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Proximate Landscapes of Economic Inclusion in Southeastern

Pennsylvania∗

Ian M. Dunham and Alec Foster
Temple University

Although mainstream banking institutions offer a suite of benefits to patrons, the proportion of U.S. households that are
unbanked and underbanked remains persistently high. This study examines the spatial relationship between alternative financial
service providers (AFSPs) and banks and neighborhood demographics in southeastern Pennsylvania. Results from spatial regres-
sion analyses reveal that AFSPs are disproportionately located in close proximity to neighborhoods with comparatively lower
levels of educational attainment and higher rates of subprime mortgage lending, whereas banks are disproportionately located in
close proximity to neighborhoods with comparatively higher levels of income and educational attainment and a lower percentage
of minority residents. Key Words: bank access, economic inclusion, spatial regression, unbanked/underbanked, urban
inequality.

�������������������,����������������,����������������

������	, ��������� (AFSPs) ���
���������������������, AFSPs ��

��������������������������������, ��������������
����

������������������� ���: ���������, ����, ����, ��� / ������,

������

Si bien los bancos comunes ofrecen a sus clientes regulares un portafolio de beneficios, la proporción de hogares de los EE.UU.
que carecen de servicios bancarios, o que solo los utilizan parcialmente, se mantiene persistentemente alta. En este estudio se
examinan las relaciones espaciales entre proveedores de servicios financieros alternativos (AFSPs) y bancos, y la demografı́a de
vecindarios en el sudeste de Pensilvania. Los resultados obtenidos por análisis espaciales de regresión revelan que los AFSP se
hallan desproporcionalmente localizados en estrecha proximidad a vecindarios con niveles de educación comparativamente más
bajos y tasas más altas por préstamos hipotecarios de categorı́a no preferencial, en tanto que los bancos están desproporcional-
mente localizados en proximidad cercana a vecindarios con niveles de ingreso y educación comparativamente más altos y con un
porcentaje más bajo de residentes de minorı́as. Palabras clave: acceso bancario, inclusión económica, regresión espacial,
servicio bancario pleno/servicio bancario parcial, desigualdad urbana.

A ccess to fair and affordable financial products
and services is essential to the long-term asset-

building strategies of households and the stability of
urban neighborhoods (Sherraden 1991, 2005; Retsinas
and Belsky 2005; Blank and Barr 2009; Fernholz
2010). Many Americans, however, lack any formal
affiliation with mainstream banking institutions and
instead rely on a range of alternative financial ser-
vice providers (AFSPs)—car title lenders, check cash-
ing outlets, money transmitters, pawn shops, payday
lenders, refund anticipation lenders, and rent-to-own
establishments—to meet their basic banking and credit
needs (Caskey 1994). Although AFSPs might offer
convenience to users (Dove Consulting 2000; Andre
and Associates 2001), reliance on these services is con-
cerning for a number of reasons. Namely, the price
of services offered by AFSPs might be higher than
comparable services offered at mainstream financial in-
stitutions, possibly representing a financial burden to
users (Cover, Fuhrman, and Garshick 2011). Further-
more, the use of AFSPs might discourage the beneficial

∗The authors would like to thank Dr. Barney Warf, two anonymous reviewers, and Charles Kaylor for their insightful comments that have greatly improved this article.
Any remaining errors and oversights are our own.

financial outcomes that a relationship with a bank or
credit union could facilitate if these types of services
are relied on exclusively as an alternative to mainstream
banking services (Carr and Schuetz 2001; Federal De-
posit Insurance Corporation [FDIC] 2013b). On the
other hand, if banks are absent from certain communi-
ties, or if AFSPs meet the needs of consumers in ways
that banks do not, the presence of AFSPs might rep-
resent an improvement in access to financial services.

Using a Euclidian distance-based approach and
multivariate spatial regression analyses, this study in-
vestigates the location of check cashing providers and
banks insured by the FDIC in the southeastern Penn-
sylvania region to examine potential differentials in the
demographics of neighborhoods that these establish-
ments serve. The results reveal that, in comparison to
banks, check cashing providers are disproportionately
located in close proximity to neighborhoods with
comparatively lower levels of average income and
educational attainment and higher rates of subprime
mortgage lending. FDIC-insured banks are found to
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be disproportionately located in close proximity to
neighborhoods with comparatively higher levels of
income and educational attainment and a lower per-
centage of minority residents. Although this analysis is
primarily empirical, the findings carry implications for
public policy, including financial inclusion and finan-
cial literacy efforts, and could help to further inform
discourses on inequality across urban landscapes.

Prolegomena

The use of a savings or checking account at an FDIC-
insured bank might be a contributing factor to long-
term savings for emergencies, educational attainment,
and retirement. Involvement in the mainstream bank-
ing system could also coincide with responsible bor-
rowing practices. The establishment of credit history
could help ensure future access to credit on fair and
affordable terms, such as a prime fixed-rate mort-
gage, and reduce vulnerability to predatory lending
practices. Additionally, the banking system provides a
full range of consumer protections that users of non-
bank financial services providers do not receive (FDIC
2013b).

The benefits of mainstream banking are not fully
realized, however, as many Americans continue to op-
erate outside of the financial mainstream. According
to the 2011 National Survey of Unbanked and Under-
banked Households conducted by the FDIC (2011), an
estimated 8.2 percent of all U.S. households are un-
banked, meaning that no one in the household holds a
checking account, and an estimated 20.1 percent of all
households are underbanked, meaning that, although
someone in the household holds a bank account, the
household used a nonbank financial service product
in the previous year. Research in this area has raised
concerns that unbanked individuals are disproportion-
ately from low-income (Kennickell, Starr-McCluer,
and Surette 2000) and minority populations (Good
1999), and have achieved less educational attainment
than the general population (Booz Allen & Hamilton
and Shugoll Research 1997).

Check cashing storefronts first appeared in the
1930s in large cities such as Chicago and New York
and were mainly confined to five or six of the largest
urban areas of the United States until the early 1970s.
The number of check cashing outlets grew rapidly
from the early 1980s through the mid-1990s. Growth
of the industry slowed slightly in the 1990s, which
might be partially explained by a decline in demand for
check cashing services as a growing share of wage pay-
ments and government transfer payments were made
by direct deposit (Prager 2009). The number of check
cashing storefronts doubled between 1996 and 2001
(Rhine et al. 2001) and, nationwide, there were an
estimated 13,000 check cashing outlets in existence
as of 2005 (Prager 2009). According to the Financial
Service Centers of America, the national trade associ-
ation representing nonbank financial service centers,
there were more than 13,000 nonbank financial ser-
vices companies operating nationwide as of September

2008 (FDIC 2009). In addition to small, locally owned
shops, the check cashing and payday lending indus-
try is made up of several large corporate entities. The
largest check cashing company in the nation has nearly
1,700 locations in thirty-five states and the District of
Columbia. The largest publicly traded check cashing
company in the nation has about 470 storefront loca-
tions (FDIC 2009).

According to Rhine et al. (2001), check cashing out-
lets nationwide cash more than 180 million checks
totaling nearly $60 billion a year. Depending on the
establishment, the check issuer, and subject to the lim-
itations of state law, the fees charged to cash a check
vary. Check cashers typically charge 1 to 4 percent
of the face value of the check (Tescher, Sawady, and
Kutner 2007). In some areas, check cashing outlets
might charge rates as high as 20 percent to cash per-
sonal checks. The percentage charged to cash a per-
sonal check is higher because the risk of default is
perceived to be much greater when cashing a personal
check as compared to a payroll check or a government
benefit check (Carr and Schuetz 2001). Higher fees
aside, part of the appeal of check cashing providers
is that they meet the needs of low-income and mi-
nority communities in ways that mainstream financial
institutions do not by offering cultural sensitivity, a
diverse mix of product offerings, and convenient lo-
cations and operating hours (Squires and O’Connor
1998; Kim 2001; Stegman 2001).

Alternative Financial Service Providers

and Unbanked Neighborhoods

Prior research on the locations of financial service
providers is concerned with the absence of brick-
and-mortar bank locations in low-income and high-
percentage minority areas (Avery et al. 1997) and the
prevalence of AFSPs in these neighborhoods as com-
pared to more affluent white neighborhoods (Stegman
and Faris 2003; King et al. 2005). Avery et al. (1997)
found that between 1985 and 1995, two thirds of bank
branch closures in the United States occurred in low-
to moderate-income neighborhoods. The spatial void
hypothesis suggests that AFSPs are more likely to locate
in areas where traditional banking services are under-
provided (Temkin and Sawyer 2004; Smith, Smith,
and Wackes 2008).

Although payday lending is prohibited by Pennsyl-
vania law, previous studies on the locations of check
cashing providers that offer payday loans inform this
research. Graves (2003) examined payday lender lo-
cation data in seven metropolitan areas in Louisiana
and Illinois and analyzed their relationship to sociode-
mographic indicators to quantify the characteristics of
populations within a quarter mile of payday lenders.
The study found that payday lenders are dispropor-
tionately located in census block groups with a higher
percentage of low-income and minority (primarily
black) residents and in urban neighborhoods that are
served by few bank branches. Graves and Peterson
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(2005) used geographic information systems (GIS) to
establish buffer zones around military bases and found
that payday lenders are disproportionately located in
close proximity to bases.

A study authored by Temkin and Sawyer (2004) for
the Fannie Mae Foundation examined whether AFSPs
are disproportionately located in minority and low-
income neighborhoods. The study investigated the
prevalence of mainstream financial institutions as com-
pared to the concentration of AFSPs in eight major
metropolitan counties across the nation. Using census
tract-level data, the authors found that AFSPs are dis-
proportionately located in minority and low-income
neighborhoods in seven of the eight sites. The study
found that AFSPs cluster in neighborhoods that are
disproportionately Hispanic in all eight sites. In only
two of the sites are AFSPs clustered disproportion-
ately in African American neighborhoods (Temkin and
Sawyer 2004).

Prager (2009) examined the nationwide distribution
of AFSPs by calculating the number of AFSPs per
population for every county in the United States. Es-
timating separate models for urban and rural areas,
the author found that the number of AFSP outlets per
capita is significantly related to demographic charac-
teristics, including racial and ethnic composition, age,
education level, measures of the population’s credit-
worthiness, and the stringency of state laws and reg-
ulations governing the respective industries. The au-
thor found that AFSPs are most prevalent in areas
where a large percentage of the population is black or
lacks a high school diploma, although AFSPs tend to
avoid the poorest areas. Counties where a large portion
of the population lack a credit score or have a credit
score that would place them in the subprime category
are found to have a greater density of AFSPs (Prager
2009).

Smith, Smith, and Wackes (2008) examined the spa-
tial clustering of AFSPs in Philadelphia County. The
authors found support for the spatial void hypothesis
and found that AFSPs are clustered in minority areas.
Still, other studies have cast doubt on the spatial void
hypothesis, finding instead a complementary relation-
ship between banks and mainstream financial institu-
tions (Stegman and Faris 2003; Apgar and Herbert
2004; Burkey and Simkins 2004; Temkin and Sawyer
2004).

Studies conducted thus far have examined disparities
based on the presence or absence of facilities in areal
units or buffers (Graves 2003; Temkin and Sawyer
2004; Graves and Peterson 2005), clusters of AFSPs
(Smith, Smith, and Wackes 2008), or by the calculat-
ing the density of AFSPs per population (Prager 2009).
The analysis carried out in this study improves on pre-
vious research in this field methodologically by utiliz-
ing a Euclidian distance–based approach rather than a
spatial coincidence approach. Examining the presence
or absence of facilities in areal units or buffers might
ignore facilities that exist just outside of the border of
an areal unit (Downey 2003; Mennis and Jordan 2005;
Kearney and Kiros 2009).

Improving on previous research, the approach of
calculating the relationship between the proximity of
locations to neighborhoods that exhibit distinct so-
cioeconomic characteristics parallels existing research
in the field of environmental justice that has found ev-
idence of environmental inequity, where low-income,
minority, and otherwise vulnerable segments of the
population bear a greater burden of environmental
risk as compared to population groups with higher
socioeconomic status (Pollock and Vittas 1995; Boer
et al. 1997; Ringquist 1997; Mennis 2005). The Eu-
clidian distance method, where distance is calculated as
the mean distance between each raster cell in an areal
unit and a point location, has been used in environ-
mental justice research (Raddatz and Mennis 2012). A
distance-based analysis allows for the consideration of
how far users are required to travel to access a facility,
regardless of the areal unit in which it is contained, pro-
viding a greater level of certainty to demographic anal-
yses (Mohai and Saha 2006). Although distance-based
approaches have been criticized as a proxy for risk in
the environmental justice literature (Bowen 2002), dis-
tance analysis is an established practice in the field and
suitable when additional data are not available (Sadd
et al. 1999).

Study Area

The Philadelphia region is vibrant and flourishing in
many ways; however, poverty and economic inequality
persist in the urban core of the contiguous City and
County of Philadelphia. Similar to comparable north-
eastern urban cores, the City of Philadelphia experi-
enced decline and abandonment in the wake of dein-
dustrialization and other economic and social changes
during the latter half of the twentieth century (Frey
2005; Adams et al. 2008). Philadelphia County lost an
estimated 21.4 percent of its population between 1940
and 2000, while the surrounding suburban counties ex-
perienced high growth rates during this period. Aban-
donment of housing and an erosion of the tax base in
the City of Philadelphia, as businesses and middle-class
residents moved from urban areas to the suburbs, con-
tributed to a concentration of poverty in Philadelphia,
with a higher than average percentage of poor people
residing within high-poverty census tracts defined as
40 percent or more of the population falling below the
federal poverty standard (Adams et al. 2008).

The City of Philadelphia is also more racially and
ethnically diverse than the rest of the nation, with less
than half of its population identifying as white, com-
pared to an estimated 78.1 percent of the entire United
States (Adams et al. 2008, 35). Of the top twenty-five
most populous counties, Philadelphia has the fourth
highest Gini coefficient, a standard measure of in-
equality, in the nation (0.494). The Gini coefficient
for the United States as a whole is 0.467 (U.S. Census
Bureau 2012). Furthermore, Philadelphia families that
earn less than $30,000 per year pay higher rates for
everyday goods and services—including homeowner-
ship, utilities, real estate taxes, automobile insurance
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Figure 1 Study area: Southeastern Pennsylvania bank and alternative financial service provider (AFSP) locations. (Color
figure available online.)

rates, banking fees, grocery prices, and home appli-
ances and furnishings—than more affluent suburban
families (Fellowes and Katz 2005).

According to the 2011 National Survey of Un-
banked and Underbanked Households conducted by
the FDIC, an estimated 6.1 percent of all Pennsylvania
households are unbanked and an estimated 18 percent
are underbanked, slightly lower than national averages.
Philadelphia County, however, has the sixth high-
est rate of unbanked households—an estimated 14.4
percent unbanked and 23.5 percent underbanked—of
all counties with 100,000 or more households in the
United States (Corporation for Enterprise Develop-
ment 2013; see Figure 1).

Data and Methods

Demographic variables and geographical boundaries
for the 2010 census tracts of Philadelphia and the
surrounding counties (Bucks, Montgomery, Delaware,
and Chester) were obtained from the Census Bureau.
Data on rates of subprime lending for home purchase
loans in 2006 came from Home Mortgage Disclosure
Act (HMDA) data that were made available by the
Urban Institute (2013).1 Check casher location data
was acquired through the Pennsylvania Department of
Banking and Securities (2013). Big box retail and large
chain grocery stores were omitted from the data set
to focus on smaller entities that provide check cashing
services. FDIC-insured bank location data were ob-
tained through the FDIC Summary of Deposits (FDIC
2013a).

Euclidian distance between each census tract in the
study area and the nearest check cashing provider, as
well as between each census tract and bank location,
was determined by creating a raster shapefile of south-
eastern Pennsylvania census tracts with 10-m cell reso-
lution and then calculating a measure of mean distance
for all individual raster cells in each census tract using
zonal statistics. Mean distance to nearest check cash-
ing outlet and bank location was log-transformed to
approach a normal distribution for the model residu-
als. Distance to the nearest location is an appropriate
measure for this analysis. Rather than using presence
or absence, the distance measure takes into account
proximity to facilities located outside of the bound-
aries of the census tract (Downey 2003; Kearney and
Kiros 2009). This distance measure provides a con-
tinuous dependent variable suitable for ordinary least
squares (OLS) regression analysis.

Demographic variables regressed against these dis-
tance measures include population density; median
household income; percentage of population at or
above age sixty-five; percentage black, Asian, and
Latino; percentage below poverty; percentage of the
population over age twenty-five without a high school
diploma; and the percentage of home purchase mort-
gages that were subprime in 2006. These demographic
variables, aside from population density, were chosen
as explanatory variables due to their representation
of vulnerable populations in both environmental jus-
tice and AFSP analyses (Graves 2003; Temkin and
Sawyer 2004; Mohai and Saha 2006; Prager 2009). It
is hypothesized that all of these explanatory variables,
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Table 1 Number of check cashing locations in
southeastern Pennsylvania counties

Pennsylvania county Check cashing outlets

Philadelphia 80
Bucks 15
Delaware 13
Montgomery 5
Chester 1

with the exception of median household income, will
have negative signs in regression analyses, indicating
a shorter distance to check cashing locations and con-
cerns over unequal exposure to AFSPs. Median house-
hold income is expected to have a positive relationship
with log distance. Population density is included based
on the hypothesis that check cashing locations will be
more likely to locate in more densely populated areas
where they have an opportunity to reach a larger clien-
tele. We hypothesize that areas with higher rates of
subprime lending might be located in close proximity
to AFSPs, suggesting overlapping landscapes of finan-
cial risk. To test whether there is a significant relation-
ship between the mean distance to the nearest check
cashing outlet and neighborhood socioeconomic char-
acteristics, OLS regression analyses are performed at
the scale of the entire southeastern Pennsylvania five-
county region and Philadelphia County alone. The
same analysis was also performed for the log Euclid-
ian distance to bank locations at both scales. Results
were checked for multicollinearity, outliers, influential
observations, and regression assumptions.

Independence of observations and error terms, one
of the standard regression assumptions, has rightly be-
come a major concern when examining spatial data
similar to those used in this study. The issue is ex-
pressed concisely in Tobler’s first law of geography,
where the closer things are to each other, the more re-
lated they are (Chakraborty 2011). This could lead to
spatial clustering that violates the assumptions of inde-
pendent observation and error terms and incorrect in-
terpretations of model outcomes. For this reason, tests
were performed to detect spatial autocorrelation using
the queen contiguity-based method for defining the

spatial weights matrix. Although others have recom-
mended using a distance-based approach to construct-
ing spatial weights matrices (Landry and Chakraborty
2009; Chakraborty 2011), the distance used should be
based on a theoretical understanding of the process
at hand (Chakraborty 2011). Unfortunately, there is
not an existing standard distance measure for how far
individuals will travel to use a bank or AFSP. The
Moran’s I statistic is the standard measure of spa-
tial clustering in an area, demonstrating a statistically
significant positive spatial autocorrelation for all four
models.

The presence of spatial autocorrelation led to the
construction of spatial regression models that consider
this violation of regression assumptions. There are
generally two options for incorporating spatial auto-
correlation into regression equations, the spatial error
and spatial lag models (Landry and Chakraborty 2009;
Chakraborty 2011; Raddatz and Mennis 2013). The
spatial error model associates the autocorrelation with
the error term, whereas the spatial lag model associates
it with the dependent variable. The choice between
these two types of spatial regression models should be
determined by the theorization of the spatial process
being investigated, but instead most empirical analyses
base this decision on the Lagrange Multiplier statistic
(Chakraborty 2011). As this statistic was higher for the
spatial lag for all four OLS regression models, this was
the type of spatial regression model used here.

Results

The majority of check cashing locations are spatially
clustered in Philadelphia County, although each of the
other counties in the southeastern Pennsylvania re-
gion also contains at least one check cashing outlet, as
shown in Table 1. Summary statistics for the distance
measures and independent variables are presented in
Table 2 (for the entire southeastern Pennsylvania re-
gion) and Table 3 (for Philadelphia County only).
Figure 2 displays choropleth maps of select demo-
graphic variables for the region and Figure 3 displays
choropleth maps of select demographic variables for
Philadelphia County. Looking at Philadelphia alone,

Table 2 Descriptive statistics for southeastern Pennsylvania

Variable M SD Minimum Maximum

Log of AFSP distance 7.74 1.34 4.26 10.27
Log of bank distance 6.39 0.55 4.41 7.54
Population density 3,318 3,598 1.46 21,394
Median household income 49,988 24,250 0 200,001
Percentage of population over 65 14.37 7.42 0 96.8
Percentage black 21.84 31.33 0 98.7
Percentage Asian 3.38 5.47 0 79.7
Percentage Latino 4.42 9.69 0 88.5
Percentage below poverty 12.31 13.43 0 78
Population 25+ without high school diploma 9.61 8.07 0 59.6
Percentage of subprime purchases 7.42 7.61 0 57.14
Number of tracts (N) 975

Note: AFSP = alternative financial service provider.
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Table 3 Descriptive statistics for Philadelphia

Variable M SD Minimum Maximum

Log of AFSP distance 7.08 0.57 5.63 8.45
Log of bank distance 6.39 0.55 4.41 7.54
Population density 6,368 3,935 1.46 21,394
Median household income 32,931 18,061 0 200,001
Percentage of population over 65 14.1 6.93 0 42.3
Percentage black 43.22 37.28 0 98.7
Percentage Asian 4.1 6.95 0 79.7
Percentage Latino 7.72 14.47 0 88.5
Percent below poverty 22.7 15.25 0 78
Population 25+ without high school diploma 14.88 9.37 0 59.6
Percentage of subprime purchases 10.43 8.97 0 57.14
Number of tracts (N) 369

Note: AFSP = alternative financial service provider.

there is clearly a strong level of spatial clustering for
most of the variables. The tracts with the greatest
distance to check cashing providers are located in
the south, northwest, and upper northeast parts of
Philadelphia. These areas are also those with lower
population density, lower rates of subprime home pur-
chases, a lower proportion of African American res-
idents, and higher median household incomes. The
proportion of the tract’s population at or above age
sixty-five showed mixed results, as it was lower in the
southern and higher in the upper northeast parts of
Philadelphia, both of which have a greater distance to
check cashing locations.

Looking at southeastern Pennsylvania visually
presents similar results, as the majority of the facili-

ties are clustered in Philadelphia, which has a greater
population density, lower median household income,
lower rates of subprime lending, and a greater propor-
tion of African Americans. The suburban areas outside
of Philadelphia have a greater proportion of the pop-
ulation at or above age sixty-five.

Tables 2 and 3 show the descriptive statistics for the
variables used in the regression analyses. The two OLS
models predicting distance from a check cashing loca-
tion were both statistically significant, with the results
represented in Table 4. The majority of the predictors
held the expected sign. At both scales of analysis, tracts
with a higher percentage of African Americans, higher
rates of subprime lending, and individuals over age
twenty-five without a high school diploma were more

Table 4 Results of ordinary least squares model predicting distance to a check cashing outlet and distance to a bank in
southeastern Pennsylvania and Philadelphia County

AFSP Bank

Variable Philadelphia
Southeastern
Pennsylvania

Southeastern
Pennsylvania Philadelphia

Population density 0.254∗∗∗ −0.344∗∗∗ −0.136∗∗∗ −0.061
Median household income 0.167∗∗∗ 0.065∗ 0.359∗∗∗ 0.201∗∗
Percentage of population

over 65
0.134∗∗∗ −0.088∗∗∗ −0.097∗∗∗ −0.017

Percentage black −0.204∗∗∗ −0.206∗∗∗ −0.054 0.299∗∗∗
Percentage Asian 0.032 −0.075∗∗∗ −0.234∗∗∗ −0.191∗∗∗
Percentage Latino −0.056 −0.064∗∗ −0.053 0.059
Percentage below poverty −0.04 −0.062 −0.036 −0.036
Population 25+ without high

school diploma
−0.156∗∗∗ −0.083∗∗ 0.095∗∗ 0.151∗∗∗

Percentage of subprime
purchases

−0.076∗ −0.134∗∗∗ −0.064∗∗ −0.039

Adjusted r2 0.4 0.506 0.265 0.153
F 28.22 112.03 40.015 8.373
Moran’s I 0.29∗ 0.261∗ 0.106∗ 0.394∗
Akaike’s information criterion 463.54 2,421.89 1,654.7 512.36
Lagrange multiplier (lag) 178.335∗ 1,676.756∗ 578.342∗ 158.925∗
Robust Lagrange multiplier

(lag)
17.837∗ 169.859∗ 59.272∗ 11.813∗

Lagrange multiplier (error) 166.145∗ 1,587.698∗ 540.623∗ 151.809∗
Robust Lagrange multiplier

(error)
5.648∗∗ 80.801∗ 21.193∗ 4.697∗∗

Note: AFSP = alternative financial service provider.
∗p < .1.
∗∗p < .05.
∗∗∗p < .01.
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Figure 2 Philadelphia County demographics. (Color figure available online.)

likely to live in close proximity to a check cashing facil-
ity. As median household income increased, proximity
to a check casher also decreased at both scales. The
percentage of Asian and Latino residents was not sta-
tistically significant for Philadelphia alone, but when

examining the entire region, the variable was a statis-
tically significant predictor of decreased distance to a
check cashing facility.

The two OLS models predicting distance to a bank
are also shown in Table 4. Once again, they were both
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Figure 3 Southeastern Pennsylvania demographics. (Color figure available online.)

statistically significant. Median household income and
the percentage of residents over age twenty-five with-
out a high school diploma were positive and statis-
tically significant at both scales, percentage of Asian

population was negative and statistically significant
at both scales, and several other explanatory vari-
ables were significant at one spatial scale but not the
other.
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Table 5 Results of SAR model predicting distance to a check cashing outlet and distance to a bank in southeastern
Pennsylvania and Philadelphia County

AFSP Bank

Variable Philadelphia
Southeastern
Pennsylvania

Southeastern
Pennsylvania Philadelphia

Population density −0.0001∗ −0.0000086∗ −0.000032∗ −0.000027∗
Median household income 0.0000008 0.0000004 0.0000055∗ −0.000002
Percentage of population

over 65
−0.0002 −0.00033 0.00306∗∗∗ −0.0046

Percentage black −0.0008 −0.0006 0.00115∗∗∗ 0.00242∗
Percentage Asian 0.002 0.000411 −0.00795∗ −0.00427
Percentage Latino −0.00005 −0.0006 −0.00155∗ 0.0018
Percentage below poverty −0.0019 −0.000438 0.00306 −0.00128
Population 25+ without high

school diploma
−0.0048∗∗ −0.00096 0.00729∗ 0.00536∗∗

Percent of subprime
purchases

−0.0036∗∗∗ −0.0038∗ −0.00059∗ −0.0023

Pseudo r2 0.702 0.953 0.667 0.569
Log likelihood −122.235 −135.28 −570.475 −171.086
Akaike’s information criterion 266.47 292.559 1,162.95 364.173

Note: AFSP = alternative financial service provider; SAR = simultaneous autoregressive models.
∗p < .1.
∗∗p < .05.
∗∗∗p < .01.

As discussed previously, the test statistic for spatial
autocorrelation (Moran’s I) was positive and statisti-
cally significant, as shown in Table 4. This led to the
construction of spatial lag models, the results of which
are shown in Table 5. In comparison with the OLS
models, the Akaike’s information criterion decreased
for all four models, whereas the r2 increased, suggest-
ing that the simultaneous autoregressive (SAR) models
improved results. Examining the results of the explana-
tory variables, population density was negative and sta-
tistically significant for all four models, suggesting that
both check cashing facilities and traditional banks were
more likely to be present in more densely populated
areas. No other variable was significant across the four
models. Median household income and percentage of
the population at or above age sixty-five is associated
with a shorter distance to banks, although only at the
scale of the entire region. At both scales, a higher per-
centage of black residents is associated with an increase
in the distance to the nearest bank. Increase in Asian
and Latino populations is associated with a shorter dis-
tance to banks at the regional scale. The percentage of
residents below the poverty line was not statistically
significant in any of the models. The percentage of
residents above the age of twenty-five without a high
school diploma is associated with a decrease in distance
to AFSPs in Philadelphia and an increase in distance
from banks at both spatial scales. Finally, higher rates
of subprime home purchases are associated with a de-
crease in distance to check cashers at both scales and
a decrease in distance to banks when examining the
entire region.

Figure 4 displays the log Euclidian distance be-
tween each census tract and the nearest AFSP and
bank locations at the regional and county level. To
test for potential locations where a spatial void might
be present, tracts where the mean absolute Euclidian

distance to the nearest AFSPs was less than the mean
absolute Euclidian distance to a bank were selected and
highlighted in red in Figure 4. The selected tracts have
comparatively lower average income and educational
attainment, higher population densities, a higher per-
centage of black residents, and higher levels of sub-
prime lending.

Discussion

This study adds to the debate surrounding disparities
in the locations of AFSPs by introducing a new method
and new data to examine the distribution of AFSPs in
southeastern Pennsylvania. Rather than examining the
presence or absence of check cashing providers within
areal units or utilizing buffers, a distance-based anal-
ysis is used to calculate the mean distance between
every 10 m2 cell within a census tract to the near-
est check cashing provider and FDIC-insured bank.
This distance-based analysis is then enhanced by the
use of spatial regression models to account for spatial
dependencies inherent within much geographic data,
addressing concerns about incorrect statistical inter-
pretations when such errors are present (Chakraborty
2011).

Comparison of the OLS and SAR models suggests
that moving to the spatial lag model improved model
fit, as the Aikake’s information criterion is lower and
the r2 is higher for all four models. Furthermore, mov-
ing to the spatial lag model has reduced the number
of explanatory variables that are statistically significant
in all models except for that of mean distance to banks
at the regional scale. This suggests that incorrect in-
terpretations might be drawn from the results if only
applying traditional OLS methods, and therefore only
the results of the SAR model are discussed. Although
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Figure 4 Log distance to nearest alternative financial service providers (AFSPs), log distance to nearest bank, and void
model. (Color figure available online.)

the conclusions that can be drawn from interpretation
of the SAR models are not as strong as those presented
by the OLS models, they still suggest the presence of
economic inclusion concerns in the region on the basis
of income, race, and education.

The results of the analysis suggest that, at both scales
of analysis, socioeconomic variables are strong predic-
tors of the locations of AFSPs and banks. Population
density was the only variable found to be statistically
significant across all four models, with the expected
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negative sign indicating that both banks and AFSPs
are more likely to be located in more densely popu-
lated areas. Median household income and percentage
of the population at or above age sixty-five were as-
sociated with a shorter distance to banks, although
only at the scale of the entire region. Median house-
hold income had a positive sign, indicating a greater
mean distance for both scales when examining distance
to AFSPs, although it was not statistically significant.
The percentage of black residents in a tract was posi-
tively associated with greater distance from a bank at
both spatial scales, suggesting a possible racial com-
ponent to issues of economic inclusion in the region.
A higher proportion of Asian and Latino residents is
associated with a decrease in distance to a bank at the
regional scale, which could possibly be explained by the
higher proportion of banks in Philadelphia, which is
also where these two groups of minorities are concen-
trated in the region. An increase in the proportion of
residents above the age of twenty-five without a high
school diploma is associated with a decrease in dis-
tance to a check cashing facility in Philadelphia but not
the larger region. The proportion of residents above
the age of twenty-five without a high school diploma
predicted a decrease in distance to a bank at both
spatial scales. Finally, an increase in the percentage
of subprime home purchases is associated with closer
distance to AFSPs at both scales and closer distance
to banks at the regional scale. Similar to the results
for Asians and Latinos, the greater proximity of tracts
with high subprime purchases to banks at the regional
scale could be explained by a greater concentration of
banks in Philadelphia.

Conclusion

This study introduces distance-based measures and
spatial regression modeling to investigate economic
inclusion through an empirical analysis of the loca-
tion of check cashing providers, FDIC-insured banks,
and census tract demographics at two spatial scales in
southeastern Pennsylvania. The results of the statis-
tical analyses suggest that economic inclusion issues
are present in the location of check cashing facilities
and traditional banks in terms of proximity to at-risk
populations, even after controlling for socioeconomic
variables.

Several limitations are present in this study. First,
derivative variables, such as measures of proximity or
concentration, are crude proxies for actual use, and
residential proximity should not be considered as the
sole contributing factor to the use of check cashing
services. An understanding of the users and providers
of check cashing services would be greatly enhanced
by carrying out more nuanced analyses as data become
available. Individual-level data, or data on the income,
race or ethnicity, and addresses of users of check cash-
ing providers would be beneficial for understanding
what, if any, distinct segments of the population use
these services. As noted previously, proximity to check

cashing facilities might represent an improvement of
financial services for individuals who feel uncomfort-
able interacting with traditional banks. Banks should
strive to be more welcoming, offer more products and
service, and market these products and services to all
segments of society.

Another limitation or alternative explanation is the
issue of zoning and the potential overlap of land use
and demographic variables. The AFSP industry has
replied to concerns raised in the academic literate, ar-
guing that location decisions are based on zoning, visi-
bility, and nearness to a sizable customer base—similar
concerns in the location decisions of any business—not
race or ethnicity or level of income of nearby commu-
nities (Lehman 2006). Population density was statisti-
cally significant across all four models in this study, in-
dicating that both AFSPs and banks are more likely to
be located in more densely populated areas. Although
controlling for zoning was not practical for this study,
as noted by Cover, Fuhrman, and Garshick (2011), we
acknowledge that positive association between socio-
economic indicators and the presence of AFSPs could
be influenced by the omission of market-related vari-
ables that might provide an alternative explanation to
location decisions.

Despite the noted limitations, this study contributes
to the literature on the spatial distribution of AFSPs
and banks, raising concerns about economic inclusion
in low-income and minority neighborhoods. Specifi-
cally, our study provides evidence that check cashing
providers, when compared to FDIC-insured banks,
are disproportionately located in close proximity to
neighborhoods with comparatively lower levels of av-
erage income, lower levels of educational attainment,
a higher percentage of minority residents, and higher
rates of subprime mortgage lending, even when exam-
ined at different spatial scales. FDIC-insured banks are
found to be disproportionately located in close prox-
imity to neighborhoods with comparatively higher lev-
els of income and educational attainment and a lower
percentage of minority residents. �

Note

1 These HMDA data files (http://www.metrotrends.org/
natdata/hmda/hmda download.cfm) and the procedures for
constructing them were initially developed by the Urban
Institute to support DataPlace (http://www.dataplace.org).
The data are licensed under the Open Database License
(http:/www.metrotrends.org/natdata/ODbL.cfm).

Literature Cited

Adams, C., D. Bartelt, D. Elesh, and I. Goldstein. 2008. Re-
structuring the Philadelphia region: Metropolitan divisions and
inequality. Philadelphia: Temple University Press.

Andre and Associates. 2001. Union Bank of California focus
group report. Oakland, CA: Andre and Associates.

Apgar, W. C., Jr., and C. E. Herbert. 2004. Subprime
lending and alternative financial service providers: A lit-
erature review and empirical analysis. Prepared for U.S.



Proximate Landscapes of Economic Inclusion in Southeastern Pennsylvania 143

Department of Housing and Urban Development, Office
of Policy Development and Research. Cambridge, MA: Abt
Associates.

Avery, R. B., R. W. Bostic, P. S. Calem, and G. B.
Canner. 1997. Changes in the distribution of banking of-
fices. Federal Reserve Bulletin 83 (9): 707–25.

Blank, R. M., and M. S. Barr. 2009. Insufficient funds: Sav-
ings, assets, credit, and banking among low-income households.
New York: Russell Sage Foundation.

Boer, J. T., M. Pastor, J. L. Sadd, and L. D. Snyder. 1997.
Is there environmental racism? The demographics of haz-
ardous waste in Los Angeles County. Social Science Quarterly
78 (4): 793–810.

Booz Allen, and Hamilton and Shugoll Research. 1997.
Mandatory EFT demographic study, Sept. 15, 1997.
Washington, DC: U.S. Treasury Department.

Bowen, W. 2002. An analytical review of environmental jus-
tice research: What do we really know? Environmental
Management 29 (1): 3–15.

Burkey, M. L., and S. P. Simkins. 2004. Factors affecting
the location of payday lending and traditional banking ser-
vices in North Carolina. Review of Regional Studies 34 (2):
191–205.

Carr, J. H., and J. Schuetz. 2001. Financial services in
distressed communities: Framing the issue, finding solu-
tions. Washington, DC: Progressive Policy Institute.
http://www.ppionline.org/documents/bank part2.pdf (last
accessed 26 February 2010)

Caskey, J. P. 1994. Fringe banking: Check cashing outlets, pawn-
shops, and the poor. New York: Russell Sage Foundation.

Chakraborty, J. 2011. Revisiting Tobler’s first law of ge-
ography: Spatial regression models for assessing envi-
ronmental justice and health risk disparities. In Geospa-
tial analysis of environmental health, ed. J. A. Maantay
and S. McLafferty, 337–56. Dordrecht, The Netherlands:
Springer.

Corporation for Enterprise Development. 2013. The most
unbanked places in America. http://cfed.org/assets/pdfs/
Most Unbanked Places in America.pdf (last accessed 26
March 2013).

Cover, J., S. Fuhrman, and R. K. Garshick. 2011. Minorities
on the margins? The spatial organization of fringe banking
services. Journal of Urban Affairs 33 (3): 317–44.

Dove Consulting. 2000. Survey of non-bank financial institu-
tions: Final report prepared for U.S. Department of the Trea-
sury. Boston: Dove Consulting.

Downey, L. 2003. Spatial measurement, geography, and ur-
ban racial inequality. Social Forces 81 (3): 937–52.

Federal Deposit Insurance Corporation. 2009. Alternative
financial services: A primer. http://www.fdic.gov/bank/
analytical/quarterly/2009 v013 1/AltFinServicesprimer.
html (last accessed 26 March 2013).

———. 2011. The 2011 national survey of unbanked and
underbanked households. http://economicinclusion.gov/
surveys/2011household/# (last accessed 5 November
2012).

———. 2013a. Summary of deposits. Washington, DC: Federal
Deposit Insurance Corporation.

———. 2013b. What is financial inclusion? http://
economicinclusion.gov/whatis/ (last accessed 20 Novem-
ber 2012).

Fellowes, M., and B. Katz. 2005. The price is wrong: Get-
ting the market right for working families in Philadelphia.
Washington, DC: Brookings Institution.

Fernholz, T. 2010. Making bank: Are simple savings plans
the first step to combating poverty? The American Prospect
21 (5): 21–25.

Frey, W. H. 2005. Metropolitan America in the new century:
Metropolitan and central city demographic shifts since 2000.
Washington, DC: The Brookings Institution.

Good, B. A. 1999. Bringing the unbanked onboard. Cleveland,
OH: Federal Reserve Bank of Cleveland.

Graves, S. M. 2003. Landscapes of predation, landscapes of
neglect: A location analysis of payday lenders and banks.
The Professional Geographer 55 (3): 303–317.

Graves, S. M., and C. L. Peterson. 2005. Predatory lend-
ing and the military: The law and geography of payday
loans in military towns. Ohio State Law Journal 66 (4):
653–1375.

Kearney, G., and G. E. Kiros. 2009. A spatial evaluation of
socio demographics surrounding National Priorities List
sites in Florida using a distance based approach. Interna-
tional Journal of Health Geographics 8:33. doi: 10.1186/1476-
072X-8-33

Kennickell, A. B., M. Starr-McCluer, and B. J. Surette. 2000.
Recent changes in U.S. family finances: Results from the
1998 Survey of Consumer Finances. Federal Reserve Bulletin
86:1–29.

Kim, A. 2001. Taking the poor into account: What banks can do
to better serve low-income markets. Washington, DC: Pro-
gressive Policy Institute. http://www.dlc.org/documents/
Banks 080601.pdf (last accessed 16 March 2013).

King, U., Li, W., Davis, D., and Ernst, K. 2005. Race mat-
ters: The concentration of payday lenders in African-American
neighborhoods in North Carolina. Washington, DC: Center
for Responsible Lending.

Landry, S., and J. Chakraborty. 2009. Street trees and equity:
Evaluating the spatial distribution of an urban amenity.
Environment and Planning A 41 (11): 2651–70.

Lehman, T. E. 2006. A critique of “Race matters: The concen-
tration of payday lenders in African-American neighborhoods in
North Carolina.” Washington, DC: Consumer Credit Re-
search Foundation.

Mennis, J. L. 2005. The distribution and enforcement of air
polluting facilities in New Jersey. The Professional Geogra-
pher 57 (3): 411–22.

Mennis, J., and L. Jordan. 2005. The distribution of environ-
mental equity: Exploring spatial nonstationarity in multi-
variate models of air toxic releases. Annals of the Association
of American Geographers 95 (2): 249–68.

Mohai, P., and R. Saha. 2006. Reassessing racial and so-
cioeconomic disparities in environmental justice research.
Demography 32 (2): 383–99.

Pennsylvania Department of Banking and Securities. 2013.
Non depository institutions. http://www.fdic.gov/bank/
analytical/quarterly/2009 v013 1/AltFinServicesp-rimer.
html (last accessed 2 July 2013).

Pollock, P. H., and M. E. Vittas. 1995. Who bears the bur-
dens of environmental pollution? Race ethnicity and envi-
ronmental equity in Florida. Social Science Quarterly 76 (2):
294–310.

Prager, R. A. 2009. Determinants of the locations of payday
lenders, pawnshops and check-cashing outlets. Divisions of
Research & Statistics and Monetary Affairs, Finance and
Economics Discussion Series, 2009–33, Federal Reserve
Board, Washington, DC.

Raddatz, L., and J. Mennis. 2013. Environmental justice in
Hamburg, Germany. The Professional Geographer 65 (3):
495–511.

Retsinas, N. P., and E. S. Belsky. 2005. Building assets,
building credit: Creating wealth in low-income communities.
Washington, DC: Brookings Institution Press.

Rhine, S. L., M. Toussaint-Comeau, J. Hogarth, and W.
Greene. 2001. The role of alternative financial service



144 Volume 67, Number 1, February 2015

providers in serving LMI neighborhoods. In Changing fi-
nancial markets and community development: A Federal Re-
serve System Community Affairs Research Conference, ed.
J. L. Blanton, A. Williams, S. L. W. Rhine, 59–80. Wash-
ington, DC: Federal Reserve. https://www.chicagofed.
org/webpages/events/2001/changing financial markets
community development.cfm#

Ringquist, E. J. 1997. Equity and the distribution of envi-
ronmental risk: The case of TRI facilities. Social Science
Quarterly 78 (4): 812–29.

Sadd, J. L., M. Pastor, J. T. Boer, and L. D. Snyder. 1999.
“Every breath you take . . .”: The demographics of toxic
air releases in Southern California. Economic Development
Quarterly 13 (2): 107–23.

Sherraden, M. 1991. Assets and the poor: A new American welfare
policy. New York: Sharpe.

———. 2005. Inclusion in the American dream: Assets, poverty,
and public policy. Oxford, UK: Oxford University Press.

Smith, T. E., M. M. Smith, and J. Wackes. 2008. Alternative
financial service providers and the spatial void hypothesis.
Regional Science & Urban Economics 38:205–27.

Squires, G. D., and S. O’Connor. 1998. Fringe banking in
Milwaukee: The rise of check cashing businesses and emer-
gency of a two-tiered banking system. Urban Affairs Review
34 (1): 126–40.

Stegman, M. 2001. Banking the unbanked: Untapped market
opportunities for North Carolina’s financial institutions.
Journal of the University of North Carolina School of Law
5:23–47.

Stegman, M. A., and R. Faris. 2003. Payday lending: A busi-
ness model that encourages chronic borrowing. Economic
Development Quarterly 17 (1): 8–32.

Temkin, K., and N. Sawyer. 2004. Analysis of alternative fi-
nancial service providers. Washington, DC: The Fannie Mae
Foundation.

Tescher, J., E. Sawady, and S. Kutner. 2007. The power of
experience in understanding the underbanked market. Chicago:
Center for Financial Services Innovation.

Urban Institute. 2013. Urban Institute national data repos-
itory. http://www.metrotrends.org/natdata/hmda/hmda
download.cfm (last accessed 24 July 2013).

U.S. Census Bureau. 2012. Household income in-
equality within U.S. counties: 2006–2010. American
community survey briefs. http://www.census.gov/prod/
2012pubs/acsbr10-18.pdf (last accessed 24 July 2013).

IAN M. DUNHAM is a PhD student in the Department of
Geography and Urban Studies, Temple University, 1115 W.
Berks St., 312 Gladfelter Hall, Philadelphia, PA 19122.
E-mail: ian.dunham@temple.edu. His research interests in-
clude economic development, technological innovation,
methods of quantitative spatial analysis, and sustainability.

ALEC FOSTER is a PhD student in the Department
of Geography and Urban Studies, Temple University,
1115 W. Berks St., 307 Gladfelter Hall, Philadelphia, PA
19122. E-mail: alec.foster@temple.edu. His research in-
terests include urban geography, qualitative and quanti-
tative spatial analysis, political ecology, and theories of
identity.


