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CANTON, Ohio — This city is known
for a few things — the Pro Football
Hall of Fame, the presidential li-
brary of William McKinley, a lively
downtown arts scene.

But in banking circles, it has
gained a more distinct reputation:
Canton is a nexus of the payday
lending industry, in which people
who have trouble making ends meet
from one paycheck to the next take
out high-interest loans from special-
ty lenders.

On 30th Street, a half-dozen pay-
day lending outlets surround a pop-
ular shopping center. At the Advance
America shop, Martin Munn stopped
in recently with his daughter to do
his biweekly banking: Nearly every
payday, he cashes his check, pays off
his last loan in full and takes out a
new one against his next paycheck.
The amount he borrows varies, but
it is typically around $500, for which
he pays a fee of $73 — a 380 percent
annual interest rate.

The woman who manages the

store, Tanya Alazaus, greeted Mr.
Munn with a smile. Mrs. Alazaus
sees herself as a local merchant.

But federal regulators view her
and businesses like Advance Amer-
ica as part of a predatory industry
that is ripe for reform.

The Consumer Financial Protec-
tion Bureau, the watchdog agency
set up after the last financial crisis,
is poised to adopt strict new na-
tional rules that will curtail payday
lending. These will limit the number
of loans that can be taken in quick
succession and will force companies
like Advance America to check that
their borrowers have the means to
repay them.

But lenders — and even some con-
sumer advocates who favor stronger
regulation — are grappling with the
uncomfortable question of what will
happen to customers if a financial
lifeline that they rely on is cut off.

Ohio has some of the highest
per-capita payday loan use in the
nation, and the rates that lenders
charge are also among the highest.

At least 14 states have banned
high-interest payday lending, and
for a time, it looked as if Ohio would
join them. In a 2008 referendum,
voters overwhelmingly backed a
law limiting interest rates.

But lenders found loopholes, and
their loan volume grew: To skirt the
rate caps, payday lenders register

as mortgage lenders or as credit
service organizations, which are
allowed to charge fees for finding
loans for customers.

The most obvious way to reduce
short-term loan costs would be to
cap how much lenders charge, but
the 2010 law that created the Con-
sumer Financial Protection Bureau
prohibited the agency from setting
rate limits. So instead it devised a
complex set of underwriting rules
that will make it harder for lenders
to stay in business.

Right now, few payday lenders
run formal credit checks on their
borrowers.

The consumer bureau’s guide-
lines, which can be enacted by the
agency without outside approval
and could take effect next year, will
require more inquiry.

Storefront lenders and the grow-
ing number of companies that make
loans online will generally need
to verify a borrower’s income and
debts, estimate living expenses and
ensure that the borrower can afford

the required payments.
Lenders will be able to issue loans

of up to $500 without those checks,
but only to people who have not
repeatedly reborrowed. Many bor-
rowers will face a mandatory 30-
day period before they can take out
another loan.

The requirements are a messy
compromise that both sides hate:
The lenders predict that they will
not be able to make enough money
to survive, while consumer advo-
cates say that lenders will be able
to continue making some loans that
their borrowers cannot repay.

Loan volume will drop signifi-
cantly under the new rules, but the
industry says that high volume and
prices are needed to cover its oper-
ating costs. Some research backs
that claim: A Federal Deposit Insur-
ance Corporation study of payday
lending’s profitability concluded that
high delinquency rates and the over-
head of running retail stores justified
the industry’s interest rates.

“We’re very concerned that if this
goes through, it will put a lot of peo-
ple out of business,”said Pat Crowley,
a spokesman for the Ohio Consumer
Lenders Association. “There will be
less credit available, and those who
find a resource will pay more.”

Many economists fear that he is
correct — and that low-income con-
sumers will be the ones who are hurt.
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The industry is seen as
predatory but also as
essential.
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across the country.
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The Cost of Off-Campus Living

To Cut Spending, Create Some Space for Yourself

Location. Location. Location. That
adage about real estate pricing
takes on new meaning in the hands
of college administrators.

In setting allowances for off-cam-
pus living, the Pratt Institute in
Brooklyn decided that $18,500
should cover it. Two blocks away, St.
Joseph’s College determined that
$10,000 would suffice.

This is not just a New York state
of mind. Estimating expenses is a
murky business across the country,
made even more so when “miscel-
laneous expenses” — for anything
from insurance to laundry — are
added to the equation.

Nearly 60 percent of colleges sig-
nificantly underestimate or over-
estimate off-campus living costs,
according to continuing research by
the Wisconsin HOPE Lab.

Consumer-friendly shopping tools
like the government’s College Score-
card and net price calculators will
churn out misleading information,

making it difficult for applicants to
compare colleges. While a low pro-
jection can be a boon for colleges
looking to attract more applicants, it
can spell disaster for students who
enroll and discover that their living
costs are higher than they can afford.

Perhaps most critical, the total
cost of attending a particular college
or university, as estimated by the in-
stitution, sets the limit on how much
a family can take out in student
loans, leading some students to bor-
row more than they need and some
to borrow less and run out of money.

Room, board and personal ex-
penses make up about half of
college costs. Most students live
off-campus — 87 percent — but
even students who plan to live in
dorms can be affected by shaky sta-
tistics. That’s because some college
planning websites, including the
College Scorecard, average schools’
on- and off-campus living expenses
to reach their net price — the cost of
attending less the average amount
of grants and scholarships awarded.

Miscalculations can be traced to
the regulations that govern college

pricing. The Department of Edu-
cation requires colleges to report
the cost of attendance. It tells them
what kinds of costs to include, but
gives wiggle room in how they come
up with the numbers. Colleges use
a hodgepodge of methods to predict
costs.

Some colleges keep estimates
low, they say, to prevent their stu-
dents from going into too much
debt. If students get more than they

need, it’s easy to spend it.
Just as colleges may be tempted

to underestimate budgets, there are
incentives to overestimate. One is
to ensure that students don’t run
out of rent money. High cost-of-at-
tendance numbers mean students
qualify for more low-cost federal
loans, said Kim Dancy, a policy ex-
pert at New America. Universities
may also want to make their dor-

mitories look more affordable. That
could persuade students to live on
campus, which generates more rev-
enue for the college and also leads
to higher student engagement.

Students who discover they don’t
have enough money to cover living
expenses can petition their finan-
cial aid administrators to raise their
cost-of-attendance budget, which
would allow them to borrow more
money.

The Department of Education,
which cannot by law regulate most
components of the financial aid
analysis or any part of the cost of
attendance, makes only vague sug-
gestions about how to set such bud-
gets. The National Association of
Student Financial Aid Administra-
tors created a 16-page monograph
with guidelines, emphasizing the
need to devise budgets for a modest
living standard.

Cost of attendance can be a “hot
political issue,” the monograph
warns. “The pressure to be more af-
fordable can lead to scrutiny of the
cost of attendance by senior admin-
istrators.”

Before a drug can be marketed, it
has to go through testing to show it
is safe and effective. But the Food
and Drug Administration does not
regulate surgery. So what happens
when an operation fails a clinical
trial?

The expectation is that medical
practice will change. If only.

Take what happened with spinal
fusion, which welds together adja-
cent vertebrae to relieve back pain
from worn-out discs. It actually was
tested in four clinical trials. The con-
clusion: Surgery was no better than
alternative nonsurgical treatments,
like supervised exercise. In both
groups, the pain usually diminished
or went away.

The studies were completed by
the early 2000s and should have
been enough to greatly limit or stop
the surgery, says Dr. Richard Deyo
of the Oregon Health and Sciences
University. Instead, spinal fusion
rates soared until 2012, after Blue
Cross of North Carolina said it
would no longer pay and some other
insurers followed suit.

“It may be that financial disincen-
tives accomplished something that
scientific evidence alone didn’t,” Dr.
Deyo said.

Other operations continue to be
reimbursed despite trials that cast
doubt on them. Dr. David Kallmes
of the Mayo Clinic said he thought
the operations continued because
insurers paid and doctors remem-
bered their patients who seemed
better afterward. “I think there is a
placebo effect not only on patients
but on doctors,” he said.

The latest controversy is surgery
for a torn meniscus, a sliver of carti-
lage in the knee. It often afflicts mid-
dle-aged and older people, and often
accompanies osteoarthritis. The re-
sult can be a painful, swollen knee.

Orthopedists wondered if the op-
eration made sense because they
realized there was not a clear rela-
tionship between knee pain and me-
niscus tears. When they did M.R.I.
scans, they often saw meniscus tears
in people who had no pain. And those
who said their knee hurt tended to
have osteoarthritis, which could be
the real reason for their pain.

Adding to that complication, said
Dr. Jeffrey N. Katz, a professor of
medicine and orthopedic surgery at
Harvard Medical School, is the fact
that not everyone improves after
the surgery. That was what led Dr.
Katz and his colleagues to conduct
a clinical trial comparing surgery
with physical therapy in people with
a torn meniscus and knee pain.

The result: The surgery offered
little to most who had it. Other
studies came to the same conclu-
sion. Patients tended to report less
pain — but they reported less pain
no matter what the treatment, even
fake surgery.

So what should patients be told?
Should they be offered surgery?

Patients should be told that phys-
ical therapy is a good first-line ther-
apy for pain relief, Dr. Katz said,
but that surgery also relieves pain.
“At the end of the day,” he said, “pa-
tients ought to choose.”

I’m going to assume that you’re one
of the millions of people who have a
frustrating relationship with spend-
ing. It starts with a commitment to
your budget. Then, despite your re-
solve, you break down, pull out the
credit card and do something that
you promised you wouldn’t. You
wake up ashamed and resolve never
to do it again. Then you repeat. Frus-
trated, you wonder what’s wrong.

We can all relate. If not money, in-
sert food. So what can we do about
this problem of knowing we should
act one way but repeatedly doing
something different? The answer
lies in understanding the relation-

ship between the stimulus to do
something, how we respond and a
secret I’ll share in a minute.

Almost all personal finance ad-
vice focuses on controlling the stim-
ulus or your response to it. Gurus

tell you to stay off Face-
book, fire all your nonfrugal
friends. Then, you’re told to
control your response. Most
of this advice centers on
making it painful to spend.
Track your spending and
feel bad about it. This works
until it doesn’t. It leads to
more spending as a form of
self-medicating.

So here’s the secret. It’s
most often attributed to Vik-
tor Frank, an Austrian neu-
rologist and psychiatrist:

“Between stimulus and response
there is a space. In that space is our
power to choose our response.”

It starts by acknowledging that
the space exists. Most of us don’t
even know it’s there. We see a Twit-

ter post about a book, the post has
a link to Amazon, we click the “one
click buy” button, and then we own
a book.

So we need to practice pausing
once we’re in that space between.

One way of creating space that
I’ve shared before is the 72-hour
rule. Before I started following the
rule, I had stacks of unread books
all over my office. Now if I hear of
or see a book that sounds interest-
ing, it goes on a list I created in my
Amazon account called “The 72-
Hour List.” If I still want the book
when I return 72 hours later, I buy
it. There’s now a really long list of
books I’ve never bought.

How you add space is up to you,
but once you do, the stimulus and
response take care of themselves.
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A NECESSITY FOR SOME The payday lender Advance America operates offices in
29 states, including 220 in Ohio, like this one in Canton.
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Beyond the Dorm
The estimated cost of one year of
living off-campus can vary greatly,
depending on who is doing the
figuring. Here are estimates
from a few colleges and their
neighbors:

$18,460
The Pratt Institute in Brooklyn

$10,000
St. Joseph’s College, two blocks
from Pratt

$16,116
Marquette University in Milwaukee

$12,702
Milwaukee School of Engineering,
about a mile and a half from
Marquette

$17,000
Pitzer College, Claremont, Calif.

$9,238
Pomona College, about a mile and a
half from Pitzer
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