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Recipe for a Killer Paper 
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1. Use your statutory authority to put together a novel 
dataset 



Recipe for a Killer Paper: 
2. Exploit a sharp natural experiment 
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Credit score, relative to threshold 



Recipe for a Killer Paper: 
3. Find convincing and large effects 
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Credit score, relative to threshold 

Probability of exceeding overdraft 
limit, 6-12 months later 



Recipe for a Killer Paper: 
4. Credible crosscheck of identification 
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Recipe for a Killer Paper: 
5. Collect data specific to the question 
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Carefully-targeted survey 

Survey around 
the discontinuity 



Recipe for a Killer Paper: 
6. Supplement objective analysis with subjective data 
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Ask people about their wellbeing: 
 Happiness, anxiety, angst, satisfaction 

Why they took the loan 
What the consequences were 
Whether they regret taking the loan 



Recipe for a Killer Paper: 
7. Use research to guide policy change 
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Results 
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Getting a pay day loan causes: 
More loan applications 
 Credit cards, and especially personal loans 

Changed portfolio of credit products 
 More payday loans (duh!), personal loans 
 Fewer mortgages (and small effects on credit cards) 

More consumer credit 
 Mainly payday loans 
 Personal loans and overdrafts (six months later) 

More missed payments 
 On payday loans 
 On personal loans and overdrafts (six months later) 
 More delinquencies and defaults 



Interpreting the results 
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What is the experiment? 
 Literally: Whether your first payday loan application succeeds 

But many things follow from this 
 Mapping to structural parameters? 
 Mapping to program evaluation? 

Economic interpretation of the results 
 Reveals patterns of complements and substitutes to payday loans 

What are the welfare implications? 
 Benefits: Consumption smoothing 
 Costs: Poor choices 
 The data don’t speak directly to either of these 



Results 
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Getting a pay day loan causes: 
More loan applications 
 Credit cards, and especially personal loans 

Changed portfolio of credit products 
 More payday loans (duh!), personal loans 
 Fewer mortgages (and small effects on credit cards) 

More consumer credit 
 Mainly payday loans 
 Personal loans and overdrafts (six months later) 

More missed payments 
 On payday loans 
 On personal loans and overdrafts (six months later) 
 More delinquencies and defaults 

Trying a new kind of food causes 
Try other new foodstuffs 

Changed portfolio of 
food you eat 

Eat more food 

More food poisoning 

(Or is it: 
More missed meals?  

More free meals?) 



No effects on subjective well-being 
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But these are very low power tests 



Subjective assessments 
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Didn’t Get Payday 
Loan 

Got Payday Loan 

Intended use of Payday loan 
Regular living expenses 47% 54% 
Car repairs 16% 11% 
Luxury spending 16% 19% 
Response to being declined 
Forego consumption 20% 20% 
No substitute available 23% 26% 
Borrow from friends/family 25% 17% 
Need for Loan 
Definitely couldn’t go without 25% 55% 
Possible to go without 47% 33% 
Easily to go without 28% 12% 



Subjective assessments 
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Didn’t Get Payday 
Loan 

Got Payday Loan 

Reflecting on use of payday loan 
Happy with decision 53% 
Regret decision 41% 
Reflecting on being declined 
It was for the best 63% 
Better to have been approved 28% 
Repayments 
Repaid less than expected 5% 
Repaid expected amount 56% 
Repaid more than expected 39% 



Conclusions 
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Careful and convincing empirical work 
 Important policy-relevant issue 
Great paper 
 Still unsure what the right policy conclusion is 
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