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The purpose of the study is to clarify the reasons, conditions, situations and sales practices that 

encourage Latvian residents to use remote or payday loans, explore the experience of consumers in the 

borrowing process and repaying loans.  

Tasks of the study: 

• To identify appropriate research methods 

• To develop a design of the study 

• To ensure a set of samples for the selected methodology 

• To provide field study 

• To perform processing and interpretation of field study data 

• To draw up a part of conclusions and recommendations 

• To participate in at least two public events and present the study results in public and academic 

events 

Definitions: 

Remote loan or payday loan - a loan, for which you can apply remotely - on the Internet, and which is to 

be repaid in one payment.  
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The payday loan industry in the world has developed in a geometrical progression over the past 20 

years, leading to a series of questions about the sustainability and impact of the business model of this 

industry on population's consumption, habits and well-being. The issue of payday loans in scientific 

literature is not a rarity, studies on their impact on purchasing capacity, consumption and the economy 

in general, as well as regulatory frameworks are one of the most topical issues in recent years (Fig. 1).  

 

Figure 1 Research on the impact of borrowing and payday loans in scientific literature1 

 

Much of the research on the effects of payday loans has been carried out in the U.S. because it is 

possible to compare the impact in individual states, where the regulation of this sector is different in 

each case, ranging from completely legal and legal with restrictions, ending with a ban (in Figure 2, the 

U.S. states have been marked in different shades accordingly). Researchers try to explain whether such 

action has a basis and whether payday loans have a real impact on citizens' financial well-being, habits, 

crime, consumption, creditworthiness, etc. (Bhutta, 2014; Bhutta et al., 2015; Cuffe & Gibbs, 2017; Desai 

& Elliehausen, 2017).  

The U.S. debate over payday loans and their impact is continuous, because there are states that change 

their policies occasionally. This, of course, opens up opportunities for media publications and studies to 

find out their impact on consumers. The U.S. media2 is discussing the impact of payday loans on 

consumers through personal experience stories, as well as referring to scientific research carried out. 

However, there are not only unflattering articles in the media, but some articles are attempting to justify the 

existence of the industry, mentioning how important it is for citizens who need to borrow quickly. 

                                                           
1 Compiled by authors 
2  The New York Times - Why Borrowers Use Payday Loans (2013) 
The Washington Post - Payday lending isn’t helping the poor (2016) 
The Washington Post - We can’t get rid of payday loans just because we don’t like them (2016) 
The Washington Post - Want to eliminate payday lending? Raise the minimum wage (2016) 
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Figure 2. U.S. states and payday loans regulation (Bhutta, 2014) 

 

One of the studies that was widely discussed in U.S. media was the study conducted by the PEW 

Charitable Trust in 2013 "Payday Lending in America": How borrowers choose and repay payday loans 

(Abbott et al., 2013). In America, about half of the society has less than $500 savings and payday loans 

are used annually by more than 12 million of residents. The PEW study shows that the average payday 

loan is $375. Americans spend approximately $7.4 billion a year to borrow and on average pay 520$ 

interest per borrower, besides, in the debtor's status, spend an average of five months a year. The PEW 

study found that Americans are happy to choose payday loans to avoid: long-term liabilities; borrowing 

from family and friends; overdraft payments; lifestyle revision and further spending cuts.  

But the repayable amount of the loan is on average more than $400 in two weeks, in contrast to the fact 

that the average borrower can only afford $50. And at the moment borrowers have problems repaying 

payday loan, they are forced to use some of the alternatives they wanted so much to avoid (long-term 

liabilities; borrowing from family and friends; overdraft payments, etc.). 

 

Legal (with restrictions) 
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Banned 
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The study, where demographic data were collected from 33576 respondents, and 703 telephone 

interviews with payday loan borrowers were carried out, 10 focus groups were organized, revealed the 

following key findings: 

• 58% of borrowers have problems repaying their debt in a timely manner; 

• Only 14% of borrowers can afford to repay average payday loan;   

• 78% of borrowers rely solely on information distributed by lenders that loans are safe. Such 

advertising also gives the impression that long-term liabilities do not arise. Moreover, the real price 

of the advertised 375$ borrowing is not know to everybody, but if the credit fails to be returned on 

time, the cost on average is 520$ in five months;  

• While payday loans are advertised as an alternative to credit cards, most payday loan borrowers 

are later forced to pay interest for both services;  

• Some borrowers, by borrowing payday loans, are also forced to choose alternatives they wanted 

to avoid. 41% of borrowers are forced to borrow from relatives and friends, sell or pledge personal 

belongings through other forms of borrowing or through tax returns;  

• Much of the payday loan borrowers come to conflicting conclusions. On the one hand, they 

acknowledge that payday loan lenders are taking advantage of consumers’ pressure and that 

this sector should be more regulated, but at the same time they are relieved that such a service 

is available.  

 

In turn, another study carried out by the PEW in 2014 - Payday Loans in America: Fraud on the Internet, 

looks at harmful practices by borrowing payday loans on the Internet (Bourke, Horowitz, Walter, & 

Roche, 2014). This study looks at the challenges faced by payday loan borrowers on the Internet: 

harassment, threats, use of personal information, etc. A questionnaire was carried out in terms of the 

study, which studied consumer complaints and analysed business behaviour.  

 

The PEW study found that many on-line payday loans use practices that are not in the interest of 

consumers: 

• Many online loans are designed to encourage re-borrowing and long-term debt, such as offering 

a disproportionate period of repayment;  

• 30% of payday loan borrowers have received threats from lenders or debt recovery companies. 

Threats include the disclosure of information about a debt to family members, friends, employer;  

• Unauthorized cash withdrawals, aggressive practices and disclosure of personal information are 

a wide problem in the field of online payday loans. 46% of online borrowers reported 

unauthorized access by lenders to their payment account funds at the expense of overdraft. 

39% reported that their private or financial information was sold to third parties without informing 

them beforehand. 22% reported that they had closed or frozen bank accounts due to loans 

repaid untimely;  
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• 90% of complaints received in Better Business Bureau are directly about online payday loan 

lenders. Most complaints relate to the reasons referred to in the preceding paragraphs; 

• Online payday loans are more expensive than face-to-face payday loans. It is related to the 

higher Proportion of loan non-repayment by online borrowers. 

While the study points to a range of problems, they aren't necessarily attributable to big Internet lenders 

receiving relatively little complaints from consumers. Bigger problems are seen with small lenders that don't 

follow best practices in relationships with their clients and undermine reputation of the entire industry. 

For example, a study published in 2016 on the Arkansas experience shows changes in the behavior of 

100 previous payday loan borrowers seven years after limiting the performance of this industry and 

limiting interest rates (Covington & Johnson, 2016).  

 

The study resulted in four main conclusions: 

• Borrowers are feeling the benefit after the payday loans industry is more regulated, such as they 

pay more attention to personal financial-planning issues; 

• Borrowers want fairer small-loan conditions to cope with their financial woes; 

• Borrowers acknowledge that the payday loans industry is taking advantage of their situation and 

strongly want more strict consumer rights protection; 

• Borrowers are taking advantage of several non-bank borrowing opportunities. 

 

A series of serious publications assess the benefits of payday loans and the well-being of low-income 

citizens, claiming that, paradoxically, payday loans are not helping, for example, paying bills, but on the 

contrary, increasing the prospect of getting into even bigger public payments debts (Bhutta et al., 2015; 

Melzer, 2011). Studies have been carried out that indicate the impact of payday loans on population 

consumption and financial independence. For example, there may be talks about chronic borrowers 

who have gotten into debt addiction and cannot get out of it with their own forces (Stegman & Faris, 

2003).  

Individual studies also point to the payday loan traps that draw loan borrowers into a continuous 

borrowing wheel. What is interesting is the fact that research is also focused on gender behavioural 

differences (Schmitz, 2014). For example, a special group is highlighted – single mothers who borrow not 

only for their own but also the needs of their minor children. Women's active borrowing is also explained by 

pay gap between women and men.  

 

This risk also exists in all countries in the European Union, as a study carried out in 2015 reveals that 

women earn an average 16.3% less than men (Fig. 3).  
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Figure 3. The gender pay gap in the European Union in 2015 (on average proportion of men receive more 

than women)3 

 

In Latvia, this difference is 17%, which gives women a higher probability of borrowing. 

 

Today, payday loans change our perception of the financial sector and traditional banking business. 

Unfortunately, payday loans are a known feature of the society's financial situation. Paradoxically, 

payday loan lenders typically take advantage of the possibility when the financial situation is not at its 

best, and there is some uncertainty about the future. But at the same time, payday loans are the ones 

that can only worsen the financial situation (Gallmeyer & Roberts, 2009). 

Another study also points to the impact of positive payday loans availability, particularly in cases of 

unforeseen events (natural disasters, theft). Of course, insurance is available, but short-term borrowing 

helps offset personal cash flow, thereby mitigating the negative effects on individuals and the potential rise 

in crime levels (Morse, 2011). 

Studies have also been carried out in the United Kingdom on the effects of payday loans and financial 

wellbeing (Szilagyiova, 2015). The payday loans market in the United Kingdom is growing rapidly, from 

                                                           
3  Eurostat 
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£900 million in 2008, to £2.8 billion in 2015. The United Kingdom operates about 90 payday loan 

companies that employ approximately 5,000 people (Edmonds, 2014).  

The global financial crisis was certainly one of the most significant factors for such a rapid spread of 

payday loans in the United Kingdom. A study carried out in 2010 found that most payday loan borrowers 

are with income below £15 499 a year, well below the British average of £24 492 a year, and at the time 

of payday loan taking they already had debts. The questionnaire also shows that despite low incomes, 

there were respondents who characterized their experience with payday loans as positive. This can be 

explained with the fact that these respondents have better self-discipline in their personal finances and their 

planning. However, a large proportion of low-income people has difficulties with financial planning and often 

borrows in several places so that they can return debts, but it results in even bigger financial difficulties. But 

such behavior is explained by the risks that consumers are willing to take in terms of financial hardship. 

(Mishra & Fiddick, 2012)  

The study finds that payday loans are mostly used because other, cheaper alternatives aren't available 

or have already been fully used, such as credit cards and overdrafts. Respondents also acknowledged 

that they are borrowing more often than they need, which is related to lifestyle and entertainment. In 

general, payday loans may be considered a useful source of financial resources to cover their short-term 

liabilities. In the study carried out, the highest proportion was for the age group 26-45 years (53.4%), so it 

could be argued that this generation of productive age should not have problems repaying these 

comparatively small loans. But as a result of the financial crisis and rising unemployment, payday loans 

were no longer merely an alternative to emergency situations: they became a “commonplace” service 

for a large part of people in financial difficulty. Rapid loan companies are known to be available to 

residents with poor credit history, and thus a problem of irresponsible lending appears to lead 

borrowers to even more debt.  

According to the United Kingdom government report of 2014, 52% of payday loan borrowers had 

problems with loans, 38% had problems with a credit rating and 10% were visited by loan recovery 

companies. Statistics show that of all payday loans issued in 2011, about 28% had extended maturity 

repayments at least once, 5% - at least four times, representing a total of more than 50% of total payday 

loans turnover. 

An example of Australia also points to a series of issues relating to the payday loans industry (Banks, 

Marston, Russell, & Karger, 2015). The study reflected that payday loans are taken not only for 

emergencies but also for everyday needs, thereby becoming a requested service. The study also 

highlights the problem with payday loan borrowers borrowing not only regularly but being unable to 

repay the loan, re-extending it and even taking multiple loans at the same time. 

A series of studies highlight a major problem in the field of payday loans, rather than delayed payments, 

but re-borrowing (with high costs)! In a recent experiment, researchers tried to clarify the effects of 

honesty on loan repayment and understand, why individuals have problems with payday loan 

repayment (Bhanot, 2017). The reasons for delaying loan repayments may be different – dishonesty, 

forgetfulness, lack of motivation. Social scientists argue that a simple promise can have a significant impact 

on the borrower's behavior, better disciplining the borrower. For the experiment, researchers collaborated 

with the LendUp online payday loan company and conducted an experiment with 4883 first payday loan 

borrowers. The target group was divided into four sub-groups: 1) without a promise to repay the loan; 2) 



11 
 

signing the prepared promise to repay the loan; 3) rewriting the text of the proposed promise and signing it; 

4) by recording its promise and signing it. Additionally, the possibility of reminding or not reminding the 

borrower of his bid shortly before the maturity of the loan repayment deadline was included. The results of 

the analysis showed that the promise had a minimal impact on the loan repayment. Similarly, there also 

appeared to be reminders of the promises made. This allows the conclusion that those who cannot repay 

loans in a timely manner are not unfair and it is not linked to their behaviour patterns, but with their really 

poor financial situation and inability to repay on time. 

The results of this study lead to the assessment of the liability of the payday loan companies and the 

extent, to which the solvency of borrowers is assessed. The examples and situations dealt with are once 

again raising the question of the degree of regulation of the payday loan industry and whether 

consumer education and financial literacy are at a sufficient level to be able to defend their interests. 

The issue of the payday loan industry regulation and the public financial literacy is also up to date in 

Latvia, the insights of which are seen in the next chapter of this study. 
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There is a peculiar model of private financial management in Latvia – the turnover of payday loan 

companies is growing very rapidly, but the accumulation culture of population remains at very low 

levels. This could have a range of different reasons. Low savings in part of society are explained by low 

income, which prevents any kind of savings from being made. For example, about 35 thousand or 4.4% of 

Latvian employers receive a minimum wage per month. The most working people in our country receive a 

wage between €300 and €500 a month - 26.7% of employers with income. A salary between €700 and 

€1,000 a month - 19.7%, respectively, but between €500 and €700 a month - 15.8%4. 

But more noticeable is a trend that is not confined to the income of the population, but for lifestyles and 

spending habits. In Latvia, people are inclined to spend money that has not yet been earned or will never 

be earned and the requirements for consumption and quality of life exceed income. Payday loan 

companies also encourage people in their ads to this type of behaviour - they can always borrow if 

necessary.  

From an economic point of view, spending all income is not a wrong approach because every euro earned 

in a short period of time returns to the economy through consumption. This, of course, contributes to 

economic growth because consumption is a part of gross domestic product. Moreover, inflation does not 

undermine the value of money being spent as quickly as possible. Without making large savings, 

consumers are maximizing their validity by buying as much goods and services as possible. But extremes 

can pay costly. Savings always creates the necessary airbag, but certainly at a certain expense of life 

comfort. It is therefore necessary to calculate the extent to which the comfort of human life is affected if 

there are no savings and it is necessary to turn to payday loan lenders. 

The first, which felt the impact of payday loans on its performance indicators, was commercial banks. 

Particularly, in the post-crisis period, when commercial banks became more cautious in issuing loans (Fig. 

4).  

 

                                                           
4 The Central Statistical Bureau of the Republic of Latvia 
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Figure 4. Assets of Latvian commercial banks, loans issued and retained earnings/losses of the reporting 

year 2008. – in 2015 million €5 

If there is no apparent impact on total assets, the non-distributed profit/loss figures of the reporting year led 

banks to take a very serious review of their policies on their activities in the market. If, in 2008, the 

commercial banking sector operated with a profit of €85.5 million, then in the next - 2009, the operating 

losses of commercial banks reached a mark of 1.1 billion. Of course, with a rapid review of its activities, the 

performance of commercial banks improved and, in 2012, Latvian commercial banks returned to a profit of 

€174 million. However, attention should be paid to the amount of loans issued by commercial banks (Fig. 

4), which started to fall sharply from €20 billion in 2010 and fell below the €15 billion mark in 2014 and 

2015, or a 28% drop. 

However, residents in Latvia still needed financial resources in the post-crisis period, enabling payday 

loan companies to increase their issued loans amount (Fig. 5). 

 

Figure 5. Total loan portfolio of non-bank lenders (EUR million)6,7 

 

Looking at the structure of the non-bank sector from a new issued loan structure by type, there is an 

increase in the popularity of remote or payday loans (Fig. 6). In the non-bank sector, there is an 

increasing proportion of direct remote loans, which accounted for 40% in 2016, pointing to the 

increasing business of payday loan companies in the market, attracting new clients and encouraging 

borrowing. According to data published by the Consumer Rights Protection Centre, the average newly 

issued remote loan has increased in recent years (in 2014 EUR 182,31; in 2015 EUR 218,34; in 2016 – 

EUR 251,51), showing a change in consumer needs and habits. 

                                                           
5  http://www.lka.org.lv/lv/statistika/aktivi.html 
6  http://www.lafpa.lv/lv/nozares-dati/nebanku-aizdeveji/ 
7 http://www.ptac.gov.lv/lv/content/statistika-par-nebanku-kreditesanas-sektoru 



15 
 

 

Figure 6. Newly issued non-bank sector loans by type of loan8 

 

One of the issued loan quality indicators by the non-bank sector is the time of repayment of the credit, 

without delay or with delays. If with delays, then how long they are. In general, loans issued by the non-

bank sector are more than 85% of cases repaid in time, but remote or payday loans stand out with an 

indicator of around 70% (Fig. 7). It can be said that the situation is gradually improving, as there were 

around 64% of the loans issued in 2013 without repayment, but loans issued with repayment delays over 

180 days remained significant and accounted for around 17% of all borrowers in recent years, which, of 

course, leads to a look at the disadvantages of this type of loan and the impact on consumer private 

finances.  

 

                                                           
8  http://www.ptac.gov.lv/lv/content/statistika-par-nebanku-kreditesanas-sektoru 
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Figure 7 Quality of loans issued in non-bank sector (on the left) and payday loans (on the right)9 

 

In order to better understand the culture and habits of Latvian residents’ savings, large Latvian 

commercial banks engaged in public opinion and market studies to find out important issues for them as 

well. The most extensive available research results are available for Swedbank and Nordea. For example, 

the Swedbank Institute of Finance10 claims that Latvians are planning the family budget in the short 

term, often lacking money for all spending.  

Although most Latvian residents are regularly planning their finances (55%), while another third (34%) do 

so according to the need, the family budget planning horizon is short in Latvia, according to study data from 

the Swedbank Institute of Finance. People most often (69%) plan the family budget within one month not to 

miss money for regular payments and emergency spending. But the long-term view is relatively for the 

smaller part of the population, who are thinking of both savings airbag and future spending. This is also 

confirmed by the fact that nearly half or 49% of the population in the event of an unexpected situation in the 

event of loss of regular household income would be able to maintain the normal standard of living for not 

more than a month. 

In the context of budgetary planning, the citizens of the Baltic States are surprisingly united – the majority of 

people living in Lithuania and Estonia recognise that money-related issues are planned regularly (61% and 

56%, respectively). According to the study data, younger people turn to planning less, more frequently 

planning according to the need, but by increasing age, the proportion of people who plan their finances 

regularly is increasing. Major practitioners of regular planning are retired persons (67%) and citizens with 

                                                           
9  http://www.ptac.gov.lv/lv/content/statistika-par-nebanku-kreditesanas-sektoru 
10  https://www.swedbank.lv/private/home/more/newsandblog/news# 
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average income (60%). Interestingly, the form of relationship between spouses introduces certain 

adjustments, namely, couples living in marriage compared to couples who live with a partner, focusing 

more frequently on financial planning. 

The main objective of budget planning in all three Baltic States is unchanged - not to lack money for 

regular payments and emergency spending (lists 69% of Latvian, 62% of Lithuanian and 57% of Estonian 

residents). In Latvia and Estonia, the next most important aspect of money planning is accumulation of 

savings’ airbag (41% in Latvia and 47% in Estonia), as well as the possibility of higher purchases (33% and 

38%, respectively). In turn, for the citizens of Lithuania it seems more important to be safe about the future, 

with confidence that household finances are carefully controlled (it is recognized by 37% of respondents in 

Lithuania in contrast to 21% in Latvia and 20% in Estonia). 

“Although most of the population plans a family budget, however, we see that the view is oriented in the 

short-term. Our research data show that three out of ten households have experienced a situation in the 

past year when with monthly income it was not enough to cover the regular expenses required for daily life. 

But planning a family budget should be able to avoid such situations. In view of the increasing technological 

developments that make different purchases and payments automate and almost imperceptible, focus on 

spending control and budget planning is becoming increasingly important. In addition, technological 

development times can be used by facilitating their daily life, namely, where possible, the processing of 

data and leaving their collection to technology, thus, saving time and making the planning process more 

comfortable," says Evija Kropa, an expert at Swedbank Institute of Finance. 

However, it must be recognised that most of the planning is perceived as an estimated monitoring of 

income and expenditure flows without a detailed plan (47% of Latvian, 52% of Estonian and 61% of 

Lithuanian residents). Only a small part indicates that it carefully accounts for all monthly expenses and 

regularly tracks the use of income (13% in Latvia and Lithuania, 16% in Estonia). In addition, planning is 

usually done in the head, without any notes or special software or applications; such a method is 

dominated in all three Baltic States (52% in Latvia, 57% in Estonia and 68% in Lithuania). It is remarkable 

that Latvians, compared with neighbouring countries, demonstrate a more thorough approach to the 

financial planning process, more frequently use their own budget accounting system is in writing on paper 

or electronically (45% in Latvia in contrast to 39% in Estonia and 38% in Lithuania). 

“Financial planning is not limited to knowing positions of income and basic spending, but a number of 

actions that help to make informed decisions and achieve its both short-term and long-term objectives. 

Often, personal finances tend to be lax, with roughly following spending and “flowing through the stream,” 

or patronising too little money that is not even worth planning - it is recognised by every fourth resident in all 

Baltic states. However, the action should be the opposite: the less money we have, the more careful 

planning is necessary, says Evija Kropa. 

Asked about how income and expenditure controls are organised in the family, in Latvia and Lithuania are 

most commonly received answers that the spouses have a family budget created (45% in Lithuania and 

39% in Latvia). It is interesting that the separation of partners' income is commonly practised in Estonia by 

agreement on certain categories of expenditure for which each is responsible (indicated by 35% of 

respondents). Also a third of Latvians and Lithuanians hold to such a model. It is remarkable that, in most 

cases, women are the ones who make decisions on how to spend money for everyday needs; while with a 
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spouse it is jointly decided on how to accumulate or invest free funds and how money for bigger purchases 

should be spent. 

The survey carried out by Nordea11 in the Baltic States on personal finances, savings and investments 

reflects the need for accumulating savings to ensure financial security in the future. Results in Latvia 

show that, while losing its income, 23% of respondents would not be able to cover daily spending at all, 

while 5% would be able to cover less than a month, but 20% up to one month's expenses (Fig. 8). 

 

                                                           
11  http://www.nordea.lv/Par%2bNordea/Par%2bNordea/Mediju%2btelpa/23052017/1782192.html 
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Figure 8. Attitude and knowledge of investments in the Baltic States12 

The survey clearly shows understanding of the importance of accumulating savings. In Latvia, 73% of 

respondents certainly or rather agree that long-term savings are worth creating. Even more than that, 84% 

of respondents point out that it is important for them to create savings for the future and 77% agree that it is 

important to gain financial stability. 

Unfortunately, despite the positive attitude towards creation of financial stability, 32% of respondents do not 

have any savings and 90% have hardly any knowledge of investment. This is also reflected in the results: 

25% of respondents still have cash savings. 

In Latvia, 38% of respondents trust non-professionals or unsafe sources of information regarding financial 

transactions and investments such as friends, internet reviews or social media information. This may, in 

turn, lead to a view that investing in financial instruments does not bring profits and leads to risk or loss. 

36% of respondents are convinced that investments are risky or only meant for professionals. 

"The survey results show that banking professionals must be very active in emphasizing the need to create 

savings for the future. We have all the necessary knowledge and tools to help people plan their finances. It 

is interesting that 48% of respondents, if suddenly winning a lottery of €10,000, would somehow make 

savings,” says Anzelika Dobrovolska, the Nordea bank's Head of Investment Advisory and Solutions 

Department in the Baltic States. “The great lack of knowledge about investment is a signal for us to show 

our clients how to manage investments through our knowledge and experience”. 

Despite global economic instability, 58% of respondents are convinced that their income will rise in the next 

5 years, while 25% say that income will remain at the current level. The Nordea invites to use this 

opportunity and channel a part of the income into savings or invest in instruments that can bring profits 

and strengthen financial security in the long term. 

 

 

 

 

 

 

 

 

 

 

 

                                                           
12  at the same time 
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In the case of payday loans, the traditional advertising mechanisms are working psychologically in Latvia 

- such as identifying with promotional heroes; prepared scenarios for dealing with problems; frequency 

of offering or advertising exposure. They are generally knowledgeable and ensure the effectiveness of 

product ads and achievement of other goals. In this case, therefore, we offer to focus on the specific 

nature of the decision-making process exactly in the case of payday loan services.  

The consumer behaviour studies, specifically research in psychology and neuroscience, point to a 

number of psychological mechanisms which, on the one hand, contribute to the conclusion of payday 

loan contracts in the short term, but on the other hand, in the long run, it is difficult for the contract 

concluders to comply with the contract requirements - to repay the loan on time. The common problem 

of this psychological nature issues is the result, where the loan borrower ends. By taking a loan, the person 

has certain needs (benefit, or utility), which is likely to be satisfied with the resources acquired through 

the loan. But the problem lies in the fact that, by taking the loan, it will also buy unpredicted hardships 

and expenses, such as failure to repay the borrowed money. This significantly reduces the benefits of a 

person (utility), in other words, the quality of human life is reduced in ways that the loan borrower had 

not even imagined because of the lack of reasoning typical for humans.  

The problems described below are based on a number of studies, where it was demonstrated that human 

rationality (ability to make weighted and rational decisions) is limited. This means that we are in principle 

able to think systematically, logically and reasonably, but in the impression of the situation, this ability is 

often traumatised or limited (Gilovich, Griffin & Kahneman, 2002). But on the other hand, it is possible to 

find solutions that help people to draw conclusions and decisions that lead to long-term benefits and 

improve quality of life. 

Rationality problems. Ideally, a loan borrower would think not only about how to solve problems of his life, 

such as an important purchase, health problems, a fee for education, a property improvement, with 

borrowed money, but also about how this borrowing will affect his life in the longer term, such as months 

and years in the distant future. But in reality, when analyzing information about opportunities to solve some 

financial problem (thinking how to get money for solving some issue), people are not inclined to think about 

a further future when borrowed money is to be returned. All the attention is paid to meeting the current 

needs, because it is very easy to imagine what life will be in the near future when the current problem is 

solved, but it is relatively hard to think about a slightly further future. This phenomenon is identified by 

different terms, one of which is the subjective discount rate (time discounting), higher benefits in the far 

future are unreasonably considered less valuable compared to the benefits “here and now”, see, for 

example, (Malhotra, Loewenstein, & O'donoghue, 2002). The easy availability of payday loans further 

contributes to this psychologically in long term, partly semi-adaptive decision-making strategy. 

 
The hot and cold thinking empathy gap. In this case, the human’s thinking is about being described as 

rational (unemotional, therefore - cold) on the one hand, but on the other hand as an emotion-driven 

(emotional, therefore - hot) (Loewenstein, 1996). From the perspective of this theory, it is difficult for 

people to imagine themselves in circumstances where some emotional (or bodily, in literal sense) is 

satisfied. It is easy to imagine a situation where the potential loan borrower dreams that his actual, possibly 
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even objective problems are solved, such as healed physical pain, relaxed hunger, debt returned, and 

uncritical forecasts for their future prospects and opportunities to successfully repay borrowed money. In 

this situation, the impression of emotion over human rationality is disproportionately large. The main 

problem is that a “cool-minded” man would make other choices — possibly not take a loan or take a smaller 

amount, reconsider the terms of the loan agreement — but when getting into real trouble, people often 

make decisions with a “hot head”.  

 

 

 

Methodology  
 
In order to clarify and subsequently analyse the society’s overall attitude towards 
payday loans, as well as the experience of payday loan borrowers, the researchers 
developed a study and questionnaire design, see Appendix 1. The study surveyed 1005 
respondents, of whom 301 had a payday loan borrowing experience in the last three 
years. The questionnaire was carried out in August of 2017 by the Research Centre 
SKDS.  
 
Technical information of internet sociological questionnaire 
 

STUDY IS CARRIED OUT BY The Research Centre SKDS 

TARGET GROUP Residents of Latvia aged 18 to 74 

METHOD OF QUESTIONNAIRE Internet questionnaire (CAWI) 

SAMPLING METHOD 

Quota sampling 
The data were weighted according to the data from the Population 
Register of the Ministry of Interior of the Republic of Latvia on 
13.02.2017. 

RESPONDENTS The Research Centre SKDS WEB Panel Participants 

PLANNED AMOUNT OF 
SAMPLING 

1000 respondents (with a view to collecting at least 300 payday 
loan borrowers) 

ACHIEVED AMOUNT OF 
SAMPLING 

1005 respondents (of which 301 payday loan borrowers) 

GEOGRAPHICAL COVERAGE All Latvia 

PERIOD OF QUESTIONNAIRE 16.08.2017. – 21.08.2017. 

 

Number of invitations sent to 
participate in the questionnaire 

6692 

The number of interviews that have 
been completed and included in the 
sample 

1005 
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Number of interviews not included in 
the sample 

315 

Number of ongoing but unfinished 
interviews 

107 

Number of uninitiated interviews 5265 

 

Characteristics of the sample achieved 

 

Number of 
respondents in the 
sample (%) before 

weighing 

Number of respondents (%) 
after weighing* 

LR PM PMLP Pr. Reg. data on 
13.02.2017. 

TOTAL 100 100 100 

 
Gender 

Male 45.8 48.0 48.0 

Female 54.2 52.0 52.0 

 
Nationality 

Latvians 60.2 58.8 58.8 

Other 39.8 41.2 41.2 

 
Age 

Ages 18 – 24 
years 

6.7 9.6 9.6 

Ages 25 – 34 
years 

20.7 21.0 21.0 

Ages 35 – 44 
years 

19.4 18.9 18.9 

45 – 54 years 
of age 

20.7 19.1 19.1 

Ages 55 – 74 
years 

32.5 31.4 31.4 

 

 

Number of 
respondents in the 
sample (%) before 

weighing 

Number of respondents (%) 
after weighing* 

LR PM PMLP Pr. Reg. data 
on 13.02.2017. 

TOTAL 100 100 100 

 
 
Region 

Riga 33.2 33.2 33.2 

Pieriga 18.3 18.2 18.2 

Vidzeme 9.6 9.8 9.8 
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Kurzeme 13.0 12.6 12.6 

Zemgale 12.0 11.9 11.9 

Latgale 13.8 14.3 14.3 

*Data were subjected to weighing procedure (weighing parameters - gender, nationality, age and region). 
 
Research working group 

The project was led by  

The questionnaire was led by Evija Otanke 

The array of data was created by Ilze Grase 

Results 
In analysing the results of the survey on the payday loans experience, it is important to take into account 

the social dimension affecting people's choices, including the rapid uptake of loans. The decisions of 

people in favour of one or other choices are influenced by the rules of behaviour prevailing in society, such 

as that it is good or on the opposite - bad, and assumptions, such as that the majority acts this way or on 

the contrary - noone does it.  

The results of the questionnaire point to a clear trend: the more people in the family or the circle of 

friends knew a payday loans borrower, the greater the likelihood that he or she had used the payday 

loans company's services (correlation coefficient13 = 0.30, p < 0.01). Similarly, if the respondent has 

taken a payday loan, it is also more likely that he or she considers that payday loans “are taken by 

almost all”, so there is no specific need or demographic segment to describe the payday loan borrowers’ 

profile (correlation coefficient = 0,20, p < 0.01).  

Such results clearly indicate that, in the event of payday loans taking, other views are important, social 

verification (approval) is required, because confidence in the accuracy of their actions is “derived” from 

an opinion on other behaviour. The more it seems that others are doing something, the more acceptable 

this behaviour will seem, and, most likely, the upside, the more the man will do something, the more it 

seems to him that others are doing the same. This is also demonstrated by the results of the questionnaire, 

such as if there is difficulty in repaying a loan, the respondent is avoiding telling friends (correlation 

coefficient = 0,15, p < 0.01). 

Based on the analysis of the survey data, it is possible to construct a borrower’s, who has difficulty in 

repaying a loan, portrait and behaviour model: a portrait and behaviour pattern: if difficulties have not 

occured only once, a higher probability that the loan is taken repeatedly (correlation coefficient = 0.25, p < 

0.01), that the loan is taken for food (correlation coefficient = 0,22, p < 0.01), purchase of consumer goods 

= 0,20, p < 0.01) and paying bills (correlation coefficient = 0,40, p < 0.01). Similarly, a clear indication of the 

potential problems of repaying the borrowed funds is a careful non-reading of contractual conditions 

(correlation coefficient = 0,17, p < 0.01) and incomplete disclosure/lying when concluding the loan 

agreement (correlation coefficient = 0.14, p < 0.01).  

                                                           
13 Correlation is a measurement that shows the relationship between two variables (i.e. how, changing one variable, changes 
also the other). 
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What specifically promotes the frequent use of payday loan services in Latvia? More frequent, possibly 

than objectively necessary, the use of payday loan services is foreseen (all correlation factors are 

statistically significant in the 99% confidence limits, i.e. p < 0.01): fast and convenient availability of loans 

(correlation coefficient = 0.24), the short perceived time of examination of the application (correlation 

coefficient = 0.19), the subjective view that it is easy to extend the cash return deadline (correlation 

coefficient = 0.23), it is not necessary to ask friends or relatives for money (correlation coefficient = 0.26), 

subjectively assessed ability of borrowing a small amount of money (correlation coefficient = 0,37), the fact 

that there is no need to explain why loan is taken (correlation coefficient = 0.38).  

Below is an analysis of the results of the questionnaire, divided into two large groups: 

1) Answers to questions provided by all respondents; 

2) Only answers to questions provided by payday loan borrowers.  

All respondents 
Distribution of “Yes” answer to question “Which of these types have you used to acqu ired financial 

resources during the last three years?”, each respondent could select several answers (Fig. 9).  

 

Figure 9. Distribution of “Yes” answer to the question “Which of these types have you used to acquire 
financial resources during the last three years?” 
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The provided answers show that people know and use different ways of getting money, besides, also 

traditional and less traditional ones, such as lotteries and gambling (6.29%), pawnshop (2.61%). Still 

popular is money borrowing from friends or relatives (26.84%) followed by loan at the bank (18.97%), loan 

from non-bank loan lenders (18.67%) and credit card (18.35%). Social benefits are also considered as a 

solution (11.75%).  

Distribution of answers to the question “Has any of your friends, relatives or acquaintances taken non-bank 
loans during the last three years?” (Table 1). Nearly 46% of respondents admitted that they know several 
(39.9%) or even many (5.7%) of relatives and friends who have taken non-bank loans during the past three 
years. 42.5%, meanwhile, acknowledged that they don't know any such person, but for 11.9% it has been 
hard to answer.  
 
 
 

Table 1 
Distribution of answers to the question “Has any of your friends, relatives or acquaintances taken non-bank 

loans during the last three years?” 
 

 
Frequency

14 
Proportio

n 

 Yes, I know several such 
persons 

400 39.9 

Yes, there are many in my 
friends and relatives circle 

57 5.7 

No, I don't know any such 
person 

428 42.5 

Total 885 88.1 

 Hard to answer 120 11.9 

Total: 1005 100.0 

 
 
Distribution of “Yes” answer to the question “Which of these groups do you think are typical non-bank loan 

borrowers in Latvia?” *distribution, each respondent could select several answers (Fig. 10).  

                                                           
14 Number of responses from the total number of respondents n = 1005 
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Figure 10. Distribution of “Yes” answer to the question “Which of these groups do you think are typical non-
bank loan borrowers in Latvia?” 

 
The answers provided by respondents both confirm the stereotypes of society and make it possible to 

review the profile and reasons for the typical payday loan borrowers of the mass media and society. For 

example, 44.55% of respondents believe that typical customers of non-bank lending companies are young 

people who need all the latest but 20.93% that they are people who earn well, but money is regularly 

lacking. In turn, 40.7% of respondents believe typical non-bank loan borrowers are alcohol, drug and 

gambling addicts, followed by unemployed or people with occasional incomes (32.26%). Respondents are 

also convinced that payday loans are chosen by people with no legal income (23.55%) and low-income 

families with children (21.37%). Only 11.08% believe that non-bank loans are taken by retired persons 

with small pensions.  

Distribution of answers to the question “Do you presently have financial savings?” (Table 2). Answers to 
this question allow division of respondents into two large groups, those who claim to have (42.8%) and 
those who claim that they do not have (49.4%). For those who have answered the question with it is hard to 
say (7.9%), it is possible to make several assumptions: they have savings, but do not want to disclose, 
whether there are no savings, and therefore do not want to answer this question by nature.  
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Table 2 
Distribution of answers to the question “Do you presently have financial savings?” 

 

 Frequency 
Proportio

n 

 Yes 430 42.8 

No 496 49.4 

Total 926 92.1 

 Hard to say 79 7.9 

Total: 1005 100.0 

 
 

Distribution of answers to the question “It is known that many people in Latvia are borrowing not from 

banks, but choose non-bank loans issued by non-bank loan lenders. Please note which you believe are the 

main reasons why they are doing so? ", each respondent could select several answers (Fig. 11).  

Responses from respondents correlate with previous issues. 66.02% of respondents believe that the main 

reason people prefer a non-bank loan is unofficial, inadequate or occasional income. 63.38% of those 

surveyed believe that payday loans are chosen by those with negative credit history and they know that 

the bank will not give a loan. A large part is convinced that one of the main reasons why people make 

choices in favour of non-bank loans is the belief that at banks it is not possible to borrow quickly (41.91%). 

Similarly, respondents believe that people are reserved from banks because they do not issue small loans 

loans (35.03%) and that banks have bureaucratic and complex sorting of different documents (33.37%).  

From a public awareness and communication point of view, it is important to note that 18.80% of 

respondents believe that people are reserved from going to a bank, because there is not enough 

information about the possibility of borrowing money in a bank. Also worth the discussion is the 

assumption that people are choosing payday loans because they have a fear of borrowing at the bank, 

22,01% consider it to be like that. 
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Figure 11. Main reasons why loans are not taken at the bank 

 
Arithmetic mean of answers to the question “Please note how much each of these claims, you believe, 

describes non-bank loan lenders?” * scale 1 (not at all) – 5 (very much) (Fig. 12).  

 

Figure 12. Non-bank loan lenders’ characteristics 
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As regards the image and reputation of non-bank loan lenders in society, respondents believe that 

payday loan companies are largely taking care of their profits. At the same time, it should be noted that 

the ability of people to distinguish between non-bank and bank loan lenders is very low. Respondents' 

answers suggest that in people's eyes, non-bank loan lenders are becoming similar to banks. Also, an 

impression on public opinion was left on payday loan sponsorship and charitable activities, part of 

people are convinced that non-bank loan lenders care about the welfare of society, support sport and 

culture.  

Distribution of answers to the question “What types of financial savings do you prefer? Please tick all 

answer options that apply" (Fig. 13).  

 

Figure 13. Distribution of answers to the question “What types of financial savings do you prefer? Please 

tick all answer options that apply" 

A convincing majority of respondents have responded that this is the balance of the payroll account 

(51,10%) followed by cash in the “sock” (40,26%). This allows the assumption that a large proportion of the 

population still does not want to use the services of financial institutions in accumulating savings. Deposits 

or savings accounts are one of the most common types of savings (33.91%), followed by voluntary 

contributions to the pension fund (30,48%), as well as accumulating life insurance (25,18%).   
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. 
Answer to the question “Please assess the extent to which each of these factors prevents you from 
accumulating financial savings?” arithmetic averages from 1 (not at all) – 5 (very much) (Fig. 14).   
 

 

Figure 14. Factors preventing accumulation of financial savings 
 

 
Answers to the question overturn the assumption that the main reason people do not accumulate savings is 
low or insufficient income. Respondents acknowledge that the main reason that does not encourage them 
to accumulate is easy loan availability/ability to borrow easily. This is followed by a lack of confidence in the 
stability of the money system and uncertainty about the future, as well as consumer thinking – the current 
needs and the need to buy new goods. Insufficient or low income is mentioned as the last reason 
preventing the accumulation of savings.  
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Only respondents who have borrowed 
money from non-bank lenders 

 

Distribution of frequency of answers to the question “How many times have you borrowed money from non-

bank loan lenders in the last three years?” (Table 3).  

Table 3 

Distribution of frequency of answers to the question “How many times have you borrowed money from non-

bank loan lenders in the last three years?” 

 Frequency 
Proporti

on 

 None 704 70.0 

One 65 6.5 

Two 53 5.3 

Three 46 4.6 

Four or more 97 9.7 

Total 965 96.0 

 Hard to say 40 4.0 

Total: 1005 100.0 

 

Overall, nearly 26% of all respondents have responded that they have borrowed money from non-bank loan 

lenders at least once during the past three years. In particular, it should be noted that nearly 10% of them 

have borrowed money four and more times. 5.3% have borrowed twice, and 4.6% - three times, 

respectively.  

 

Distribution of frequency of answers to the question “For what purposes have you borrowed the non-bank 

loan?” (sample: respondents who have borrowed a loan in the non-bank sector over the last three years) 

(Fig. 15).  

The responses show that the most frequently payday loans are taken to cover bills or debts (38.89%), 

purchase of food and household goods (27.59%), as well as for the purchase or repair of a vehicle 

(27.30%). Also, one of the frequent reasons for borrowing money is the purchase of electronics goods and 

communications means (21,06%). The money is also taken for medicines or medical services (19.13%) 

followed by home improvement (18.65%).  
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Figure 15 Distribution of frequency of the question “For what purposes have you borrowed the non-bank 
loan?” 

 
 
Distribution of frequency of answers to the question “Why did you choose to take advantage of the 

possibility of borrowing money from non-bank loan lenders rather than borrowing from a bank?” 

(sample: respondents who borrowed a loan in the non-bank sector over the last three years) (Fig. 16). 

Most frequently, respondents mentioned that the main reason for the choice of payday loans is a 

convenient and fast loan design (71,70%), followed by the need not to explain what the money is taken 

for and that there is no sense of humiliation in asking for a loan (52.27%). It is followed by arguments that 

there are no different formalities (51.99%), and there is the possibility of borrowing small amounts of money 

(51.39%).  
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Figure 16 Distribution of frequency of the question “Why did you choose to take advantage of the possibility 

of borrowing money from non-bank loan lenders rather than borrowing from a bank?” 

 
Distribution of frequency of answers to the question “Now, please think about the last time you borrowed 

money from some non-bank loan lender.” Why did you choose to borrow directly from this loan lender?" 

(sample: respondents who have taken a loan in the non-bank sector over the last three years) (Fig. 17).  
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Figure 17 Distribution of frequency of the question “Why did you choose to borrow directly from this loan 
lender?” 

 
Respondents' answers suggest that some of the payday loan lenders already have their loyal customers 

and the permanent range of clients. I am a long-term client of this loan lender, with 379% of respondents 

marking the main reason for their choice in favour of a given loan lender, while 33.06% mentioned that they 

were attracted by a loan lender and a willingness to immediately issue the required amount. Ads can also 

be considered as a relatively effective means – 7.11% of respondents acknowledged that they were 

addressed by a convincing advertising campaign.   

 
The arithmetic means of answers to the question “To what extent your choice of a particular non-bank loan 
lender was influenced by the mentioned sources of information?”, on the answers scale from 1 (not at all) – 
5 (very much) (sample: respondents who have borrowed a loan in the non-bank sector over the last three 
years) (Fig. 18).  
 

 
Figure 18 The arithmetic means of the question “To what extent your choice of a particular non-bank loan 

lender was influenced by the mentioned sources of information?” on the scale from of 1 (not at all) – 5 (very 
much) 

 
Although reluctant, respondents have acknowledged that their choices have been relatively affected by 
advertising on the Internet, but almost as important a role has been for feedback and advice from friends or 
relatives.  
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Distribution of frequency of answers to the question “Did you specify complete and true information about 
your income and expenses for this non-bank loan lender?” (sample: respondents who have borrowed a 
loan in the non-bank sector over the last three years) (Table 4).  
 
 

Table 4 
Distribution of frequency of the question “Did you specify complete and truthful information about your 

income and expenses for this non-bank loan lender?” 
 

 Frequency 

Proporti

on 

 Yes 236 78.4 

No 39 12.8 

Hard to say 26 8.8 

Total: 301 100.0 

 
Nearly 13% of respondents acknowledged that non-bank loan lenders have not provided complete and 
truthful information about their income and expenditure, but nearly 9% replied – hard to say, what can be 
interpreted as avoiding the answer and most likely that the real answer is no.  
  
 
Distribution of answers to the question “Are you thoroughly familiar with the contract terms before 
borrowing this loan?” (sample: respondents who have borrowed a loan in the non-bank sector over the last 
three years) (Table 5).  
 

Table 5 
Distribution of answers to the question “Are you thoroughly familiar with the contract terms before 

borrowing this loan?” 
 

 Frequency 

Proportio

n 

 Yes 192 72.3 

No 74 27.7 

Total: 266 100.0 

 
Nearly 27% have honestly acknowledged that they haven't been closely familiar with the terms of the 
contract before borrowing the loan.  

 
Distribution of answers to the question “Did you know the interest rate before borrowing this loan?” 
(sample: respondents who have borrowed a loan in the non-bank sector over the last three years) (Table 
6).  
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Table 6 
Distribution of answers to the question “Did you know the interest rate before borrowing this loan?” 

 

 Frequency Proportion 

 Yes 238 87.0 

No 36 13.0 

Total 274 100.0 

 
87% of respondents say they knew the interest rate before borrowing the loan, only 13% admitted they did 
not know. At the same time, it should be noted that it is not possible to fully examine these statements.  

 
Distribution of answers to the question “Did you know before this loan what potential penalties are?” 
(sample: respondents who have borrowed a loan in the non-bank sector over the last three years) (Table 
7).  
 

Table 7 

Distribution of answers to the question “Did you know before this loan what potential penalties are?” 

 

 Frequency Proportion 

 Yes 212 79.0 

No 56 21.0 

Total 268 100.0 

 
21% of respondents replied that they did not know about the possible penalties, but 79% were convinced 
that they had been informed.  
 
Distribution of answers to the question “Within what period of time the non-bank loan was granted to you 
(i.e. the funds were transferred to the account)?” (sample: respondents who have borrowed a loan in the 
non-bank sector over the last three years) (Table 8).  
 
 

Table 8 
Distribution of answers to the question “Within what period of time the non-bank loan was granted to you  

(i.e. the funds were transferred to the account)?" 
 

 Frequency Proportion 

 Less than 12 hours 244 86.1 

12 - 24 hours 29 10.3 

24 - 48 hours 8 2.8 

More than 48 hours 2 0.8 

Total 284 100.0 
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96.4% of respondents acknowledged that it was possible to received the payday loan during a period of 
one day, but most, or 86.1%, replied than less than 12 hours.  

 
 
The arithmetic mean of answers to the question “Please evaluate the emotions you experienced when you 
last borrowed the non-bank loan?”, on the scale from 1 (not at all) – 5 (complete) (sample: respondents 
who borrowed a loan in the non-bank sector over the last three years) (Fig. 19).  
 
 
 
 

 
Figure 19 The arithmetic means of answers to the question “Please evaluate the emotions you experienced 

when you last borrowed the non-bank loan?”, on the scale from 1 (not at all) – 5 (complete) 
 
 
In assessing their emotions, respondents have acknowledged that the most the y have experienced the 

concern. At the same time, receiving a payday loan has also provided a sense of relief and even joy. To a 

lesser extent, but people have also felt shame and anger.  
 
 
Distribution of answers to the question “How easy or hard was it for you to plan your budget so that you can 
repay non-bank loan in a timely manner?” (sample: respondents who have borrowed a loan in the non-bank 
sector over the last three years) (Table 9).  
 

Table 9 
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Distribution of answers to the question “How easy or hard was it for you to plan your budget so that you 
could repay non-bank loan  

in a timely manner?" 

 

 Frequency Proportion 

 Very hard 32 11.3 

Rather hard 77 27.3 

Rather easy 107 38.0 

Very easy 66 23.4 

Total 282 100.0 

 
 
A total of 38.6% of respondents acknowledged that for them it was very difficult (11.3%) or rather difficult 
(27.3%) to plan their budget to repay the loan. 61.4% of respondents replied that it had been rather easy or 
very easy – 38% and 23.4%, respectively.  
 
 
Distribution of answers to the the question “Have you had any problems or difficulties with the repayment of 
the loan within the deadline in the last three years?” (sample: respondents who have borrowed a loan in the 
non-bank sector over the last three years) (Table 10).  
 

Table 10 
Distribution of answers to the question “Have you had any problems or difficulties with the repayment of the 

loan within the deadline in the last three years?” 
 

 Frequency 

Proporti

on 

 There have been 

problems once 
40 14.1 

There have been 

problems several times 
72 25.2 

There have been no 

problems 
174 60.7 

Total 286 100.0 

 
In total, nearly 40% of those surveyed admitted they had had problems with loan repayment at least once, 
of which 25.2% had problems multiple times. 
 
 
Distribution of frequency of answers to the question “What were the main reasons why you had problems 
repaying the non-bank loan within the deadline?” (sample: respondents who had problems with loan 
repayment deadlines) (Fig. 20). As the main reasons for failure to repay the loan within the deadline, 
respondents cited a decrease in income (50.28%) and other unplanned expenses (49.53%). In addition, 
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repayment of money by respondents was slowed down by a lack of savings and difficulties in deferring 
money for loan repayment (38.81%).  
 

 
 

Figure 20 Distribution of frequency of the question “What were the main reasons why you had problems 
repaying the non-bank loan within the deadline?” 

 
Distribution of frequency of answers to the question “Within what period of time after the set deadline you 
made the repayment of this problematic non-bank loan?” (sample: respondents who have had problems 
with loan repayment deadlines) (Table 11).  
 

Table 11 
Distribution of frequency of the question “Within what period of time after the set deadline you made  

the repayment of this problematic non-bank loan?" 
 

 Frequency 

Proportio

n 

 I have not repaid it yet 18 16.8 

Within one month 42 40.3 

Within 2 to 4 months 25 24.1 

Within 4 to 6 months 9 8.4 
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Within more than 6 

months 
11 10.5 

Total 105 100.0 

 
Nearly 17% of those surveyed acknowledged that they have not yet repaid the problematic loan, 40% have 
managed to do so within a month, but 24% within two to four months. In turn, nearly 20% have admitted 
that the repayment of the problematic loan has taken more than four months, but among them - more than 
six months.  
 
 
Distribution of frequency of answers to the question “How did you deal with this non-bank loan repayment 
problem?” (sample: respondents who had problems with loan repayment deadlines) (Fig. 21).  
 

 
 

Figure 21 Distribution of frequency of the question “How did you deal with this non-bank loan repayment 
problem?” 

 
 
According to respondents, the most frequent solution to the payday loan repayment problem is the 

extension of loan (49.98%). Similarly, the solution was found by turning to the loan lender (30.91%). Part of 
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the respondents tried to balance their income with expenses to repay the loan (25.99%). Relatively often 
money for loan repayment is obtained from the next loan in another institution (17.15%) or by borrowing 
from friends or acquaintances (12.75%).  
 
 
 
Distribution of frequency of answers to the question “How many times did you have to extend the maturity 
of this problematic non-bank loan repayment?”  (sample: respondents who had problems) (Table 12).  
 

Table 12 
Distribution of frequency of the question “How many times did you have to extend the maturity of this 

problematic non-bank  
loan repayment?" 

 

 Frequency 

Proportio

n 

 Once 10 18.8 

Twice 10 19.6 

Three times 13 25.8 

Four or more times 18 35.8 

Total 51 100.0 

 

Only 18.8% replied that the repayment of the problematic loan had to be extended only once. In most 
cases (81.2%), the maturity of the loan repayment was extended two and more times, but 35.5% of cases - 
even four and more times. 
 
 
Distribution of frequency of answers to the question “How much did you pay for the extension of this 
problematic non-bank loan?” (sample: respondents who had problems) (Table 13).  
 

Table 13 
Distribution of frequency of the question “How much did you pay for the extension of this problematic non-

bank loan?" 
 

 Frequency 

Proportio

n 

Valid Paid nothing 3 4.9 

Less than 50 euro 35 65.1 

50 to 100 euro 7 12.8 

More than 100 euro 9 17.3 

Total 54 100.0 
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In almost all cases, the extension of the repayment of the problematic loan has cost something - the 

respondents have acknowledged. In 17.3% of cases the amount has been more than €100, but in 12.8% of 

the cases – between 50 and 100 euro. In most cases (65.1%) loan extension has cost less than 50 euro. 

 

Distribution of frequency of answers to the question “How many times did the non-bank loan lenders 
address you during the last year by encouraging you to borrow repeatedly?” (sample: respondents who 
have had problems) (Table 14).  
 
 
 

Table 14 

The question “How many times did the non-bank loan lenders address you during the last year  
By encouraging you to borrow repeatedly?" 

 

 Frequency Proportion 

 None 37 13.4 

Once 18 6.6 

Twice 30 11.1 

Three or more times 188 68.9 

Total 273 100.0 

 

Most respondents (86.6%) acknowledged that they had received at least once the payday loan lenders’ 
encouragement to borrow repeatedly, three and more times the encouragement was received by more 
than half (68.9%) of respondents.  

 
 
Distribution of frequency of answers to the question “Have you ever encountered a direct or indirect 
invitation to indicate false data so that you are granted the non-bank loan and how did you act in this 
situation?” (sample: respondents who have experienced problems) (Table 15).  
 

Table 15 
Distribution of frequency of the question “Have you ever encountered a direct or indirect invitation to 

indicate false data to be granted a non-bank loan and how did you act in this situation?” 
 

 Frequency Proportion 

 I have not encountered 

such invitation 
224 81.9 

I have encountered it, but 

I ignored the invitation 
28 10.4 

I have encountered and 

provided false data 
21 7.7 

Total 273 100.0 
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More than 10% of respondents admitted that they had encountered an invitation to indicate false data but 
ignored it, but nearly 8% after receiving such invitation have provided false data. Most (81.9%) replied that 
no such invitation was received. 
 
 
Distribution of frequency of answers to the question “Do you avoid telling friends and relatives that you 
have borrowed a non-bank loan?” (sample: respondents who have experienced problems) (Table 16).  
 
 

Table 16 
Distribution of frequency of the question “Do you avoid telling friends and relatives that you have borrowed  

a non-bank loan?”" 
 

 Frequency Proportion 

 Yes 139 54.9 

No 114 45.1 

Total 253 100.0 

 
More than half (54.9%) of respondents who have had problems with payday  loan repayment avoid 

telling friends and relatives. 45.1%, meanwhile, have no objection to their experience of talking to close 

people.  
 
 
Distribution of answers to the question “Would you advise others to use non-bank loan lenders’ services?” 
Please provide answers on a 10-point scale where 1 means, under no circumstances, but 10 - definitely” 
(sample: respondents who have borrowed a loan in the non-bank sector over the last three years) (Table 
17).  
 

Table 17 
Distribution of answers to the question “Would you advise others to use non-bank loan lenders’ services? 
Please provide answers on a 10-point scale where 1 means, under no circumstances, but 10 - definitely” 

 

 Often Proportion 

 Under no 

circumstances (1) 
55 20.6 

(2) 22 8.2 

(3) 24 9.2 

(4) 12 4.5 

(5) 63 23.7 

(6) 30 11.4 

(7) 19 7.0 

(8) 19 7.1 
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(9) 5 1.7 

I would definitely 

recommend (10) 
17 6.4 

Total 264 100.0 

 

In this respect, the respondents' views are shared – about half would do it under no circumstances, or 
rather not advising others to use payday loans, but the other would rather suggest or definitely advise 
others to use payday loans.  

 
An additional analysis of the relationships between different answers revealed such a scene. As shown in 

Figure 22, whether respondents know other borrowers, it is predicting how many times the loan from 

non-banks has been taken over the past few years.  

 

 
Figure 22 The relationship between the use of payday loans and knowing payday loan borrowers 

 
 
It can be called a social norm that encourages non-bank loans - if I doubt I think what my friends and family 
do - they do so, so it is fine. 
 
Similarly, non-bank loans have been borrowed more frequently by those with no financial savings (Fig. 23). 
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Fig. 23 Relationship between accumulation of savings and the use of payday loans 

 

 
The relationship of typical borrowers with a non-bank loan borrowing frequency — “no” means that the 
social group has no typical borrower, while “yes” means that there is. The Y-axis depicts the arithmetic 
mean value of answers to the question of how many times a non-bank loan has been taken over the past 
three years. Figure 24 shows cases where differences between “yes” and “no” were observed. 
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Figure 24 Rates of frequency of payday loan borrowing 

 

From Figure 24, we can conclude that the frequency of non-bank loan is predicting the “normality” of these 

borrowers — the more often the loan is borrowed, the better, more socially acceptable image is attributed 

to borrowers.  

The frequency of loan borrowing is also low (but statistically significant) forecasts why people in Latvia 

borrow loans not at banks but choose non-bank loans. They agree with a greater probability that “banks 

have a bureaucratic and complex sorting of different documents” (correlation coefficient 0.18) and claim 

that “banks cannot provide fast loans (time standing in lines and waiting for loan allocation, etc.)” 

(correlation coefficient 0.13).  

Similarly, the frequency of loan borrowing in a small degree (but statistically significant) predicts what 

respondents think about the properties of non-bank lenders. The more frequently the loan is borrowed, the 

more it agrees with the assertion that “non-bank loan lenders care about the wellbeing of society, support 

sports and culture” (correlation ratio 0.17), but to a lesser extent agree with the assertion that “non-bank 

loan lenders only care about their income” (correlation ratio -0.13). 

 
In all cases, as forecasts were used: age, gender, education, income per family member, the number of 

people in a household. 

Age, gender, income, education, income per family member, the number of people in a household does not 

predict the frequency of borrowing.  

The frequency of borrowing in the region cut is seen in Figure 25. 
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Figure 25 Frequency of borrowing in regional cut 

 

The existence of savings is positively predicted by education (correlation coefficient = 0.19) and income 

(correlation coefficient = 0.18). 

 

Who and how predicts that it is difficult to accumulate savings? Lower education predicts insufficient/low 

income and uncertainty about life (correlation ratios = 0.14 and 0.11).  

Who/how predicts a typical non-bank borrower’s portrait? 

Age - the older the person, the less inclined he is to think that non-bank borrower is unemployed / a person 

without regular income (correlation coefficient = -0.16), while men tend to think that they are people with no 

legal income (correlation factor = 0.11), and that they are young people who need everything new 

(correlation factor = 0.10).  

What is the related view of a typical non-bank loan lender? The older the people, the more they think that 

non-bank loan lenders are the same as banks (correlation coefficient = 0.11), that they only care about their 
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income (correlation coefficient = 0.11) and, the older the respondent, the lesser the claim that non-bank 

loan lenders support culture and sports (correlation coefficient = -0.21).  

How do demographic variables predict for what purpose loans are borrowed from non-bank loan lenders? 

Age positively predicts loan borrowing for home improvements (correlation coefficient = 0.19) and 

negatively predicts purchases of food or household items (correlation coefficient = - 0,15). Women tend to 

borrow payday loans for medicines (correlation coefficient = 0.15), but men for business start-ups 

(correlation coefficient = 0.17).  

None of these demographic variables predicts the subjective assessment of the impact of information 

sources on the decision to borrow a loan. 

However, false information, when taking payday loans, was more often provided by men (correlation 

coefficient = 0.14).  

The emotions experienced, when receiving a loan, are predicted by age: the older the person, the more 

relief (correlation coefficient = 0.20), the less shame and less anger (correlation coefficient = -0.19 and – 

0.22). Women have been more concerned (correlation coefficient = 0.20), while a higher number of people 

in households predicts greater anger (correlation coefficient = 0.18).  

None of the demographic variables predicts problems with loan repayment. 
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4. 

Conclusions and proposals 
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The payday loan industry in the world has developed rapidly over the past 20 years, leading to a series 

of questions about the sustainability and impact of the business model of this industry on population's 

consumption, as well habits and well-being. A series of serious studies and publications assess the 

benefits of payday loans and the well-being of low-income citizens, claiming that payday loans are not 

helping with paying bills, but on the contrary, increasing the prospect of getting into even bigger 

debts(Bhutta et al., 2015; Melzer, 2011). Studies have been carried out that indicate the impact of 

payday loans on population consumption and financial independence. For example, there may be talk 

about chronic borrowers who have gotten into debt addiction and cannot get out of it with their own 

forces(Stegman & Faris, 2003). Individual studies also point to the payday loan traps that draw 

borrowers into a continuous borrowing wheel.  

Today, payday loans change our perception of the financial sector and traditional banking business, 

while there is a known feature of the society’s financial situation. Paradoxically, payday loan lenders 

typically take advantage of the possibility when the financial situation is not its best, and there is some 

uncertainty about the future. But at the same time, payday loans are the ones that can only worsen the 

financial situation(Gallmeyer & Roberts, 2009). Another study also points to the impact of positive 

payday loans availability, particularly in cases of unforeseen events (natural disasters, theft). Of course, 

insurance is available, but short-term borrowing helps offset the personal cash flow(Morse, 2011). 

The reasons for delaying loan repayments may be different – dishonesty, forgetfulness, lack of motivation. 

Social scientists argue that a simple promise can have a significant impact on the borrower's behavior, 

better disciplining the borrower. (Bhanot, 2017). The experiment allows the conclusion that those who 

cannot repay loans in a timely manner are not unfair and it is not linked to their behaviour patterns, but with 

their really poor financial situation and inability to repay on time. The results of this study lead to the 

assessment of the liability of the payday loan companies the extent, to which the solvency of borrowers 

is assessed. The examples and situations dealt with are once again raising the question of the degree of 

regulation of the payday loan industry and whether consumer education level and financial literacy are 

at a sufficient level to be able to defend their interests. 

Arithmetic mean of answers to the question “Please note how much each of these claims, you believe, 

describes non-bank loan lenders?” * on the scale from 1 (not at all) – 5 (very much). As regards the image 

and reputation of non-bank loan lenders in society, respondents believe that payday loan companies are 

largely taking care of their profits. At the same time, it should be noted that the ability of people to 

distinguish between non-bank and bank loan lenders is very low. Respondents' answers suggest that in 

people's eyes, non-bank loan lenders are becoming similar to banks. Also, an impression on public 

opinion was left on payday loan sponsorship and charitable activities, part of people are convinced that 

non-bank loan lenders care about the welfare of society, support sport and culture.  

There is a peculiar model of private financial management in Latvia – the turnover of payday loan 
companies is growing very rapidly, but the accumulation culture of population remains at very low 

levels. This could have a range of different reasons. One of these - the lack of savings in part of the 

society is explained by low income, which prevents any kind of airbag formation. But answers to the 

questionnaire’s question - “Please estimate how much each of these factors is bothering you to accumulate 
financial savings?” overturns the assumption that the main reason people do not accumulate savings is low 
or insufficient income. Respondents acknowledge that the main reason that does not encourage them to 
accumulate is easy loan availability and ability to borrow easily. This is followed by a lack of confidence in 
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the stability of the money system and uncertainty about the future, as well as consumer thinking – the 
current needs and the need to buy new goods. Insufficient or low income is mentioned as the last reason 
preventing the accumulation of savings.  
 
The respondents' answers to the question - “What types of financial savings do you prefer? Please tick all 

appropriate response options” are also amazing. A convincing majority of respondents have responded that 

this is the balance of the payroll account (51.10%) followed by cash in the “sock” (40.26%). This allows the 

assumption that a large proportion of the population still does not want to use the services of financial 

institutions in accumulating savings and relies more on old and good practices. Deposits or savings 

accounts are also one of the most common types of savings (33.91%), followed by voluntary contributions 

to the pension fund (30.48%), as well as accumulating life insurance (25.18%).   

More noticeable is a trend in Latvia that is not confined to the income of the population, but for lifestyles 

and spending habits. In Latvia, people are inclined to spend money that has not yet been earned or will 

never be earned, because the requirements for consumption and quality of life exceed income.  Payday 

loan companies also encourage people in their ads to this type of behaviour - they can always borrow if 

necessary. This is also confirmed by the results of the questionnaire. The responses show that the most 

frequently payday loans are taken to cover bills or debts (38.89%), purchase of food and household 

goods (27.59%), as well as for the purchase or repair of a vehicle (27.30%). Also, one of the frequent 

reasons for borrowing money is the purchase of electronics goods and communications means (21.06%), 

which is not considered to be the goods of the first necessity. The money is also taken for medicines or 

medical services (19.13%) followed by home improvement (18.65%).  

In the case of payday loans, the traditional advertising mechanisms are working psychologically in Latvia 

- such as identifying with promotional heroes; prepared scenarios for dealing with problems; frequency 

of offering or advertising exposure. They are generally knowledgeable and also ensure the advertising 

effectiveness of other services and products, but also it is necessary to take into account the specific 

conditions, which describe the process of decision making in the case of payday loan services.  

The consumer behaviour studies in psychology and neuroscience point to a number of psychological 

mechanisms which, on the one hand, contribute to the conclusion of payday loan contracts in the short 

term, but on the other hand, in the long run, it is difficult for the contract concluders to comply with the 

contract requirements - to repay the loan on time. By taking a loan, the person has certain needs 

(benefit, or utilities which are satisfied with the resources acquired through the loan. But the problem 

lies in the fact that taking credit is also buying unpredicted hardships and spending, such as failure to 

give up borrowed money in time. This significantly reduces the benefits of a person (utility), in other 

words, the quality of human life is reduced in ways that the borrower had not even imagined.  

The problems described below are based on a number of studies that demonstrate that human rationality is 

limited. This means that we are in principle able to think systematically, logically and reasonably, but in the 

impression of the situation, this ability is often traumatised or limited (Gilovich, Griffin & Kahneman, 2002). 

Ideally, a borrower would think not only about how to solve problems of his life, such as an important 

purchase, health problems, a fee for education, a property improvement, with borrowed money, but also 

about how this borrowing will affect his life in the longer term, such as months and years in the distant 

future. But in reality, people are not inclined to think about a further future when the borrowed money will 
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have to be repaid. All the attention is paid to meeting the current needs, because it is very easy to imagine 

what life will be in the near future when the current problem is solved, but it is relatively hard to think about 

a slightly further future. The easy availability of payday loans further contributes to this psychologically in 

long term, partly semi-adaptive decision-making strategy. 

By analyzing people's decision-making, psychology talks about the hot and cold thinking empathy gap. 

On the one hand, the human’s thinking is about being described as rational (unemotional, therefore - 

cold), but, on the other hand, as an emotion-driven (emotional, therefore - hot) (Loewenstein, 1996). 

The main problem is that a “cool-minded” man would make other choices — possibly not take a loan or 

take a smaller amount, reconsider the terms of the loan agreement — but when getting into real trouble, 

people often make decisions with a “hot head”. 

The results of the study carried out clearly point at the importance of the social dimension in the event 
of payday loan borrowing - the opinion of others is important. People need social verification (approval) 
for the regularity of their actions, because confidence in the accuracy of their actions is derived from a 

view of others’ behaviour. The questionnaire’s data show that people in Latvia think that borrowing of non-

bank loans is a universal and widespread practice how people solve their financial problems. In response to 
the question “Has any of your friends, relatives or acquaintances borrowed non-bank loans over the last 
three years?”, almost 46% of respondents admitted that they know some (39.9%) or even many (5.7%) in 
the circle of relatives and friends, who have borrowed non-bank loans over the past three years. 
 
Despite the difficulties, only slightly more than half (54.9%) of respondents who have had problems with 

payday loans repayment avoid telling friends and relatives about it. 45.1%, meanwhile, have no objection 

to their experience of talking to close people. In response to the question “Would you advise others to 
use non-bank loan services?", the respondents' views are shared – about half would do it under no 
circumstances, or rather not advising others to use payday loans, but the other would rather suggest or 
definitely advise others to use payday loans.  

 
Moreover, an opinion dominates that the process of borrowing non-bank loans is easy and fast, but at 

banks it is difficult and expensive. Most frequently, respondents mentioned that the main reason for the 

choice of payday loans is a convenient and fast loan design (71,70%), followed by the need not to 

explain what the money is taken for and that there is no sense of humiliation in asking for a loan 

(52.27%). It is followed by arguments that there are no different formalities (51.99%), and there is the 

possibility of borrowing small amounts of money (51.39%).  

At the same time, respondents honestly acknowledge that the payday loan reception is also causing 
negative emotions (when receiving) and significantly greater difficulty in repaying than at the time of the 

loan borrowing. In assessing their emotions, respondents have acknowledged that the most the y have 

experienced the concern. At the same time, receiving a payday loan has also provided a sense of relief 

and even joy. To a lesser extent, but people have also felt shame and anger. In response to the question 

“How easy or hard was it for you to plan your budget so that you can repay non-bank loan in a timely 
manner?”, a total of 38.6% of respondents acknowledged that for them it was very difficult (11.3%) or rather 
difficult (27.3%) to plan their budget to repay the loan. As the main reasons for failure to repay the loan 
within the deadline, respondents cited a decrease in income (50.28%) and other unplanned expenses 
(49.53%). In addition, repayment of money by respondents was slowed down by a lack of savings and 
difficulties in deferring money for loan repayment (38.81%).  
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According to respondents, the most frequent solution to the payday loan repayment problem is the 

extension of loan (49.98%). Similarly, the support was found by turning to the loan lender (30.91%). Only a 

part of the respondents tried to balance their income with expenses to repay the loan (25.99%). Relatively 
often money for loan repayment is obtained from the next loan in another institution (17.15%) or by 
borrowing from friends or acquaintances (12.75%).  
 
Only 18.8% of the respondents replied that the repayment of the problematic loan had to be extended 
once. In most cases (81.2%), the maturity of the loan repayment was extended two and more times, but 
35.5% of cases - even four and more times. In almost all cases, the extension of the repayment of the 
problematic loan has cost something - the respondents have acknowledged. In 17.3% of cases the amount 
has been more than €100, but in 12.8% of the cases – between 50 and 100 euro. In most cases (65.1%) 
loan extension has cost less than 50 euro.   
 
Proposals: 
 
The purpose of the recommendations is to make the payday loan borrowers’ decision making process to 
be more rational, thereby improving the quality of life for people in the long term.  

 

• To increase the time between the application for a loan and the reception of money, it may also 
be a few hours, during which a person returns to rational thinking tracks and may withdraw the 
payday loan application. 

• One way to avoid “impulse purchases” and ensure rational decision-making is limiting advertising 
within certain hours of the day. Convincing ads were mentioned as an important factor for making 
decisions about borrowing. 

• Objective information is required for rational decision making, but in an existing offer it is relatively 
hard to find a convenient way of comparing loan’s overall costs, conditions, deadlines. We suggest 
creation of an electronic application, according to salidzini.lv example, that would create 
opportunities for a comfortable comparison of loan conditions between different offers made by 
non-banks and traditional banks.  

• The questionnaire’s data clearly shows that only a part of the borrowers are closely acquainted 

with the terms of the contract and are aware of penalties. Similarly, only a part is convinced that 

they know interest rates and the true size of the amount to be repaid. It is therefore necessary to 

ensure that mandatory schemes, tables or calculators are introduced so that the borrower is 

obliged to calculate before signing the contract and certify that he is aware of the monthly costs for 

the repayment of the loan. The behavioral economics studies show that the order in which 

documents are signed is important. We suggest to make an obligation for the borrower to first get 

acquainted and confirm with a signature that he is familiar with the credit repayment schedule and 

only then to get acquainted and sign the loan agreement.  

• In social advertising, encourage people to think that, with the payday loans and the property, 

pleasure or relief they bought, they, without acknowledgment, have bought them in the kit – 

problems, concerns, shame … personal insolvency (bankruptcy). 

• In the communication campaign, the CRPC (PTAC) invites people to imagine themselves in the 

role of a person who borrowed a loan, illustrating his life not only with numerical values in relation 

to the amount of monthly money to be repaid, but also sketching out alternatives to how the 
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amount of money could be spent – that is, emphasizing losses in terms of consumption (life 

quality).  

• Speaking in communication about the style and values of society, their impact on private finances, 

to focus on the overall public financial literacy, highlighting the paradoxical cases and their potential 

consequences. Offer an alternative in communication, highlight the importance of accumulating 

savings, as a prerequisite for the long-term security and prosperity of the family. For example, the 

questionnaire’s data show that people in all seriousness believe that lotteries and gambling 

(6.29%), as well as a pawnshop (2.61%), are a way to get the missing money. Still popular is 

money borrowing from friends or relatives (26.84%). Social benefits are also considered as a 

solution (11.75%).  

• The survey data shows that payday loans are already largely considered to be the norm of 

society, because there is the impression that everyone borrows and much more reasoning to 

borrow also themselves. In CRPC (PTAC) communication, it is therefore necessary to use the 

questionnaire data and the responses provided by the people themselves, which marginalise not 

only payday loans as the best possible way of having money, but also payday loan borrowers as 

an example to be aligned with. For example, 44.55% of respondents believe that typical non-bank 

borrowers are young people who need all the latest, but 20.93% that they are people who earn 

well, but money is regularly lacking. In turn, 40.7% of respondents believe typical non-bank 

borrowers are alcohol, drug and gambling addicts, followed by unemployed or people with 

occasional incomes (32.26%). Respondents are also convinced that payday loans are chosen by 

people with no legal income (23.55%).  
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Appendix 
 

Questionnaire 

A1. Which of these types have you used to acquire financial resources during the last three years? 

Please select all types that apply to you. 

Multiple answer question 

Loan from non-bank loan lenders (so called “payday 

loans”) 

1 

Credit in bank 2 

Credit card 3 

From friends / relatives 4 

Social benefits 5 

Pawnshop 6 

Lotteries/gambling 7 

None of these 8 

Hard to say 98 

 

A2. Has any of your friends, relatives or acquaintances taken non-bank loans during the last three 

years? 

One answer  

Yes, I know several such persons 1 

Yes, there are many in my friends and 

relatives circle 

2 

No, I do not know any such person 3 

Hard to answer 98 
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A3. Which of these groups do you think are typical non-bank borrowers in Latvia? 

Multiple answer question 

Retired persons with small pensions 1 

Unemployed/people with no regular income 2 

People with no legal income 3 

Low-income families with children 4 

New families 5 

Young people who need the latest 6 

Alcohol, drugs and gambling addicts 7 

People who earn well, but money is lacking regularly 8 

It is hard to talk about typical non-bank borrowers, 

because loans are taken by very many/almost everyone 

9 

None of these groups  10 

Hard to say 98 

 

A4. It is known that many people in Latvia are borrowing not from banks, but choose non-bank 

loans issued by non-bank loan lenders. 

Please select what do you think are the main reasons why they do so? 

Multiple answer question 

There is not enough information about the possibility of borrowing money in a bank 1 

No official and/or sufficient and/or regular income 2 

There is a negative credit history/they know that the bank will not give a loan 3 

Banks have bureaucratic and complex sorting of different documents 4 

Banks cannot quickly provide a loan (spend time standing in lines and waiting for loan 

decisions, etc.) 
5 

Banks have high loan interest rates 6 

Banks are reluctant to issue small loans 7 

Banks have strict rules for repayment of loans (in cases of timely failure, it is difficult to 

agree on a compromise) 
8 
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There is a fear of taking a loan at a bank (for example, in the case of non-repayment, a 

bank may refer the case to court/ a negative experience with banks is known, etc.) 
9 

Other reasons 10 

Hard to say 98 

 

A5. Please note how much each of these claims, you believe, describes non-bank loan lenders? 

There may be multiple answers 

  Does not 

describe at 

all 

(1) 

(2) (3) (4) Describes 

very 

much 

 (5) 

Hard to 

say 

1 Non-bank loan lenders only 

take care of their profits 
1 2 3 4 5 98 

2 Non-bank loan lenders are 

the same as banks 
1 2 3 4 5 98 

3 Non-bank loan lenders 

take care of society's well-

being, support sports and 

culture 

1 2 3 4 5 98 

 

A6. Do you presently have financial savings? 

Yes 1  ---- > A7 

No 2  ---- > A8 

Hard to say 98  ---- > B1 

 

A7. What types of financial savings do you prefer?  

Please select all appropriate response options. 

Multiple answer question 

Payroll account balance 1 

Voluntary contributions to the pension fund 2 
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Accumulating life insurance 3 

Investments in stock funds/shares 4 

Deposit/savings account 5 

Investments (real estate, precious metals, arts, etc.) 6 

Cash in a “sock” 7 

Other types of savings 8 

Hard to say 98 

 

A8. Please estimate how much each of these factors is bothering you to accumulate financial 

savings? 

  Disturbs 

very much 

(1) 

(2) (3) (4) Does 

not 

bother 

(5) 

Hard to 

say 

1 Insufficient/low income 1 2 3 4 5 98 

2 Uncertainty about the future 1 2 3 4 5 98 

3 No confidence in stability of 

the money system 
1 2 3 4 5 98 

4 Easy availability of 

loans/ability to borrow easily 
1 2 3 4 5 98 

5 Current needs/the need to 

purchase ever-new goods 

(clothing, electrical goods, 

travel, etc.) 

1 2 3 4 5 98 

 

B1. How many times have you borrowed money from non-bank loan lenders in the last three years? 

One answer.  

None 1  ---- > End 

One 2  

 Two 3 
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Three  4 ---- > B2 

Four or more 5 

Hard to say 98 

 

B2. For what purposes have you borrowed the non-bank loan? 

If you use a loan for multiple purposes, please select all. 

You can select several options for answers.  

Food and household goods 1 

Clothing and footwear 2 

Electronics goods/communication products 3 

For travel / entertainment / hobby 4 

Wedding / graduation / celebration 5 

Home improvements 6 

Education / tuition fees 7 

For the purchase or repair of a vehicle 8 

Billing / debt settlement 9 

Medicines or medical services  10 

Cosmetic medicine (plastic surgery) 11 

Business purposes (start-ups or development) 12 

Alcohol / drugs / gambling 13 

Other target 

(please, specify!) … 

14 

Hard to say 98 

 
B3. Please read this list carefully and the reasons, why you chose to take advantage of the 
possibility of borrowing money directly from non-bank loan lenders rather than borrowing from a 
bank?  

Multiple answer question 

Easy and fast loan design (a loan can be arranged anywhere and 1 
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within hours through the Internet and SMS / a loan is assigned 

within minutes, etc.) 

Can borrow for a very short period of time 2 

The possibility of borrowing a small amount of money 3 

The possibility of choosing the best amount, maturity and interest 

combination for yourself 
4 

Small / beneficial loan interest 5 

Can comfortably and easily extend the repayment deadline 6 

Favourable loan terms for new clients (interest-free credit, 

possibility of returning the same amount as borrowed, etc.) 
7 

Non-bank loans offer a variety of discounts / shares for loyal 

clients (e.g. a discount on birthday, etc.) 
8 

Different formalities (statements from the workplace, SSIA, etc.) 

do not need to be sorted. 
9 

Large, regular and/or official income is not required 10 

There is no need to explain why loan is taken, there is no sense of 

humiliation when asking for a loan 
11 

Borrowing does not have to be asked from friends, relatives, 

acquaintances 
12 

You may not be worried about the repayment, because non-bank 

loan lenders will not seek to recover money in particular 
13 

Another (please, specify!) …………………… 14 

Hard to say 98 

 

B4. Now, please, think about the last time you borrowed money from some non-bank loan lender. Why 

did you choose to borrow directly from this loan lender? 

There may be multiple answers 

I'm a permanent client of this loan lender  1 

It had encouraging advertising campaign 2 

It had the lowest loan interest rate 3 
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The loan lender was forthcoming and agreed immediately to give the 

requested amount 

4 

Other reason 5 

Hard to say 98 

 

B5. To what extent your choice of a particular non-bank loan lender was influenced by the 

mentioned sources of information? 

  Not affected 

at all (1) 

(2) (3) (4) Affected 

very much 

(5) 

Hard to 

say 

1 Advertising on TV  2 3 4 5 98 

2 Advertisements on radio 1 2 3 4 5 98 

3 Internet advertising 1 2 3 4 5 98 

4 Environmental ads 1 2 3 4 5 98 

5 Advertisements on / and in 

public transport 

1 2 3 4 5 98 

6 Advertising in 

entertainment/sports event 

1 2 3 4 5 98 

7 Feedback and suggestions 

from friends / relatives 

1 2 3 4 5 98 

8 Direct sales - company call / 

text message / e-mail 

1 2 3 4 5 98 

9 Other information source 1 2 3 4 5 98 

 

B6. Did you specify complete and truthful information about your income and expenses for this 

non-bank loan lender? 

One answer.  

Yes 1 

No 2 

Hard to say 98 
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B7. Have you / Did you... One answer per line 

  YES NO Hard to say 

1 … before taking this loan, carefully got acquainted 

with the terms of the contract? 
1 2 98 

2 … before you borrowed this loan, know its interest 

rate? 
1 2 98 

3 … before taking this loan, know what possible 

penalties were possible? 
1 2 98 

 

B8. Withing what period of time have you been granted the non-bank loan (i.e. the money was 

transferred to the account)? 

One answer 

Less than 12 hours 1 

12 - 24 hours 2 

24 - 48 hours 3 

More than 48 hours 4 

Hard to say 98 

 

B9. How easy or hard was it for you to plan your budget so that you could repay non-bank loan in a 

timely manner? 

One answer 

Very hard 1 

Rather hard 2 

Rather easy 3 

Very easy 4 

Hard to say 98 

 

B10. Have you had any problems or difficulties with the repayment of the loan within the deadline in 

the last three years? 

One answer  
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There have been problems once 1 

 --- > B11 There have been problems several 

times 

2 

There have been no problems 3 
 --- > B16 

Hard to say 98 

 

B11. What were the main reasons why you had problems repaying the non-bank loan withing the 

deadline? 

Please select all reasons that apply to you. 

There may be multiple answers 

Loss of work / income  1 

Decline in income 2 

Lack of savings / difficulty in deferring money for credit repayment 3 

Bad money planning / did not expect additional costs 4 

Other unplanned expenses 5 

Other reason 6 

Hard to say 98 

 

B12. Within what period of tiem after the set deadline you repaid this problematic non-bank loan? 

If you have had several such times, please answer about the last one 

One answer  

I have not repaid it yet 1 

Within one month 2 

Within 2 to 4 months 3 

Within 4 to 6 months 4 

Within more than 6 months 5 

Hard to say 98 

 

B13. How did you deal with this non-bank loan repayment problem? 
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Please select all relevant answers. 

There may be multiple answers  

I turned to loan lender and we looked for a solution together 1 
 --- > B16 

I balanced my income with expenses and paid the loan 2 

Extended the loan 3  --- > B14 

To return the loan, I borrowed from friends / acquaintances 4 

 --- > B16 
I borrowed another loan in another credit institution 5 

Other solution 6 

Hard to say 98 

 

B14. How many times did you have to extend the maturity of this problematic non-bank loan 

repayment? 

One answer 

Once 1 

Twice 2 

Three times 3 

Four or more times 4 

Hard to say 98 

 

B15. How much did you pay for the extension of this problematic non-bank loan? 

One answer  

Paid nothing 1 

Less than 50 euro 2 

50 to 100 euro  3 

More than 100 euro 4 

Hard to say 98 

 

B16. How many times did the non-bank loan lender address you during the past year, encouraging 

you to borrow repeatedly?  
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One answer  

None 1 

Once 2 

Twice 3 

Three or more times 4 

Hard to say 98 

 

B17. Have you ever encountered a direct or indirect invitation to indicate false data to be granted a 

non-bank loan and how did you act in this situation? 

One answer 

I have not encountered such invitation 1 

I have encountered it, but I ignored the invitation 2 

I have encountered and provided false data 3 

Hard to say 98 

 

B18. Do you avoid telling friends and relatives that you have borrowed a non-bank loan? 

One answer 

Yes 1 

No 2 

Hard to say 98 

 

B19. Would you advise others to use non-bank loan lenders’ services? 

Please provide answers on a 10-point scale where 1 means, under no circumstances, but 10 - 

definitely. 

Under no 

circumstances 

(1) 

(2) (3) (4) (5) (6) (7) (8) (9) I would 

definitely 

recommend 

(10) 

Hard 

to say 

1 2 3 4 5 6 7 8 9 10 98 
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B20. Please assess the emotions you encountered when you last borrowed a non-bank loan?  

  Does not 

comply at all 

(1) 

(2) (3) (4) Fully compliant 

(5) 

Hard 

to say 

1 Joy 1 2 3 4 5 98 

2 Relief 1 2 3 4 5 98 

3 Concern 1 2 3 4 5 98 

4 Shame 1 2 3 4 5 98 

5 Anger 1 2 3 4 5 98 
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