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A HISTORICAL PERSPECTIVE
In order to assess the road ahead, it is often helpful to review the route

that has led to the current destination. What does our journey over the past
25 years reveal about our prospects for the future?

In his book Fringe Banking, John P. Caskey, Professor of Economics at
Swarthmore College, chronicles the dramatic growth of check-cashing out-
lets and pawnshops in the 1980s. He offers a variety of explanations for the
boom in “fringe banking,” running the gamut from regulatory changes
(banking deregulation) to socioeconomic changes (wage stagnation and
decline in the real income of households in the lower end of economic dis-
tribution) to increased immigration and entrepreneurship. 

Whatever the root causes, the financial services market began to change
25 years ago for most low- to middle-income Americans. The banks, thrifts
and finance companies began to withdraw from these customers and their
neighborhoods. These traditional sources of deposit and credit services shift-
ed their focus to credit cards, home equity lending and investment services.
In doing so, they migrated upscale to customers with higher household

The past 25 years have yielded unparalleled

growth and prosperity for the financial service

center industry. Today, the industry serves more

customers with more products than anyone could

have foreseen in the early 1980s. And by all

quantitative measures, the industry has never

been stronger. Yet a cloud of anxiety looms over

the collective psyche of industry leaders today,

as if to portend a gathering storm. Can we extend

the period of prosperity with a growing share of

the financial services market, or should we bat-

ten down the hatches to protect the ground we

have gained?
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incomes
and less
credit risk. Their
focus became high-
dollar, low-touch trans-
actions, which led to a contraction of outlets. Relationship banking
that was built on trust, service and respect got lost in the transi-
tion. Thus, an opportunity evolved.

Entrepreneurs jumped to fill the void. Thousands of mom and
pop operators opened shops to serve the financial needs of those
who then found themselves “unbanked.” This period gave birth to
players like Cash America International and ACE Cash Express,
who later became large public companies despite prevailing Wall
Street sentiment at the time that neither the credit nor equity 
markets would ever embrace financial
service companies operating on the
fringe. In fact, nine out of ten
investment bankers scoffed (some
politely, some not) at the idea of
taking a chain of pawnshops 
(Cash America) public in 1987.
Cash America’s market capitalization
today exceeds $1 billion, and ACE
was recently sold at a valuation of
approximately $420 million.
Investment bankers are now calling
regularly on both of these compa-
nies, as well as others in the industry.

Ironically, Caskey’s book contains
scant reference to contemporary
payday lending, a product that was
just beginning to gain traction when
the book was published in 1994.
Again, entrepreneurs jumped in to
fill the market void for small
denomination, short-term credit.
Trend spotters in 1994 did not
foresee the boom that was about to
occur with the payday product.
Stephens, Inc. estimates that market
segment today generates $7.9 
billion in revenue through 24,000
locations and on the Internet. 

CURRENT STATE
Any objective outsider evaluating the current state of the financial

service center industry would be compelled to draw very positive
conclusions.

Customer demand for our products and services remains strong –
a fact that many outsiders find counterintuitive, given the strength
of economic expansion over the past few years. Recent independent,
industry-wide surveys indicate that customer satisfaction levels
compare favorably to alternative sources, and the prospects for
population growth in the U.S. disproportionately favor our targeted
customer segments.

The industry is expanding in both the brick and mortar and
online arenas. We are adding jobs where other industries are 
contracting. 

Published data for the handful of public companies in the industry
indicate that most of these companies are enjoying record revenues
and earnings. A number of private companies and one public company
have been purchased by private equity firms for sizable earnings
multiples. 

On the surface, times have never looked better.

THEN WHY THE ANXIETY?
A candid conversation with most industry-leading CEOs today

would leave that same objective outsider scratching his or her head
about the outlook for the future. Despite a great run of 25 years
and a strong current position, many industry participants have
never been more anxious about the future.

Some anxiety is always healthy. Benjamin Franklin suggests in
Poor Richard’s Almanac that “Success has ruined many a man.”
Success can breed arrogance, which in turn blinds one from clear
vulnerabilities. Humility and a slight sense of paranoia are important

components of strategic vision.
However, the ominous sense of

concern hovering above our parade
extends beyond a thin layer of
healthy cloud coverage. The confluence
of several external factors has now
reached a degree of intensity that 
commands frightening levels of
engagement from industry participants,
both large and small. This activity
saps energy and resources away from
the growth and development of our
fundamental business model. What
this industry does well is serve cus-
tomers with speed, efficiency and
respect. Left to our own devices, all
of our resources would be dedicated
to enhancing that value proposition
for our customers. Unfortunately, 
the threats to our business cannot 
be ignored.

What are those factors contributing
to occasional sleepless nights?

One of the key factors responsible
for a significant ratcheting of anxiety
in the past few years has been a 
historically unprecedented assault
launched against the industry by a

long list of self-proclaimed consumer advocates. While this is not
new (certain check-cashing, pawnshops and rent-to-own entities
were frequent targets of misguided critics in the 1980s and
1990s), the intensity of assault on the industry has graduated 
from what now seems like an R.O.T.C. drill in previous decades, to
a war of mass destruction today. What makes this campaign different
from past attacks is that it is financed with generous donations
from wealthy foundations, and the recipients of those funds have
mastered the use of misleading sound bites and demagoguery to
malign the industry.

A second factor is the relatively new burden of regulatory com-
pliance, coupled with the ongoing threat of significant additional
legislative and regulatory interference. Our world is now inundated
with new acronyms: FinCEN, MSB, AML, CTR, SAR, etc. No one
should be surprised or outraged over the government’s efforts to
fight terror on all possible fronts in a post-9/11 world. New laws
and regulations were required and many aspects of our way of life
have changed permanently. Unfortunately, as a highly fragmented,
loosely organized and under-capitalized industry, the financial service
center industry has suffered a particularly heavy burden from new
Anti-Money Laundering regulations. The cost of compliance for the

IN FACT, NINE OUT OF TEN 
INVESTMENT BANKERS SCOFFED
(SOME POLITELY, SOME NOT) 
AT THE IDEA OF TAKING A CHAIN 
OF PAWNSHOPS (CASH AMERICA)
PUBLIC IN 1987. …

…INVESTMENT BANKERS ARE 
NOW CALLING REGULARLY ON
BOTH OF THESE COMPANIES, 
[CASH ADVANCE AND ACE] 
AS WELL AS OTHERS IN 
THE INDUSTRY.

continued on page 26
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industry and its credit-providing partners not only challenges our
ability to drive greater value for our customers (99.9 percent of
whom are honest, hard-working citizens), but also threatens the
industry’s access to capital.

A third factor appearing frequently in the financial press is the
threatened intrusion of the commercial
banks and large non-financial entities.
Wells Fargo, Bank of America and a host
of other financial institutions talk incessantly of
product innovation and marketing strategies
designed to usher the unbanked into the
mainstream of financial services. Wal-Mart
and other retailers with expansive foot-
prints throughout the U.S. are determined
to find ways to capture a share of the
financial services market for the
unbanked and underbanked segments.
They view the opportunity through the
dual lens of high-margin incremental
revenue and traffic generation for their
core retail products. Although these
threatened intrusions have yet to derail the momentum of the
financial service center industry, it is difficult to rest comfortably
in the forest with giants looming about.

A final significant factor for many is the growing popularity of
electronic financial solutions that threaten traditional distribution
methodologies. Various Federal Reserve studies published in recent
years show that the use of electronic payments has increased
substantially, while the use of checks continues to decline, albeit
at a much slower rate than many industry watchers would have

predicted ten years ago. Employers, including some of the large
players in this industry, are moving away from checks to store valued
cards for issuing payroll to employees without direct deposit
authorization. Banks are currently promoting check cards for short-
term cash advances, and a variety of providers have introduced new

electronic alternatives for money trans-
fer services. Others are working on
developing technology for handling
financial services through cell phone
networks.

These factors, along with a variety of
others like immigration reform, simply
make your head hurt when thinking
about the future. Is there a way to navigate
treacherous territory while continuing
to serve a large and growing segment 
of the population?

THE LIGHT SHINES BRIGHT
Despite the hurdles, challenges and

obstacles cluttering the road ahead,
now is not the time to batten down the hatches and play defense.
Customer demand and satisfaction for the products and services
delivered by the financial service center industry are strong and
growing. Our customers are much smarter about their choices than
the consumer advocates want the world to believe, and if better
options were available today, they would be using them. There is
no reason to believe the needs and demands of this customer seg-
ment will change significantly in the years ahead. The industry
must refuse to abandon this customer to regulatory fiat, 

IS THERE A WAY TO NAVIGATE

TREACHEROUS TERRITORY

WHILE CONTINUING TO SERVE 

A LARGE AND GROWING 

SEGMENT OF THE POPULATION?

The Future, continued from page 25
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or buckle in the face of competitive threats
from larger, better capitalized entities. In
fact, one might argue a case for playing
with even more aggressive offense in the
future by expanding the industry’s focus 
to the lower tier of banked customers 
previously considered untouchable.
Perhaps we could find ways to craft a 
value proposition that would draw such
customers out of the more stodgy and
impersonal financial institutions.  

Remaining rooted in the key fundamentals
leveraged over the past 25 years will be
critical for extending the run of success. In
the immortal words of that great University
of Texas football coach Darrell Royal, “Ya
got to dance with who brung ya.”

The financial service center industry
must play to its strengths of innovation and
service. The industry has prospered because
entrepreneurs saw openings when others
were blinded by a bias against hard-working
Americans living from paycheck to paycheck.
The industry has effectively assessed the
wants and needs of a disenfranchised
customer base and developed products 
that are convenient, quick and easy to
understand. Most industry participants, from
the mom and pop operator to the large
public chains, have embraced the principles

of relational service, where treating customers
with respect, trust and compassion is viewed
as a competitive advantage rather than as
an untenable operating expense. The great
advantage we have is that we know and
appreciate our customers. We invest in 
the neighborhoods where they live and
work. We know their families and they are
frequently comfortable enough to share
their personal trials and celebrations with
us. They trust us because they know we
care and genuinely want to help. Such 
relationships do not exist with the large
commercial banks, credit card companies
or big box retailers. They long ago ceded
that competitive advantage to our industry
and it is one we must leverage into the
future.

Don’t confuse the concept of sticking 
to fundamentals with the concept of status
quo. The status quo – offering the same
products in the same way with the same
pricing – is not the formula for future
growth and prosperity. Positioning the
industry to extend its run for at least another
five to ten years will require even more
innovation, speed and creativity than we
have seen in the past 25 years. In today’s
world, you either embrace change or get
buried by it. The industry must embrace

the principle of dynamic change, where we
continuously assess the evolving needs of
customers and quickly adjust, while
assuaging the concerns of regulators 
and remaining a step ahead of would-be
competitors.

There are a few strategic imperatives
that already appear clearly important for
competing in the challenging spectrum of
the next ten years.

The first of these is scale. The industry
must gain greater scale – more customers,
more products, more locations, more channels,
more revenues, more tax dollars, etc. – if
we wish to compete effectively in a more
hostile market. Scale strengthens brand,
attracts capital and creates influence; all
critical ingredients for fueling growth.
Scale also yields a breadth of resources,
both human and financial, that can be 
justifiably diverted away from income-
producing activities and dedicated to 
more strategic assignments such as product
innovation and public relations.

A second imperative is multi-product
offerings. Participants in the industry
should be positioning themselves as full-
service neighborhood Financial Service

continued on page 28
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providing fair and convenient financial
solutions for a segment of the population
shunned by the traditional financial institutions.
We know our customers are grateful for 
our service and appreciate the respect we
show them. Unfortunately, much of the
media and public policy makers still view
us through the prism of a Charles Dickens
novel. The industry must do more at both
the grassroots and national levels to
enhance its image. More money and 
more time will be required.

IMPLICATIONS FOR THE 
MOM AND POP OPERATORS

One might argue that the strategic
imperatives enumerated above favor larger
corporate players over mom and pop operators.
The big corporations are better capitalized
with less concentration of risks. They
should be better positioned to maneuver
through the minefield of regulatory and
competitive challenges.

This would definitely be the popular
argument advanced by Wall Street analysts
and investment bankers. However, those
analysts and investment bankers have
never spent any time in the trenches trying
desperately to compete with a passionate
mom and pop operator. For those of us who

Additionally, the industry must find new
venues or vehicles for distributing its products.
This may involve partnering with parties we
currently have identified as enemies and/or
capitalizing on technologies that have yet
to be developed. Again, innovation and 
creativity are essential.

A fourth imperative calls for the use 
of more sophisticated technology.
Sophisticated systems and robust data
management will enhance product innovation,
accelerate the speed of service (a critical
competitive advantage) and provide better
business intelligence. Frankly, the financial
service center industry is vulnerable to
superior data-mining capabilities resident
in larger financial and retail institutions.
Faster and more accurate intelligence about
product performance, customer behavior,
and market shifts will be essential for
repelling external threats.

A final, and blindingly obvious, imperative
for securing the future is widespread industry
support for more effective public relations
activities. The industry has flourished in
spite of a significant underinvestment in
activities designed to correct the over-
whelming negative misperceptions of who
we are and what we do. We recognize that
we serve an important role in society by

Centers. Most players have already moved
in this direction and the migration of others
is only a matter of time. A multi-product
offering allows one-stop shopping for customers,
provides opportunities for cross-selling, and
leverages the fixed overhead of existing real
estate. The training, compliance and systems
complications of a multi-product offering
can be significant for multi-unit operators,
but those challenges are manageable.
Single or limited-product operators will 
find it more difficult to compete in the
days ahead.

A third imperative is multi-channels of
distribution. Today the industry is dominated
by brick and mortar locations positioned
throughout urban and rural markets in the
U.S. It is hard to imagine that this dominance
will ever give way to alternative channels of
distribution, but the online channel and
electronic transaction platforms have
gained significant traction in the past three
to five years. Both Cash America and Dollar
Financial have made sizable investments in
online providers. These newer platforms
have attracted virgin customers who are
specifically drawn to the unique channels,
but they have also cannibalized customers
of existing brick and mortar units. That
trend will continue.

28 |  currents year end 2007

Question: What do you see as the future of the financial service
center industry for small operators? What is the key to being 
successful in the future?

Bill Staderman
W.P.S. Systems Ltd., Brooklyn, NY
One store 

I think the future of our industry is bright for
those willing to evolve and seize new opportunities.
At their core, our business owners are very
entrepreneurial by nature, regardless of size.
Because of our skills and resourcefulness, I 

definitely see a great future for our industry. We may not be doing
the same things we’re doing right now, but certainly we have the
talent to evolve into something that will be very good for us all.

One example of an opportunity is “wholesale distribution,” where
we would act as the wholesaler, distributing products other than
check cashing to our retail customers. These opportunities could
include various banking products such as loans, insurance, and
mortgages. While these products are outside our core businesses,
they are, generally speaking, aligned with what we do and with
what our customers might need.

One of the quickest ways to identify and leverage new trends is
to attend conferences that are outside our industry to learn about
new products that may be a fit for our customers. For example,
bank industry conferences are useful because you can explore
aligning yourself with partners who may be interested in selling to
our customers. It also gives us the opportunity to look at a product
we’re not selling now, and to explore the possibilities of partnerships
that are mutually beneficial. 

Gary Dachis
Unbank Company, Minnetonka, MN
14 stores

I definitely see a future for our industry; otherwise
I’d get out of the business. I think going forward
we’re going to have to diversify our product
base. We’ve always had to do that, but that
must remain a priority. Think of our customers

much like a basic cable subscriber – they cash a check, and they
buy a money order to pay a bill. In addition to that, going forward,
we want them to subscribe to HBO and Showtime and ESPN sports

❝»In Their Own Words
In this issue, Currents asked FiSCA Board members to assess the future of the financial service center industry from
the standpoint of the small operator. Here’s what they had to say.

continued on page 30
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have, it is awfully tough!
Clearly, the large multi-unit entities enjoy

certain advantages of scale and financial
strength that are never available to a mom
and pop operator. However, these advan-
tages have existed for several decades and
yet the mom and pop operators have
remained resilient, finding and protecting
their own niche. The small owner-operators
command an enormous advantage with
their entrepreneurial spirit and sense of
ownership. They are better in touch with
the evolving wants and needs of their 
customers, and are able to adapt much
more quickly than any of the big boys.
They are also able to nurture stronger 
relationships with their customers because
of the constancy of their presence and 
freedom from the shackles of some nonsensical
policy manual.

In short, don’t worry about the mom and
pop operators; they are street fighters.

PROSPECTS FOR CONSOLIDATION  
Once again, conventional wisdom would

judge consolidation within the financial
service center industry as inevitable. In
fact, many have been surprised by the lack
of consolidation to date.

Plenty of compelling reasons exist for

companies to consider combining with 
one another. Obtaining scale, adding 
complementary products, acquiring real
estate, leveraging administrative overhead,
gaining marketing efficiencies and adding
management talent are all attractive objectives
in a consolidation strategy. Add the pressure
for public companies to grow earnings and
you have all the ingredients to safely bet
that conventional wisdom may be right 
on this one.

Consolidation will likely occur, but at a
much slower pace than many would expect.
Today, most industry participants, both
buyers and sellers, lack the deal-making
sophistication that has facilitated much of
the consolidation in the banking business
and other financial arenas. Additionally,
certain enabling state laws contain provisions
that create disincentives for consolidation.
Any state law with a prohibition against 
one company having more than one payday
loan outstanding to a single customer is 
an example of such a disincentive. And
finally, the threats of legislative and 
regulatory interference add an element 
of risk that is difficult to quantify for an
acquiring entity.

Don’t expect to see a burst of activity
any time soon.

The great run enjoyed by the financial
service center industry over the past 25
years is not coming to a screeching halt.
Plenty of opportunity will exist for the
industry to extend that run with the same
entrepreneurial zeal that has fueled over
two decades of prosperity. However, the
next five to ten years will not be as easy as
the last 25. Even greater creativity, speed,
flexibility and innovation will be required to
succeed in an increasingly hostile and
competitive environment. The industry
must continue to play to its strengths, and
never, ever compromise on the principle of
honoring the dignity of our customer by
providing great value with genuine care 
and respect.  ■

Daniel R. Feehan is President & CEO of Cash
America, International, Inc. Cash America is 
a provider of specialty financial services to
individuals in the United States, with 936
total locations. Cash America is the largest
provider of secured non-recourse loans to
individuals, commonly referred to as pawn
loans, through 495 locations in 22 states
under the brand names Cash America Pawn
and SuperPawn.
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