 
relatives tended to be in a similar financial situation to themselves.

Deferring the purchase was not possible in most cases either, mainly be
cause it was essential or urgent. Only 4% felt in hindsight that they 
could have deferred buying what they borrowed for. Similarly, saving 
was not a viable alternative to borrowing from a moneylender — only 
3% of respondents believed that they could have saved instead of 
borrowing. It is interesting to consider the reasons why respondents 
could not have saved (Table 5.9).

Obviously, people did not have the surplus money to save or their bor
rowing commitments were such that they could not save. The length of 
time it took to save was also a deterrent — people had an immediate 
need for the money.
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Table 5.9 Reasons Why Respondents 
Could Not Have Saved 
Instead of Borrowing*

Reason % n
Insufficient (surplus) income 66 (59)
Already paying back loans 14 (12)
Would take too long 9 (8)
Tried but spent money 5 (4)
Other 6 (5)

n 88
*Based on those who said that they could not save 
for what they borrowed for.

5.4.2 Respondents’ Access to Banks and Credit Unions
In the context of alternatives to moneylending, respondents’ access to banks 
and credit unions is an important factor.1 While credit unions were more 
popular than banks among the sample, neither were widely used. Only about 
a third of those interviewed had an account with either a bank or a credit 
union. Participation in a bank was extremely low at only 6% — being very 
much lower than the estimated national average for the unemployed (30%). 
This has important policy implications and confirms that these people from 
low income families were not linked into the mainline sources of credit.

Only a handful of people had actually tried to get credit from either of these 
sources. Their reasons were as follows:

Table 5.10 Reasons Why Respondents Did Not Use a 
Bank or Credit Union

Bank Credit Union
Reason % n % n
No savings or collateral 28 (27) 41 (40)
Unemployed/SW recipients not given loans 16 06) 6 (6)
Problems repaying previous loans 9 (9) 9 (9)
Never thought of it 10 (10) 8 (8)
No account/have to be a member 9 (9) 10 (10)
No point in trying 8 (8) — —

Refused 6 (6) — —

Bad location/unsuitable hours — 7 (7)
Other 7 (7) 17 (17)
Incomplete information 7 (7) 2 (2)

n 99 99

1 It should be pointed out here that the sample was likely to have a higher than average level of 
credit union membership in that approximately 10% of the sample was selected from among 
members of a credit union.
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Interestingly, the perceived barriers for the use of both banks and credit 
unions were fairly similar: mainly lack of savings or collateral and 
inability to fulfil other conditions such as having an account or, in the 
case of credit unions, being a member. The respondents did not have the 
wherewithal to get credit. This was an especially significant barrier to the 
use of credit unions: 41% of respondents did not use a credit union and 
28% did not use a bank because they had no savings. Another important 
barrier was people’s perceptions of their chances of getting a loan from 
the conventional credit sources. Almost a quarter felt that there was little 
point in trying a bank for a loan because banks did not lend to people in 
their situation. This is unlikely to be a misapprehension — arguably, the 
respondents’ low level of income, their lack of security and relatively 
high indebtedness debar them from most conventional credit. The 
respondents were very clear about their credit options: most knew that 
they would have little chance of getting loans from a bank or credit 
union. In the light of this, recourse to moneylenders was a logical 
option.

Interestingly, credit unions were not perceived to be as exclusive or 
elitist as banks. However, there were other reasons why people did not 
approach a bank or credit union for a loan: lack of information for 
instance, and poor location or unsuitable opening hours.

5.5 OVERVIEW
In this part of the analysis, which looked at how and why people used 
moneylenders, four significant issues emerged. First, people on low 
incomes appear to have very limited options for credit. The lack of 
alternative credit was a key factor influencing the respondents’ use of 
moneylenders. Banks, building societies and credit unions, to a lesser 
extent, were not real credit options for the majority of respondents, 
either because of the savings requirement, their low incomes or because 
they found them difficult to use. There were other problems as well with 
conventional credit sources: their accessibility for instance and the extent 
to which they are willing to take account of the needs of low income 
borrowers. These findings clearly indicate the kinds of measures that are 
needed to replace the widespread use of moneylending by low income 
families. Primarily, conventional credit sources must be as accessible as 
possible to and take account of the difficulties and problems that people 
from low income backgrounds are likely to experience when using or 
attempting to use conventional credit.

The second issue to emerge was that of income adequacy. It was clear 
throughout that the respondents borrowed from moneylenders mainly for 
goods or occasions that were a normal part of life, e.g., buying food, 
paying a household bill, Christmas. Income inadequacy was a key factor
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underlying most borrowing. Consequently, to reduce their dependence on 
moneylenders people will need additional income.

The third issue to emerge was the importance of personal and other local 
channels of information in introducing people to moneylenders and 
sowing the idea of using them in their minds. Often, friends and family 
passed on their moneylending contact as a form of assistance. A personal 
recommendation by either a friend or family member was the most 
common guide used by the respondents to select their moneylender.
Other more generalised local sources of information about moneylending 
were also important. Such personal recommendations facilitate the 
perpetuation of money lending.

The fourth important issue was the irregularity of moneylenders’ 
practices. For instance, some people who were calling to houses in 
another capacity were in fact operating as moneylenders: 23 
moneylenders were people who were calling to respondents’ homes in 
another selling capacity (e.g., clothes, household goods, bread) and 3 
were calling in another collecting capacity (e.g,. TV rentals). In addition, 
irregularities in the loans were widespread in that there was rarely a 
contract or application form, deposits and early repayment were quite 
common, and ‘top-ups’ (in which a proportion of the additional sum lent 
was held back by the lender) and other changes in the loans were 
frequent.

60



REFERENCE
1. A. Hartropp et al., Families in Debt. London: Jubilee Centre 

Publications, 1988, pp. 44 - 48.

61



Chapter Six

REPAYING 
AND MANAGING
THE LOANS

r
he focus in this chapter is on how people repay and manage
their loans to moneylenders. Collection and repayment practices 
are first examined along with rates of interest. Next, the extent 
of arrears on loans and the consequences of being in arrears 

are considered. Following this, we explore some of the differences 
between licensed and unlicensed moneylenders. The next section looks at 
how people manage their loans and the concluding part of the chapter 
examines how people feel about their loans and about being indebted to 
moneylenders.

6.1 REPAYING THE LOANS
6.1.1 Collection and Repayment Practices
The vast majority (72%) of loans were repaid by people in their own 
homes. Usually, the moneylender or his/her agent called at approximately 
the same time on the same day of the week. Just about 13% of loans 
were repaid in the moneylender’s place of business (office or home) with 
the remainder paid in public places (e.g., on the street, in a pub) or in 
the home of a relative or friend.

In most cases there was a fixed day and time for repayments, usually 
depending on when people received their social welfare payment or got 
paid. Friday and Saturday were the two main days on which repayments 
to moneylenders were made, with most on Friday. In only 14% of cases
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did the collection day vary. On the basis of these data, Friday afternoon, 
Friday night and Saturday morning are the main times in which one is 
likely to see the moneylenders in operation.

Most people (89%) had their repayments recorded on a book or card 
(Table 6.1). In all but 3 cases this book/card was provided by the 
moneylender and he or she filled it in. Seven respondents had no record 
of their repayments and 3 others noted them in a very casual way: either 
on a calendar or on a sheet of paper.

Table 6.1 How Respondents’
Repayments Were Recorded

Method of Recording % n

Book/card 89 (88)
No record 7 (7)
Marked on calendar 2 (2)
Marked on sheet of paper 1 (1)
Incomplete information 1 (1)

n 99

Many people showed us their book or card and some even gave us 
copies. (Appendix Three presents a copy of some typical books.)1 To call 
them ‘books’ is a misnomer, although that is the term that was widely 
used by the respondents. The ‘book’ was of a very standardised format: 
usually it did not contain the name of the company or the individual 
lender but sometimes there was a contact phone number. The best-kept 
books had the principal at the top of the book along with (perhaps) the 
date of opening the loan (alternatively these two details might be 
recorded in the first repayment column). There was normally no interest 
rate or duration of repayments stated and, in filling in the book, the 
decreasing balance was usually noted along with the amount of the 
repayment and perhaps the signature of the collector or agent. In some 
cases, the weeks were numbered (e.g., week 1,2,) rather than the date 
of payment recorded. Most books were quite difficult to follow, either 
because the details were not fully noted or the writing was illegible. The 
absence of identifying information, such as a name and address, from the 
books was very striking.

When there was an alteration of the loan (such as a top-up or extension), 
the principal figure was usually changed on the book without any 
accompanying detail, or alteration of the rate of interest.

1 Books were only examined when proffered by respondents. Considerations of privacy and 
sensitivity underlay the decision not to ask to see loan books.
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Although the existence of a card/record is important, even when properly 
recorded it did not normally provide sufficient information to the 
borrower. Under the Moneylenders Act of 1933, borrowers are entitled 
to have a written record of the principal lent, the date on which the loan 
was made and the rate of interest charged. Therefore, the law was not 
being upheld in many cases in the study.

There were other ways also in which the borrower was not fully 
informed. For instance, in 12% of known cases the book was not up to 
date. Furthermore, in 13 cases the payments noted in the book were in 
error, either due to calculation errors or because all payments that the 
respondents said they had made were not noted. All of the moneylenders 
in these cases were unlicensed. Each respondent did not check the 
book/card carefully after each transaction, the majority trusting the 
moneylender to record the repayments accurately.

6.1.2 The Cost of Credit from Moneylenders
Calculating the true cost of credit from moneylenders has many 
difficulties. Use of the flat interest rate is misleading for a number of 
reasons: it does not indicate whether interest is charged on the full or 
decreasing principal; it takes no account of charges associated with the 
loan; it does not convey the annual rate of interest since it is usually 
calculated only for the duration of the loan. Yet, this was the method (if 
any) that was used by the respondents to cost their loans, e.g., £26 extra 
paid back on the original sum borrowed was interpreted as a 26% rate of 
interest. The flat rate of interest is particularly misleading when applied 
to moneylending loans because most are for less than a year and 
calculation of interest takes no account of the other costs of the loans, 
such as collection fees (typically 50p. a call on a £100 loan).2

An alternative and now more accepted method of calculating the cost of 
credit to the flat rate of interest is the APR — the annual percentage rate 
of charge.3 APR is an annualised rate taking account of the size of loan, 
duration and size of repayments, additional costs, whether interest is 
based on the capital sum borrowed for the full term of the loan or on a 
declining principal. APR can be used by consumers to judge different 
credit offers: the lower the APR the cheaper the cost of credit. Thus, a 
loan of £100 to be repaid in 21 weekly instalments of £6, giving a flat

2 It was not possible to get specific figures on collection charges from the respondents because 
they were not given a breakdown of charges by the moneylender. The Consumer Credit 
Association estimate the cost of a single call to a house at around 50p. per £100 loan.

3 The APR is used in Britain under the Consumer Credit Act 1974 to indicate the total charge 
for credit. In Ireland, all advertisements offering credit are required to show the APR in 
compliance with the Consumer Information (Consumer Credit) Order issued on 10 March, 1988.
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rate of interest of 26% (and an annual flat rate of interest of over 60%), 
has an APR of 210%. By way of comparison, a loan of £100 to be 
repaid over 18 weeks at £7 per week with an identical flat interest rate 
of 26% has an APR of 409%. Although for similar amounts, the second 
loan is much more expensive than the first because it is repaid over a 
shorter duration.4

Table 6.2 presents the APRs of all the loans from moneylenders (except 
those for goods) in the study, along with the flat interest rate. Both 
varied widely. The most common APR was between 200% and 299% 
with over a third of all loans charged at this rate. Typical loans in this 
category were of 20 to 26 weeks’ duration with repayments of £5 - £6 
per week for every £100 borrowed. The most common flat interest rate 
was between 40% and 78%. In fact, only 4% of all loans from 
moneylenders in the study had an interest rate of 39% or less — the 
level specified in the legislation as excessive. Other quite common APRs 
were 100% - 199% and 300% - 399%, each accounting for about a tenth 
of all loans. Quite a sizable proportion (16%) of loans had APRs in 
excess of 500% and 17 loans (6%) had APRs of over 800%. The highest 
APR known to be charged was 12,217% which was a loan of £100 
repaid in 4 weekly instalments of £40. As outlined above, the key factor 
determining the APR was the duration of the loan; the size of the loan

Table 6.2 APRs and Flat Interest Rates of Loans 
from Moneylenders. *

APR % % n Flat Interest % % n

< 100 3 (9) <40 4 (11)
100 - 199 12 (34) 40 - 78 46 (132)
200 - 299 36 (101) 79-117 20 (56)
300 - 399 11 (32) 118 - 156 7 (19)
400 - 499 6 (17) >156 7 (21)
500 - 599 4 (12) Info, incom. 16 (44)
600 - 799 6 (17)
799 > 6 (17)
Information incomplete 16 (44)

n 283 n 283

* Loans from lenders for goods have been excluded from this table. 
Since the respondents did not normally know the original cost of 
the goods, it was difficult to calculate the APR and the flat 
interest rate. These figures include all charges since it was not 
possible to differentiate between interest and collection charges.

4 APR is not to be interpreted as an interest rate. That is, 210% APR is not equivalent to 210% 
flat rate of interest per annum.
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was not important for the APR: if loans for £100, £200 or £300 were 
repaid over the same duration a similar APR would apply to each. The 
number of loans for which it was not possible to derive an APR or flat 
interest rate is notable: 16%. Of these 44 loans, 20 were cash loans from 
moneylenders and 24 were from a cheque trading company.

When applied to money lending loans, APR figures will tend to be very 
high for a number of reasons.5 The short-term nature of loans, the use of 
collection fees and the fact that the interest is charged on the principal 
for the full term of the loan all increase the cost of moneylending credit.

The shorter the duration of the loan the higher the APR. The collection 
charge also makes a difference: a collection charge of 50p. on a loan of 
£100 collected in 20 weekly instalments of £6 increases the APR from 
153% to 288%.

How do these APRs compare with those for other forms of credit? The 
following are some examples of common APRs.

£25,000 mortgage, monthly repayments of £231 
over 20 years 9.7% APR

£200 loan from associated bank, monthly 
repayments of £19 over 1 year (flat interest rate
14% on declining balance) 14.7% APR

£750 borrowed from An Post (via Bowmaker), 
monthly repayments of £70.15 over 1 year (interest 
rate 12% on total capital amount borrowed) 23.9% APR

ACCESS account, paying interest of 1.8% a month 
on outstanding balance 24.6% APR

Credit union account, paying interest of 1 % per 
month on outstanding balance 12.6% APR

These data show how moneylending credit is far costlier than other forms 
of credit.

The APR and flat interest rate varied by source of credit. In general, 
loans from licensed moneylenders had lower APRs and flat interest rates

5 It is important to note that credit from moneylenders does not legally have to be conveyed by 
APR. The Consumer Information Order applies only to advertisements for credit and not to 
personal contracts between the borrower and the lending institution. Since moneylenders are 
prohibited by the Moneylenders Act from advertising in the first instance, the Order on APR may 
not be relevant for them.
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than those from unlicensed moneylenders. For instance, 71% of all loans 
from licensed moneylenders had a flat interest rate of 78% or less, 
compared with 36% of loans from unlicensed moneylenders. Similarly, 
82% of loans from licensed moneylenders had an APR of less than 400% 
compared with 55% of loans from unlicensed moneylenders.

While APR represents an improvement in how credit is costed, there are 
two key reasons why it may be of limited use to low-income borrowers. 
First, for APR to have meaning, it must be used in a comparative sense 
to evaluate the cost of different types and sources of credit. This is not a 
real benefit for borrowers from moneylenders who appear to have few 
other credit options: there is small benefit in knowing that a bank’s APR 
is only 25% if one has little chance of securing a loan from that source. 
Similarly, knowing that a moneylender’s rate is 250% is of little use, 
unless one has a choice between moneylenders or between different 
methods of repayment. None of the respondents had been offered a 
choice in their repayment terms by the moneylender. More fundamentally 
however, APR does not indicate whether the cost of credit is excessive. 
As a means of informing borrowers about the comparative cost of credit, 
APR cannot be used to protect borrowers from high-cost credit, e.g., to 
deem an APR of 250% as excessive (in the same way that the legislation 
outlaws an annual flat interest rate from moneylenders in excess of 39%) 
is not possible since APR is a technical construct which only allows 
comparisons between loans.

Having considered the true cost of the loans, it should be said that for 
the majority of respondents the rate of interest was not a consideration 
when taking out the loans. Most would have taken the money on any 
terms since they needed it so badly. If they considered future costs at all, 
it was mainly in terms of the size of the repayments and whether it was 
possible to manage them from weekly incomes. Parker in Britain 
similarly found that the overall cost of a purchase was not as important a 
consideration when the loan was being taken out as whether the 
instalments could be fitted into the weekly budget.(1)

6.2 ARREARS
6.2.1 Extent of Arrears on Loans from Moneylenders
Arrears were very common: over half of all current loans and 46% of 
respondents in the study were in arrears to moneylenders at the time of 
interview. The size of arrears varied, the average amount known per 
individual in arrears being £82. Most people had arrears of less than £50 
but a few owed very large amounts. People with more than 1 loan were 
generally more likely to be in arrears than those with just a single loan. 
Further details on arrears are quite difficult to unravel because of the 
widespread use of ‘top-ups’.
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6.2.2 Reported Consequences of Having Arrears
What were the reported reactions of the moneylenders when people ran 
into arrears on their loans?

Strong negative reactions, frequently associated with moneylenders, were 
not as common as may have been expected and were, in fact, almost 
equalled by the number of lenders who accepted that the respondent 
could not pay that particular week (Table 6.3). However, there was 
evidence that many respondents were quite frightened of the 
consequences of failing to make repayments. In 33% of cases the 
moneylenders were reported to have reacted to a missed repayment with 
either annoyance or anger — typically threatening adverse consequences, 
such as a visit from ‘the boss’ or cutting off future credit, if the 
repayments were missed for more than a few weeks. These respondents 
were quite fearful of their moneylender as were the 14% who said that 
they never missed a repayment. Their loans placed a high level of stress 
on these borrowers. The following is an example of how one respondent 
was pressurised by the collector:

When I was four weeks ’ overdue, he came and sat outside the 
house for ages. Then he called to the door. When I tried to 
explain that I did not have the money he would not accept it.
He told me to go to my sister’s to get the money from her.
Then, he sat in his car outside the house so none of us could 
go in or out from 8 in the evening until 12 midnight.
(Separated mother of 4, £40 in arrears at the time)

While experiences such as this were not widespread, almost half of the 
respondents felt worried and fearful if they missed repayments. Other 
reported negative consequences of missing repayments included making a

Table 6.3 Reported Consequences of 
Missing a Repayment

Consequence % n

Aggression/intimidation 33 (32)
No hassle/no known consequences 26 (26)
Make double repayment the
following week 13 (13)
Afraid to miss a repayment 14 (14)
Levy/fine/fee imposed 4 (4)
Court action threatened 4 (4)
Told would not get another loan 4 (4)
Information incomplete 2 (2)

n 99
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double repayment the following week (13% of cases), being threatened 
with court action (4% of cases but none taken), the imposition of a fine 
or fee (4% of cases) and being warned that one would not be granted 
another loan from that lender (4% of cases).

The consequences also depended on the amount of repayments that were 
missed; more extensive arrears led to more serious consequences, such as 
for example, the ‘boss’ calling to the borrower’s home or women 
borrowers being threatened that their husbands would be informed of 
their loans.

In contrast, there was a substantial minority (26%) of people for whom 
there were no reported negative consequences in missing repayments — 
these were not unduly worried about missing one or two repayments and 
they did not experience the same pressure as the majority of respondents. 
These borrowers portrayed their moneylenders as understanding people 
who did not make a fuss if a small number of payments was missed. 
However, these lenders were in the minority. Half of the moneylenders 
involved here were unlicensed while the other half were licensed.

Roughly about 10% of loans in arrears appeared to have been written off 
by the lender, either because the borrower refused or was unable to pay. 
In these loans, there had been no contact from the lender for at least 3 
months. The circumstances of the 10 respondents varied. In 6 cases the 
borrower had decided that she or he would not or could not repay the 
loans. Three respondents had moved and the moneylender had not been 
given or had not obtained the new address. In 1 case, the borrower had 
received assistance from a local credit union and as a result she had 
decided that a sufficient amount had been paid already. Most of the 
moneylenders who were involved here were unlicensed.

6.3 MANAGING THE LOANS
6.3.1 Financial Consequences of Loans
Only 12% of respondents felt able to manage their loans at the time of 
interview. While some level of difficulty could have been expected given 
the rather high extent of arrears, 88% of the sample feeling unable to 
manage or repay their loans is very high. Those who felt able to manage 
their loans were generally paying a smaller than average proportion of 
their income in repayments, although in some cases they had quite large 
loans. This suggests that the amount of the repayment may be a more 
significant influence on how and whether people can cope with their 
loans than the amount originally borrowed or the interest charged.

There was a high degree of hardship associated with repaying the loans: 
only 8% said that it did not put extra financial pressure on them. The
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kinds of pressure that people were under in having loans from 
moneylenders are as follows:

Table 6.4 Reasons Why Respondents
Were under Financial Pressure 
in Repaying Their Loan(s)*

Source of Pressure % n

Paying out too much of income 31 (28)
Loans have to be paid as a priority 19 (17)
Have to cut down on food 13 (12)
Have to cut down on other
essentials 8 (8)
Have to balance/juggle money
constantly 7 (6)
Feel under pressure all the time 7 (6)
Other 8 (8)
No detail 7 (6)

n 91

*Based on those who said that their loan(s) put 
extra financial pressure on them.

The most widely felt pressure was a shortage of money: people felt that 
too much of their money was going on repaying their loans. Some 
money shortages were extreme: in about a fifth of cases, the loan 
repayments were reported to have forced people to cut down on food or 
other essential items. People avoided the payment of certain bills so as to 
be able to pay the moneylender. There was a core group of about a fifth 
of respondents who felt that they must repay the loans as a priority; for 
these there was no leeway about repaying. The following is a fairly 
typical comment:

Some weeks I just don’t know how I’m going to manage it. I 
just have to let something else go. And then it all mounts up — 
the bills or the rent or something else.

The remainder of the sample just felt under general financial pressure.

6.3.2 Percent of Income Spent on Repaying the Loans
Given that most people said that their loans placed them under financial 
pressure, a key question is how much of their income was absorbed by 
loan repayments. The following table presents this information (based on 
net household weekly income).
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Table 6.5 Amount of Net Weekly Household 
Income that Was Paid on Current 
Loans with Moneylenders, Current 
Loans to Other Sources and All 
Current Loans*

Current
loan(s)

with
money lend.

Other
current
loan(s)

All
current
loan(s)

% of Income % n % n % n

<10% 17 (14) 46 (18) 15 (15)
10% - 19% 34 (28) 23 (9) 27 (27)
20% - 29% 26 (22) 5 (2) 31 (30)
30% - 39% 7 (6) 5 (2) 9 (9)
40% - 49% 6 (5) — — 5 (5)
50% - 59% 2 (2) — — 2 (2)
60% - 69% 6 (5) — — 5 5)
Incomplete information 2 (2) 21 (8) 6 (6)

n 84 39 99

*Household income as calculated here does not include the 
free fuel voucher or allowance, Child Benefit or supplemen
tary or exceptional needs payments from the SWA scheme.

Most people repaid between 10% and 30% of their net household weekly 
incomes to the moneylender. This is very high: the National Consumer 
Council in Britain has suggested that credit commitment could be 
described as ‘heavy’ when the instalments are over one-tenth of 
income.(2) Obviously the amount repaid varied from time to time 
depending on the number of active loans. However, these data may 
underestimate the amounts of income that were spent on repayments 
because household income as used here was based on the income 
reported for all family members, irrespective of whether it was the 
income of or available to the borrower. In fact, the borrower’s 
disposable income was likely to be considerably less than the household 
income as calculated above and consequently she or he was likely to be 
repaying a larger proportion of income to the moneylender.

Interestingly, loans to other sources absorbed a smaller proportion of 
respondents’ incomes than their loans to moneylenders, mainly because 
they cost less and were repaid over a longer period of time than those to 
moneylenders. In summary, a fifth of respondents paid at least 30% of 
their net weekly household incomes in loan repayments. These families 
and individuals were in financial crisis.
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6.4 FEELINGS ABOUT THE LOANS AND 
MONEYLENDERS

6.4.1 Respondents’ Feelings about Having their Loans
What were people’s feelings about their loans? As the following table 
shows, these varied a good deal but quite strong negative feelings 
predominated.

Table 6.6 Respondents’ Feelings about 
Their Loans from 
Moneylenders

Feeling % n
I just hate it, feel degraded 24 (23)
Causes me to worry and even be ill 17 (17)
I feel I was stupid to get involved
It was great when I got the loan but

15 (15)

it is awful paying it back
I feel bad about it but I would take

8 (8)

another loan 8 (8)
I have considered suicide 5 (5)
I won’t take another loan
I’m resigned to it - it doesn’t

5 (5)

bother me 4 (4)
Other 12 (12)
Information incomplete 2 (2)

n 99

The most common feelings were of dislike at being indebted to 
moneylenders (24%) and being under mental pressure (17%). A further 
15% of respondents felt angry at their own stupidity in taking out the 
loans in the first place. People’s negative feelings were generally directed 
towards themselves — when they felt angry it was at themselves for 
getting involved; when they felt degraded by their loans it was turned 
inwards to reduce their self-esteem. Only about 4% of respondents felt in 
any way positive about their indebtedness: these were resigned to their 
need to borrow from moneylenders and did not allow their loans to upset 
them unduly. Other people in their replies noted their need to borrow 
again from moneylenders, despite their negative feelings about this 
source of credit. Only 5% of respondents stated categorically that they 
would not borrow again from a moneylender.

6.4.2 Feelings About the Moneylender(s)
When asked a specific question about whether they were frightened of 
the moneylender, 39% of respondents said that they were. Their reasons 
were as follows:
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Table 6.7 Why Respondents Were 
Frightened of Their 
Moneylender*

Reason % n
Just have a general feeling of fear 28 (in
Have been threatened 23 (9)
Heard of negative consequences for 
others 13 (5)
Has abused me verbally 10 (4)
Has hounded me to pay 10 (4)
Has been aggressive to me/spouse 8 (3)
Has embarrassed me publicly 8 (3)

n 39
*Based on those who said that they were frightened 
of their moneylender.

Most fears were founded in experience: 59% of those respondents who 
felt fearful said that they had been either threatened, verbally abused, 
harassed to pay, treated with aggression or embarrassed by the 
moneylender or his/her agent. These give an indication of the range of 
sanctions used by moneylenders. Comments like the following give an 
indication of this level of fear:

The fear will always be inside me on Friday nights even though 
my loans are cleared now. Well, Fve gone through a lot in my 
life, my husband being an alcoholic and my daughter having 

„ spina bifida. But I can honestly say that the worst feelings I ever 
had were over the moneylending — that was definitely the worst 
thing that ever happened to me.

Hearsay also created fear: 13% of these people were frightened because 
of what they had heard or read about moneylenders, rather than having 
directly experienced negative consequences themselves. Twenty-eight per 
cent of these people just had a general feeling of fear. The media 
portrayal of all moneylenders as unscrupulous seemed to have been an 
important source of fear among these respondents.

Embarrassment about the loan was more widespread than fear: 55% of 
people felt embarrassed about being indebted to a moneylender. While 
some hated the loss of independence that was involved, the main source 
of embarrassment was the stigma attached to borrowing from a 
moneylender. Reliance on moneylenders was felt to be an obvious sign 
of poverty. Respondents talked about how they would hate their relatives 
and friends to find out about the extent of their borrowing from a 
moneylender.
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Given this, how open were people about their loans? All respondents had 
at least one person within their circle of family and friends who knew 
about their loan (that is, apart from the helping agency or individuals 
through which they had been referred).6 In about half of the cases people 
had been confided in, the remainder just came to know through seeing 
the collectors calling or noting a change in the person’s financial 
circumstances. In 60% of cases, two of either their spouse, a friend or 
family member knew about the respondents’ loan(s). This information 
might be slightly misleading in that the majority of borrowers bore the 
responsibility and the worry of the loan alone, despite the fact that others 
within their circle of friends and relations may have known about their 
borrowing. The burden on women was immense; it was they especially 
who carried the responsibility of loan-related worries. Even when others 
knew about the borrowing, the full extent of the indebtedness was not 
often revealed. An example of how easily moneylending can be 
concealed is the experience of a Waterford respondent who had 13 loans 
in the names of family members without thir knowledge. There was a 
very strong sense of shame surrounding debts to moneylenders which 
makes intervention more difficult.

While there was some variation in who respondents had confided in; only 
in a small number of cases had people kept their loans a secret from 
their spouse or partner. The following is an example of the lengths one 
person went to to keep her loan a secret from her partner.

My husband doesn’t know (about the loans). I’m always living 
in dread that he’s going to find out, he has to some day. He 
knows that the man calls every Friday but I tell him that I’m 
paying my friend’s TV money for her. My next door neighbour 
tries to get my husband into her house when the moneylender is 
around so that he won’t notice anything. He knows the book is 
there but I told him it belongs to my friend. I feel so guilty 
about not being able to manage and I don’t want him to know.

Overall, a very strong sense of privacy surrounded the loans from 
moneylenders. This also is likely to deter people from seeking help.

6.4.3 Perceived Consequences of Having Loans
All except a fifth of respondents felt that their loans had adverse 
consequences for themselves and their families. Health consequences and 
the children being adversely affected were the most widely identified 
consequences as the following table shows:

6 It should be pointed out that the sample is biased in favour of those people who had confided 
in someone about their loans given that most were people who had come to the notice of and 
were referred for study through helping agencies or individuals. Table 2.1 lists the source of 
referrals for the 99 respondents.
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Table 6.8 Identified Consequences of 
Respondents ’ Loans for 
Members of their Family

Consequences % n

Health: Mental strain, tension 21 (17)
Physical ill-health 6 (5)

Children: They have to do without 16 (13)
I take it out on them 8 (6)

Fights/arguments 18 (14)
General shortages in family 13 (10)
Major family or life crisis 7 (6)
I/we don’t go out 2 (2)
Other 5 (4)
Information incomplete 4 (3)

n 80

*Based on those who said that their borrowing had 
had an effect on their families.

The quite wide-ranging ill-effects that resulted from having loans from 
moneylenders are visible here. Overall, there were two general types of 
ill-effect: the strains and tensions placed on people and their 
relationships; the shortages and deprivations that resulted for families, 
which were felt to be especially severe for children. The former effects 
were most common — people felt under pressure about their loans and 
the consequent worry and stress affected their ability to cope and also 
adversely affected their relationships. These effects were manifested 
differently: 18% of people had fights and arguments, 21% felt that their 
families had been put under mental strain and in 6% of cases family 
members had experienced physical ill-health due to the respondents’ 
loans. Six respondents reported that they had attempted suicide because 
of their loans. The tension that some people lived in because of the scale 
of their indebtedness was almost palpable, fearing a knock at the door, 
bills in the post, etc.

There was also a very big concern about the effects on children — either 
because they had to do without certain things or because the responding 
parent felt that she or he took the pressure felt out on the children. 
Mothers especially voiced such concerns about the effects on their 
children. The following is a very vivid example of how things can get 
too much for the borrower:

The kids might be looking for money to go somewhere and do 
you know what I would do? I would scream at them and throw 
the loan books at them and say: ‘Where do you think I’m going
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to get the money?’. My 13 year old son was so concerned that 
he asked me could we sit down and talk about it. 1 just snapped 
at him to mind his own business. I think I went through a 
nervous breakdown without realising it. (Deserted wife, aged 
50, 4 children aged from 21 to 13)

Deprivations were also identified as an outcome of indebtedness by 30% 
of respondents: either their children had to go without certain things or 
there were general shortages in the family.

In 7% of cases, the borrowing had precipitated a major family crisis, 
most often a marriage breakdown. Although this was not widespread, it 
suggests the need for intervention with and support for certain families 
indebted to moneylenders. It is interesting to note that research in 
America has identified a clear relationship between marital dissolution 
and lower socio-economic status.(3) These findings also concur with 
those from research in Britain which identified five main types of 
problem resulting from serious debt: mental problems; social withdrawal; 
physical ailments; marital problems; family problems.(4)

Would people borrow again from a moneylender? The sample was fairly 
evenly divided on this. People’s reasons for borrowing again from a 
moneylender were very straightforward: they would have no other source 
of credit. This again underlines how essential borrowing from 
moneylenders was for many of those interviewed.

The reasons given for not borrowing again are equally interesting:

Table 6.9 Reasons Why Respondents 
Would Not Borrow Again 
from a Moneylender if They 
Had a Choice*

Reasons % n

Bad experience 29 (15)
Can’t afford it 24 (12)
Can do without now 14 (7)
Got alternative credit 8 (4)
Other 4 (2)
No detail 21 (11)

n 51

*Based on those who said that they would not 
borrow again from a moneylender.

The ‘costs’ associated with borrowing from moneylenders are evident 
from these data: 29% of these respondents said that they would not
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borrow again from this source if they had a choice because their 
experience of moneylenders had been so negative, while a further 24% 
said that they could not afford to borrow again from this source. A fifth 
of the sample who were no longer dependent on moneylenders, either 
because they had got their finances in order or because they had found 
an alternative source of credit, also said that they would not borrow 
again.

6.5 OVERVIEW
The main issue to emerge here is that credit from moneylenders is a very 
expensive form of credit, whether it is measured in terms of the flat rate 
of interest or the APR (annual percentage rate of charge). While 
moneylending as a form of collected credit has certain residual costs 
(e.g., travelling), it is hard to justify the high cost of at least half of the 
loans in the study. However, the high level of arrears suggests that 
moneylending as a form of credit may have higher risks than 
conventional credit. What made moneylending credit very expensive 
when compared with other credit was the fact that loans were typically of 
short duration with interest charged on the principal for the full term of 
the loan. Only 4% of all loans in the study had a flat rate of interest 
below the limit (39%) which the legislation states may be deemed 
excessive.

A related issue is that most borrowers had no idea of what their loans 
were costing them. There were two main reasons for this: the 
transactions were often quite difficult to follow and moneylenders 
typically recorded only scanty details of the loan on repayment books. 
This raises again the question of borrower information, and in particular 
whether people were given sufficient information to comply with the 
legislation (which stipulates that for each loan the borrower is entitled to 
a written record of the principal lent, the date on which the loan was 
agreed and the rate of interest charged). There was evidence that the law 
was not complied with in this regard. Usually, their need of the money, 
their lack of other sources of credit and whether the repayment could be 
made from their weekly income dominated the respondents’ decision to 
borrow from a moneylender.

Thirdly, arrears were widespread: over half of all loans and 46% of 
respondents were in arrears at the time of study. The average arrears per 
borrower was £82. Obviously, people found it difficult to repay their 
loans to moneylenders and in fact the loans increased their long-term 
indebtedness rather than improving their financial situation.

A fourth issue is that variation among moneylenders continues to emerge. 
For instance, the reported reaction of the moneylenders to a missed 
payment varied. Strong negative reactions predominated but were not

77



perhaps as widespread as is commonly assumed: in 33% of cases 
moneylenders were reported to have reacted to a missed payment with 
anger or annoyance, threatening adverse consequences for the borrower. 
Fear of these moneylenders was quite high and some people appeared to 
have been intimidated. In contrast, in about 26% of cases, a missed 
repayment was reported to have been accepted by the moneylender 
without hassle or intimidation. These findings suggest that moneylenders 
are not a homogeneous group.

The final issue raised by these findings is that having loans from 
moneylenders places much pressure on people. The vast majority (88%) 
of respondents felt unable to manage their loans at the time of interview. 
There were two main kinds of pressure: financial and emotional. The 
degree of financial pressure felt by the borrowers is understandable when 
one considers the proportion of their incomes that go to meet loan 
repayments: for most people between 10% and 30% of the net household 
weekly income. Secondly, there was great emotional pressure: all except 
4% felt very negatively about being indebted to moneylenders, and 
worry, fear and embarrassment were widespread. Forty per cent of 
people said that they were actually afraid of their moneylender, a fear 
that was founded on experience in 50% of cases. Their families were 
also reported to have been affected, either through stresses and strains or 
because of the shortages that resulted from overindebtedness. Women felt 
especially guilty about the effects on their children. In 7 cases, the 
borrowing had reportedly precipitated a major family crisis such as a 
marriage or health breakdown. These findings challenge the conventional 
assumption that indebtedness is the result of a wilful refusal to pay. All 
of the evidence from the study suggests that social as well as financial 
costs attach to borrowing from moneylenders and that borrowers pay a 
high price for credit from this source.
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Chapter Seven

INCOME AND
SPENDING
PATTERNS

~jr ~W" aving examined the extent of indebtedness and arrears, this 
chapter places the respondents ’ debts in the context of their 

f jt income and expenditure patterns. Its main intent is to show the 
JL JL financial background within which recourse to moneylending 
occurs. Respondents ’ sources and levels of income are first described. 
Then, we look at how they managed their money, focusing particularly 
on routine items and the level of difficulty associated with them. To 
conclude, the chapter identifies the sources of financial help that 
respondents called on.

7.1 INCOME PATTERNS
7.1.1 Sources of Income
The main source of income in the respondents’ households varied little 
(Table 2.5). All but 15 were dependent on social welfare, mainly 
Unemployment Assistance. The remainder were households dependent on 
either a wage (10), a private pension (3) or maintenance from a husband 
(2).

7.1.2 Levels of Income in Respondents’ Households
As with most studies, information on incomes proved difficult to gather 
and to unravel. As regards its analysis, the major decision concerned the 
equivalence scale to be used for adult and child dependants. The
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following equivalence scale was used: 1 for the primary earner/claimant, 
0.7 for each additional adult and 0.5 for each child.1 Overall, the data 
requires the usual qualification with regard to validity: accurate and 
comprehensive information on income is very hard to get and, while 
there is no evidence to suggest that relevant details were withheld, the 
information on incomes in the following table should be treated with 
caution.

Table 7.1 Per Capita Net Weekly Income 
in Respondents ’ Households

£ % n

<25 14 (14)
25.01 - 30 29 (28)
30.01 - 35 26 (26)
35.01 - 40 19 (19)
40.01 - 50 8 (8)

>50 4 (4)

n 99

The lowest per capita income known was £20.66 while £67 was the 
highest. The average was £32.65 which is very low when compared with 
the latest results from the ESRI survey that 10% of households lived on 
weekly incomes below that level.(1) This suggests that the respondents 
were among the very poor in Ireland. Over 60% were living on reported 
levels of income below the lowest social welfare payment (i.e., SWA or 
the rural rate of Unemployment Assistance which at the time of study 
was £34 a week for a single person). Some people were on extremely 
low incomes: 21 had a per capita weekly income of £26 or less. 
Respondents who were dependent on social welfare were living on the 
lowest incomes. There were gender differences also: women in the 
sample had lower levels of income than men. The poorest families were 
those with the largest numbers of children.

The following extract from the interviews gives an indication of what 
these levels of income meant for people:

I’m paid my social welfare on Friday, my biggest problem is 
providing food from Tuesday to Thursday. Look at my son there, 
he only has one pair of jeans. He has to wash them and dry 
them straight away and put them back on then.

1 This equivalence scale was chosen because it was the main one used by the Economic and 
Social Research Institute in their national study of income distribution and poverty. The scales 
used by the Department of Social Welfare vary across schemes; the average being 0.65 for an 
adult dependant and 0.23 for a child dependant.
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Given these low levels of income what were people’s expenditure 
patterns?

7.2 EXPENDITURE PATTERNS
7.2.1 Purchasing Difficulties
When asked a general question about whether they found it difficult to 
make ends meet, only 4 respondents said that they did not. Of these 4, 3 
had jobs and 1 was living on an old age pension.

What did people find difficult? Table 7.2 overleaf gives an idea of the 
reported level of difficulty associated with a wide range of items and 
occasions.2 The greatest difficulty was associated with the (leisure) 
activities of having a holiday and socialising. Over 90% of respondents 
found each of these very difficult and in fact most did not have a holiday 
or socialise because they could not afford to. Other expenditures with 
which people had great difficulty were buying clothes for themselves and 
the other adults in the family, buying a television licence, provisions and 
presents for Christmas and getting furniture. Again, many people simply 
could not afford these items: for instance, a fifth of people were waiting 
to go to court on charges of having an unlicensed television. Yet, the 
following quotation gives an idea of how important television can be:

All that I live for is the TV. The children give out about this. I 
say ‘you have your friends on the street, I have no-one except 
the TV’.

Similarly, very few people in the sample bought new clothes for 
themselves — they either bought their clothes second-hand, got cast-offs 
from a relative, neighbour or friend or managed with what they had. 
Evason found in Northen Ireland in 1980 that clothing was the 
commodity that families felt most short of: 66% of the lowest income 
group said that they lacked some children’s clothes.(2) She argued that 
there was a consistent relationship between debt and level of income.

About two-thirds of respondents found it very difficult to buy food — the 
most essential of purchases. Similarly, children’s clothes, also essential, 
posed great difficulty for 79% of respondents. Overall, income poverty 
was widespread among the respondent population.

2 It is important to note that these data do not refer to the frequency with which the respondents 
purchased the items or engaged in the activities listed. Rather, the data outline the degree of 
difficulty they had experienced with these items/activities.
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Table 7.2 Level of Difficulty Associated with the Purchase 
of Certain Items

Very Fairly A little Easy Not
Difficult Difficult Difficult Applic.

Item % n % n % n % n % n n
Children’s clothes 79 (77) 9 (9) 4 (4) 4 (4) 4 (4) 98
Adults’ clothes 87 (85) 5 (5) 2 (2) 6 (6) — — 98
School uniforms 57 (56) 8 (8) 6 (6) 6 (6) 23 (22) 98
Furniture 83 (81) 4 (4) 3 (3) 5 (5) 5 (5) 98
Bedclothes 70 (69) 7 (7) 6 (6) 13 (12) 4 (4) 98
Medical bills 13 (12) 3 (3) 1 (1) 4 (4) 79 (78) 98
Fuel
Communion/

68 (67) 16 (15) 8 (8) 6 (6) 2 (2) 98

Confirmation 61 (60) 7 (7) 1 (1) 6 (6) 25 (24) 98
Funerals 27 (26) 3 (3) — — 3 (3) 67 (66) 98
Birthdays 66 (65) 10 (10) 6 (6) 18 (17) — — 98
Christmas 85 (83) 8 (8) 2 (2) 5 (5) — — 98
TV licence 87 (85) 6 (6) 3 (3) 3 (3) 1 (1) 98
Food 65 (64) 18 (17) 10 (10) 6 (6) 1 (1) 98
Flolidays 95 (93) 2 (2) 2 (2) 1 (1) — — 98
Socialising money 93 (91) 1 (1) 4 (4) 2 (2) — — 98

When asked specifically about which items they found most difficult, the 
ESB, children’s clothes and rent emerged as the most difficult. Food 
figured prominently as the second most difficult item.

Replies here related closely to income: those who reported greatest 
difficulty were on the lowest levels of income; they also had the largest 
numbers of children. The replies also give some indication of people’s 
lifestyle, although the question was not asked specifically for this 
purpose. If people find it very difficult to meet the cost of an item or 
activity, they are unlikely to be able to buy or engage in it, unless it is 
essential. This means, for example, that the respondents are unlikely to 
take holidays, to socialise, to have a television licence, to be able to 
celebrate Christmas, to buy clothes for themselves or to buy furniture.

The respondents’ need to borrow was structural, i.e., it resulted from 
long-term inadequacy of income. An additional problem is that low 
income itself often increases costs. For instance, people on low incomes 
cannot afford to shop around or to travel for cheaper prices. In the same 
way, they cannot buy in bulk and they are often forced to rely on local 
shops which are likely to be more expensive and to have less variety of 
goods on offer.

Child Benefit was of enormous significance in respondents’ financial 
affairs. It was often the only extra payment that the households got and,
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as the following table shows, was a fundamental part of the household’s 
budgeting pattern.

Table 7.3 Typical Expenditure of Child 
Benefit

Use % n

Routine bills only 50 (44)
Combination (bills, food, clothes) 21 09)
Food only 18 (16)
Clothes only 4 (4)
Moneylenders and bills 4 (4)
Other 3 (3)

n 90

Child Benefit was spent on essentials by practically all respondents, 
mainly to pay bills for services such as ESB, coal, and rent. It was also 
used quite frequently to buy food and sometimes clothes, especially for 
the children. There was little evidence that it was used to pay 
moneylenders specifically but some respondents did use their Child 
Benefit to make up shortfalls in their main income left by their 
repayments to moneylenders.

7.2.2 Service Arrears
How did people manage their regular household and fuel payments and 
how often did they experience difficulty? Respondents appeared to have 
persistent problems with these payments judging from the data in Table 
7.4. The ESB and rent caused greatest difficulty. Paying for electricity

Table 7.4 Degree and Frequency of Difficulty 
Experienced by Respondents in 
Paying ESB, Gas, Rent and Mortgage

Frequency ESB Gas Rent Mortgage

% n % n % n % n
Always 80 (79) 9 (9) 61 (60) 5 (5)
Once/twice year 13 (13) 2 (2) 7 (7) 1 0)
Rarely 3 (3) 2 (2) 6 (6) 0 —

Never 3 (3) 10 (10) 19 (19) 0 —

Incomplete info. 0 — 0 — 1 (1) 0 —

Not applicable 1 (1) 77 (76) 6 (6) 94 (93)
n 99 99 99 99
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was particularly difficult: 80% of respondents said that they always had 
problems paying their ESB bill. While the size of the bill is obviously of 
significance, ability to pay is also affected by billing procedures and 
practices. In the case of the ESB, the fact that bills are issued on a bi
monthly basis increased respondents’ difficulty in paying. As mentioned 
earlier, people had a better chance of meeting weekly bills because that 
was the basis on which they received and spent their income.

Rent was also said to cause problems for most people: only about a fifth 
said that they had no problems with rent payments while 61% said that 
they always found it difficult to pay the rent. Even though rents in local 
authority houses are based on a means test (the Differential Rents 
Scheme), the fact that they still gave rise to arrears raises doubts about 
the assessment procedure. A major source of difficulty for respondents 
was caused by the failure to synchronise rent collection with the payment 
of social welfare. In many areas, the rent day is Tuesday or Wednesday, 
5 to 6 days after people received their last social welfare payment.

Arrears were very common: 70 respondents had arrears on the ESB and 
59 of the 75 who were renting/purchasing from the local authorities had 
rent arrears. In only about 50% of these cases was it possible to get 
information on the size of arrears. This information showed that the 
arrears were quite large: most people owed at least £100 to both the ESB 
and local authorities. The largest known amounts owed in each instance 
was £300 to the ESB and £1,000 for rent.

It is hard to assess the degree of difficulty associated with paying for 
both gas and mortgage because of the small number of respondents who 
had either of these expenses.

Given their very low incomes, the findings consistently indicated that 
many people could not, rather than would not, pay. The following 
extract from an interview illustrates this:

It s only a case of deciding what not to pay — there’s never 
enough to pay everything. Each week we let different things go 
— we let them go until we absolutely have to pay, for example, 
the coalman stops delivering.

7.2.3 Consequences of Not Paying Bills
What were the consequences when respondents could not pay their bills? 
As Table 7.5 shows, respondents had experienced a variety of 
consequences or outcomes having failed to pay the main household bills. 
The data also give an idea of the severity of respondents’ debts. When 
set beside the data in Tables 3.1 and 3.2 (on the extent of arrears in the 
local authorities, the ESB and other service providers), they suggest that
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the respondents were among the minority of consumers with serious debt 
problems. A third of the respondents for instance had had their electricity 
supply disconnected in the past.

Table 7.5 Consequences Experienced by
Respondents When They Were Unable 
to Pay an ESB or Gas Bill, the Rent 
or the Mortgage*

Consequences ESB Gas Rent Mortgage

% n % n % n % n
Arrears alone 
Warning notice 
re disconnection/

51 (49) 31 (4) 49 (36) 83 (5)

eviction
Disconnection/

14 (13) 8 (1) 27 (19) 17 0)

eviction 33 (31) 53 (7) 1 (1) — —

Taken to court 
Demand for

— --- — — 15 (11) — —

lump sum — — — — 4 (3) - —

Other 2 (2) 8 (1) 4 (3) — —

n 95 13 73 6

*Based on those who experienced difficulty in repaying each 
of these bills.

There appeared to be a number of different stages in the process of 
dealing with debts. The most basic was where arrears were accumulated 
— this was the most widely experienced outcome of being unable to pay 
any of the 4 bills mentioned. Next, there was the warning stage, where 
indebted consumers or tenants were informed of and warned about the 
consequences of not settling their arrears: eviction for mortgage and rent 
arrears; a disconnection notice for ESB and gas arrears. A quarter of all 
respondents who were behind on their rent payments had received such 
notices as had 14% of those who owed arrears to the ESB. There was a 
third stage in rent arrears: 15% of respondents with rent arrears had 
been taken to court in order to force them to pay or to get a court order 
to evict them. The final stage was where people either had their supply 
disconnected or were evicted. Disconnection of gas and electricity 
supplies was the most widely experienced of this type of consequence: 
54% of respondents with arrears on their gas bill had been disconnected 
as had a third of respondents with ESB arrears. Just 1 person had been 
evicted. The fear that is associated with being in arrears on services 
should not be underestimated: living in dread of being cut off, the worry
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of eviction or even a court appearance. The following quote from a 
respondent gives some idea of this:

I look forward all day to Saturday and Sunday because I can’t get
any post on these days. The only post I get is bills and court orders.
I dread coming down in the morning and seeing letters there.

One woman with arrears on her ESB told of how she could not rest until 
after noon each day, because the ESB always does the disconnections in 
her area before 12.

So what arrangements were made to pay arrears? People seemed to get 
the necessary money in different ways as Table 7.6 shows. Most 
respondents had made specific arrangements to pay off their arrears.
Only about 10% of those with arrears on the 4 bills at the time of study 
had not reached agreement with the creditor about clearing their debts. In 
most cases where arrears were being dealt with, the service provider had 
taken the initiative in making contact with the consumer or the tenant to 
renegotiate the debt and reach an agreement on how much was to be paid 
back regularly. The form of the agreement was fairly similar across 
suppliers — the most common practice was to agree on a regular weekly 
payment, a portion of which was for arrears and the other portion being 
based on regular consumption levels.

Table 7.6 How Respondents Were Paying Off 
Arrears

Method ESB Gas Rent Mortgage

% n % n % n % n
Increased 
repayments paid 
from unchanged 
income 14 (13) 15 (2) 42 (31) 17 (1)
Loan from 
moneylender 24 (22) 14 (10) 32 (2)
SWA 32 (30) 8 (1) — — 17 (1)
No specific 
arrangements 
made yet 8 (8) 15 (2) 14 (10) 17 (1)
Credit union loan 7 (7) 8 (1) 7 (5) — —

St. Vincent de 
Paul/Other charity •3 (3) 8 (1) 4 (3) 17 0)
Borrow from 
family 1 (1) 8 (1) 4 (3) _ _
Other 7 (7) 30 (4) 5 (4) — —

No details 4 (4) 8 (1) 10 (7) — —

n 95 13 73 6
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Most people were paying their arrears by an addition to their incomes, 
either from a loan, through the Supplementary Welfare Allowance 
scheme, the Society of St. Vincent de Paul or a family member. Apart 
from those for rent, arrears were not normally paid out of existing 
incomes. The moneylender was the most frequent source of extra money 
to pay arrears, confirming that people borrowed from moneylenders to 
pay off very routine expenses and indeed that they had few other ways of 
obtaining the necessary money. The SWA was also extremely important, 
however, in providing partial payment of ESB arrears. Loans from a 
credit union also figured as a way of paying off arrears. Where loans 
were taken out, the arrears were usually paid in lump sums.

7.3 NETWORKS OF SUPPORT
Who could the respondents call on when they needed help?

7.3.1 Sources of Support
There were two key sources of support for the respondents: the Society 
of St. Vincent de Paul (or other local charity) and the SWA. Recourse to 
both was widespread: 86% of respondents had sought help from the 
Society of St. Vincent de Paul while 82% had applied to the SWA for 
financial assistance. In effect, these sources of help were vital lifelines to 
most of the respondents. The frequency of receiving assistance from each 
of these two possible sources of help was as follows:

Table 7.7 Frequency of Receiving
Assistance from the Society of 
St. Vincent de Paul and the 
SWA*

St. Vincent 
de Paul

SWA

Frequency % n % n
Weekly 24 (19) 3 (2)
Monthly 19 (15) 9 (7)
Bi-monthly 13 (11) 37 (28)
Yearly - at least once 29 (23) 41 (31)
One visit only 15 (12) 11 (8)

n 80 76

*Based on those who had received help from each 
source.
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About half of the respondents regularly received assistance from either or 
both the SWA or the Society of St. Vincent de Paul, i.e., at least once 
every 2 months. Of the two, the Society of St. Vincent de Paul (along with 
the Cork Sick Poor Society) was the more frequently used. However, the 
pattern of assistance differed between the two: the Society tended to give 
small amounts on a regular basis whereas the SWA gave larger amounts 
less frequently. Such levels of assistance are very high, even considering 
that some of the respondents were referred for study by each of these 
sources. In fact, when source of referral was taken into account, a high 
usage of each source persisted. These data underline again the inadequacy 
of many mainline social welfare payments and, given current levels of 
payment, suggest that these two sources of additional support are essential.

The frequency of seeking assistance from each source gives a good idea of 
the type of assistance sought and made available. Of those 80 who received 
assistance from the Society of St. Vincent de Paul, 66 (i.e., 83%) received 
aid in the form of money while the remainder received goods (mainly 
clothes, shoes and fuel). All of the help received from the SWA (76 cases) 
on the other hand was financial in nature. The main type of assistance 
obtained from the SWA was a contribution towards the ESB bill, £15 - £20 
per bill in some areas. This varied a good deal from area to area, however. 
The main reported reason for seeking help from the Society of St. Vincent 
de Paul was to pay loans, debts and arrears. Some help was also sought for 
ESB and food costs.

Family and friends were a very significant source of help for respondents 
also. Forty-six of the 99 respondents got regular or occasional assistance 
from members of their family or friends, mainly in the form of money but 
sometimes items of food and clothing were also exchanged. Of the 46, 22 
received help regularly from their family and friends while the remainder 
received this type of help occasionally. The help that was received 
regularly was quite significant: II people received a weekly loan from 
their family/friends of up to £10 while a further 10 received weekly help 
from family or friends to the value of between £15 and £20. These were 
mainly ‘floats’ which were paid back when social welfare was received.

Relatives were more important than friends in providing help and mothers 
and sisters gave the most help. Twenty-four people received help 
occasionally from their family or friends, usually a loan towards the 
purchase of once-off items.

7.4 OVERVIEW OF HOUSEHOLD INCOME NEEDS AND 
MONEY MANAGEMENT PRACTICES

7.4.1 Need of Credit from Moneylenders
Putting together all of the information on the household income, spending
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and borrowing patterns, it was possible to derive a composite picture of 
respondents’ dependence on credit from moneylenders. There were four 
types of borrower among the sample: the very dependent borrower (42); 
the formerly heavy borrower (23); the twice yearly borrower (22) and 
the once a year borrower (12). Each had a different type of dependence 
on credit from the moneylender.

The very dependent borrowers, of which there were 42 in the sample, 
could not manage on their existing incomes. They were usually broke 
either during or immediately after the weekend (having received their 
payment on Thursday or Friday). They were permanently dependent on 
credit from the moneylender (and usually other sources as well). While 
their situation was worsened by their loan repayments, they simply could 
not manage without the additional income got from loans. Thus, the 
loans were not themselves the root of the problem (although they did not 
help); it was inadequate income. These people also made regular 
recourse to the SWA and the Society of St. Vincent de Paul and they 
also got help from their family and friends on a fairly regular basis.
They almost always had difficulty buying food and they sometimes took 
out loans for food if they had to make other payments that week. Their 
finances were in crisis. Most very dependent borrowers had large 
numbers of children, all except 2 were dependent on social welfare and a 
higher than average proportion were women rearing children on their 
own.

The second group, the formerly heavy borrowers, were victims of 
changed or problem circumstances. These had either borrowed in better 
times and were now trying to repay their loans on a much reduced 
income (mainly because of unemployment) or their borrowing was 
precipitated by a problem of some kind, such as an alcohol or gambling 
addiction by another family member. These 23 respondents would have 
had enough income to get by were it not for their debts. Their 
dependence on credit was not as heavy as those in the former group.
With the benefit of hindsight their borrowing could be said to have been 
unwise.

The third group, the twice yearly borrowers, could manage on a weekly 
basis but were forced to borrow every 4 or 5 months to meet fairly 
routine living expenses. They could afford food and other basic 
household expenses out of their regular income. Special occasions (such 
as a Communion or Confirmation) or an extra large ESB bill for instance 
pushed them into debt.

Finally, there was the 12 once a year borrowers. Their income position 
was the best of all. Yet, they still needed moneylending credit about once 
a year. For these, it was a major family occasion or maybe even 
Christmas that made them borrow. These respondents were most likely to 
be in (low paid) employment.
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Different factors underlied borrowing patterns; consequently, different 
remedies will be necessary. For the very dependent borrower, a 
substantial addition to regular income is needed along with help with 
budget management. The formerly heavy borrower needs either a lump 
sum to clear off the oustanding debts, or to have them rescheduled. 
Specialist social work intervention may also be needed by these families. 
For the third and fourth types of borrower, a relatively modest 
occasional, perhaps quarterly, addition to income is needed, something 
that would help tide them over the bigger expenses that occur in all 
households from time to time. These expenses are closely related to the 
needs of children and they are also influenced by the time of the year. In 
winter, for instance, an extra large ESB bill may push these types of 
household into debt with a moneylender, even when they also get help 
through the SWA. Once into this cycle of debt it is hard for people to 
escape from it because they have so little surplus income.

7.4.2 Budgeting and Money Management Patterns
Over 90% of respondents said that they budgeted their income. Clearly, 
there was a concern about money management among the sample. Of 
those who budgeted, three-quarters allocated their money primarily to 
essential items such as food and other necessary bills. When asked about 
their budgeting priorities, 90% referred only to food and other household 
essentials such as rent and ESB. Twenty-two per cent of these included 
the moneylender in their replies. Clearly, little or no money was 
allocated to non-essential items in the respondents’ households. The 
general picture was of households seeking to budget by prioritising the 
purchase of essential items.

Inadequate income was not the whole story, however. On the basis of a 
review of their income and-expenditure patterns, 28 households had 
money management problems. There were three sub-groups here. In 14 
cases, the problems were caused by unshared income within the 
household, usually the husband retaining money for drinking, gambling 
or other purpose. In 8 cases, money management practices were poor 
because the household did not have the skills required to survive on their 
low incomes. Thirdly, there were 6 cases where the family’s 
circumstances had changed dramatically and they could not adjust to or 
accommodate the sudden drop in their current incomes. Additional 
income, while significantly improving their situation, may not be a 
sufficient response. Some money management skills are also needed. Yet, 
even this may not be enough. The data here points to inequitable 
distribution of income within some families and raises serious questions 
about the practice of making social welfare payments for the family to 
the male.
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7.5 OVERVIEW
The issue of income adequacy emerges throughout this chapter. Very low 
incomes and careful spending patterns characterised the majority of the 
sample. Families with dependent children were in the worst financial 
situation. The respondents gave many compelling examples of how their 
low level of income affected their lifestyles. A review of their budgeting 
priorities clearly indicated that money management was not the main 
problem. Even the most basic purchases, like food and rent, were said to 
create difficulties. Holidays and socialising, if they cost money, were 
generally out of the question. Two-thirds of respondents said that they 
found it difficult to buy food, and most also had difficulty buying clothes 
for the children. The poverty of people’s lifestyles was illustrated again 
and again by these data.

The second issue to emerge was the high extent of arrears on basic 
household services: 70 people were in arrears on their ESB and 59 owed 
back rent at the time of study. Thirty-one people had had their electricity 
supply disconnected in the past, 11 had been taken to court for rent 
arrears and 7 had had their gas disconnected. Methods of billing and 
collection for public services are particularly critical to the avoidance of 
arrears in the light of these findings. Door-to-door collections suit people 
best. Yet, Dublin Corporation has discontinued door-to-door collection of 
rent and the stated reason for this — robberies — makes it highly likely 
that they will be discontinued in other areas as well. The timing of 
service payments is also important. Greater synchronising of the timing 
of service bills with social welfare payments is certainly needed. Early 
and more personalised intervention in cases of arrears is important also. 
In addition, service providers seem to place excessive reliance on 
impersonal methods of debt recovery (e.g., letters, courts). In some local 
authorities in Great Britain, full-time debt officers are employed to 
oversee arrears and to advise people on how to manage their repayments. 
As far as is known, only in Cork County Borough Council is there a 
similar post in Ireland: a part-time Settlements Officer. The Housing 
Welfare Officers who are attached to the larger local authorities may also 
have a role here.

A third issue to emerge was the respondents’ dependence on other 
sources of financial help. In fact, the Society of St. Vincent de Paul, the 
SWA and family/friends were vital lifelines and Child Benefit was 
enormously significant in helping to make ends meet. Many respondents 
continually needed and used one or a number of these financial support 
systems to survive.

Fourthly, their incomes were the key to the respondents’ dependence on 
moneylenders. There were four types of dependence. First, there were 
the very dependent borrowers who, comprising 43% of the sample, 
borrowed to survive. These respondents used moneylenders as part of 
their week-to-week survival, to purchase food and other basic necessities.

92



Paradoxically, their use of moneylending credit only worsened their long
term budgeting situation, creating a cycle of dependence on the 
moneylender. The second type of borrower borrowed because of special 
circumstances, such as a move to a new house, or unemployment or due 
to a gambling, alcohol or other problem. The third and fourth groups 
were people who had a less pressing need of moneylending credit; some 
on a twice a year basis, others less frequently for a big family occasion 
or perhaps for Christmas. Given that there are different types of 
dependence on moneylenders, no single solution will be enough to deal 
with the problem. Additional income is needed either in the form of 
increased rates of payment or additional payments relating to the needs of 
children. However, the fact that income was not shared fairly by the 
husband in 14 cases questions the practice of making family social 
welfare payments to the husband. Separate payments, while desirable in 
these cases, is not a sufficient response either because the wife then 
receives only the adult dependant part of the payment. Consequently, the 
situation of women in families dependent on social welfare needs to be 
critically reviewed. In a limited number of cases, money management 
skills and debt counselling may help people to adjust to their current low 
levels of income.
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Chapter Eight

r /llL
OVERVIEW 
AND
RECOMMENDATIONS

his chapter draws the findings of the study together. The main 
conclusions from the research will first be outlined. The second 
part of the chapter sets out the policy recommendations that 
arise from the findings.

8.1 MAIN FINDINGS AND OVERVIEW
The study’s findings challenge many popular myths both about people on 
low incomes and about moneylenders. The stereotype of the poor as 
spendthrifts, who waste their money on luxuries and have to borrow 
from moneylenders as a result, is challenged by the research findings. 
Similarly, it is not the case that all moneylenders mistreat their clients as 
their portrayal by the popular press would suggest. Nor is it true that 
people on low incomes either borrow carelessly or for reasons that others 
might judge to be wrong.

There are seven key findings from the study; they set the context within 
which moneylending should be viewed.

1. Many moneylenders in the study operated in a very irregular 
way and many moneylending practices were not in the interests 
of the borrower.

2. The costs, both financial and social, of credit from 
moneylenders were very high.
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3. The moneylenders operated largely without scrutiny and were 
subject to none of the accountability mechanisms of other forms 
of credit.

4. Credit for the low-income families in the study was very 
different to conventional credit in its sources, the reasons for its 
use and how it was paid for.

5. Income inadequacy was widespread and was at the root of most 
people’s borrowing from moneylenders.

6. Indebtedness was very high. The respondents owed money not 
only to moneylenders but for state services such as electricity 
and housing and also to financial institutions.

7. Moneylenders were used because they were often the only 
credit option available, because they were accessible and easy 
to use and because there was a tradition of borrowing from 
moneylenders among the respondents’ family, friends or in their 
neighbourhoods.

A central conclusion of the study is that moneylending could be a useful 
service for low income groups if its shortcomings were addressed. As a 
form of credit it has certain advantages which suit people on low 
incomes, principally that repayments are weekly and collected. None of 
the other forms of credit have these two features. Rather than proscribing 
it therefore, its operation should be controlled by legislation and stringent 
monitoring.

8.1.1 The Irregular Nature of the Money lending Business
Moneylending was found to operate in a very irregular way. Officially, 
there is a register of moneylenders which in July 1988 contained 127 
licensed moneylenders. However, on the basis of the evidence from this 
study, which found 96 different moneylenders among the 99 respondents, 
this seriously underestimates the number of moneylenders who are 
operating. The study found that for every 1 licensed moneylender there 
were at least 3 who were unlicensed. Consequently, a good deal of the 
moneylending activity went on outside the law. It proved very difficult to 
get full information on the 96 lenders involved in the study. The fact that 
such a detailed and carefully planned study experienced this difficulty 
indicates that a high level of secrecy surrounds moneylending. The 
situation was complicated by the fact that moneylending credit was 
sometimes offered in the guise of some other service. For example, 23 
of the moneylenders were calling to respondents’ homes in another 
selling capacity (e.g., clothes, household goods, bread) and 3 were 
calling in another collecting capacity (e.g., TV rentals).

96



Secondly, the level of client information about the loans and the lenders 
was very poor. For instance, for only 17% of loans did the borrower 
know the full name of the lender and the collector. It may be difficult to 
believe but a large number of respondents did not really know from 
whom they were borrowing. Books or record cards often did not contain 
the name of the lender.

Moneylending credit was irregular, thirdly, because of its informality. 
There was little evidence of formal criteria of credit worthiness being 
applied consistently. Because the borrower usually needed the money 
urgently, most moneylenders were in a position of power over their 
clients, a power that could be exploited. There was evidence of three 
ways in which some moneylenders exploited this power. First, in the 
very high rates at which the money was lent. Secondly, in the fact that 
people did not normally have full information about the costs of their 
loans, the sources, etc. Finally, a third of people reported that they had 
been intimidated and harassed by their moneylender when they ran into 
arrears on their loan.

There were some differences in the practices of licensed and unlicensed 
moneylenders. However, these were not consistent. While unlicensed 
moneylenders were more likely to engage in irregular practices, a licence 
was no guarantee against unsatisfactory treatment of clients. Overall, it 
must be said that the moneylenders were not and should not be treated as 
a homogeneous group.

A fourth irregularity about moneylending was that it was a highly 
variable and complex form of credit. For example, over 70% of all loans 
in the study had altered from when they were originally taken out. This 
was mainly because of ‘top-ups’ — where people took out a new loan 
before the original one was cleared, part of which then went to pay off 
the first loan — or because loans had to be renegotiated due to arrears. 
When loans were ‘topped-up’, the borrower was charged interest on the 
full sum even though up to 40% would have been retained by the 
moneylender to clear off the original loan. In reality, most loans from 
moneylenders, their size and terms and conditions changed often. Credit 
from moneylenders was rolling credit: it was used by people not on a 
once-off but on a fairly continuous basis.

8.1.2 Borrowing from Moneylenders Was at a High Cost
While most respondents had no idea of the true cost of their loans, credit 
from moneylenders in fact turned out to be a very expensive form of 
credit when the APRs (annual percentage rate of charge) were compared 
with those for other types of credit. Although the rates varied widely, the 
most common charge was an APR of between 210% and 288%. To 
compare this with the cost of other forms of credit, a typical mortgage of
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£25,000 repaid over 20 years has an APR of 9.1%, while the APR for a 
loan of £200 from a bank repaid over one year is 14.7% and a credit 
union account in which the interest is 1 % a month on the outstanding 
balance has an APR of 12.6%. Quite a sizable number of loans (14%) 
from moneylenders had APRs in excess of 500%. The weekly repayment 
usually included a calling charge, typically 50p on a £100 loan. The 
calling charge was generally derived on the basis of 10% of the sum 
borrowed. This was not adjusted for increasing size of loan so on larger 
loans it could be quite expensive: up to £1.50 per call on a loan of £300. 
While moneylending by virtue of its labour and travel intensive nature is 
more expensive than other forms of credit, the very high charges that we 
found for many loans could not be justified on the basis of costs arising 
from the nature of the business.

Another measure of the high financial cost of this form of credit was the 
high proportion of income that was absorbed by repayments: most 
respondents were repaying between 10% and 30% of their net household 
weekly income to moneylenders. Relatedly, their loans created financial 
difficulties for people: the vast majority (88%) felt unable to manage 
their loans at the time of interview.

Borrowing from moneylenders had other than financial costs; these were 
the social costs. About half of all the respondents were in fear of their 
moneylenders and a third reported that they had been subjected to 
intimidation or harassment. There were other emotional costs as well. 
For instance, over 40% felt very bad about being indebted to 
moneylenders and a further 15% felt angry with themselves for having 
got involved. Feelings of embarrassment and stigma about the debts to 
moneylenders were also widespread. Findings like these challenge the 
conventional assumption that indebtedness is a result of a wilful refusal 
to pay. The respondents in this study paid a high price for their inability 
to pay their debts and for having to turn to moneylenders.

Nor were the negative consequences of borrowing confined to the 
borrowers themselves — their families were also reported to have been 
affected, either through stresses and strains or because of food and other 
shortages that resulted from indebtedness. Among the effects reported 
among families were fights and arguments, sometimes leading to physical 
and mental ill-health, children suffering deprivations and the increased 
tension of their parents. Women felt especially guilty about the effects on 
their children. To a very real extent moneylending was a woman’s 
problem. Given that in most homes it was the woman who managed the 
finances, it was she also who bore the worry of the loans. In 7 cases, the 
borrowing had reportedly precipitated a major family crisis such as a 
marriage breakdown or serious ill-health.
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8.1.3 Little Scrutiny of Moneylenders
There were few identifiable sanctions operating on moneylenders. While 
there is a licensing procedure, the legislation sets out few guidelines for 
moneylenders’ operations. In addition, clients or recipients of the service, 
frequently a brake on unorthodox practices, exercised little sanction over 
moneylenders because of their lack of information about their legal rights 
and their dependence on the moneylender for credit. The legislation is 
both old and quite rudimentary. In practice, many moneylenders are not 
accountable under the law because of a reluctance among clients to give 
evidence against them. In addition, moneylenders are largely outside the 
remit of the credit control and consumer protection authorities, and 
consequently do not have the same obligations as other lenders. In 
addition, very few of them — 30 out of the 127 licensed — are affiliated 
to the professional body (Consumer Credit Association). Nobody knows 
how many people are indebted to moneylenders and no statistics or other 
information are kept and available on their practices. They and their 
clients are largely hidden from view.

8.1.4 Uniqueness of Credit for Low-income Families
The use of credit by the low income families in this study was quite 
unlike conventional credit in

— the reasons why it was sought

— the sources

— the way it was paid for.

The low income respondents in the study borrowed for reasons that were 
quite different from those of most others in society. They borrowed to 
survive; if not to buy food, then to maintain very basic services for their 
households, such as electricity or heating, or to be able to cope with 
family occasions such as Christmas, Holy Communion or Confirmation. 
Compare this with conventional credit which is used mainly to achieve a 
better consumer lifestyle, such as to buy a home or a car, to take a 
holiday or other leisure activity.

Credit among the low income respondents was different secondly because 
of its sources. One of the most consistent findings to emerge from this 
study was the fact that the respondents did not have easy access to 
sources of credit other than money lending; they certainly had reduced 
access to the credit sources that are taken for granted, e.g., banks, credit 
unions, building societies. Exclusion from conventional credit emerged as 
one of the hallmarks of being on low income. Banks and to a lesser 
extent credit unions were not an option for most people in the study 
because they had no savings or collateral. Also, they found financial
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institutions very formal and off-putting. It is in this light that their use of 
moneylenders should be seen. If one needs credit and has little chance of 
getting it from other sources, then recourse to moneylenders makes sense 
(at one level at any rate).

The third factor that set credit among low income people apart from con
ventional credit was how it was paid for. Normally, people are in a 
position to divert a proportion of their surplus income to meet debt repay
ments; they have borrowed on the basis of present income and future 
earning capacity. The households in this study were different because most 
borrowed on the basis of ongoing inadequate income. Hence, all that could 
be diverted to meet repayments was money that would otherwise be spent 
on food and other essentials. There was no other choice.

8.1.5 Income Inadequacy
Poverty was widespread among the study population. Analysis of the 
respondents’ income and spending patterns found almost no evidence of 
mis-spending or unwise purchasing decisions. In truth, most people’s 
incomes were insufficient to cover even basic costs of living. The sample 
is likely to have comprised people from the lowest income sector in 
Ireland in that the average per capita income was £32.65 a week. The 
differences in the sample were really between the poor and the very 
poor, rather than between the poor and the non-poor.

A profile of the respondents’ borrowing and financial situation revealed 
that the population contained four groupings:

— the very dependent borrowers (43% of the sample) who needed 
credit to survive. They were usually people with large numbers 
of children, dependent long-term on social welfare (mainly un
employment and single parent) payments. They were typically in 
a deficit budgeting situation — their income was insufficient to 
meet their outgoings on a weekly basis. For these, moneylending 
credit was a form of crisis management as they sought to control 
their numerous debts. While their position was worsened by their 
debts, their financial situation would have been very bad 
anyway.

— the formerly heavy borrower whose current income position was 
seriously worsened by their former borrowing. These people 
either had borrowed in better times and, their income position 
having disimproved, found themselves unable to pay off their 
debts, or their borrowing was precipitated by a problem of some 
kind such as a gambling or alcohol addiction. There were 23 
respondents in this position and they could be said with hindsight 
to have borrowed unwisely. They probably would have been able 
to manage their finances were it not for their debt repayments.
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— the twice yearly borrowers who could manage week to week on 
their incomes but were forced to borrow to cover periodic 
household costs such as electricity bills in winter, a Holy 
Communion or Confirmation. This too was a case of insufficient 
income, although on a 4 to 5 monthly basis. These people could 
manage to get by but only with some credit.

— the once a year borrower who could manage from month to 
month but needed to use credit for large goods or a major family 
event such as a wedding or death. These people were in the best 
financial position in the sample and they were the least 
dependent on credit. They were most likely to be working.

There were two over-riding findings from this part of the analysis: 
people’s low income rather than their high spending determined their 
indebtedness and their dependence on credit; all of the respondents 
needed access to credit either on a regular or occasional basis. Thus, 
their need for credit was a reality and their recourse to moneylenders 
was quite a rational choice given this need and their lack of alternative 
sources of credit. Impoverishment was not a result of borrowing in most 
cases, although people’s financial situation was not helped by their 
indebtedness. Rather, low income forced most people to borrow in the 
first place.

8.1.6 High Indebtedness
The respondents owed a lot of money. Most were indebted not only to 
moneylenders but to the ESB and the local authority for rent. The 
average indebtedness to moneylenders was £346. Thirty-nine respondents 
had loans from other sources as well as moneylenders: these had 
borrowed in better times and now owed an average of £911 to finance 
houses, credit unions, banks, etc. Repayments to moneylenders absorbed 
between 10% and 30% of respondents’ net household weekly incomes. 
Their indebtedness was structural in that it was caused by their inability 
to meet their outgoings on their income.

Indebtedness to moneylenders seemed to be a relatively permanent 
feature of their lives. Not only had there been a persistent pattern of 
borrowing over the previous 2 years but most took out at least 2 loans 
from moneylenders a year. As outlined above, the most numerous 
grouping in the sample comprised those 42 who depended on credit from 
moneylenders to survive. The remainder had a lower dependence on 
moneylenders but they still needed credit from them. The presence of 
large numbers of children was closely associated with high indebtedness; 
large families were almost always the worst off. The marital status of 
their parents was quite an important factor also, however: women rearing 
families on their own were generally in a worse financial position than 
married couples.
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Arrears were a permanent feature of people’s lives. Over half of all loans 
from moneylenders were in arrears at the time of study. This suggests that 
money lending may be a high risk form of credit for the lender. Seventy- 
four respondents had current arrears on their ESB bill and 59 had rent 
arrears. The latter two sources of arrears should be noted since they are 
arrears to the state: in fact at least 15% of loans from moneylenders were 
taken out specifically to pay the ESB and monies owed to other statutory 
sources.

People needed certain support networks to keep going. These included the 
Supplementary Welfare Allowance and the Society of St. Vincent de Paul. 
Family and friends were also a significant source of help on an ongoing 
basis, mainly in providing ‘floats’ — small loans to tide people over until 
pay day. Thus, while income from the state was the respondents’ 
mainstay, it was regularly supplemented by other, informal networks of 
support.

8.1.7 Moneylenders the Only Credit Option
The respondents turned to moneylenders in the context of few alternative 
sources of credit, the easy and fairly ready availability of credit from this 
source and an established pattern of using this form of credit among their 
family and friends.

Most respondents would be considered poor risks for conventional credit 
— their low incomes combined with their very poor chances of gaining 
employment and their high indebtedness effectively debarred them from 
credit from banks and other financial institutions, whatever about credit 
unions. Consequently, borrowing and the use of moneylenders were 
synonymous for most people in the study. There was a real sense also in 
which credit from moneylenders suited the needs of respondents better 
than conventional credit. The accessibility and ready availability of credit 
from moneylenders were key benefits — one could get it almost 
immediately and without security or collateral (and as most people were 
borrowing in a crisis they needed the money immediately); it was often 
offered (so an evaluation or assessment process which can frequently be 
degrading for people on low incomes was unnecessary); it was available 
and collected weekly on the borrower’s own doorstep (which meant that it 
could be fitted into a weekly budget and that one did not have to go to an 
unfamiliar, formal location and deal with strangers). Given these kinds of 
characteristics, conventional credit does not offer serious competition to 
the moneylender among low income groups. The lower cost of other types 
of credit, while a major advantage for most borrowers, is not of great 
significance to the low income borrower because a) she or he frequently 
does not have sufficient information to evaluate the true costs of different 
types of credit; b) the need is frequently so great that it over-rides a 
consideration of the costs of credit in the short-term.
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Another reason influencing the use of moneylenders was the the fact that 
it was frequently a tradition among family and/or friends. A strong 
family tradition of using moneylenders, passed on from mother to 
daughter, was present in between 20% to 25% of cases. Personal 
recommendation was a very important part of the process of being 
introduced to moneylenders.

8.2 ISSUES AND POLICY RECOMMENDATIONS
The findings of the study raise major issues of policy and practice. 
Moneylending, it has emerged, relates to issues such as the availability 
and control of consumer credit, money management, debt recovery and 
enforcement procedures, income adequacy and poverty, consumer 
information, family and community support services, etc. Combining the 
seven key findings as outlined above, they subdivide into four broad sets 
of issues:

— income adequacy;

— operation of money lending;

— indebtedness and money management;

— availability of credit for low income groups.

To address these issues, the following sections set out a package of 
proposals relating to policy and practice in a number of areas. Both 
curative and preventive measures are included. These have been 
developed as an integrated set of proposals and should be treated as such; 
there is a danger that if individual policy options are implemented in 
isolation they could worsen the situation. For example, if the controls on 
moneylenders are tightened without making other credit available to low 
income people then credit could be even costlier as more moneylenders 
go further under ground. In developing the proposals, we have been 
conscious that there are three levels at which action to address money- 
lending and related issues can and should take place: the national level, 
the local community level and the individual consumer her/him self.

8.2.1 Income Adequacy
Most people turned to moneylenders because they did not have enough 
money to survive. Consequently, the use of moneylending by low income 
families could be reduced by increasing their income levels, provided 
certain safeguards are built in. While the sample for the study was very 
small, it clearly indicated inadequacy in existing social welfare payments: 
the poorest respondents and those with the greatest reliance on money
lenders were dependent on social welfare payments, particularly un



employment and single parent payments. The number of children was a 
major factor affecting the adequacy of the family’s income. On the basis 
of these findings, four issues are relevant to income inadequacy:

— the social welfare payment rates;
— child-related payments and expenses;

— the Supplementary Welfare Allowance;

— low pay.

8.2.1.1 Rates of Social Welfare
The levels of social welfare payments were clearly inadequate for re
spondents’ needs. In addition, claimants with similar needs received dif
ferent levels of payment, depending on the scheme they were on. People 
on unemployment payments and the basic payments for the SWA were the 
most disadvantaged, notwithstanding the higher proportional increase 
granted in these payments in July of this year. Another anomaly concerns 
the calculation of and rates paid for dependants, both adult and children, in 
the social welfare system. At present the equivalence ratios vary but the 
average is 0.65 of the main payment for an adult dependant. However, the 
increases introduced in July were greater for single than for married 
claimants. The level of the dependant’s rate is crucial in that an increasing 
number of women are claiming and living on this part of the payment in 
their own right (known as separate payments). In this study, the 10 women 
on separate payments were among the poorest in the sample. Another issue 
raised by the findings is the practice of paying the family social welfare 
payment to the husband — in 14 cases the family was forced to rely on the 
moneylender because the husband was not fully sharing the social welfare 
payment with his wife.

Recommendations 1. The rates of social welfare payments should be
raised to the level recommended by the Commission 
on Social Welfare (i.e., between £55 and £65 a 
week for a single person and equivalent changes for 
persons in other living situations). The latest re
search shows that there is now a public consensus 
that such levels of income are needed to avoid 
poverty.(l) An interim increase to £49 for all 
payments should be an immediate step.

2. The position of women who are fully reliant on the 
dependent spouse part of unemployment payments 
should be reviewed as a matter of urgency. In par
ticular, the assumption that the husband is the 
appropriate recipient of the family social welfare 
payment needs to be seriously reviewed.
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8.2.1.2 Payments for Children
The costs of children are now acknowledged to be a major factor pushing 
families into poverty.(2) In addition, an increasing proportion of children 
are reported to be living in poverty.(3) The Commission on Social 
Welfare acknowledged this; as did the 1988 Budget by granting a higher 
rate of increase in the Unemployment Assistance payment rates for 6th 
and subsequent children. While this is a step in the right direction, the 
extent to which the social welfare system makes proper and equal 
provision for children can be seriously questioned. There has been no 
increase in the rates of Child Benefit for the last two years. In addition, 
there are still 20 different rates of payment for children across social 
welfare schemes, and there is no allowance made for the increasing costs 
as children get older.

Recommendations 1. Immediate consideration should be given to
increasing the real value of Child Benefit as a way 
of recognising the additional costs associated with 
bringing up children.

2. The rationalisation and increase of child dependant 
allowances, already begun, needs to be completed.

8.2.1.3 Supplementary Welfare Allowance Scheme
The Supplementary Welfare Allowance scheme proved to be a vital 
lifeline for the respondents. They made frequent recourse to it, especially 
for help with ESB bills and with goods for the home. In the light of 
these findings, the SWA has a central place in any strategy to reduce the 
extent to which low income families turn to moneylenders. Yet the 
adequacy of its current funding is seriously questionable given that most 
of the respondents used moneylenders as well as the SWA. Although it 
cannot ever be a substitute for inadequate social welfare payments, the 
SWA is especially beneficial as a means of targeting those most in need. 
However, along with other means tested schemes, it has a relatively high 
administrative cost. It has some compelling advantages however: it can 
respond speedily to need; it is flexible; and its local base makes it more 
physically accessible and enables it to link into local events and problems 
in a meaningful way.

Certain questions can be raised about the scheme, however. A 
fundamental question is whether those people who regularly receive basic 
payments under the scheme, such as the unemployed on a short-term 
illness and deserted wives who cannot prove their desertion, can and 
should be catered for within mainline provision. Similarly, the use of the 
SWA for ESB costs and rent and mortgage supplements questions the 
adequacy of mainline payments. The Agency is planning to review these
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and other issues in forthcoming research on the SWA. Detailed 
recommendations should await this research.

8.2.1.4 Low Pay
Low pay is another known contributor to poverty, although it must be 
said that the employed respondents in the study were generally better off 
than those who were dependent on social welfare.(4) Within the tax 
structure there is an immediate mechanism available to benefit those on 
low pay: the general tax exemption limit. In the 1988 Budget, the 
exemption limit was increased by £100 for a single person and £200 for 
a married couple, a move estimated by the Government to remove some 
16,000 people from the tax net. However, the savings involved are 
minimal: on average about a £1 a week for a couple. Additionally, tax 
exemption limits could be adjusted for increasing family size — a 
measure with small loss to the Exchequer but of significant gain to the 
large family. The Family Income Supplement (FIS) is an important 
development in trying to combat the problem of low pay. However, 
adjustments need to be made to the scheme to ensure greater adequacy 
and better take-up.

Recommendations 1. Measures to reduce the tax liability of the low paid
should be introduced as a matter of urgency.

2. The workings of FIS should be improved by such 
measures as removing the limit on the maximum 
payment, calculating payments on net rather than 
gross income and providing better information 
about the scheme.

3. The introduction of a statutory minimum wage 
should be considered.

8.2.2 The Operation of Money lending
On the basis of the study’s evidence, there are a number of key problems 
with moneylending and how moneylenders operate. They are:

— the legislation governing moneylending has serious 
shortcomings;

— there is little monitoring of moneylenders’ operations;

— some moneylenders are operating outside the law.
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8.2.2.1 Legislative Shortcomings
The main set of problems relates to the legislation governing 
moneylenders: Moneylenders Acts, 1900 to 1933. There is a number of 
shortcomings in the legislation: the definition of a moneylender is 
unsatisfactory; exorbitant rates of credit are not prohibited; the penalties 
for breaking the law are insufficient; the burden of proof in legal 
proceedings rests with the borrower; only very limited forms of 
harassment are prohibited.

The legislation fails to define money lending specifically, although it does 
specify five exempted categories — pawnbroker, friendly society, 
insurance company, any body corporate exempted by either the 
Department of Industry and Commerce or a special Act of Parliament. 
Moneylending therefore as an activity is ill-defined and it is possible for 
operators to circumvent the legislation by trading under a different title, 
such as clothing supply club, even though operating door-to-door 
collection of repayments. A related problem with the definition of 
moneylenders is that the legislation fails to exclude those operating other 
door-to-door collection services, e.g., TV rental, insurance, or selling 
services, e.g., bread, coal.

The cost of credit as prohibited in the legislation is also problematic. 
There is no upper limit on the rate of interest — although rates 
exceeding a 39% flat rate of interest per annum are not enforceable in 
civil proceedings. Some control of interest rates needs to be introduced 
by legislation. Neither does the legislation specifically prohibit deposit or 
collection charges, except charges incurred in the negotiation or granting 
of the loan. Currently, collection (to the value of approximately 10% of 
the sum lent) and other charges are used to increase the return from 
moneylending.

The penalties for breaking the law, being out of date, are insufficient. 
The maximum fine is £100 and fines as low as £20 are also possible. 
Fines of this size are not a real deterrent today.

Despite the findings of the present study, few cases are known to have 
been brought against a moneylender by debtors claiming that the interest 
charged was excessive or the transaction harsh and unconscionable. The 
law places the onus of proof fully on the debtor. This is problematic in 
that almost all respondents in this study were unaware of their rights 
under the law and, secondly, few were in a position to bring a case 
against the moneylender. Information from the Gardai confirms that one 
of the greatest difficulties they experience is finding clients who are 
willing to give evidence against their moneylender. The legislation in 
Britain puts the onus on the creditor to disprove allegations of 
‘extortionate’ credit, although the person making the allegations must 
provide sufficient evidence to support them. A change of this nature is 
favoured for Ireland.
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With regard to collection, the only form of harassment that is prohibited by 
the legislation is calling to the borrower’s place of employment or calling on 
Sundays and on certain holidays. This needs to be extended to include 
threats, repeated calling (more than twice a week) and the use of offensive 
language.

Given the serious inadequacies in the current operation of moneylending, 
very far-reaching changes need to be introduced. It is difficult, however, to 
select the most appropriate means to effect the necessary changes. Certain 
fundamental questions need to be answered such as: is it desirable to outlaw 
moneylenders altogether?; if very strict legislation is introduced will it push 
moneylending further under ground, or force licensed operators to cease 
lending to low income groups?

Obviously, any changes must be introduced with great care and with the 
welfare of low income groups to the fore. It is desirable to maximise rather 
than reduce the available sources of credit and to protect the consumer 
against unfavourable credit arrangements rather than to curtail people’s 
credit choices. A central conclusion of the study is that money lending could 
be a useful service for low income groups and that as a form of credit it has 
certain advantages, principally that repayments are weekly and collected.
For these reasons, moneylending should not be proscribed but its use should 
be strictly controlled by legislation and carefully monitored by the relevant 
authorities.

Recommendations In conjunction with the implementation of the EC 
Consumer Credit Directive (to be implemented by 
January 1990), new legislation should be introduced 
which would:

1. define as moneylending collected credit for cash, 
cheque or goods lending;

2. deem money lending in excess of a maximum rate 
a criminal offence and control the imposition of 
collection or deposit charges by integrating them 
into the rate of interest. An operating rate of 
interest should be set by the Minister for Industry 
and Commerce;

3. make the provision of information to the 
borrower on the terms of the loan agreement 
automatic and at no cost to the borrower. This 
should include information on the principal, the 
amount of interest, the flat rate of interest per 
annum, APR, where relevant the cost price of 
goods, and the amount and number of re
payments;
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4. compel the lender to indicate in all business 
documentation his/her full name and address, the 
name of the collector if appropriate, the number 
of and year the licence was issued. Full details to 
be noted on the book or record of all repayments;

5. oblige moneylenders to keep full and accurate 
accounts of all loans given, including the terms of 
each as specified in 3 above, and to make these 
accounts available for inspection as required;

6. prohibit forms of harassment such as threats, 
repeated calling (more than twice a week), and 
the use of offensive language by the moneylender 
and or his/her agent;

7. increase penalties for non-compliance, intro
ducing a minimum fine of £1,000 and a gaol 
sentence;

8. place the responsibility on the moneylender to 
prove that a loan agreement neither charges 
excessive interest nor is harsh and unconscionable 
in the case of a court action by a debtor for relief 
from a credit agreement.

8.2.2.2 Little Monitoring of Moneylenders’ Operations
A second problem arises from the fact that the activities of moneylenders 
are not scrutinised systematically by any statutory authority or agency. At 
present, the granting of a moneylender’s licence is automatic unless the 
moneylender cannot show that he/she is ‘of good character’ and is a ‘person 
of financial stability’ or if evidence is produced showing that he/she is not a 
‘fit and proper person to hold a licence’. This is problematic on two counts. 
First, the criteria for granting the licence are not sufficiently related to how 
the particular moneylender operates and, secondly, there is no obligation on 
the moneylender to produce positive evidence as to why the licence should 
be granted. In addition, under the present legislation, enforcement consists 
largely of the rights of borrowers to sue in court and the rights of 
borrowers, if sued, to claim that the law has been breached by lenders. The 
results of this study, which highlight the dependence of clients on their 
moneylenders and their lack of information on their rights, suggest that 
borrowers are very reluctant to give evidence against moneylenders in court. 
The powers of the Revenue Commissioners (Customs and Excise) in this 
regard are limited to ensuring that moneylenders are licensed.

Recommendations 1. A specific office should be given the responsibility to
monitor and oversee the trading operations of
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moneylenders. The granting or renewal of a 
certificate of authorisation by the courts should be 
contingent on a report from the office on the 
particular applicant’s trading practices. The office 
should have the authority to investigate accounts. It 
should also be a channel for complaints about 
moneylenders’ operations. It is suggested that these 
functions should be assigned to the Office of 
Consumer Affairs and Fair Trade and that the 
Office receive the necessary additional resources to 
carry out these functions.

2. Consideration should be given as to how the 
presenting of evidence against moneylenders by 
their borrowers could be made easier. The Gardai 
should be more pro-active in initiating proceedings 
also.

8.2.2.3 Moneylenders Are Operating Outside the Law
This study found only 21 of the 96 moneylenders whom it came across 
to be licensed. In addition, there was evidence of irregular practices, 
e.g., very high charges on loans, reported intimidation or harassment of 
about a third of respondents, little if any written documentation on loans. 
The existence of practices such as these underlines the legislative and 
monitoring shortcomings that were outlined above. If implemented, the 
changes suggested should significantly improve the situation. An 
additional safeguard may be self-monitoring by the moneylending 
profession, although there are no guarantees about its effectiveness. The 
Consumer Credit Association has produced a code of practice for 
members. This code makes explicit many of the requirements of the 
Moneylenders Acts and presents guidelines for selling and canvassing, 
complaints, harassment, processing of personal data, credit scoring and 
disciplinary action when the code is breached, and the provision of 
information to the consumer. There are some notable exclusions from it, 
however, which are outlined below. The key improvements that could be 
achieved through a proper code of practice include responsible lending 
practices, sensitive collection methods, identification and sanctioning of 
those operating outside the law, and the employment of collectors of 
good reputation and practice.

Recommendations 1. The Gardai should be resourced to carry out an
intensive campaign to identify and prosecute 
unlicensed moneylenders and those who are 
operating unlawfully. A senior officer should be 
appointed, at both national and regional levels, to
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oversee the enforcement of the law and to circulate 
information about the law in this matter.

2. Efforts by the Consumer Credit Association to 
implement a code of practice for its members are 
to be welcomed. However, a revised code of 
practice should be developed and strictly 
implemented introducing the following:

— control of lending practices, setting a maximum 
loan per borrower, the amount and frequency of 
loans per borrower, rescheduling of loans, 
especially ‘topping-up’;

— control of collection practices including the 
repayment period (minimum and maximum 
number of weeks), maximum proportion of 
income to be absorbed by repayments;

— compliance with the Moneylenders Acts;

— a cooling-off period between loans;

— control of commission rates and terms of 
employment for collectors;

— guidelines for the recruitment, training and 
employment of staff.

8.2.3 Indebtedness and Money Management
The extent of indebtedness among the study population was very high. 
There were two main reasons for this: inadequate incomes and heavy 
borrowing. Even if the levels of income are raised and adjusted as 
recommended above, some people will still need help to reduce their 
level of indebtedness and improve their ability to manage their money. 
There are four appropriate levels of action:

— billing and debt collection practices;

— the prices charged for services;

— debt counselling and general money 
management;

— general public education about credit and debt.
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8.2.3.1 Billing and Debt Collection Practices
As outlined above, most of the respondents’ debts, apart from those to 
moneylenders, were to public sources, primarily the ESB and the local 
authority for rent. Consequently, payments made through the SWA (and 
even from the Society of St. Vincent de Paul) were most often payments 
to other state providers. This draws attention to the fact that the state is 
both creditor and debtor and that quite elaborate procedures exist for the 
state to pay itself.

The study showed that the likelihood of arrears was increased by what 
may appear to be an inconsequential factor — billing practices. Existing 
billing practices, especially bi-monthly billing, were inconsistent with the 
pattern of income and spending that existed in the low income 
households. Since this spending pattern was a weekly and sometimes 
even daily one, coping with bills or payments that were not closely 
synchronised with the receipt of income was experienced as a problem. 
Even the payment of rent was difficult in that the day of payment was 
often distant from the day on which income was received, although it 
was made on a weekly basis. Debt collection practices can also 
exacerbate rather than improve the extent of indebtedness. The 
discontinuance of door-to-door collection of rent is likely to push up 
arrears substantially. In these and other ways, the position of the 
indebted person is worsened by current practices.

These findings concur with those of research in Britain where 
management practices were found to be the key factor influencing the 
extent of arrears recovered.(5) With regard to rent arrears, two kinds of 
help have been found most useful in Britain: 1) early and personal 
intervention so as to facilitate the control and repayment of arrears when 
they are small; 2) comprehensive provision of advice on welfare rights so 
as to ensure that the general position of families is as good as it can be 
under existing provision.(6) Other practices that have been found to be 
associated with lower arrears in Britain include direct collection of the 
rent at the door, the availability of accurate and timely computerised 
information to the officers responsible for managing the arrears, 
incentives to ‘good’ tenants, decentralised housing management and 
frequently available information to tenants on their arrears’ position.(7)

Direct deduction for services from social welfare payments is not a 
satisfactory response to the problem because of its administrative 
complexity and the fact that it is an infringement on recipients’ liberty.

In addition, the appropriateness of some of the debt recovery mechanisms 
are questionable, as is their effectiveness. The suitability of the courts for 
certain types of arrears, such as non-payment of a television licence, is 
questionable. In Britain the Payne Report in 1969 pointed out that a 
strictly judicial approach to the recovery of money owed was not only 
inefficient but also unduly severe to debtors.(8) Recovery rates were low
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and it was difficult to distinguish adequately between the honest and 
dishonest debtor. One way of separating the assessment of liability from 
the administrative task of deciding upon and implementing suitable 
collection arrangements is through an Enforcement Office. Northern 
Ireland is unique in the United Kingdom for having such an office — the 
Enforcement of Judgments Office — set up in 1969.(9) It works in the 
following way. The creditor applies to the Office when a debtor has not 
complied with the court judgment after seven days. When the application 
has been accepted, the debtor is contacted and is required under oath to 
reveal his/her means. Once the Office has adequate information, it will 
decide the best way to recover the debt, through for example an 
instalment order (a weekly or monthly sum that is paid directly to the 
creditor) or an administration order (where the debtor pays a regular sum 
to the Office which then distributes it among the creditors on a pro rata 
basis). If the debtor does not have sufficient means to meet the judgment, 
the Office can issue a certificate of unenforceability. A fee is charged to 
the debtor for the service — 20% on small debts and 10% on larger 
debts (e.g., over £2,000). In 1979, an amendment was introduced which 
allowed the Office to deal directly with a debt without a prior court 
order if there is no dispute between the creditor and the debtor. The 
possibility of setting up such an office should be considered for the 
Republic.

It also became apparent during the course of the study that many 
creditors are in competition with one another to recover their arrears. 
This competition places extra (unnecessary) pressure on the debtor.

Recommendations 1. As a matter of policy there should be early
intervention in all cases of arrears, especially for 
public services. All public services should be 
required to publish statistical returns on their 
arrears, disconnections/evictions and court orders.

2. Service providers, especially public service 
providers, should develop a code of practice for 
dealing with arrears (if they have not already done 
so) which they should make public.

3. The ESB and gas companies should not be allowed 
to disconnect supply until their claims have been 
subject to some form of external scrutiny. 
Disconnection in all cases should be a last rather 
than a first resort.

4. All service providers should attempt to synchronise 
their billing and collection procedures and timing 
with the payment of social welfare. Special efforts
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should be made by local authorities to retain door- 
to-door collection of rents.

5. Easy or instalment methods of payment should be 
an option for all public services. The providers 
should encourage the use of such methods actively 
and widely, devoting particular attention to their 
canvass among low income consumers.

6. The possibility of introducing an independent 
arbiter, such as the Enforcement of Judgments 
Office in Northern Ireland, should be considered. 
This office could combine extensive coercive 
powers with negotiation and fair assessment of the 
debtor’s capacity to pay.

8.2.3.2 Prices Charged for Services
Two main factors influence the capacity to pay for a service: the cost 
and the level of consumption. Electricity is the main service that is 
relevant here in that local authority rents are already differentiated 
according to income by the Differential Rents Scheme. The costs of 
electricity are standardised at 7.5p (i.e., 7.1p+ 5% VAT) per unit for all 
domestic consumers. There are three possible ways in which the pricing 
of the service could be improved for low income groups. First, there 
could be a selective pricing policy for low income consumers, part of 
this could include the removal of VAT from the accounts of low income 
consumers. However, this would be administratively very complex to set 
up and maintain and would have to link into the record system of either 
or both the Revenue Commissioners or the Department of Social Welfare 
to differentiate consumers at different income levels. The second option 
is variation in tariffs or tariff tilting whereby the price is related to the 
level of consumption. Opinion about the advantage of this to low income 
groups is divided. Generally, tariff tilting has been said to be a very 
blunt instrument for (income) redistribution.(10) The third way in which 
low income consumers could be helped with the costs of their electricity 
is by direct or indirect subsidy. A precedent already exists for this in the 
Department of Social Welfare whereby a subsidy to the value of 1,500 
units per year is paid for old age pensioners living alone. The extension 
of such a subsidy for this and other public services to other low income 
groups is considered to be the best option.

There is a role also for consumer information/education on the 
economical use of public services, especially electricity and heating. At 
present, information of this type is limited to brochures and leaflets; 
there is limited active consumer education by the main service providers 
such as the ESB and gas companies.
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Recommendations 1. The main public service providers should consider
ways in which the costs of their services could be 
reduced for low income consumers.

2. The main public service providers should devote 
increased resources to educating consumers on 
economical use of their services.

3. The free electricity, free television and free 
restricted travel provisions should be extended to 
families who are claiming long-term social welfare 
payments. This process has already started with the 
extension of the free fuel allowance to the families 
of the long-term unemployed.

8.2.3.3 Debt Counselling and Money Management
Clearly, an important element in the respondents’ debt problems lay was 
the methods they had adopted to deal with them. Consequently, it may 
also be necessary to change some people’s pattern of debt management 
and use of money.

At present, there is no specialist debt counselling advice service widely 
available in Ireland. A useful model exists in the Money Advice Centres 
in Britain, however. Such centres have grown up very gradually since 
the first was opened in Birmingham in 1971. The service offered 
includes advising debtors about their debts and general money 
management, representing them in court and negotiating on their behalf 
with the creditor to make the fairest settlement possible within the 
debtor’s means. However, the development of money advice services in 
Britain has been fragmentary and very localised. Research in 1986 
identified 100 money advice services, ranging from autonomous specialist 
agencies to single specialist workers employed to back up other types of 
services, e.g., social work, citizens’ advice bureaux, etc.(11)

No known specialist debt counselling service exists in Ireland although 
there is a specialist advice service in financial, taxation, debt and social 
welfare operated on a voluntary basis by FISC (Financial Information 
Services Centre). This is sponsored jointly by the Leinster Society of 
Chartered Accountants and the Dublin Chartered Students Society. FISC 
offers a financial advice service free of charge on a limited availability 
basis in conjunction with 13 local services in Dublin (e.g., community 
information services, social work and health centres, legal advice 
services) and in 6 centres outside of Dublin. The service is provided on a 
voluntary basis by qualified accountants once or twice a month in each 
centre.
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A national money and debt advice service along the lines of the FISC 
service is needed. As well as providing specialist advice directly to clients, 
the service could provide back-up to and take referrals from existing 
community information, social work and other welfare-related services. 
There is also a training need, especially for people already involved with 
debt collection and for those working in a welfare capacity.

Another issue is budgeting and money management. This is a complex 
activity which involves matching financial commitments over time with 
money currently available. Although it was not the major problem, there 
was evidence in 28 cases of problems in managing money. Some families 
needed better information and education on the use of credit and money 
management. The funding for the first time this year by the Department 
of Social Welfare of budgeting courses run by the Society of St. Vincent 
de Paul is a step in the right direction. The Homemaker service run by 
the Eastern Health Board also has an important role to play. They are 
not enough, however. Budgeting is only one aspect of money 
management and the geographical coverage of the services is limited by 
available funding.

Recommendations 1. A limited Money Advice Service should be set up
on a pilot basis. Targeting specific low income 
groups, the service could link closely with the 
existing FISC service. The service would have 
three functions initially. First, to develop and offer 
on a limited pilot basis a direct service to low 
income consumers that includes devising a 
manageable debt repayment plan (on the basis of 
an assessment of their expenditure), negotiation 
with creditors and the provision of support during 
the initial weeks of the repayment plan. The 
second initial function of the service would be to 
develop resource materials to support existing local 
information and social work services. Thirdly, the 
service should work to develop training 
programmes for relevant voluntary and statutory 
personnel. It is suggested that the service should be 
financed by a levy on the financial industry (since 
it is very much in the interests of finance 
institutions) and from Government funds. The 
service could be organised under the auspices of 
the NSSB through its network of Community 
Information Centres.

2. Existing local community services should be 
encouraged to deal with debt and money 
management problems. These services have an 
important role to play in this type of problem and
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there is unlikely to be any stigma attaching to them 
(as may happen with a specialist money advice 
service). In addition, their accessibility and existing 
contact networks are valuable assets.

3. The possibility of employing specialist debt 
counsellors in key services such as the ESB, local 
authorities, social work and debt collection or of 
providing specialist training in debt counselling for 
existing key staff should be encouraged.

4. Resource materials and funds for budgeting courses 
should be made available so that such courses can 
be run on demand by a range of local services and 
community groups.

8.2.3.4 General Public Education about Credit and Debt
On the basis of the study’s findings, low income consumers generally are 
quite uninformed about their rights and obligations in relation to the 
range of credit sources, the costs of credit, the powers of creditors, legal 
procedures and other related areas. The Consumer Information 
(Consumer Credit) Order of 1987, while a welcome development, only 
sets out guidelines governing the true cost of credit for advertisement 
purposes. In addition, the public’s understanding of APR, the measure of 
cost to be quoted in advertisements, may be limited.

There is a need for a specific public education campaign about credit and 
debt. The media and educational facilities have a major role to play in 
this. Some interesting experiments have been tried in Britain. The British 
Educational Council has had a school-based one year course in money 
management running since 1978. Other developments in the early 1980s 
include a £150,000 research programme at Manchester University to look 
at ways of combating economic illiteracy among teenagers, a consumer 
education schools pack sponsored by the Department of Trade and a pilot 
scheme run by the Scottish Money Management Association to 
investigate the teaching of money management in primary and secondary 
schools. (12)

Recommendations 1. The possibility of incorporating debt and general
money management modules into existing primary 
and secondary and other educational syllabi should 
be actively investigated by the Department of 
Education and other education providers.

2. A specific public education campaign on credit and 
debt targeting people on low incomes should be
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run by the Office of Consumer Affairs and Fair 
Trade. The Office should issue a monthly press 
release on the APRs of all types of credit on a one 
year pilot basis. Women should be targeted in all 
education and information campaigns. Such 
campaigns should also include information on 
social welfare rights and entitlements.

8.2.4 Availability of Alternative Credit
A major factor precipitating the respondents’ use of moneylenders was 
the absence of alternative credit options. There are two issues involved 
here: the availability of alternative sources of credit for low income 
families; the availability of low cost credit options.

Because most financial institutions are governed by the profit motive, 
they are unlikely of their own volition to lend widely to low income 
borrowers. While efforts to compel the banks and building societies to 
lend to low income groups are unlikely to achieve much success, the use 
of these financial institutions by low income groups is quite desirable 
because their credit is competitively priced. One way of increasing some 
low income people’s use of these financial institutions is through wage or 
salary payment practices. Trade unions and employers may have a role to 
play here in facilitating the payment of workers either by cheque or 
direct deposit.

Given that the commercial sector is unlikely to provide low cost credit, 
there are two others sectors to which one could look: the statutory sector 
and the community. As regards low cost loans from state sources, some 
consideration was given to the possibility of loans through the social 
welfare system. However, this would be administratively very complex 
(and therefore very expensive) and is no substitute for adequate social 
welfare payments. The community sector appears to be the more likely 
source of low cost credit, through for instance credit unions and those 
friendly societies that give credit. The promotion of the welfare of the 
local community is central to the ethos of credit unions, in contrast with 
the banks and other financial institutions. At present, there appears to be 
considerable variation in local credit unions’ willingness to lend to and 
assist with the problems of low income borrowers.

One of the most successful schemes known is that run by the Lough 
Credit Union in Cork whereby people’s debts are managed once they 
become members of the credit union. The scheme provides for debt 
counselling, debt renegotiation, budgeting advice and savings. Special 
arrangements are made to enable moneylending clients to open accounts 
without having savings. Their debts are managed by the credit union and
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repaid from weekly sums lodged by the account holder. In some cases 
the weekly repayments are supplemented by a local charity. The credit 
union renegotiates the debts with the moneylender and repays them on a 
priority basis. Another similar scheme known is that run by three credit 
unions in Waterford city in conjunction with a special tasks committee 
representing the local conferences of the Society of St. Vincent de Paul. 
The Society guarantees a loan from the credit union to the borrower to 
clear her/his debts. The borrower then repays that loan to the credit 
union, a portion of repayments being allocated to the borrower’s savings 
account. The credit unions involved report that these schemes have 
entailed no loss of revenue but that they are labour intensive. They have 
found that they a) help to inculcate good money management practices, 
b) provide an alternative source of credit, and c) lead to co-operation 
between two community services. This type of development is laudable 
and should be encouraged and facilitated by the League of Credit Unions 
and the Society of St. Vincent de Paul nationally.

The existence and operation of credit unions in low income areas 
deserves special attention. First, given that many low income areas are 
without a credit union, it is suggested that special funding should be 
made available on a two-year pilot basis for the employment of a 
development officer to actively promote the establishment of credit 
unions in low income areas and innovative schemes linking the credit 
union with local services and organisations as described above. Secondly, 
existing credit unions in low income areas should be funded to promote 
local credit union membership and to increase the accessibility of the 
service to the local community, e.g., longer opening hours.

There may be other ways as well in which organisations or services at 
community level can co-operate to reduce costs for low income groups in 
their area. For instance, the possibility of bulk buying of certain services 
or goods and re-using existing goods should be explored by such groups. 
Many possibilities suggest themselves, e.g., the cost of coal or other 
fuels may be significantly reduced by bulk buying. Similarly, the 
purchase of school uniforms and of clothing for Holy Communion and 
Confirmation could be cheaper if they were bought in large quantities. 
The schools have an important role to play here, along with the church 
authorities. It is noteworthy that in some schools, notably fee-paying 
ones, children wear their school uniform for the Confirmation ceremony, 
thereby avoiding unnecessary expenditure on items of clothing which may 
seldom be worn again.

Recommendations 1. Schemes to help indebted members of the public
similar to those currently being operated in 
Waterford and parts of Cork city should be 
encouraged. The League of Credit Unions has a 
major role to play here along with the national 
headquarters of the Society of St. Vincent de Paul.
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The possibility of a special fund being set up by 
the League of Credit Unions, matched £1 for £1 
by funding from the Government, should be 
seriously considered. As well as providing small 
amounts of capital to enable the credit unions to 
expand the type of schemes described above, the 
funds also could be used to advance small loans to 
these members once they have paid off their debts 
in full through the credit union. In this way, low 
income people are helped to avoid the use of 
moneylenders and given an alternative source of 
credit. This fund could be overseen by the Depart
ment of Social Welfare and administered by the 
League of Credit Unions.

2. Special funding should be made available on a two- 
year pilot basis for the employment of a develop
ment officer within the League of Credit Unions 
for low income areas. This post would have two 
key tasks: to promote the establishment of credit 
unions in those low income areas where they do 
not already exist; and to facilitate existing credit 
unions in low income areas to promote credit union 
membership and increase the accessibility of the 
credit union to the local community. Funding for 
these activities should be shared by the League of 
Credit Unions and the National Lottery.

8.3 MONITORING AND IMPLEMENTATION
All the preceding recommendations will need to be monitored over time. 
To further their implementation, the Agency proposes to take two 
immediate steps:

1. To set up a series of meetings with the main 
statutory service providers with a view to 
reviewing the extent and form of indebtedness to 
statutory sources, reviewing existing public debt 
recovery procedures and, in the light of these, 
assessing the efficacy and effectiveness of the 
existing levels and means of income maintenance 
and assistance with debt.

2. To retain the study’s Advisory Committee to 
monitor developments on the recommendations.

In summary, moneylending touches on many issues. Consequently, a 
broad-ranging response is needed. Fundamental to this are measures to
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increase people’s income, thereby reducing their need to borrow from 
moneylenders, especially for necessities. An additional goal must be to 
increase rather than reduce low income people’s credit options, 
recognising that moneylending has certain advantages for low income 
borrowers and that at present it may be their main if not only source of 
credit. However, this study suggests that there are major problems with 
moneylending as it currently operates and that borrowers need to be 
protected from some moneylenders. A major review and overhaul of the 
mechanisms governing moneylending needs to be undertaken as a matter 
of urgency.
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APPENDIX ONE
Members of the Advisory Committee

Name Organisation

Martin Arthur Society of Saint Vincent de Paul

Dick Doyle Waterford Special Tasks Committee

Hugh Frazer Combat Poverty Agency

Denis Holmes Department of Industry and Commerce

John Hynes Department of Social Welfare

Toni Kavanagh Neilstown Family Resource Centre

Shay Langford Association of Community Welfare Officers

Hannah McGrath Ballymun Family Training Centre

Jim Murray Office of Comsumer Affairs and Fair Trade

Brendan Roche Lough Credit Union
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APPENDIX TWO
Summary of the Submission from the Consumer Credit 
Association

The Consumer Credit Association — a representative body for licensed 
moneylenders — presented a submission to the Agency on the operation 
of collected credit in Ireland in June, 1988. The central theme of the 
submission is that there is a role for the ‘legitimate and well-run 
business’ of collected credit in modern consumer society. To this end, 
the submission contains an account of the Consumer Credit Association, 
its code of practice, consumer information being prepared by the 
Association, the rationale for consumer credit and, finally, a response to 
criticisms of moneylenders.

The Consumer Credit Association’s code of practice is modelled on thal, 
used by the British Consumer Credit Association and aims to introduce 
responsible credit lending and to control indebtedness. It is binding on all 
members of the Consumer Credit Association. The code of practice 
contains three principal features:

— procedures legislated for by the Moneylenders Acts;

— guidelines on the recruitment of customers, collection of 
repayments and customer complaints;

— the establishment of an information exchange on customers’ 
borrowing/credit worthiness.

The most detailed aspects of the code relate to selling by telephone, 
complaints procedures, canvassing, harassment, automatic processing of 
personal data, credit scoring and disciplinary action if the code is 
breached.

The submission outlines consumer information that the Consumer Credit 
Association is currently preparing for its clients. Three items are 
mentioned here: a standard loan agreement (this, it states, is already in 
use and obligatory for all Consumer Credit Association members); a 
guide to the loan agreement; and a guide to family budgeting.

The submission also argues the case for collected credit. Noting that 
credit is endemic to consumer society, it states that the ‘unbanked’ (the 
working class and the unemployed) are entitled to avail of this facility 
along with everyone else. Moneylenders provide such a service to this 
category of the population, offering small, unsecured loans with weekly 
collection. The submission contends that moneylenders do not cause 
poverty or over-indebtedness — this results from irresponsible borrowing 
by customers who cannot afford the repayments. The submission also
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challenges several ‘common criticisms’ of consumer credit relating to 
interest charges, collection methods, availability of credit and type of 
client.

The submission concludes by noting the existence of two kinds of 
collected credit. The Consumer Credit Association, it is claimed,
operates ‘legally and ethically a popular and useful service..... on a
licensed and controlled basis’. In contrast, collected credit as provided by 
the unlicensed moneylender and the unscrupulous loanshark is said to be 
both immoral and exploitative and should be prohibited by law.
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