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Abstract

Pawnbroking, one of the oldest and most accessible forms of credit, was a common feature of
life in pre-famine and famine Ireland. This paper studies the role of pawnbroking in the Irish
financial system during this important period, applying insights from modern studies on fringe
banking to analyse pawnbroking in Ireland. In the period under study, a formal tiered
financial system existed; regulated joint stock banks offered services to industry and the better
off, while fringe banks provided financial services largely, but not exclusively, to unbanked
groups. The main findings are that pawnbrokers provided a steady source of credit throughout
the island of Ireland and that this credit stream was more durable than that provided by
alternative financial service providers in the fringe banking market, especially during the
famine. Our findings suggest a nuanced interpretation is needed as we find strong
interrelationships between the various financial service providers.
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Introduction
‘Fringe’ banking (pawnbrokers, cheque cashing operators and pay-day lenders), an established,

growing,! and competitive > provider of financial services to a wide swathe of society, has boomed
in the last three decades (Caskey and Zikmund 1990; Caskey, 1994, 2005; Brooks 2006; Rivlin
2010; Prager 2014, Rowlingson, Appleyard and Gardner 2016; McMahon 2018). Yet it is derided
by its mainstream competitors (Kubrin et al. 2011) and the providers are accused of charging
‘extortionate’ interest rates. Empirical studies have attempted to explain determinants of fringe
banking and their effects on various individual and social outcomes; the jury is still out on whether
fringe banking is bane or benefit.” Using Ireland as a case study, this paper offers an historical
perspective to the literature on ‘fringe banking’ and identifies the persistent importance of one
type of fringe bank — pawnbrokers — as a source of credit and liquidity to the unbanked as well as
to the cash-strapped, but asset-rich, middle classes.

As one of the most accessible forms of credit on the British Isles, pawnbroking was
exceptionally common in nineteenth-century Britain and Ireland. The role of the pawnbroker,
traditionally referred to as the ‘people’s banker’ or “poor man’s bank’ (although used by the middle
classes and wealthy as well) was to provide liquidity to households (Fitzpatrick 2001, p. 55; Tebbutt
1983, p. 22). Many contemporary social commentators and modern scholars, perhaps viewing
pawnbroking more from a moral rather than a strictly economic perspective, have portrayed
pawnbrokers negatively. For example, Daniel O’Flinn, parish priest of Aghada, stated , ‘I believe
them a great nuisance and temptation to the poor in general, for they cannot always release what
they have pawned” (BPP 1836, Supplement to appendix E, p. 193). Meanwhile, Clear (2007, pp
31-32) notes that, ‘pawning meant that those with the least money paid over and over again for
their meagre goods’.* Notable contemporaries, however, saw things differently. The Marshal of
Dublin, whose office acted as the registrar of pawnbrokers in Ireland, asserted that, ‘it is a well

known fact that the more prosperous a city or town is, the more prosperous it is for the

LIn the US the number of pawnbrokers more than doubled from 4,849 in 1986 to 11,683 in 2003, peaking at
12,356 in 2001 (Caskey 2005). As of 2018 there are approximately 10,000 shops in the US catering to 7.4 per
cent of all US households: National Pawnbrokers Association FAQ 2018:
https://nationalpawnbrokers.org/pawn-industry-fags/

2 pawnshops now offer innovative services including online pawning: https://blog.pawnguru.com/

3 Consumer protection agencies see payday loan terms, often more than 350 per cent annually, as extortionate
(Ellihausen and Lawrence 2001, Stegman 2007) and the marketing practices of payday lenders as predatory
(Ellihausen 2009), leading to reductions in borrower well-being (Melzer 2011). Other studies show that these
loans can impose a smaller burden than paying late fees, re-establishing a utility, or paying a bank overdraft fee,
thereby improving lives (Morse 2007, Morgan 2007, Morgan and Strain 2008), and can be offered by traditional
financial institutions, removing detrimental features and promoting saving, to the benefit of both borrower and
lender (Stegman 2007).

4 Clear cites Fitzpatrick’s (2001) narrative account of pawnbroking.
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Figure 1 Monthly Redemption ratios, January 1844 to January 1848
a)Connaught: Ballina, Balinrobe, Gort, and Loughrea
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b)Munster: Rathkeale, Tralee, Thurles, Tipperary
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c)Leinster: Kells, Mullingar, New Ross
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Figure 2 Monthly Indices of pawnbroker loan amounts (loans) and number of loans
(Tickets), mean of 1845=1
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Note: Loan indices, comprised of 46 pawnbroker returns; ticket indices comprised of 68 pawnbroker returns;
Mean loan sized derived from 46 pawnbroker returns (amount lent/ tickets). Weights based on share of total

amount lent for the 46 pawnbrokers; median is annual median mean loan size by all reporting pawnbrokers.
Vertical line at 1845m11 indicates start of famine period.
Source: BPP (1849)
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Figure 3 Monthly Indices of pawnbroker loans, M0 narrow money supply, Currency in
the hands of the Public, and Bank of Ireland Discount rate (mean 1845=1)
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Table 1: Pawnbroking returns, 1832-1844

Pawnbrokers Loan funds Savings banks
Aggregate | Incomplete Tickets Loans Mean Loans Pawnbroker | Savings | Pawnbroker
returns returns loan size loans loans
relative to relative to
LFS loans TSB
savings
Number Number Million £ m £ £ m % £m %
1832 39 18 0.30 0.06 0.18
1833 131 18 3.27 0.48 0.14
1834 84 17 2.76 0.39 0.13
1835 225 4 0.52 0.88 0.14
1836 250 2 0.31 0.85 0.13
1837 445 066 9.85 1.19 0.13
1844 462 - 11.81 1.61 0.14 1.70 94.68 2.75 58.57
1845 504 - 13.15 1.84 0.14 1.86 98.80 2.92 62.98
1846 501 - 14.00 1.89 0.13 1.77 106.72 2.86 06.18
1847 486 - 10.79 1.35 0.12 0.86 156.88 2.41 56.00
1848 - - - - - 0.72 - 1.33 -
1849 - - 10.91 1.29 - 0.65 198.67 1.20 107.57

Source: Pawnbroker data: B.P.P. (1837-38); B.P.P. (1849); 1849 aggregate figures reported in Irish Examiner, 29 May 1850; Loan Fund and TSB data,
McLaughlin (2014).

Note: These data are for private pawnbrokers who made returns to the Marshal of Dublin.
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Table 2 Summary of number of pawnbrokers and pawnbroker loans

Barony Mean Standard Minimum Maximum
Deviation
All baronies
Number of
pawnbrokers 322 1.44 4.44 0 42
Loans (£) 322 5007 34,322 0 567,300
Loans per 100
capita 322 12.24 38.61 0 329.89
Mean loan (£) 322 0.05 0.09 0 0.49
All baronies (excluding Belfast and Dublin)
Number of
pawnbrokers 319 1.19 3.11 0 39
Loans (f) 319 2871 11902 0 176,712
Loans per 100
capita 319 11.02 35.17 0 329.89
Mean loan (f) 319 0.05 0.09 0 0.49
Munster
Number of
pawnbrokers 77 2.58 5.43 0 39
Loans ({) 77 7,570 22,809 0 176,712
Loans per 100
capita 77 22.2 58.9 0 330
Mean loan (f) 77 0.10 0.12 0 0.49
Leinster
Number of
pawnbrokers 125 0.79 3.89 0 42
Loans (f) 125 5,773 50,761 0 567,300
Loans per 100
capita 125 10.1 32.3 0 244
Mean loan (f) 125 0.03 0.06 0 0.30
Ulster
Number of
pawnbrokers 72 1.96 5.16 0 41
Loans (£) 72 3,690 15,513 0 129,238
Loans per 100
capita 72 10.3 28.1 0 188
Mean loan (f) 72 0.06 0.08 0 0.36
Connaught
Number of
pawnbrokers 48 0.50 1.41 0 9
Loans ({) 48 877 3,208 0 21,610
Loans per 100
capita 48 4.8 19.5 0 125
Mean loan (f) 48 0.03 0.06 0 0.18
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Table 3 Negative Binomial Regression of the number of pawnbrokers in

1844
O 1 @ 6 1 @
Incidence rate ratios Marginal effect at mean
Loan Fund Societies 1.10* 1.12%% 0.204* 0.212%%
(0.056) (0.058) (0.109) (0.100)
Joint Stock Banks 1.83%%* 1.83%+* 1.280%* 1.159%*
(0.215) (0.211) (0.583) (0.568)
Savings Banks 1.52%* 1.39% 0.888** 0.631*
(0.247) (0.241) (0.379) (0.353)
Non-agricultural
employment 1.05%%* 1.05%%* 0.096** 0.094**
(0.011) (0.011) (0.040) (0.041)
literacy 0.88 0.80 -0.279 -0.418
(0.915) (0.851) (2.222) (2.045)
Poor Law Valuation per acre 0.99 0.97 -0.014 -0.060
(0.005) (0.052) (0.011) (0.104)
City 0.43 0.72 -1.774 -0.630
(0.247) (0.312) (1.488) (0.952)
Leinster 0.77 0.71 -0.557 -0.657
(0.380) (0.358) (1.085) (1.028)
Munster 3.69%k* 3.7 3%k 2.771** 2.530%*
(1.488) (1.529) (1.144) (1.113)
Ulster 1.04 0.98 0.087 -0.033
(0.548) (0.531) (1.112) (1.040)
Population density 1.00 0.99 0.002 -0.011
(0.013) (0.070) (0.027) (0.135)
Constant 0.07*%* 0.07*%*
(0.067) (0.066)
Log alpha 0.84 0.87
(0.178) (0.175)
Observations 322 319 322 319
Model chi-square 409.49 180 409.49 180
df 11 11 11 11
Loglikelihood -354 -343 -354 -343
Pseudo R2 0.21 0.20 0.21 0.20

Column 1 & 2 robust see form in parentheses, Column 3 & 4 Robust standard errors in parentheses (delta-method

standard errors), ¥** p<0.01, ** p<0.05, * p<0.1
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Table 4 OLS regressions of Pawnbroker loans per capita and mean loan

sizes 1844.
(1) (2) 3) 4)
Loans per Loans per
capita capita Mean loans Mean loans
Loan Fund Societies -0.75 -0.41 0.01 1%+ 0.01 2%+
(0.796) (0.769) (0.003) (0.003)
Joint Stock Banks 16.677#%* 16.471%%* 0.022%% 0.022%%
(4.871) (4.93) (0.005) (0.005)
Savings Banks -0.54 -3.64 0.032%% 0.025**
(5.779) (5.812) (0.011) (0.011)
Non-agricultural
employment 0.28 0.40 0.0071*** 0.0071***
(0.224) (0.254) (0.0004) (0.0005)
Illiteracy 10.69 11.01 -0.006 -0.007
(11.258) (10.819) (0.037) (0.037)
Poor Law Valuation
per acre -0.06 -0.03 0.0002 -0.0002*
(0.184) (1.572) (0.000) (0.0002)
City 1.05 29.76 -0.058 -0.015
(26.770) (22.033) (0.042) (0.026)
Munster 12.95%* 13.56** 0.062%%* 0.063%**
(6.108) (6.027) (0.015) (0.015)
Leinster 5.39 4.52 -0.002 -0.003
(4.035) (3.856) (0.013) (0.013)
Ulster -6.12 -6.71 0.005 0.003
(4.401) (4.291) (0.015) (0.015)
Population density 2.0 0.11 -0.001 -0.001
(0.671) (2.237) (0.001) (0.0002)
Constant -15.27 -17.491 -0.030 -0.036
(11.440) (11.641) (0.034) (0.034)
Observations 322 319 322 319
R-squared 0.41 0.30 0.41 0.40

Robust standard errors in parentheses, *** p<0.01, ** p<0.05, * p<0.1
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Table 5 Loan Fund Society loans, 1841-1850

Loan sizes Implied weekly repayment
L L L L L L
Minimum | Maximum Mean Min Max Mean

1841 1.89 513 3.44 0.09 0.26 0.17
1842 1.86 4.72 3.47 0.09 0.24 0.17
1843 2.13 5.17 3.48 0.11 0.26 0.17
1844 2.43 4.93 3.01 0.12 0.25 0.18
1845 2.70 5.07 3.74 0.13 0.25 0.19
1846 2.70 5.26 3.85 0.14 0.26 0.19
1847 2.37 5.10 3.82 0.12 0.25 0.19
1848 2.31 6.19 3.90 0.12 0.31 0.20
1849 2.31 0.46 391 0.12 0.32 0.20
1850 1.66 6.89 3.67 0.08 0.34 0.18

Source: Loan Fund Board annual reports., author calculations
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Appendix:
Data summary:

Figure Al: Pawnbrokers in 1844 by year of registration
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