
HAL Id: halshs-03924518
https://shs.hal.science/halshs-03924518

Submitted on 5 Jan 2023

HAL is a multi-disciplinary open access
archive for the deposit and dissemination of sci-
entific research documents, whether they are pub-
lished or not. The documents may come from
teaching and research institutions in France or
abroad, or from public or private research centers.

L’archive ouverte pluridisciplinaire HAL, est
destinée au dépôt et à la diffusion de documents
scientifiques de niveau recherche, publiés ou non,
émanant des établissements d’enseignement et de
recherche français ou étrangers, des laboratoires
publics ou privés.

Turning Wages into Capital Differentiation on the
Market for Unsecured Loans in the United States,

1900-1945
Simon Bittmann

To cite this version:
Simon Bittmann. Turning Wages into Capital Differentiation on the Market for Unsecured Loans in
the United States, 1900-1945. Archives Européennes de Sociologie / European Journal of Sociology,
2021, 62 (2), pp.213-248. �10.1017/S0003975621000230�. �halshs-03924518�

https://shs.hal.science/halshs-03924518
https://hal.archives-ouvertes.fr


 

 

 

Simon Bittmann 

Turning Wages into Capital Diff erentiation 
on the Market for Unsecured Loans in the 
United States, 1900-1945 

 

 

 
Abstract 

In this article, we show how interpretive battles about compliance can lead to regulatory 

diff erentiation and, in turn, market segmentation. To do so, we study the evolution 

of unsecured lending in the United States, between 1900 and 1945. In the early 20th 

century, a large segment of the workforce relied on their wages to access credit: this 

required the “legal coding” of labor income into capital, where lenders would off er 

advances in exchange for a lien over future revenues. Regulating these transactions 

raised conflicts between Progressive reformers, lenders and, after 1929, federal regula- 
tors, which spanned over five decades. The historical comparison of three states— 
Illinois, New York and Georgia—, shows that local discussions revolved around three 
outcomes—legal status, pricing method and collateralization—, the issue of which led to 
distinct regulatory paths and market configurations at the state level. Finally, the New 

Deal policies created an additional strand of federal coding, furthering market divides 

between unregulated payday lenders, non-bank credit companies, and commercial 

banks. On financial markets, discussions about compliance often revolve around calcu- 

lative technologies, and we suggest this as a possible crossing point between STS 
analyses of capitalization devices and Pistor’s theory of capital modulation. 

 
Keywords: Regulation; Consumer finance; Capitalization; Economic sociology; US 

history. 

 

 
Introduction 

 

CREDIT TRANSACTIONS are specific types of forward-looking economic 

operations: they entail an obligation to repay, and create a thick tempo- 

rality through lasting relationships between lenders and borrowers. 
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While many forms of market exchanges display duration through repe- 

tition [Gulati 1995; Uzzi 1999], in the case of credit, the obligation is 

formally or morally defined (through a contract, embeddedness within 

interpersonal networks, psychological trust) from the beginning: lenders 

require a collateral, thus giving value to a specific form of debt, and they set 

aside a portion of the loan (a rate) to cover the risk and the disutility of 

foregoing an amount of money for a time. Hence, on top of two required 
characteristics—a price and a collateral—lenders also need to build “fic- 
tional expectations” [Beckert 2013] about negative scenarios, such as con- 
sumer default, and their ability to enforce repayment, whether through 

physical or political force or, in many common market operations, through 
civil courts. Credit transactions therefore imply diff erent levels of “legal 
coding” [Pistor 2019]: a loan is a specific type of financial asset which 
requires the selection of a legal framework,a method to price the future [Black 

2013; Deringer 2017] and a type of collateralization. Focusing on the 

regulation of unsecured loans in the United States, we trace the evolution 

of these three legal outcomes between 1903 and 1945: these define insti- 

tutional configurations whose transformation was driven by legal struggles 

between political reformers and various market players. In order to char- 

acterize this evolution, we suggest the concept of regulatory 

diff erentiation: in the early 1900s, state usury laws remained relatively 

similar, but the indeterminacy raised by salary loans triggered local 

conflicts, which grad- ually shaped credit markets and organizational 

hierarchies within this nascent field. This ecology further 

diff erentiated until the mid-1940s, despite the various attempts at 

uniformization, as consumer credit progres- sively became the subject of 

federal policy-making. 

Unsecured loans to consumers are, paradoxically, not devoid of col- 

lateral but rely on future revenues as security, as opposed to material 

property such as goods, furniture or houses. In the late 19th century, a 

shift occurred as labor income, in the form of wages or salaries1, became 

secure enough to enable workers to access credit on the sole basis of their 

current occupation. The ecology of unsecured  lending was diversified 

and shifting: in the Appendix, we provide an overview of its evolution 

during the first half of the century. Nowadays, this type of credit includes 

a wider range of operations2, and risk evaluation has been mostly reduced 

 
1
 Wages refer to a payment system defined 

by an hourly rate, whereas salaried workers are 
paid a fixed amount over a working period. We 
employ the two terms as synonyms. 

2
 Those include credit lines, home or auto 

equity loans, where borrowers use partially 

paid mortgages as collateral, or more recently 
“fintech” lending, screened through data- 
driven technologies. Unsecured lending bal- 
ances reached $138 billion in 2019, with 
19.3% of Americans possessing at least one 
outstanding loan, a number which seems to 

 

2 



 

 

tURNINg wAgEs INto cApItAL 
 

to a unique quantified instrument, in the form of a credit score [Poon 
2009; Lauer 2017]. However, employment still represents the underly- 
ing force driving this form of credit, as wages constitute the primary asset 

of most consumers, generating a flow of future earnings. In order for 

workers’ labor assets to be coded into capital, lenders need to evaluate the 
“discounted” present value of this income stream and design specific 
devices to ensure repayment or garnish wages. Historically, turning 

future, virtual wages into capital was not only the result of industrial, 

technological or cultural evolutions, but the outcome of long-term legal 

and political processes involving conflicts between credit companies and 

Progressive movements, as well as between lending organizations. Most 
controversies pertained to the legal status of “salary advances,” a type of 
transaction where workers assigned their future income in exchange for 

short-term credit [Soederberg 2014: 72-73]: lenders continuously 
argued that these were not “loans” but wage “sales,” a position strongly 
opposed by reformers seeking to build a modern national credit market. 
As Fourcade and Healy [2007] have put it, focusing on this type of 
“conflict over meaning opens the prospect of linking local battles over 
particular transactions with large-scale shifts in categories of worth”. 

Carruthers and Stinchcombe [1999] were the first to present the liquid- 
ity of financial assets as a problem in the sociology of knowledge, when 
“facts about future income streams become suffi ciently standardized and 
formalized, so that people know they can be bought and sold on a contin- 
uous basis”. These processes of “capitalization” have been at the center 
of many recent sciences and technology studies (STS) [Doganova 2014; 
Birch 2017; Deringer 2017; Muniesa et al. 2017; Birch and Muniesa 
2020], focusing on industries where future expectations drive investment 
choices, such as finance, venture capital or biotechnology. While this trend 
of critical finance studies greatly helps in understanding the centrality of 
such pro- 

cesses for techno-scientific capitalism, this body of research has largely 
overlooked law and regulatory compliance as central mechanisms in shap- 
ing financial markets3. Indeed, creating capital is not only about 
“knowing” 

 

 
have reached new heights as a result of the 
pandemic. See “Unsecured Personal Loans 
Get a Boost from Fintech Lending,” Federal 
Reserve Bank of St. Louis, 2019 [https://www. 
stlouisfed.org/publications/regional-economist/ 
second-quarter-2019/unsecured-personal- 
loans-fintech]; “Here’s What Americans Used 
Personal Loans For During the Pandemic”, For- 
bes, April 7, 2021 [https://www.forbes.com/advi 
sor/personal-loans/personal-loans-pandemic/]. 

3
 The centrality of law is acknowledged by 

some of these authors: Fabian Muniesa et al. 
refer to John Commons and his Legal Foun- 
dations  of  Capitalism,  whereas  Bruce  Car- 
ruthers and Arthur Stinchcombe  [1999] 
point several times to the importance of “legal 
instruments.” However, these interpretations 
reduce legal operations to an overarching for- 
mal framework, in a surprisingly functionalist 
manner [MUNIESA et al. 2017; CARRUTHERS 

and STINCHCOMBE 1999]. 
 

3 

https://www.stlouisfed.org/publications/regional-economist/second-quarter-2019/unsecured-personal-loans-fintech
https://www.stlouisfed.org/publications/regional-economist/second-quarter-2019/unsecured-personal-loans-fintech
https://www.stlouisfed.org/publications/regional-economist/second-quarter-2019/unsecured-personal-loans-fintech
https://www.stlouisfed.org/publications/regional-economist/second-quarter-2019/unsecured-personal-loans-fintech
https://www.forbes.com/advisor/personal-loans/personal-loans-pandemic/
https://www.forbes.com/advisor/personal-loans/personal-loans-pandemic/
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the future, manipulating technologies or providing the right script to 

convince market actors to act in the present. These frequently interact with 

regulators and courts, striving to impose contractual devices or metrics 

supporting the creation or exchange of assets, giving rise to conflicts which 

often play out in legal terms. 

 

 

Regulating Credit Markets: From State Arenas to 

Federal Policymaking 

 
A vast body of research has shown that law is far from an external body 

of rules governing financial activities: the impact of legal reforms, or 

regulatory attempts, on market responses depends on the reaction and 

intervention of organizations, courts and social movements as well as the 

interpretive conflicts between these various stakeholders [Edelman and 

Stryker 2005; Mahoney and Thelen 2009; Black 2013]. This is particu- 

larly true for financial markets, which are frequently prone to rule bending 

or eviction: understanding regulatory processes therefore requires the 
adoption of a “relational approach” [Gray and Silbey 2014; Thiemann 
and Lepoutre 2017], focusing on interactions between market actors and 
those seeking to implement reforms or bend organizational routines. 

In this regard, a first set of research has relied on the concept of “legal 
endogeneity,” which specifically captures a type of private power where 
organizational rules or practices shape the interpretation of legal principles 

[Dobbin 2009; Edelman et al. 2011]. As rule implementation is both a site 
of “overt political contestation” and “covert institutional diff usion” 
[Edel- man and Stryker 2005: 542], this approach emphasizes the 
organizational resources that market actors and social movements devote 
to slant down- stream interpretations. However, simultaneously, this 
approach leaves 

little room for discussions and interactions between regulators and the 

regulated, restricting stakeholders to their respective capacity to imple- 

ment and circumvent rules. Filling this gap, a second approach has shown 

that compliance depends not only on distant conflicts between organiza- 

tions and courts or legislators, but on the density of ties between regulators 

and market actors [McCaff rey, Smith and Martinez-Moyano 2007]. 

As Thiemann and Lepoutre [2017] have argued, expert networks function 

as 
“interpretive communities,” where market responses are determined by 
local discussions over the “meaning of compliance”. While this 
herme- neutic perspective reintroduces relations between competing 
social 

groups, it also tends to undermine the propensity of these interactions to 
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result in conflict, as the technicity of expert discussions often prevents or 

supersedes the possibility of judiciary resolution. 

Building on these two approaches, this article adopts a more longitu- 

dinal perspective, studying a process of historical diff erentiation: as con- 

sumer credit laws were discussed and then implemented at the state level, 

multiple power struggles between regulators and lending companies deter- 

mined distinct legal outcomes as well as local credit market configurations. 

These state level interpretations were driven both by discussions between 

market actors and local reformers, within regulatory networks, and 

through legal battles over rule evasion, carried out within lower, and 

sometimes higher, courts. More specifically, we show that the initial power 

balance between elite reformist groups and salary lenders led to a plurality 

of legal decisions through the 1900s (I), which in turn set various states on 

diverging regulatory paths throughout the 1910s and 1920s (II). Finally, 

the New Deal policies of the 1930s partly shifted policy power away from 

states and to the federal level. And, whereas lending companies and 

Progressive reformers had partly failed to produce a universal model of 

wage-based loans, commercial banks succeeded in superimposing their 

organizational model over the existing heterogeneity (III), in part by 

keeping the controversial discussions within expert circles. 

The history of unsecured consumer loans illustrates the eff ect of 
reg- ulatory diff erentiation on market structure, which allows us to make 
two contributions to the “relational perspective” on law and finance. 
First, we extend the literature on regulatory compliance to legal pluralism: 
whereas the “legal endogeneity” approach has mostly focused on 
uniform federal 
employment law, we shift the focus to more granular conflicts, looking at 

strategies, resources and political opportunities exploited by rival actors to 

shape wage credit markets. Second, we show that this process not only 

produced varying levels of compliance; it also contributed to the segmen- 

tation of consumer credit markets: as both reformers and lenders strove 

towards uniformization, with limited success, several strata of legal coding 
continued to coexist—between states but also between state and federal 
levels—shaping interorganizational hierarchies within the field. 

 

Case Selection for the Comparative-Historical Approach 

 
The case analysis focuses primarily on for-profit and non-bank credit 

companies, in the first two sections, and their opposition with commer- 

cial banks in the third; while we touch upon the history of the two 
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secondary providers of unsecured loans at the time—credit unions and 
Morris Plan banks—their credit models raised distinct regulatory issues, 
outside the scope of this study4. 

Salary loan activities mostly developed in urban and industrialized 

areas, as lending agencies primarily targeted stable wage-earners 

employed by large integrated companies [Easterly 2010; Carruthers, 

Guinnane and Lee 2012; Bittmann 2020a]. The expansion of wage- based 

(or unsecured) loans, hence required a suffi cient growth and stabilization 

of industrial jobs for at least a segment of the workforce, but also a 

relative standardization of labor contracts and the related legal 

vocabulary [Laurie 1997; Njoya 2007]. The first part of our study builds 

on a comparative-historical approach focusing on the  industrialized 

states of New York, Illinois and Georgia, a selection motivated by both 

quantitative and qualitative elements. New York and Illinois were two of 

the largest states, in terms of population and manufacture production5, 

and its main cities, New York City and Chicago, harbored some of the 

most  active  reformist  networks  during  the  Progressive  era  [Willrich 

2003; O’Connor 2007; Donovan 2010]. Similarly, Georgia was leading 
the industrial development of the New South: a major railroad hub, 

Atlanta spearheaded this growth and hosted an emerging reformist elite, 

albeit with fewer material resources [Shepard 2009; Amsterdam 2016]6. 

Despite these similarities, as well as similar usury laws, these three states 

had diverging trajectories in the 1900s and 1910s: in Illinois, reformers 

worked hand in hand with lenders to draft the first state level regulation, 

later to be adopted nationwide, whereas in Georgia and New York, local 

elites fought against salary lenders, with unequal success. These initial 

 
 

4
 See Appendix for further details. 

5
 As Bruce Carruthers, Timothy Guinnane 

and Youngsook Lee have shown, the passage 
of uniform credit laws is significantly associ- 
ated with states’ manufacture production and 
rate of urbanization, which incidentally also 
explain the development of credit activities 
[CARRUTHERS, GUINNANE  and LEE  2012]. In 
1900, New York and Illinois ranked first and 
third in the value of manufacture production, 
but they were also among the most populated 
and urbanized states, with respectively 68.5% 
and 47% of their population residing in urban 
areas. According to these measures, Illinois 
was only surpassed by Pennsylvania: our 
choice to focus on the former rather than the 
latter was motivated by archival availability. 
Illinois hosted the largest credit company in 

the country, the Household Finance Corpora- 
tion, and we were able to access the company’s 
funds, now a branch of HSBC. US Census, 
1900, Volume I, Population, Part I, Table I: 
xviii; Table 28: lxxii; Volume VIII, Manufac- 
tures, Part II, Table 1: 982. 

6
 In 1900, Georgia was the largest South- 

ern state in terms of population and manufac- 
ture production, although it remained mostly 
rural. North Carolina and Louisiana had sim- 
ilar state profiles, and were considered as 
potential candidates, but reformist networks, 
and ensuing archival material, were close to 
non-existent in those states: the RSF archives 
are organized by state, which allowed to use 
folder volumes as a proxy in estimating the 
level of activism of local reformers. US Cen- 
sus, ibid. RSF, 15, 16, 22, 41 and 42. 
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configurations led states on distinct regulatory and market paths: Illinois 
and Georgia both adopted a credit reform, known as the Uniform Small 
Loan Law, in the late 1910s, and yet with drastically diverging 

eff ects. Whereas Illinois witnessed a large development in regulated 

loans, Georgia became the nation’s hub for unregulated “salary 
buyers” in 
the 1920s. By contrast, in New York, such a law was never passed, 
preventing the growth of a regulated loan market in the state. 

The second section of this paper focuses strictly on Georgia, as this 
state became the central focus of reformists’ eff orts during the 1920s: 
leaning on early judicial victories obtained in the early 1910s, the 
“Atlanta Big Four” built the largest network of unregulated agencies, 
extending throughout the country, and the conflict with reformers had 

major consequences for loan activities nationwide, as regulated lenders 

came to rely exclusively on chattel goods, and not wages, as collateral. In 

the third section, we analyse the conflict between bankers seeking to 

overhaul this regulatory framework and the established stakeholders, 

with Illinois lenders and New York reformers standing as their loudest 

opponents. Rather than seeking a uniformization of state laws, bankers 

and their trade associations supported a distinct national framework for 

wage bank loans, with a separate legal status, a unique pricing and distinct 

collateralization methods, further diff erentiating the credit market. 

 

 
Data and Methods 

 
Our data collection strategy was aimed at tracking the trials and 

controversies [Fourcade 2011; Angeletti 2017] regarding “salary 
advances”. To do so, we collected archives both from a major philan- 
thropic organization, the Russell Sage Foundation7  (hereafter RSF), 

which monitored and defended state level reforms throughout the coun- 

try, and from local organizations, such as legal aid societies and chambers 

of commerce in Chicago, New York and Atlanta. Then, we amassed a set 

 

 
 

7
 See infra for more details concerning the 

RSF and its credit department. While these 
funds have already been explored by other 
works [see ANDERSON 2008; HYMAN 2012 or 
TRUMBULL 2014], most studies focus strictly 
on New York. By enlarging the analysis to 
Illinois and Georgia, our study provides a 

more complete overview of these regulatory 
eff orts. The RSF archives, located at the 
Library of Congress, include folders dedicated 
to unlicensed lenders (boxes 120 through 
124), regulatory eff orts in New York (64), 
Illinois (16 and 17) and Georgia (15 and 16). 
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of local newspaper articles, commenting on legal cases and arguments as 
well as their repercussion in the public sphere. These materials enable us 
to identify key moments, where credit reform was a “hot cause” [Rao 
2008], prone to uncertain evolutions. We additionally collected a set of 
judiciary archives, tracking “salary advances” both in lower court pro- 
ceedings and in reformers’ legal actions. We identified credit contracts in 
early judiciary records, as well as among lenders’ commercial papers, and 
followed the discussions of indeterminacies and compliance among credit 

activists, identifying relevant minutes and correspondence pertaining to 
the transaction’s legal status. Hence, we followed the unfolding of local 
scandals, revealed by legal aid lawyers or “crusading” newspapers, 
through cases brought to court and to judges’ final decisions as well as 
the rationales given. Finally, the description of the opposition between 

regulated lenders and commercial banks builds on material dedicated to 
various legal issues, located in the RSF archives8: these contain trade 
publications and discussions within professional associations—especially 
the Consumer Credit Division of the American Banking Association, 
created in 1939—as well as details about the opposition between sup- 
porters of distinct credit models. 

 

 
Obscure Fees and Transparent Rates, 1900-1920 

 
As Marx [(1867) 2015, Chapter XXIII: 401] pointed out early on, 

wages are an ongoing advanced contracted by the employer over the 

current month or week, only to be reimbursed at the end of the produc- 

tion cycle. Building a market for wage credit required a form of broker- 
age, where companies would temporarily liquidate the employer’s debt, 
through an advance given to the worker in exchange for a fraction of the 
amount lent. From the Colonial era until the early 20th century, state 

usury laws had remained the main legal status governing debt exchanges 

[Rockoff  2003]; however, usury caps were primarily designed to control 

rural credit, guaranteeing that farmers could easily finance their seeds and 

tools before periodic harvests. The extension of small loans to urban 

dwellers raised legal uncertainties, largely exploited by agencies, who 

continuously argued that these were not credit transactions, but a form of 
salary “purchase” [Anderson 2008; Hyman 2012; Anderson, Carruthers 
and Guinnane 2015; Bittmann 2020b]. 

 
8
 The relevant sources correspond to boxes 98 through 104, in the RSF archives. 
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This practice was hence described, by Progressive reformers, as a 
strategy designed to evade usury laws and expose workers to the risk of 
“financial  servitude” [Bittmann  2019],  which  could  only  be  averted, 
according to the rallying elites, through establishing a “fair” rate, ensur- 
ing both a “reasonable profit” for lenders and moderate costs for bor- 
rowers. 

Through “anti-loan shark crusades,” reformers sought exemptions to 
usury rates, for a specific class of small loans below $300, thus striving to 
eradicate unregulated lenders through competitive pressures [Anderson, 

Carruthers and Guinnane 2015; Bittmann 2019]. The main policy tool 

was a fixed annual interest rate, which would replace various fees charged 

by salary lenders: as fees were paid on a weekly basis, they led to 

renewable loans, with reformers pointing to the accumulating charges 

over the course of weeks, months or years. In sharp contrast, an interest 
rate was supposed to curtail the practice of “doubling up”

9
: borrowers 

would know the “true” and “transparent” price, through a fixed rate, 
and would contract a loan for a finite period, usually of one year. While 
this 

specific form of economic policymaking has been extensively studied, the 

legal operations as well as the frequent conflicts these transactions gave 

rise to have yet to be documented. Transforming the market through 

interest rates implied an extensive struggle aimed at convincing courts 

that these transactions were, indeed, a disguised form of credit to be 

subjected to usury rates. 

While usury laws varied from state to state, both in terms of legal rates 

and ensuing penalties, during the 19th century these had slipped in the 

background of policymaking, with many states abandoning their status 

or subscribing to the general usury provision of the National Banking Act 

of 1863 [Rockoff  2003]. The growth of salary lending therefore spurred a 

renewal of interest in usury ceilings as an effi cient policy instrument, 

initiating a process of regulatory diff erentiation across various states, 

which we study through the comparison of New York, Illinois and 

Georgia. 

 

In New York, We Have a Good Law 

 

In New York, anti-usury campaigns were spearheaded by the Depart- 

ment of Remedial Loans (DRL) of the powerful Russell Sage 
 

9
 Howard BRYANT, 1917, “Uplifting the 

Small Loan Business and the Elimination of 
Double Up,” Yearbook of the American 

Association of Small Loan Brokers (Princeton, 
Princeton Online University Archives: 28-
31). 
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Foundation. Founded in 1907 by Margaret Sage, the widow of the 
industrial tycoon, this organization devoted approximately $15 million 
to the “improvement of social and living conditions” in the country 
[Glenn, Brandt and Andrews 1947: i.], investing in causes such as child 
hygiene, schooling or women’s working conditions. Dedicated to credit 
reform, the DRL had been vested with two core missions: defending 
“loan shark victims” through court actions, and promoting the growth of 
an alternative source of credit, in the form of semi-philanthropic lending 

associations, partly for-profit but guaranteeing a limited rate to poor 
borrowers [Easterly 2010, Anderson, Carruthers and Guinnane 2015; 
Fleming 2018b]. In doing so, the Department relied heavily on a close 
network of New York philanthropic elites, which historians have called 
“charity organizers” [Bacciochi et al. 2014], eager to mitigate the harmful 
consequences of industrial capitalism. These reformist circles included 

the largest network of charity organizations in the country, as well as 

burgeoning women and consumer groups [Bittmann 2020b]. The first 

director of the DRL, Arthur Ham, cultivated strong ties with key insti- 

tutional actors at the state level, such as banking authorities and the 

District Attorney. 

The Department was rapidly successful in both endeavors. On the one 

hand, Ham incentivised debtors to initiate litigations against lenders, 

through the New York Legal Aid Society, off ering to cover the ensuing 

expenses [Glenn, Brandt and Andrews 1947: 140; Easterly 2010: 175-

177]. Moreover, in 1913, the DRL managed to convince the district 

attorney of New York County to appoint a prosecutor in charge of usury 

cases: in his first five months in offi ce, he obtained over one thousand 
victories in lower courts [Calder 1999: 128]. The same year, Ham’s 
proselytist eff orts led to the arrest of the main lender in the state, 
Daniel Tolman, who was sentenced to six months in prison and rapidly 
ceased to operate10. On the other hand, the DRL actively promoted a 
specific type 

of credit union, known as a remedial loan association: Ham contributed to 

the federation of these organizations into a national union, acting as its 

unoffi cial chairman [Fleming 2018b: 37], and he convinced the president 

of the RSF to invest $100,000 in the creation of the Chattel Loan Society 

of New York [Glenn, Brandt and Andrews 1947: 139], an organization 

established to provide an alternative source of credit to salary loans in the 

city, off ering credit based on chattel goods. Between 1914 and 

1918, 

 
10

 “Tolman, ‘loan shark king’, again in toils 
of law,” The  Washington  Herald,  August 
3, 2013: 1; “Tolman is convicted,” New York 

Times, October 13, 1913, Chronicling Amer- 
ica [url: https://chroniclingamerica.loc.gov/]. 
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close to one dozen credit cooperatives were created along a similar 

blueprint, and Ham directly worked with the State Banking Authority 

to lift several restrictions, facilitating their expansion [Easterly 2010: 

193]. Between 1910 and 1925, 60-70% of their capital was detained by 

philanthropic organizations based in the state, a specific situation which 

led Ham to forgo the pursuit of any project of legislative reform, stating 

on multiple occasions that “in New York, we have a good law” [op. 

cit.: 
189]. However, as Easterly [2010: 191-194] has shown, these organiza- 
tions achieved only limited success, as many lasted only a few years or 

failed to balance their accounts, and the available funds never covered the 

growing needs of the local working class. 

This unique configuration of reformist networks in New York, both in 

terms of campaigning power and investment capacity, led to a divided 

market, with unregulated salary buyers on the one hand and large semi- 

private credit associations on the other, funded by philanthropic capital 

and bent on supplanting the latter. Quite paradoxically, as the DRL 

became the most ardent supporter of credit reforms across state legisla- 

tures, in New York, compliance was not an option for salary lenders as no 

regulation was specifically set up to create a legal market. 

 
From Litigation to Legal Reform in Illinois 

Progressive reformers in Illinois were among the busiest in the country.  
From “anti-vice crusades,” seeking to regulate prostitution, alcohol, 
drugs and gambling, to campaigns against “white slavery,” associated 
with the forced prostitution of young white women, from the settlement 

houses movement led by Jane Addams to the reform of municipal courts, 

a wide array of business, religious, political, legal and scholarly elites was 

in constant eff ervescence [Willrich 2003; Donovan 2010; Keire 2010; 

Batlan 2015]. Contrary to New York, this heterogeneous class of social 

reformers represented a loose and dispersed network, without any dom- 

inant figures or attempts at coordination. However, the frequent recourse 

of the reformist movement to courts and litigation produced a group of 

experienced legal professionals, frequently involved in the defense of 

multiple causes: among their most prominent figures were Harry Olson, 

Chief Justice of the Chicago Municipal Courts, District Judge and future 

Federal Judge Kenesaw M. Landis, prosecutor Cliff ord G. Roe and 

Daniel Trude, a young attorney later to be appointed as Circuit Court 
Judge. During the “anti-loan shark” campaigns carried out between 
1912 and 1917, these worked hand in hand with the Chicago Legal 
Aid Society to defend usury “victims” and expose the illegal practices 
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of salary lenders11. Chicago’s most influential newspaper, The Chicago 
Tribune, also contributed to these eff orts, setting up a “Legal 
Department” with the support of over 80 local lawyers, an initiative 
which led to the first successful prosecutions against lenders in 1912

12
. 

In 1916, the Department of Public Welfare of the city of Chicago 

coordinated and funded a large study, entitled The Loan Shark in Chi- 

cago, supervised by the sociologist E.E. Eubank13. Upon its publication, 

a large meeting was organized by the municipality, attended by repre- 

sentations of 44 local reformist organizations, among which the Chamber 

of Commerce, the State Bar Association, several large banks and social 

work or charity organizations14. However, several lenders also partici- 

pated in the discussion, in particular Leslie Harbison, a senior manager 

for the largest network of salary loan agencies in the country, later to be 

incorporated as Household Finance. The presence of Harbison testified 

to a shift in the strategy pursued by Illinois lenders: the bad press, 

constant pressure of civil litigation as well as the fear of imprisonment, 
which followed Tolman’s arrest in New York, gradually convinced the 
company’s management that a collaboration with reformers would be in 
the  best  interests  of  their  business  [Bittmann  2020b].  Anticipating 
an imminent legal reform, the company’s principal lawyer, Frank 
Hubachek, had drafted a bill proposal, in line with reformers’ core 
principles, which was submitted to, and finally endorsed by the various 

participants of the 1916 meeting. Simultaneously, Harbison and Huba- 

chek also met with Arthur Ham and the DRL, seeking the endorsement 

of the RSF and its expert reputation: whereas Ham believed the DRL 

resourceful enough to oust salary lenders in New York, he was also 

convinced that allying with several enlightened lenders, willing to com- 
ply with regulation, would represent reformers’ best chance at imple- 
menting a credit reform at the national level (art. cit.). In the aftermath of 

the meeting, a Legislative Committee was formed and the drafted bill was 

defended at the following state legislature, leading to the passage of the 

first small loan law in 1917. 

 

 
11

 WILLRICH 2003; “Cells for loan sharks,” 
Chicago Tribune, May 29, 1907 (Chicago Tri- 
bune Online Archives); “Money leeches scar 
on State,” Detroit Free Press, May 4, 1917. 
RSF, 17, Loan Shark Campaigns (LSC) 
1916-1918; Annual Report of the Chicago 
Legal Aid Society, 1913: 13-14. University 
of Iowa Digital Archives [https://catalog. 
hathitrust.org/Record/011724181]. 

12
 Questionnaire, to “Loan  Shark 

Victims,” Legal Department of the Chicago 
Tribune. RSF, 17, LSC, 1910-1913. 

13
 E.E. Eubank, The Loan Shark in Chi- 

cago, Chicago Department of Public Welfare, 
1916. RSF, 17, LSC, 1916-1918. 

14
 “Meeting today will seal doom of loan 

usury,”  Chicago   Examiner,   December 
14, 1916. RSF, 17, LSC, 1916-1918. 
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The intense legal battles waged against Illinois lenders resulted in a 

collaboration between a segment of dominant market actors, seeking to 

capture what was perceived as an inevitable regulation, and local as well as 

national reformers looking for a model victory which could lead to similar 

actions across the country. Contrary to New York, where regulation was 

achieved against lenders by a cohesive set of philanthropic elites, in 

Illinois, the interpretation according to which salary advances were, in 

eff ect, bona fide loans was supported by a diverse group of reformers, 

characterized by more distant ties and comparatively more legal 

resources. Such a configuration then led to a legislative reform that 

benefited from the support and investment of market actors. 

 

Regulating Without the Courts: The Success of Georgia Lenders 

 
Between 1903 and 1910, elites located in Atlanta, Macon, and Augusta 
organized “crusades” against salary lenders’ “nefarious business”

15
. 

Contrary to New York and Illinois, these reformers primarily belonged 

to the business world, and their actions were coordinated by local Cham- 

bers of Commerce: in Atlanta, local entrepreneurs, bankers and 

employers carried the fight against usury as a way to improve the condi- 

tion of the growing industrial working class, and simultaneously mod- 

ernize the Southern economy16. As early as 1903, the Atlanta Chamber 
issued a resolution, calling to “stamp out this evil” and “bring this matter 
to the attention of the Georgia Legislature”. These had, however, much 
fewer resources than their northern counterparts: local Chambers were 

plagued by limited funds, philanthropic organizations were still in their 

infancy and no legal aid societies existed in Southern states [Shepard 

2009; Amsterdam 2016]. Moreover, direct civil action was deemed 

complicated because, in most cases, legal professionals could not reach 

borrowers until they faced a trial, and, even then, usury laws tended not 

to be applied as local Justices of the Peace routinely judged in favor of 

lenders17. 
 

15
 List of “loan shark  crusades,” RSF, 

121, LSC before 1923. The quote is taken 
from a letter written by Victor Kriegshaber 
to the Direction of the Atlanta Chamber of 
Commerce, October 1, 1903. Atlanta History 
Center, MSS OS 4.467, Minutes of Meetings, 
Atlanta Chamber of Commerce, Volume I. 

16
 For instance, in Atlanta, the fight was led 

by Victor Kriegshaber, owner of a glass 
manufacturing plant, Woodrow Woods 

White, bank director, J.K. Orr, who had 
established a large shoe company, and 
F.J. Paxon, co-owner of a major department 
store. Ibid. 

17
 “Victims reporting loan shark cases to 

solicitor   Hill,”  Atlanta   Georgian,   June 
3, 1910. Georgia Historic Newspaper (GHN, 
online) [https://gahistoricnewspapers.galileo. 
usg.edu/lccn/sn89053729/]. 
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The first collective action followed a scandal revealed in June 1910, 

when a railroad worker was imprisoned after his refusal to pay various 

fees imposed by five credit agencies18. The Atlanta Chamber issued a 

second resolution, calling out the press and seeking the support of two 

Solicitors General, who decided to release a text in the local press, 
inviting “loan shark victims” to report to their offi ces19. In a few days, 
more than 20 borrowers were ready to testify and a grand jury prosecu- 

tion was opened, with cases prepared and brought by the solicitors. The 

day of the hearing, 38 credit companies were summoned to submit their 
documents but only 5 complied: one of the lenders’ lawyers deemed the 
accusation “fictitious,” stating that “the law [was] on their side” and that 
the transactions on trial could not be assimilated with credit20. A second 
hearing was then dedicated to “victims,” during which lenders pressured 
borrowers by sending collection agents outside of the courtroom, “taking 
notes and recording names of their victims who dared to tell their 
stories”

21
. These actions emphasize the specific balance of power in this 

Southern state, in favour of lenders who actively fought legal actions, 

refusing both to back down or support, as in Illinois, the regulation of 

their activities. 

The grand jury nevertheless issued 142 indictments against lenders, 
as well as bailiff s and one magistrate: these accusations did not have 
immediate eff ects but, as a journalist underscored, “the evidence in 
the cases mentioned will render it possible to make a fair and square test, 
both of the usury law and of the kind of transactions that the money 
lenders have been carrying on”

22
. Such a test case was finally brought in 

front of a 
superior court jury in December 1911. It concerned one of the largest 
credit companies in the country, operated by the King Brothers of 
Atlanta. After several hours of deliberation, the jury found the lenders 
not guilty of usury, stating that state laws were “faulty” and that the 
defined usury rates did not apply to the transaction23.This defeat tem- 
porarily halted the elites’ eff orts to regulate the credit market, as lenders’ 
contractual devices prevailed. In the aftermath of the decision, the 

Atlanta Chamber of Commerce did try to organize a legal aid society 

 
 

18
 “Loan agents defy grand jury 

order,” 
Atlanta Georgian, June 9, 1910, GHN. 

19
 “Victims reporting loan shark cases to 

solicitor Hill,” ibid. 
20

 “Loan agents defy grand jury order,” 
ibid. 
21

 “Roads won’t fire men who testify 
against loan sharks,” Atlanta Georgian, June 
11, 1910, GHN. 

22
 “Loan shark day with grand jury will be 

busy one,” Atlanta Georgian, June 9, 1910, 
“142 indictments now against loan sharks,” 
Atlanta Georgian, June 23, 1910, GHN. 

23
 “Loan agents acquitted on a technical 

point,”    Atlanta    Georgian,     December 
2, 1911, GHN. 
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TABLE I 

The influence of regulatory efforts on local market configurations, 

prior to 1920 
 

State Illinois New York Georgia 

Level of reformers’ 
resources 

High High Low 

Reformist network Loose Dense Dense 

Successful litigation Yes Yes No 

Alliance with lenders Yes No No 

Uniform Small Loan Law Yes No Yes 

Dominant market actor Regulated 

lenders 

Credit 

cooperatives 

Unregulated 

lenders 

 
and finance a local credit association, but both of these organizations were 

short-lived24. Reformers concentrated most of their eff orts on promoting 

a model small loan law to be presented at the state legislature, following 

the passage of the law in Illinois and in other states: they were more 

successful in this endeavour, as the RSF-endorsed credit reform was 

voted in 1920 in Georgia, despite the previous judiciary setback. 

In Georgia, the lack of a proper framework combined with the limited 

economic and legal resources of local elites played in favor of fees over 
interest rates, legitimizing organizational practices over reformers’ inter- 
pretation. This made up for a distinct market configuration, as regulated 
small loans were provided a legal infrastructure, but without the support 
of the courts, a situation which allowed the rapid growth of unregulated 

lending during the 1920s. 

In Table I, we summarize the results of the comparative-historical 

analysis which emphasizes the eff ect of regulatory diff erentiation on the 

structure of credit markets: the level of financial, reputational and legal 

resources available to reformers, as well as the configuration of expert 

networks, determined the issue of the power struggle with lenders at the 

state level. In New York, the density of the reformist network enabled 
 

24
 The Atlanta Legal Aid Society and the 

Atlanta Savings and Loans, both created in 
1910 by the Chamber of Commerce, were 
supposed to work hand in hand. Presenting 
these organizations in the local press, one of 
their lawyers asserted that “the two organiza- 
tions will be separate, but will be mutually 
helpful. The legal society is designed to pull 

the shark's teeth with the strong hand of the 
law, while the loan association would starve 
him to death”. Both organizations were shut 
down before the First World War, for lack of 
funds.   “Activity   begun   against   
sharks,” 
Atlanta    Journal    and    Constitution:    B3, 
September 11, 1910. Atlanta Fulton Public 
Library, Microfilms Division. 
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local elites to directly finance and coordinate a non-market organizational 

alternative to salary lending, whereas in Illinois, the low level of coordi- 

nation led to a response that was more judiciary than economic, with local 

actors choosing to include dominant market players in the regulatory 

design. Finally, in Georgia, while the battle waged to extend usury laws 

was lost, reformers were still able to push for a legal reform, setting up for 

a conflict regarding the implementation of the new law to non-compliant 

lenders. 

 

Uniformizing Markets Through the Courts: Fighting Salary Buyers 

in Georgia 

The promotion of the Uniform Small Loan Laws (USLL) across the 

country continued during the 1920s, with 22 states adopting a version of 

the model law prior to 1930 [Carruthers et al., 2012]. This legislative 

success was mostly the result of the joint eff orts of the DRL and a 

new association of small loan brokers, which remained under the strict 

control of the increasingly dominant Household Finance Corporation 

[Bittmann 2020b]. After what was perceived as a successful campaign in 

New York, the DRL assumed a more coordinating role, endorsing laws 

and giving legal and financial support to local reformers who sought 

out their expertise. In this context, the situation of Georgia rapidly 

stood out as the main threat to the viability of regulated markets: the 

success of the 
“salary buyers”, in spite of a proper legal framework, emphasized the 
limits of a strictly political response—in the form of state laws—to rule 
circumvention. Put diff erently, Georgia became the main 
regulatory 

frontier because it precisely raised issues of implementation, interpreta- 
tion and compliance with the new laws. In the early 1920s, the DRL 
missioned Household Finance’s Frank Hubachek, now the main legal 
counsel for regulated credit companies, to devise a legal strategy intended 
to curb the activities of non-compliant lenders, which were expanding 

across state lines. In his ensuing memorandum, Hubachek identified the 
main issue with the implementation of the law: “The question […] is very 
simple: is the transaction a loan or a sale? There is no other question or 
problem. […] The law in Georgia on the question whether wage assign- 
ments are bona fide sales or usurious loans is much confused”

25
. In order 

to convince the courts of the “true” nature of wage assignments, the 
 
 

25
 Frank HUBACHEK, 1924, Memorandum 

on Wage Assignment Amendment. RSF, 
161, Wage Assignments Law. 
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strategy suggested by Hubachek was to emphasize the existence of a 
“duty to repay” and the “intention of the parties of the transaction to 
create this duty”: according to him, “this obligation of repayment” was 
“the essential characteristic which distinguishes a loan from a sale”. 

In doing so, the lenders’ counsel did not believe in the power of 
banking or trade state authorities. According to Hubachek, these did 

not have the capacity to impose such an enlarged interpretation, and the 
DRL needed to coordinate with regulated lenders as well as local 
reformers in order to obtain strategic court rulings: “a case must be 
brought, and so decided, before such a tribunal [superior court], as to 
compel them [supervisory agencies] to act. But it is submitted that the 

prosecution of the original test case should not be left to these offi cials 
under any circumstances”

26
. Pedriana and Stryker [2004] have demon- 

strated that, in cases of weak supervisory agencies, social movements can 
resort to court action in order to produce enforcement and the intended 
changes in organizational practices. In such a context, the struggle is 
often “waged in explicitly legal terms,” the law becoming a 
“master 
frame” through  which  activists  seek  to  gather  resources  and  design 
actions [Pedriana 2006]. Between 1924 and 1931, the DRL and Georgia 
reformers pursued such a strategy, intended to curtail lenders’ power and 
impose “salary purchase” as a valid legal standard. 

 
Compliance as Politics: From Interpretive to Judicial Conflicts 

 

In March 1926, delegates from the DRL, along with Georgia reformers, 

met with two of the largest owners of credit agencies in the South, 

including one of the King Brothers, looking to convince them of the 

many benefits attached to the new framework27. The attending lenders 

argued that some of the smaller loans, of amounts inferior to $50, would 

not be profitable at the USLL rate, of 42% annually. For this class of 

transactions, they suggested additional fees which would be authorized 

on top of the legal interest, according to a “sliding scale”: 50 cents 

for 
loans of $5, 70 cents for those between $5 and $8, and up to $2.50 for 
loans of $50. This was unacceptable for reformers, whose flagship 
instrument, a unique and fixed rate, was aimed at ensuring 
“transparency” for the borrower. Behind this debate lay an opposition 
between two credit models, based either on wages or private property. 
Reformers argued that salary buying was “a severe drain on the 
family 

 
26

  Ibid. 
27

 Conference with salary buyers, March 

1926. RSF, 16, LSC 1926. 
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budget” and considered that “there are many useless and improvident 
loans caused by the fact that a man has opportunity to get a loan on his 
salary”

28
. This critique did not only target unregulated lenders but aimed 

at doing away with the practice of turning wages into capital as a whole. 

Indeed, whereas the USLL did not specify a required collateral, the RSF 
continuously stressed that it would be preferable to refuse any “unse- 
cured loans” based on future earnings, and focus on workers who could 
mortgage valuable goods such as furniture, clothes, cars, etc. A study 

conducted on 10,000 small loans authorized throughout the country 
shows that, in 1922, only 164 (1.08%) were secured by wages [Robinson 
and Stearns 1930: 141]: the new regulation not only aff ected the way 
credit prices were disclosed; it also associated workers’ credit not with 
labor income but with ownership. According to King, some of their 
agencies had tried to abandon salary lending, but they were able to retain 
only 3% of their customers in these cases29. Hence, the refusal to comply, 
expressed by Georgia “salary buyers,” did not simply stem from an 
incentive to circumvent the law: under the legal opposition between fees 
and interest transpired a divergent understanding of how wage-earners 
should be allowed to build debt. 

Following the shortcomings of the meeting, the DRL decided to push 

for legal action. The main concern was the unpredictability of common 

law courts: at the time, Justices of the Peace had been professionalized 

and replaced by municipal courts in most parts of the country, and even 

small credit claims could face trial by jury [Willrich 2003]. However, as 

the jurisprudence contained in the Hubachek memorandum showed, 

there was still much hesitation on the part of juries: in 1929, an Atlanta 
lawyer, J.L.R. Boyd explained that “in Georgia, salary buyers have 
provided for themselves a cloak of legality which Juries cannot (with 
unanimity) see through”

30
. Consequently, reformers decided to bring 

cases to equity courts, where no juries sat. Equity trials dated back to 

British medieval law, and enabled citizens to appeal directly to the king, 

or to one of his representatives, for a certain class of cases where common 

law was deemed unfit [Kessler 2005]. Whereas common law represents a 

conservative, slowly evolving body of decisions, equity courts were 

perceived by some legal scholars as more flexible: in those, judges were 

not bound by precedent-based interpretation and ruled according to a 
subjective understanding of the parties’ actions. Unsurprisingly, equity 
procedures were strongly advocated by legal realists of the time: for 

 
28

 Ibid. 
29

 Ibid. 

30
 Annual Report of the Atlanta Legal Aid 

Society, March 1929. RSF, 15, LSC 1929. 
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instance, Roscoe Pound31 supported their development, stating that they 

would enable the justice system to adapt more effi ciently to the rapidly 

changing social conditions aff ecting American citizens32. 
These courts therefore represented a form of “kadi justice,” according 

to Weber’s characterization [(1922) 1978: 975-976] in his work on the 
rationalization of law: for Weber, these sitting judges were misaligned 
with the spirit of “rational capitalism,” where the formal interpretation of 
texts tended to prevail. As courts became a central tool in economic 

policymaking during the Progressive Era, in the absence of direct federal 
intervention, equity found a strong echo among legal professionals seek- 
ing to regulate credit markets. In Georgia, Boyd defended this strategy in 

a legal aid bulletin: “It is believed, that when confronted with the facts, a 

judge—not a jury, whose morality is that of its weakest member—can 
suppress for the good of Society such loan companies as operating outside 
the law”

33
. The disguise of interest as fees (and of loans as sales) was 

framed as an issue in economic knowledge and transparency: the new law 
was designed to uplift the credit market but, in order for it to achieve its 
regulatory purpose, judges needed to acknowledge that the interest rate, 
defined through the USLL, was the only “true” way to price loans. 

In May 1926, the newly founded Atlanta Legal Aid Society (ALAS), 
along with the support of the DRL, filed 600 petitions with a county 
judge, who agreed to grant an equity judgement34. In his defense of “poor 
wage earners,” Boyd stated that “salary buying” represented “one of the 
greatest menaces we have to the welfare of the poor,” and off ered a 
simple solution in the enforcement of the law: “In order that poor 
persons may be off ered legitimate means of borrowing money, Georgia 
together with 

21 other states has adopted the law urged by the Russell Sage Founda- 
tion, under which money lenders may charge 3.5 percent interest a 
month. But that was not enough to satisfy the men now getting rich by 
buying salaries”

35
. One “tragic” story was put forward during the audi- 

ence, which was then publicized by various newspapers throughout the 
country: Burl Parrish, an “old-time darkey,” had paid $2 every week for 

 

31
 Roscoe Pound was an important legal 

scholar during the Progressive Era, and an 
ardent supporter of “legal realism,” a tradition 
which defends a more pragmatic approach to 
law  and  its  impact   on  social  inequalities 
(as opposed to legal formalism). 

32
 Roscoe Pound, The Causes of Popular 

Dissatisfaction with the Administration of 
Justice, American Bar Association, 1906. 
Nebraska College of Law Archives [https:// 
law.unl.edu/RoscoePound.pdf]. 

33
 Annual Report of the Atlanta Legal Aid 

Society, op. cit. 
34

 “Injunctions halt alleged loan sharks,” 
Atlanta    Journal    and    Constitution,    June 
4, 1926, Atlanta Fulton Public Library, 
Microfilms Division. 

35
 “$1,000,000 yearly loan sharks profits 

from poor of Atlanta,” Cincinnati Times Star, 
May 4, 1926. RSF, 121, Folder Henderson 
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three years, “without whittling down the principal. […] Uncle Burle 
needed money because his ‘chillun was hungry’, so he sold his salary. […] 
You may wonder why even an ignorant Negro would continue to pay 

week after week the way Uncle Burl did. The loan sharks told him that if 
he didn't keep paying they would tell his employer […] and he would be 
fired. Fear made him a financial slave”

36
. The emphasis put on the 

assumed  financial  incompetence  of  the  African-American  borrower, 

and its obvious racist undertone, was meant to appeal to the moral 

compass of the Southern white judge. However, equally important was 
the reference to the USLL, with the lawyer stating: “the law regulates all  
interest charges, and the law should be enforced”. Local elites, such as 
employers, priests, lawyers or philanthropists, widely expressed their 
support of the “crusade,” and in June 1926 the judge issued 120 tempo- 
rary injunctions against “salary buyers,” with lenders agreeing to annul 
any debt contracted by borrowers and cover judicial fees. In 1929 and 
1931, Atlanta lawyers resorted to similar tactics, filing for injunctions 

within equity courts, an infrequent but successful way of obtaining legal 

recognition of the contractual framework championed by reformist 

movements. 

 
The Reign of Interest: Interpretive Success in a Higher Court 

 
In between these actions in the equity courts, credit activists closely 

analysed the decisions rendered by municipal courts, bringing multiple 
cases to trial where significant evidence tended to show the creation of an 

“obligation to repay”
37

. The defence of borrowers followed a 

strict 
pattern, with arguments closely in line with reformers’ interpretation: 
“The outraged ‘wage earner’ plaintiff  can usually recite to jurors many 
reasons why a ‘straight’ sale of his wages was an impossibility. He relates a 
set of facts showing an agreement both 1. To lend money 2. To deposit as 
‘collateral’ security an absolute deed to wages”

38
. Then, “the ‘salary 

buyer’ presented the usual ‘amendment’ alleging ‘fraud’,” an argument 
to which the lawyers replied by denouncing “the attempted use of the 
courts to accomplish ‘indirectly’, by a ‘tort’ suit what cannot be accom- 
plished ‘directly’ by a ‘contract suit’”. Here, the lawyer tried to 
underline a contradiction in the lenders’ plea: lenders defended the 
legitimacy of 

 
36

 Ibid. 
37

 Between January  and  March  1929, 
101 “wage assignment” suits were brought 
in front of a municipal court by the 
Atlanta 

Legal Aid Society. Annual Report of the 
Atlanta Legal Aid Society, March 1929, op. cit. 

38
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their “wage assignment” transactions, and yet they did not seek compen- 
sation on the basis of a breach of contract39. 

Following this strategy, originally suggested by Household’s Frank 
Hubachek, Atlanta reformers managed to have two “wage 
assignment” cases reviewed by the Georgia Supreme Court, in 
February and April 

1930. Both pertained to railroad workers who assigned their wages to 
“salary buyers,” and both were appealed by the ALAS following a 
superior court ruling in favor of the lenders, as in 1911. Yet in the late 
1920s, the regulatory configuration was entirely diff erent, as 
reformers had the support of a new credit law as well as additional 
resources stemming from the support of national reformers and 
regulated lenders. Consequently, the Supreme Court overturned the 
superior courts’ judgement in both cases, with judges insisting on the 
repetition of similar transactions at frequent intervals. In Jackson v. 
Bloodworth, the judge ruled that “the series of transactions” was 
“not a series of bona fide 
assignment of wages, but […] a loan by the assignee of the original sum 
of money advanced […] and the periodic payments made from time to 
time by the assignor to the assignee amount to interest paid by the 
assignor […] and, where the interest thus paid is usurious, the series of 
transactions constitute[d] a scheme for the evasion of the laws against 
usury”

40
. The judge then underlined the existence of an “obligation” 

and a “debt” and hence the necessity, for lenders, to collect their 
money through a usual procedure of money “due and unpaid”. The 
language used closely followed the arguments put forward by 
reformers: the 

rulings insisted on the creation of a duty to repay and reaffi rmed small 
loan laws as a relevant framework in assessing the transactions’ legality. 
These “loans” were therefore deemed usurious, even if the accumulated 
fees were not compounded in an explicit interest rate in either decision. 

In the aftermath of the decisions, the ALAS obtained a growing 
number of favorable rulings in common law courts, where the Supreme 
Court’s reasoning was increasingly applied. Moreover, reformers used 
these decisions to pressure local employers into rejecting wage garnish- 
ments targeting their employees41. In seeking the transformation of 

credit practices, both the law and favorable decisions became strategic 

resources in order to influence courts, but also employers and non- 

compliant  lenders.  As  a  consequence,  the  two  main  Georgia  chains 

 
39

 In contract law, the obligation is will- 
ingly chosen by the parties, as opposed to 
tort law. 

40
 Jackson v. Bloodworth, 41 Georgia Court 

of Appeal, 216 152 SE 289, 1930, n°19503. 

41
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converted to “regulated small loan lending” in the early 1930s, agreeing 
to comply with the USLL and its flagship rate, and in so doing stopped 
accepting wages as collateral. In the two firms’ first annual reports, 
balance sheets indeed show an exclusive use of chattel mortgages as credit 

assets42. 
Following the initial diff erentiation of the states’ regulatory infra- 

structures as well as market configurations, during the 1920s, attempts at 
uniformization were carried by an “unlikely alliance” between regulated 
lenders and an increasingly coordinated network of credit experts 

[Anderson, Carruthers and Guinnane 2015]. This was partially achieved 

both through national legislative campaigns and local judicial actions: 

salary loans were put to their most pivotal test in Georgia, as reformers 

sought to transform the decision-making process of lower civil courts, 

institutions which were perceived as the main gatekeepers of rule imple- 

mentation in consumer finance. As Edelman et al. [2011: 911-912] have 
pointed out: “It is the lower courts that are sociologically most 
interesting” as it “is in this locale that legal doctrine meets society most 
directly as lawyers and parties contest facts as well as law”. Relying on the 
new USLL as a “master frame,” but also on a quasi-sociological under- 
standing of debt as obligation, Georgia reformers succeeded in building 

favorable jurisprudence through Supreme Court judgements. However, 

this process also had major consequences in terms of market structure, 

influencing the type of security regulated lenders were willing to accept. 

Hence, until the mid-1930s, small loans represented the first nationwide 

market for consumer credit, yet in a way that prevented American 

workers from directly using their wages as collateral. 

 
 

Discount vs Interest: Is Banking Moneylending? 1934-1943 

 
In the early 1930s, the main market divide separated regulated 

lenders, operating under the USLL, from unregulated lenders in non- 

USLL states or fighting against the USLL43. In the absence of 
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constructive federal regulations, state credit laws thus continued to 

represent the main regulatory reference point, defining a fixed monthly 

interest rate and chattel goods as legitimate collateral. However, in the 

late 1920s, commercial banks had started off ering small loans to con- 

sumers, a type of credit which grew rapidly during the second part of the 

1930s [Chapman 1940]. Up until this point, bank credit had remained 

strictly business-oriented: consumers could use deposit or saving ser- 

vices, but credit was only granted to business owners. In 1928, National 

City Bank opened the first Personal Loan Department in New York City, 

off ering loans of up to $1,000 to steadily-employed workers [Hyman 

2012: 87]. As the experience proved successful, other banks soon opened 

their doors to private consumers. The development of bank loans 

occurred primarily in states where no USLL had been voted [Plummer 

1940]: New York soon became the leading state for bank loans, repre- 

senting 29% of overall volumes in 1936, whereas the largest regulated 
lending states—Illinois, Ohio and Pennsylvania—accounted for just 7% 
of bank credit44, a spatial distribution that emphasizes the eff ect of 
prior 

regulatory dynamics on credit markets. Moreover, in the years following 
the 1929 crisis, commercial banks were targeted for their responsibility 

in the financial meltdown [Huertas and Silverman 1986], and these 

organizations were seeking new sources of legitimacy and revenues. 
Investing in consumer credit was seen as a way of promoting a form of 

“community logic” [Marquis and Lounsbury 2007], where the focus was 
diverted away from profits and speculative investments, and towards 
financial services to “average citizens”. This impetus was reinforced by 
the Modernization Credit Plan of 1934, also known as Title I of the 
National Housing Act, which included, on top of the push for state- 

backed mortgage credit, a second provision devoted to small consumer 

loans of up to $2,000, to be issued by banks45. Such loans grew rapidly 

during the second part of the decade, so much so that, by 1945, banks had 

become the primary providers of consumer credit, surpassing small loan 

lenders [Dauer 1944]. 

As these activities expanded, so did competition with regulated 

lenders. This opposition crystallized in a major controversy regarding 

price disclosure, which culminated in an open battle between 1939 and 

1943. Whereas small loans were regulated by fixed USLL interest 

rates, banks traditionally relied on discount, withdrawing an amount 
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in dollars from the original loan: rather than charging a monthly rate on 

a declining balance, expressed through a percentage, discounting 

implied a deduction of the cost right from the start, with customers 

usually paying $6 on a $100 loan (or a 6% discount). Bankers argued 
that this method more directly expressed the “true” price of credit, as a 
clear amount in dollars was initially charged. In contrast, regulated 
lenders and Progressive reformers criticized this approach as a new 
scheme intended to “deceive” the borrower: arguing that, mathemat- 
ically, the corresponding interest rate on a 6% discount was around 
11.7% for a one-year loan46. More generally, promoting such a pricing 
method was, for bankers, a way to establish a distinct form of consumer 

credit, and this was perceived as a major challenge to the regulatory 

infrastructure strenuously built by Progressive reformers, and imple- 

mented through costly legal battles. As the American Banker Associ- 

ation (ABA) argued in 1940, discount and interest represented two 
distinct “philosophies of lending,” and nothing justified the need for 
banks to comply with the USLL framework47. Commercial banks were 
not trying to supersede the existing state regulations, but to add a 

distinct, federal strand of legal coding, whereby these new loans would 

simply represent an extension of commercial credit to individual con- 

sumers. 

As the indeterminacy raised by the discount method further diff er- 

entiated the credit markets, Progressive reformers and regulated 

lenders pursued their attempts at uniformization, stating that banks 

should rally under the established USLL rules48. However, contrary to 

the opposition between reformers and unregulated lenders, this conflict 

over the right method for pricing credit was no longer waged through 

local campaigns and court battles. In the 1930s, consumer credit had 

become a federal, macroeconomic issue [Bittmann 2019] and, there- 

fore, the fight for market regulation shifted away from the local scale. 

Leaning on the sympathy of New Deal regulators, bankers succeeded 

both in keeping this controversy within the confines of expert admin- 
istrative circles, and imposing a distinct method for coding workers’ 
debt at the federal level. 
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Coding at the Federal Level: The Rate Controversy of 1939-1943 

 

In 1939, faced with the growth in bank consumer credit, Rolf Nugent, 
director of the former DRL, now renamed Consumer Credit Depart- 
ment at the RSF, asked for the intervention of the Federal Reserve Board 
in order to regulate loans made on discount, arguing that the “legal status 

of these transactions” remained “exceedingly hazy”
49

. According to him, 
discount rates were reminiscent of unregulated salary loans: this practice, 
designed to “avoid interest rate restriction” was “not only unauthorized, 
but contrary to public policy as expressed in usury statutes”. His 
claim was backed by recent decisions of the Federal Trade Commission 
(FTC), 

concerning automobile financing [Fleming 2018a]: several car manufac- 

turers were aligning themselves with banking practices, charging a 6% 

discount, and the FTC had forced these creditors to abandon this 

method, which was deemed deceitful. However, in the case of bank loans, 

both the FTC and the Federal Reserve remained silent when solicited by 

the RSF. Progressive reformers had established their expertise over 

credit matters at the state level but, in contrast to banks, they had only 

distant ties with federal regulators. Similarly, dominant actors within the 

small loan field tried to warn banks of the risks associated with pricing 

credit by any other means than a fixed interest rate. Byrd Henderson, 

president of the Household Finance Corporation, advised banks to 

switch to the interest method, based on his personal experience with 
legal struggles: “credit to wage earners is a delicate and explosive thing. 
No one seems to care what a large corporation pays for its borrowed 

money. But let clerks or mechanics pay twice what they think they are 
paying and public opinion rises in disapproval”

50
. Coding workers’ debt 

had raised many sensitive issues, which his company had managed to 
contain through legal cooperation with “public leaders” and “welfare 
organizations”. In his opinion, the discount method would always be 
perceived as dishonest, as the corresponding interest rate would always 
appear higher, a fact that was “true both mathematically and in contem- 
plation of law”. Moreover, behind those apparent calculative conflicts, 
the reluctance of bankers to comply with the USLL stemmed from two 

critical issues. 

First, switching to interest rates would entail organizational costs: as a 
Tennessee banker argued, it would “necessitate a complete change in 
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forms, confusion, inconvenience and unnecessary expense,” such as 
“increased operating costs, additional capital investment in new equip- 
ment and calculators”

51
. This was particularly true since the Title I 

legislation was modelled after banking practices: it authorized discounts 
as a pricing method and included predefined tables to facilitate 
banks’ adoption of the plan. When a personal loan department was 
opened, bank 

directors often used formulas and contracts they had established to 
benefit from this federal program. Additionally, discount rates were 
strongly tied to banks’ commercial credit services: according to the 
president  of  the  Michigan  Bankers  Association,  there  was  “no  great 
diff erence in the credit which may be extended to a salaried man or to a 

business man, as both types of loans are based on the ability to repay a 
certain amount at a specific time. One relies on the future of his business, 
and the other on his future salary”

52
. According to this logic, consumer 

loans were a mere extension of commercial credit, and borrowers should 
be off ered the same conditions as entrepreneurs, in the form of 
discounts 

in dollars. 

The second set of costs were reputational: interest rates were associ- 

ated with a class of regulated lenders allowed to charge rates higher than 

usury laws, which, in the aftermath of the financial crisis, could stigma- 

tize these new banking services. An editorial in American Banker voiced 

the opinion of many members of the profession at the time, stating that 
the interest method seemed “designed to force banks to choose between 
two horns of a resultant dilemma: 1) to become tarred with the stigma 
which is attached to the high money lender 2) to get out and stay out of the 
business of making small personal loans”

53
. Bankers sought to resolve 

this professional conflict by asserting that banking and money-lending 
remain two distinct financial activities. In a paragraph entitled “Shoe- 
maker, stick to your last,” a Wisconsin banker argued that “[b]ankers […] 
have sought a fair lending formula, which best fits in their accustomed 
manner of doing business and […] they studiously avoided telling other 
consumer credit lending agencies how to run their business”

54
. 

The various attempts at criticizing the discount method were not only 

hindered by the loose connections between USLL supporters and federal 

regulators,  but  more  generally  by  the  unwillingness  of  the  federal 
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administration to regulate bank consumer loans. The Federal Housing 

Administration (FHA), through its administrator Stewart McDonald, 

continuously reaffi rmed its intention not to interfere with commercial 

banks so as not to risk their participation in the recovery programs 

[Coppock 1940: 5; Trumbull 2014: 31]. Regulatory opposition could, 

therefore, only come from state legislatures. However, among every 

states which addressed the rate issue during this period, all but one 

legislated in favor of the discount [Chapman 1940: 51-53]. Two main 

reasons explain these unanimous, state level decisions not to legislate 

against this method. First, most banks engaging in consumer credit were 

large and nationally chartered, and state governments remained reluctant 

to constrain these companies: any local regulation applying to both local 

and national banks would be attacked in a federal court as an encroach- 

ment on the separation of powers, whereas any law specifically targeting 

state banks would distort competition to the advantage of national banks. 

Second, the ABA progressively took a united stance in favor of discount 

over interest: when Walter French was appointed director of the newly 

created Consumer Credit Division in 1940, his first matter at hand was 

the rate controversy. In his correspondence with offi cers of the RSF, 
French confessed that he observed a “gradual crystallization of opinion 
among bankers” in favor of discount, which led him to defend this 
method with both federal and state authorities55. 

Thus, the success of banks in legitimizing their organizational choices 
illustrates a form of “legal endogeneity” unfolding at the federal level, 
and which neither regulated lenders nor credit reformers could forestall. 
As a result, in the mid-1940s, the USLL remained the relevant state level 

framework for consumer loans, but bank credit was ruled of a 

diff erent nature, as these organizations were authorized to disclose 

prices with a distinct method. In turn, this evolution further contributed 

to regulatory diff erentiation, introducing a distinction between state 

and federal strands of legal coding. 

 

Socializing Workers’ Debt: Co-Signers and Community Banking 

The pricing method was the main, yet not the only divisive issue between 

credit agencies and commercial banks. The majority of bank loans did not 

rely on traditional collateral, either in the form of wage assignments or 
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chattel mortgages; rather, they required the signature of two additional 
wage-earners, “steadily employed,” furnishing additional security in case 
of default. While asking for endorsers was a typical practice within 
commercial credit at the time, in the case of personal credit, banks relied 

on a patented credit model known as the Morris Plan. This type of 
institution had been created in 1910 by a Virginia banker, Arthur Morris, 
as an alternative to both regulated chattel loans and salary purchases: 
targeting the “propertyless man”

56
, these structures off ered loans 

from 
$10 to $10,000 to wage-earners who could obtain the support of two “co- 
signers”. These Morris Plan banks sought to be recognized as banking 
institutions with no deposit services, and their legitimacy was equally 
challenged from the 1910s onwards by “anti-usury” reformers, although 
to a much lesser degree than “salary buyers”. In 1940, 31 states had 
authorized this system but its network remained limited in scope, with a 

low overall volume of loans [Dauer 1944]. However, because of its 

particular model targeting wage-earners without the stigma of wage 

assignments, the Morris Plan served as a reference for pioneer bankers 
looking to invest in consumer credit: according to Walter French, “the 
success of the Morris Plan banks encouraged others to enter the field”

57
 

and, during the 1930s, many of these organizations were purchased by 

commercial banks, to be transformed into in-house loan departments. 
For commercial banks, importing the “co-signers” system repre- 

sented a way of reinforcing the community logic, at the heart of their 

involvement in consumer credit, all the while avoiding the stigma and 
judicial complications associated with garnishing wages. As an earlier 
promoter of the system wrote to an offi cer at the RSF: “The plan does not 
require a wage assignment from any of the signers, which eliminates a 
certain feeling of embarrassment from the better class of borrowers”

58
. 

Moving away from “poor” workers’ credit hence required a distinct 
contractual device: when additional wage-earners were involved in the 
plan, bankers argued, personal debt became embedded in the borrower’s 
interpersonal network, pledging not his property, but his 
“community”. However romanticized this method could appear, it 
emphasized the way 

commercial banks tried to position themselves within the legal and 

organizational landscape of the time: even if banks were, in fine, relying 
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on their borrowers’ labor income to ensure repayment, they shifted the 
focus away from wages as security, and towards wage-earners as social 
individuals, evolving within a community of indebted workers. 

Whereas the fight against “financial enslavement” had frequently 
denounced the dispossession of workers who pledged their wages to 
lenders, this method was intended to shield banks for remnant Progres- 
sive controversies. This diff erentation was particularly visible in the way 
an Iowa banker defended the direct withdrawal of wages from workers’ 
paychecks as an expeditious convenience. In 1940, the director of a bank 
based in Des Moines established partnerships between his organization 
and several local employers: when a worker applied for a loan, bank 
employees would get in touch with the employer’s accountant, so that 
repayments could be directly withdrawn from the worker’s pending 
wages59. Each “employee-borrower,” as the director put it, was 
off ered a savings account to which his revenue was transferred on 
payday, and 

from which the bank would collect payments. The banker defended the 

effi ciency and simplicity of the plan, with no harassment involved of 

either party: because the savings account remained active even after the 

loan had been paid in full, he argued that many borrowers would 
“become savers instead”. This collection method, although similar to 
that which had triggered legal battles up until the 1930s, did not raise any 
controversy, demonstrating that the propensity of regulatory indetermi- 

nacies to remain within expert or professional networks, or turn into an 

open conflict, depends on the screening capacity of market actors. 

 
 

Summary of Results and Conclusion 

 
Our main results concern the eff ects of regulatory diff erentiation on 

market structure, summarized in Figure 1. We identified three distinct 
periods of interpretive conflicts regarding salary loans and followed their 
impact on the coding of workers’ wages, through three outcomes: legal 
status, pricing metrics and collateralization. During the first two decades 
of the 20th century, fees were at the heart of unregulated lenders’ credit 
model: contractual schemes were intended to facilitate frequent renewals 
and wage garnishments within lower courts, all the while circumventing 
traditional usury laws. Regulatory eff orts were initially carried by 
local 
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FIgURE  I 

Regulatory diff erentiation on the market for unsecured loans, 1900–1945 

 

Key: Dashed arrows designate policy eff orts, whereas solid arrows indicate an 

organizational change. This graph does not account for across-state diff erentiation, 

and should be read jointly with Table I. 

USLL stands for Uniform Small Loan Laws. 

 

 

groups of Progressive reformers, both waging legal battles and organiz- 

ing reform campaigns within state legislatures. These endeavors led 

states on diverging regulatory paths, depending on the success of legis- 
lative eff orts—in the form of a uniform credit law—and local 
judicial battles, and incidentally to a first major split in the market, 
between compliant chattel lenders and non-compliant “salary buyers” 
(see Table I). Then, through the promotion of a fixed interest rate, 
Progres- 

sive reformers sought to homogenize credit markets and limit the capac- 

ity of unregulated credit agencies to evade the new laws. In their major 

fight against Georgia lenders during the 1920s, reformers benefited from 

the support of regulated credit companies, an alliance which resulted in 

favourable court decisions, but simultaneously expanded a credit model 

built not on wages, but on personal property. 
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Finally, the use of discount rates by banks aimed at establishing a 
separate banking jurisdiction over unsecured lending, and the adoption 
of a co-signer model was intended to shift the focus away from the 
controversial coding of workers’ wages. Commercial banks were success- 
ful in superimposing a distinct consumer credit regulation at the federal 

level, thanks to their strong professional unity (at least for national banks) 
and the support of the New Deal administration. In contrast, despite 
their expertise over credit matters, the low “structural embeddedness” of 

Progressive  reformers  within  federal  “interpretive  communities” 
resulted in an unsuccessful attempt at raising a discussion over discount 

rates [Thiemann and Lepoutre 2017], a failure which led to a second 

market divide, between banks and regulated lenders. This coexistence of 

two distinct legal regimes, along with state level diff erences and the 

persistence of unregulated salary lenders, continued until the passage 

of the Truth in Lending Act of 1968, which represented the first attempt 

to impose a single metric on all consumer credit providers, in the form of 

annual percentage rates [Fleming 2018a]. While the imposition of a 

universal instrument represented a new step towards the construction 

of a national credit market, the idea that political intervention should 

prioritize the supervision of the pricing method, through a strict legal 

framework, directly followed the conflicts that unfolded during the first 

half of the century. Moreover, this evolution did not resolve the existing 

diff erentiation between market tiers, which endured and continues to 

stratify unsecured consumer finance until today. 

Through this paper, we hoped to provide a crossing point between 

critical financial studies, which have underlined the central role of cap- 

italization devices in techno-scientific capitalism [Muniesa et al. 2017; 

Birch and Muniesa 2020], and a legal theory of capital modulation [Black 

2013; Pistor 2019]. Far from abstract ordinal metrics designed to classify 

risk, such as postulated by microeconomic theory, prices and their 

supporting formulas represent central regulatory devices governing 

financial practices. More precisely, in the market for unsecured loans, 

discussions about the meaning of compliance revolved around calculative 
technologies, which, in turn, provided the infrastructure for coding 
workers’ wages in distinct fashions. Building on existing literature which 
has identified two major mechanisms driving regulatory compliance, 
namely “legal endogeneity” and “interpretive communities” 
[Edelman et al. 2011; Thiemann and Lepoutre 2017], we showed how 
these played out in the context of consumer credit regulation. The 
longitudinal 

approach to power struggles and alliances between reformers and lenders 
shed light on two competing historical dynamics—diff erentiation 
and 
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uniformization—which help us understand the two main divides in the 
market for unsecured loans: between unregulated salary lenders and 
regulated small loan brokers, as well as between banks and non-bank 

credit companies. As Aspers, Bengtsson and Dobeson [2020: 425] 
recently put it, “regulation is a form of fashioning of markets”: In 
expanding the analysis of compliance to address more classical issues in 

economic sociology, such as market structure and field-level organiza- 

tional dynamics, this article thus invites further research to explore the 

complex interplay of legal, political and relational factors in shaping the 

historical evolution of financial markets. 
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APPENDIX 

 
 

Lending was far from a new phenomenon for American workers, yet the 

growing urbanization and industrialization of the late 19th and early 20th 

century modified the ecology of consumer credit: typical creditors dating back 

to the Colonial era included pawnshops, small peddlers or retail merchants, and 

these coexisted with more contemporary forms, such as instalment buying, 

off ered by a variety of small and large companies, and department store 

credit. Unsecured loans stood at a comparative advantage with all of the former, 

in that it required neither the physical dispossession of personal property, such 

as in the case of pawnshops (chattel lenders did not require that pledged goods 

should be kept in their offi ces), nor did it jeopardize personal or community 

ties, as was often the case with local merchants or peddlers. 

Five major credit providers off ered various types of wage-based loans 
until 1945: regulated small loan lenders and unregulated salary buyers—the 
main focus of our study—and, after 1930, commercial banks, as well as credit 
unions and Morris Plan banks. The two last types of companies were less 
dominant, in 

terms of loan volumes, and we decided to exclude them from our study (despite 

occasional references) because of their specific organizational models. Credit 

unions were very diverse, from local trade cooperatives to large lenders, such as 

the Provident Loan Society, to more organized nationwide bodies, such as the 

National Federal of Remedial Loan Associations, promoted by the DRL: limited 

in both scope and funds, they off ered minimal rates but little flexibility to 

debtors, and were highly dependent on the availability of local philanthropic 

capital [see 

Fleming 2018b: 31-36]. Patented Morris Plan banks also drew upon the coop- 
erative model––which according to its founder, Arthur Morris, inspired the co-
signer model––but were entirely for-profit. These companies strove,  with little 
success except in two states (Ohio and Iowa), to be recognized as a new 

form of banking, and never sought to compete with other small loan lenders: they 

targeted primarily white collar or middle-class borrowers and off ered, on 

average, much higher loans, of around $250 to $300. By comparison, salary 

lenders issued loans ranging mostly from 25 cents to $50, and regulated small 

loans were rarely above $100 [Robinson and Stearns 1930]. At their peak, in 

1940, there were only 94 Morris Plan banks in the country, most of them being 

gradually acquired by national banks. 
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Résumé 

Dans cet article, nous montrons comment les 
batailles interprétatives relatives à la confor- 
mité (compliance) peuvent conduire à une dif- 
férentiation réglementaire et, par suite, à une 
segmentation du marché. Pour ce faire, nous 
étudions l’évolution des prêts personnels aux 
États-Unis, entre 1900 et 1945. Au début du 
XXe siècle, une fraction croissante de travail- 
leurs s’appuient sur leur salaire pour accéder 
au crédit : cela nécessite le « codage légal » des 
revenus du travail en capital, un processus 
permis par l’intermédiation de prêteurs qui 
off rent des avances en échange d’un droit 
de saisie. La réglementation de ces 
transactions 
soulève de nombreux conflits, à cheval sur 
cinq décennies, entre diff érents réformateurs 
progressistes, les prêteurs et, après 1929, les 
régulateurs   fédéraux.   L’analyse   historique 
comparative de trois Etats – l’Illinois, New 
York et la Géorgie – montre que les discus- 
sions locales ont porté sur trois dimensions – le 
statut juridique et le prix de ces crédits, ainsi 
que le collatéral fourni – dont l’issue a conduit 
ceux-ci sur des trajectoires juridique et march- 
ande divergentes. Enfin, les politiques du New 
Deal créent une strate supplémentaire de 
codage au niveau fédéral, accentuant les divi- 
sions du marché entre prêteurs sur salaire non 
réglementés, agences de crédit non-bancaires 
et banques commerciales. Sur les marchés 
financiers, les débats autour de la conformité 
concernent souvent les technologies de calcul, 
et nous suggérons cela comme un point de 
rencontre entre les analyses de sociologie des 
sciences, portant sur le processus de capitali- 
sation, et celles proposées par Katharina Pis- 
tor, autour de la notion de codage juridique. 

 

Mots-clés : Régulation ; Crédit à la consomma- 

tion ; Capitalisation ; Sociologie économique ; 

Histoire des États-Unis. 

Zusammenfassung 

In diesem Artikel zeigen wir, wie Interpreta- 
tionskämpfe um die Einhaltung von Vors- 
chriften zu einer regulatorischen 
Diff erenzierung und damit zu einer Marktseg- 
mentierung führen können. Dazu untersu- 
chen wir die Entwicklung der unbesicherten 
Kreditvergabe in den Vereinigten Staaten in 
den Jahren zwischen 1900 und 1945. Im frü- 
hen 20. Jahrhundert war ein Großteil der 
Arbeiterschaft auf Löhne angewiesen, um 
Zugang zu Krediten zu erhalten: Dies erfor- 
derte die „legale Kodierung“ von 
Arbeitsein- kommen in Kapital, bei der 
Kreditgeber Vorschüsse im Austausch für 
ein Pfandrecht auf zukünftige Einnahmen 
anboten. Die Reg- 

ulierung dieser Transaktionen führte zu Kon- 
flikten zwischen fortschrittlichen Reformern, 
Kreditgebern und, nach 1929, den Bunde- 
saufsichtsbehörden, die mehr als fünf Jahr- 
zehnte     andauerten.     Ein     historischer 
Vergleich dreier Bundesstaaten – Illinois, 
New York und Georgia - zeigt, dass sich die 
lokalen Diskussionen um drei Ergebnisse 
drehten - rechtlicher Status, Preisbildungs- 
methode und Sicherheiten –, die zu 
unterschiedlichen  Regulierungswegen  und 
Marktkonfigurationen auf bundesstaatlicher 
Ebene führten. Schließlich schuf die Politik 
des New Deal eine zusätzliche Ebene staatli- 
cher Kodierung, die die Marktaufteilung 
zwischen unregulierten Zahltagskreditge- 
bern, Nicht-Bank-Kreditunternehmen und 
Geschäftsbanken vertiefte. Auf den Finanz- 
märkten drehen sich die Diskussionen über 
Compliance oft um Computertechnologien, 
und wir schlagen vor, dass dies eine mögliche 
Schnittstelle zwischen den Analysen der 
Wissenschafts- und Technologiestudien zu 
Kapitalisierungsschemata und Katharina Pis- 

tor‘s Theorie der Kapitalmodulation darstellt. 

Schlüsselwörter: Regulierung; Konsumkredit; 

Kapitalisierung; Wirtschaftssoziologie; 

Geschichte der Vereinigten Staaten. 
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