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Abstract

Usury has been predominantly studied as an economic or legal phenomenon and only re-
cently has gotten into the spotlight of sociological research. This article aims to contribute
to the current literature by operationalising usury vulnerability and analysing household
factors impacting it, using the European Union Statistics on Income and Living Condi-
tions (EU-SILC) data for Italy. To construct usury vulnerability, we examined variables
measuring a household’s financial and material well-being. As to factors impacting the
phenomenon, we included those reflecting a socio-demographic position of a household
(household composition and territorial position within the country, age, sex, education, and
employment status of the top earner). The estimation results indicate that all micro-level
factors matter in terms of usury vulnerability. Therefore, by identifying the most vulner-
able social groups, the model might help develop relevant policy interventions to fight the
spread of usury, especially in times of economic decline.

Keywords EU-SILC - Italy - Measurement development - Negative binomial
regression - Usury vulnerability

1 Introduction

The scientific literature shows that usury is a phenomenon particularly related to the general
economic conditions of a specific context (Gosztonyi and Havran 2021; Saunders 2021).
This means that as the financial situation worsens, that is, as the economic and financial dif-
ficulties of families and businesses increase, usury crimes grow. For example, in Italy, on the
background of the European debt crisis, according to institutional estimations, usury profits
increased 2.5 times from €18 billion in 2012 to €45 billion in 2015 (Barone 2018). Fur-
thermore, the economic crisis provoked new forms of usury in the country — “daily usury”,
which implies borrowing money in the morning and returning it at the interest rate in the
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evening. This type of usury attracted small and medium companies along with people com-
ing from the working class, clerical workers and professionals (Lavorgna and Sergi 2014).

Although scarce, the previous sociological research on usury indicates that besides the
economic conditions, a variety of micro-level factors impact the risk of usury exposure.
They comprise individual or household characteristics that might lead to over-indebtedness
and increased usury vulnerability (Charron-Chénier 2018; Distelberg et al. 2009; Rowling-
son et al. 2016; Saunders 2021; Wilson 2002). However, the current body of literature shows
a lack of consensus on the operationalisation of usury vulnerability and possible factors
impacting it, as most studies focus on the victims of the crime rather than households at risk
of usury exposure. Furthermore, the studies usually employ qualitative methodology, which
might be due to a lack of a clear and agreed-upon conceptualisation and operationalisation
of usury vulnerability, impeding quantitative research.

The current article has two aims. Its first objective is to develop a methodology for con-
structing the usury vulnerability index, measured at the household level, thus advancing the
operationalisation of usury vulnerability developed by El-Meouch et al. (2020) and estab-
lishing a further discussion on the phenomenon’s operationalisation. On the other hand, it
is set out with an aim to explore socio-demographic factors leading to an increased risk of
turning to illegal lending. This is relevant for identifying vulnerable groups that might turn
to illicit debtors, especially during economic decline and recession, as demonstrated by
previous research, and, consequently, formulating relevant social policies and interventions
for preventing the problem.

We used the data from the 2008 wave of the European Union Statistics on Income and
Living Conditions (EU-SILC) for Italy to achieve our goals. The selected data offers several
advantages for the research. Firstly, EU-SILC data include various variables measuring a
household’s financial and material well-being along with its socioeconomic position. Sec-
ondly, the 2008 wave of the survey contains an additional module on over-indebtedness and
financial exclusion — the factors connected to usury vulnerability. Therefore, the data makes
it possible to model usury vulnerability and identify the most vulnerable social groups to
turn to informal lending.

The paper is structured in the following way. The first section discusses the analytical
approaches to studying usury across various disciplines and contextualises the phenomenon
in Italy. It is followed by the presentation of the research methodology, which explains the
operationalisation of usury vulnerability, the variables included in the data analysis, and
the construction of the UVI. Next, the main results of the regression analysis are presented.
Finally, the paper discusses the main findings and their applied relevance.

2 Multidisciplinary approaches to studying usury

Research shows that studying usury means dealing with an “invisible crime” (di Gennaro
and Marselli 2013). Although economic and legal definitions exist, the usury phenomenon
remains under-explored, challenging to interpret, and often underestimated regarding its
socio-economic impact. Besides the definitions and the statistical data, the mechanisms that
regulate the illegal credit market, the types of relationship between a moneylender and a
borrower, and the contextual characteristics that lead an individual to illegal credit seem
to be the fundamental aspects for understanding the phenomenon of usury in its entirety.
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When taken together, these elements can help clarify the discrepancy between the number
of registered cases and the perceived high risk of the growing spread of the phenomenon.

2.1 Usury as a legal phenomenon in Italy

Notwithstanding the excellent results obtained in the fight against this crime in the Italian
context due to Law 108/1996, usury remains a complex issue, the exploration of which
requires the application of multiple indicators and the use of numerous study methodolo-
gies. While today it is possible to identify what is usury and what is not, collusive and often
hidden exchange systems among the individuals involved in the phenomenon prevent the
visibility of most usurious situations to the legal system. Such submersion has two main
consequences: on the one hand, it limits the possibility of the complete legal response; on
the other hand, it prevents a practical interpretation of the causes, modalities, and mecha-
nisms that govern the usurious relationship itself.

Legally, usury is ascribable to financial crimes and exists in relation to over-indebtedness
(Ellison et al. 2006; Glaeser and Scheinkman 1998). In the Italian legal system, over-indebt-
edness is the persistent imbalance between the obligations assumed and the liquid assets
to meet them (D’Alessio and Iezzi 2013). This imbalance is manifested in a definitive or
temporary difficulty in fulfilling one’s obligations.

Whether it is an individual or a legal entity, over-indebtedness is a condition leading
toward a claim for credit from a third party. The credit may be formal, that is, regulated by a
business-type contract, or informal, that is, not regulated by a contract. A loan not governed
by a contract does not necessarily constitute illegal credit. However, credit becomes illegal
in two cases:

a) when there is the co-presence of informality and the application of a rate: in this case,
the absence of a contract does not allow the general taxation to know about the loan and
thus to tax its income;

b) when the applied rate exceeds the legal threshold or the principle of equity.

Therefore, it is not the nature of the lender that determines the legality of the loan but rather
the fairness of the rate and, where there is the application of a rate, the presence of a contract.
For both households and businesses, credit, which involves the payment of interest that does
not comply with current regulations, is defined as usurious credit. Law 108/1996 defines
the limit above which one faces usurious repayment rates in Italy. Specifically, the usuri-
ous rate is that rate which exceeds the average rate charged increased by %4 + 4% points. In
this framework, the Ministry of Economy and Finance issues quarterly the Effective Global
Rates, which indicate the applied average rates. In this context, the Italian Law 108/1996
can be defined as a blank rule: it does not make explicit a single threshold rate but refers to
a contextual parameter, that is, specific to the moment in which the creditor is operating.

2.2 Usury as an economic phenomenon
The economic literature has focused on the incidence of usury by situating the phenomenon

within the financial system. Within the illegal economy and considering the law of sup-
ply/demand, the phenomenon of usury, i.e., credit characterised by repayment rates that
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do not comply with current regulations, is regarded as a parallel credit market (Razzante
2009). Just like the official market, the parallel market is created when the demand for
and the supply of financial availability intersect. Unlike the official market, however, loans
provide for non-conforming rates and the absence of a contract in the parallel market. In
addition to quantifying the usurious rate, the economic literature has focused on analysing
the usurious rate in terms of its efficiency from the perspective of the distribution of credit
in a given area. For example, Goisis and Parravicini (1999) analyse how, in a legal credit
market characterised by information asymmetries, legal credit is granted by virtue of prior
behaviour and not based on estimated future solvency. This can lead individuals in need of
liquidity to turn to informal or illegal circuits. In this sense, the literature hypothesises how
usurious credit may represent a buffer against the problem of restricted access to bank credit
due to specific information asymmetries (Crosato and Dalla Pellegrina 2019; Kowalski and
Watgga 2022). Usury, therefore, could perform a service for households and businesses that
lack access to bank credit, leading the researchers to assert a lack of a linear link between
usury and welfare loss for the community (El-Meouch et al. 2020; Lewison 1999; Spotton
Visano 2018).

In addition to the issues of the supply/demand mechanisms and the analysis of the ser-
vices embedded in the rate, the economics-based scientific literature has been concerned
with empirically assessing the spread of the phenomenon on the Italian territory, first and
foremost interpreting usury as unmet credit needs (Polin 2009). One of the techniques
employed for this type of estimation is data on households denied access to credit or micro-
credit. Disqualified from the formal credit market, these households have to turn to the
informal credit market, with the risk of being involved — more or less consciously — in illegal
or usurious circuits.

Along with demand analysis, economic models have focused on calculating usury risk.
The calculation of usury risk, also known as the usury risk quotient, is an operation based
on a series of territorially based indicators, the interplay of which produces a risk factor
for each investigated territory (Sapienza 2013). The indicators are chosen based on empiri-
cal evidence concerning the social and economic characteristics of the territories where
the phenomenon is most recorded. Within this framework, some authors (Dalla Pellegrina
et al. 2004), based on environmental, economic, and financial vulnerability factors, have
developed an index of usury risk for all Italian provinces, highlighting the greater spread
of the phenomenon in southern Italy. Similarly, regarding similar vulnerability factors such
as social, financial, economic, and criminological indicators, a provincial usury risk frame-
work is proposed by Fiasco (2013), confirming the prominence of the phenomenon in the
south.

Econometric analysis is another economic tool for assessing usury risk in a given area. In
this case, it is not the analysis of indices that produces a risk quotient but rather the detection
of the characteristics of the territories that have information regarding the factors that lead to
an increase in usury risk. In this sense, Dalla Pellegrina et al. (2004) show a statistically sig-
nificant positive relationship between provincial employment rate, mafia crimes, and usury.
At the same time, there is a negative relationship between the number of bank branches, the
number of subsidised loans and usury.

In recent times, economic analysis of the usury phenomenon has focused on two aspects:
on the one hand, understanding what actions are most effective to contain and contrast
the phenomenon, and on the other hand, understanding new forms of usury, particularly
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those related to online transactions. Regarding the first aspect, Crosato and Dalla Pellegrina
(2011) find that both the streamlining of bankruptcy procedures for businesses and the tight-
ening of sanctions have positive effects on the attempt to curb illegal economic operations
concerning the phenomenon of usury. The authors point out that the likelihood of usury is
not neutral for a country’s growth path: with uneven growth at the territorial level, the like-
lihood of usury cases increases as inequality increases. As Goisis and Parravicini (1999, p.
4) point out, the interest rate does not exhaust the objectives of the usurer, who would often
aim not only at a relevant remuneration for his loan but also at capturing the victims’ wealth.
From the economic point of view, the phenomenon of usury would fit into a system of other
crimes perpetrated in most cases by criminal organisations, within which usury is operated
for the purpose not of immediate gain but of money laundering. Once again, the charged rate
thus proves not entirely effective as an abstract element for identifying and understanding
the usury phenomenon and its contemporary developments.

2.3 Usury as a sociological phenomenon

Recently, the usury phenomenon started to be studied from a sociological perspective,
focusing on household or individual factors leading to informal lending. Studies show that
the victims of usury are more frequently women, young adults, low-income, unemployed,
having a lower level of education, dependent on the welfare state, and lacking financial
advice (Barth et al. 2015; Charron-Chénier 2018; Distelberg et al. 2009; El-Meouch et al.
2020; Payne et al. 2020; Rowlingson et al. 2016; Saunders 2021; Wilson 2002). Some stud-
ies also show that although lower-income people are frequent victims of usury lending, the
share of mid-range-income people is also significant among the borrowers (Distelberg et al.
2009; Saunders 2021). Furthermore, some research shows that the inability to cover regular
living costs (household bills, car repairs, health expenses, etc.) is among the main reasons
for informal borrowing for middle-income groups (El-Meouch et al. 2020; Rowlingson et
al. 2016; Saunders 2021).

In Italy, there are also some attempts to consider the phenomenon of usury sociologically,
mainly employing a qualitative methodology. Marinaro (2017) shows two usury distinctions
in Italy in her research. Firstly, it is highly connected with organised crime, especially in
the country’s south. Secondly, small business owners are the main clients of usury, while
individuals turn to illegal borrowing less frequently. Basa et al. (2012) investigate the phe-
nomenon of usury among immigrants, more specifically those from the Philippines. Authors
demonstrate that immigrants can have a higher level of usury vulnerability, especially if
they do not have a reliable network that can provide some financial aid, experience a pro-
longed over-indebtedness, or have a sudden considerable expense.

The combination of economic aspects (such as the comprehension of the credit market
and the role of interest rates), sociological elements (such as the condition of victims, the
characteristics of the usury agreement, relational factors in the moneylender/user relation-
ship, and usury strategies) and psychological aspects (such as risk perception) can lead to
unified considerations regarding the phenomenon of usury. Macroeconomic quantification
data do not appear sufficient to clarify the expansion of usury. Instead, usury takes on a more
concrete character once interpreted with a consideration of the existing continuity between
the legal and illegal markets in relation to social vulnerability (Spina and Stefanizzi 2007).
In this sense, usury does not find justification merely in the interest rate that moneylenders
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apply but is analysed as a contextual aspect of a panorama of socio-economic relations, within
which the role of vulnerability plays a decisive role. Regarding the issue of the social vulner-
ability of usury victims, Dal Lago and Quadrelli (2003) point out that the weakness of victims
can be analysed from two perspectives: on the one hand, the greater vulnerability of some
social actors to conditions of economic crisis (mainly migrants); on the other hand, the evolu-
tions of the labour market. Indeed, if we consider the permanent contract as one of the main
guarantees in a credit context, the decline of this type of contract makes access to the legal
credit market increasingly easy.

Thus, two tensions characterise the usury phenomenon and may determine its evolution
over time (Giuffrida and Ciatti 2020). On the one hand, usury has become a social threat, a
hierarchical, association-type phenomenon, in most cases connected to mafia crime. In this
sense, the power of the illegal credit supply will be able to increase due to the establishment
of complex and rooted systems that are already familiar with cooperation with the legal sys-
tem. On the other hand, the economic crises have accentuated over-indebtedness in general
and subsistence over-indebtedness in particular (the keystone of usury) for both households
and entrepreneurs. The increase in the strength of networks capable of offering illegal credit,
together with the need for individuals to access illegal credit to meet their basic finan-
cial needs, characterise the analysis of the contemporary usury phenomenon, highlighting
how monitoring and contrasting actions must take on increasingly sophisticated forms and
modalities. A continuous and broad understanding of the determinants of the phenomenon,
together with the adaptation of monitoring and contrasting tools, thus seems to be the fun-
damental ways, if not to counter — given the chronic nature of the phenomenon — but at least
to understand the phenomenon in the light of its real characteristics and design limitation
tools following them.

The current paper considers the progressive impoverishment of households and the
resulting indebtedness, which makes the danger of ending up in usurious networks concrete
when it assumes unsustainable dimensions. Special attention is paid to the regional differ-
ences as the previous studies confirm a greater risk of usury in southern Italy’s regions and
provinces (Dalla Pellegrina et al. 2004; Fiasco 2013). Surveying the characteristics of Ital-
ian regions, in addition to providing similarities and differences concerning the effects of
past economic crises, offers important indications in this regard.

3 Constructing the usury vulnerability index
3.1 Data

Just a few empirical studies try to analyse quantitatively usury vulnerability or risk of usury
exposure as a social phenomenon (Charron-Chénier 2018; Ellison et al. 2006; EI-Meouch et
al. 2020; Saunders 2021). Therefore, this paper uses quantitative analysis to, firstly, attempt
to operationalise usury vulnerability to construct the UVI and, secondly, to gain insights into
socio-demographic factors that might increase or decrease usury vulnerability, presented in
the next section. We use the EU-SILC 2008 cross-sectional User Database for our research
as this wave offers rich information on over-indebtedness and financial exclusion. In our
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analysis, we focus on the case of Italy and the regional' differences within the country since
the previous studies highlight the regional variation in the diffusion of the phenomenon
across the country. The sample used for the analysis contains information on 20 928 Italian
households, which allows for the comparison of regional groups.

3.2 Usury vulnerability index

Our study aims to construct the UVI; however, there is no commonly agreed indicator for
measuring the potential household exposure to informal financial services. Furthermore,
just a few studies attempt to estimate quantitatively a share of those vulnerable to usury. For
example, El-Meouch et al. (2020) propose to operationalise usury vulnerability through the
following indicators: (1) household’s inability to face unexpected financial expenses, (2)
household being in arrears on various types of payment, (3) household being in difficulty
making ends meet, (4) low subjective income, (5) material deprivation of a household, and
(6) an absence of a bank account among the members of a household. These indicators cor-
respond with other studies, focusing on the victims of usury and loan sharking, showing that
poor economic conditions and the high financial burden of regular living costs are among
the main factors pushing people into illegal borrowing (Rowlingson et al. 2016; Saunders
2021). Access to banking services also influences whether a person turns to usury (Cro-
sato and Dalla Pellegrina 2019; Kowalski and Watega 2022). However, El-Meouch and the
coauthors (2020) applied equal weights to the abovementioned indicators, which may lead
to under- or over-loading of some factors.

The current study is also based on the methodological approach towards constructing
a social vulnerability index, specifically an indicator-based approach (Yoon 2012). This
approach offers a methodological advantage since it suggests measuring a complex multi-
dimensional phenomenon (social vulnerability) through a set of independent variables by
applying principal component analysis (Cutter et al. 2003; Yoon 2012).

Therefore, developing the operationalisation proposed by El-Meouch et al. (2020) and
based on the literature on the construction of a social vulnerability index, the current study
undertakes the following steps to construct the UVTI:

1. selecting indicators;

2. standardising the indicators by converting the values to z-scores since the variables are
measured at different scales;

3. detecting multicollinearity among the indicators;
performing factor analysis of the selected indicators to calculate the weight of each
indicator;

5. calculating the usury vulnerability index.

Based on the empirical evidence discussed earlier and developing El-Meouch et al. (2020)
approach, the following variables are used for constructing UVI:

! For comparison, regions are united into larger geographical groups: north-west (Liguria, Lombardy, Pied-
mont, Valle d’Aosta), north-east (Emilia-Romagna, Friuli-Venezia-Giulia, Trentino-Alto Adige/Siidtirol,
Veneto), centre (Lazio, Marche, Tuscany, Umbria), south (Abruzzo, Basilicata, Calabria, Campania, Molise,
Puglia), and islands (Sardinia, Sicily).
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® Household’s financial capacity: the indicator is the sum of a household’s incapacity to
afford a one-week annual holiday away from home, incapacity to afford a meal with
meat, chicken, fish (or vegetarian equivalent) every second day, and incapacity to face
unexpected financial expenses. Therefore, the indicator takes a value from 0 to 3, where
0 is the most financially capable household, and 3 is the most incapable.

® Household in arrears: the indicator is the sum of a household in arrears on mortgage/
rent, utility bills, hire purchase instalments payments and other non-housing bills. The
indicator takes a value from 0 to 4, with 0 not being in arrears and 4 being in arrears
the most.

® Household making ends meet: the indicator takes a value from 1 to 6, where 1 means
that a household can make ends meet very easily and 6 — with great difficulty.

e Household’s housing conditions: the indicator is a sum of not having a toilet, not having
a bath/shower in the dwelling, not being able to keep the house warm, and being over-
crowded. The indicator takes a value from 0 to 4, where 0 indicates a household not in
poor housing conditions and 4 — the poorest housing conditions.

® Household’s financial burden of total housing costs: the indicators take a value from 1
to 3, where 1 means that total housing costs are not a burden at all and 3 — they are a
heavy burden.

e Household’s access to baking services: the indicator is a sum of not having a current
bank account and not having credit cards. Therefore, the indicator takes a value from 0
to 2, where 0 means that a household has access to bank services and 2 — a household
does not have any access.

Table 1 presents the frequency distributions of the constructed variables.

The variables are moderately correlated, as shown in Table 2. Applying the >0.8 rule of
thumb (Midi et al. 2010), it is possible to conclude that there is no high multicollinearity. It
allows for using the variables in principal component analysis.

Prior to conducting factor analysis, the Kaiser-Meyer-Olkin (KMO) measure of sam-
pling adequacy and Barlett’s Tests of Sphericity were performed. The KMO is 0.757, which
means that applying>0.7 rule of thumb (Sharma 1995), the data are appropriate for factor
analysis. Bartlett’s test statistic is highly significant (» <0.000), showing that the data are
suitable for factor analysis.

Varimax rotation was applied to minimise the complexity of the factors by maximising
the variance of loadings on each factor. The high extracted communalities (>0.5), as shown
in Table 3, indicate that the extracted factors represent the selected variables well.

Since the aim of factor analysis in this paper is not dimension reduction but the calcula-
tion of weights of factors measuring usury vulnerability, the extraction of factors did not
rely only on eigenvalues and the scree plot, but also the percentage of variance explained
was considered. Thus, the extraction of only one factor, as suggested by eigenvalues (see
Table 4), would mean that only 43% of the variance is explained, which is lower than the
generally acceptable threshold of 60% (Hair et al. 2014). Given that factors 2, 3, and 4 have
close values of the percentage of variance explained (15.4%, 14.8%, and 12.6%, respec-
tively), it was decided to extract four factors. Therefore, the extracted four common factors
explain 86% of the variance of usury vulnerability.
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Table 1 Frequencies. (w_eighted Valid per cent

frequencies) fqr Fhe indicators of Household’s financial capacity

usury vulnerability, 2008, Italy
0 (the most capable) 52.1%
1 21.6%
2 20.5%
3 (the most incapable) 5.8%
Household in arrears
0 (not in arrears) 84.5%
1 11.3%
2 3.2%
3 0.7%
4 (in most arrears) 0.1%
Household making ends meet
1 (easily) 0.6%
2 4.6%
3 18%
4 38.6%
5 20.4%
6 (with great difficulty) 17.7%
Household’s housing conditions
0 (not poor) 74.3%
1 22.5%
2 3.1%
3 0.1%
4 (very poor) 0%
Household’s financial burden of total housing costs
1 (not burden at all) 1.4%
2 41.6%
3 (a heavy burden) 57%
Household’s access to banking services
0 (with access) 30.5%
1 47.7%
2 (no access) 21.8%

Table 2 Correlations of variables used for constructing UVI.

Financial Inarrears Making Housing Financial ~ Access to
capacity ends meet conditions burden banking
services

Financial capacity --

In arrears 0.305%* --

Making ends meet 0.622%* 0.277* --

Housing conditions 0.394%** 0.296%* 0.317%* --

Financial burden 0.378** 0.179%* 0.53%* 0.186** -

Access to banking 0.383** 0.089** 0.316%* 0.182%** 0.139%** -

services

** Correlation is significant at the 0.01 level (2-tailed)
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Table 3 Extracted communalities

Initial Extrac-
of variables used for construct- tion
ing UVL Financial capacity 1 0.699
In arrears 1 0.985
Making ends meet 1 0.758
Housing conditions 1 0.964
Financial burden 1 0.832
Access to banking services 1 0.924
Table 4 Total variance explained
Component  Initial Eigenvalues Rotation Sums of Squared Loadings
Total % of Variance Cumulative % Total % of Variance Cumulative
%
1 2,596 43,268 43,268 1,747 29,117 29,117
2 0,924 15,401 58,669 1,219 20,317 49,434
3 0,886 14,763 73,432 1,137 18,958 68,392
4 0,756 12,605 86,037 1,059 17,645 86,037
5 0,498 8,292 94,329
6 0,340 5,671 100,000
Tablg 5 Rotated component Component
matrix 1 B 3 4
. o Financial capacity 0,539 0,455 0,378 0,245
Eii;;ﬁ;i&;ﬁiifrmmpal In arrears 0,126 0,034 0095 0,980
Rotation Method: Varimax with Making ends meet 0,767 0,302 0,217 0,177
Kaiser Normalization Housing conditions 0,126 0,070 0,967 0,086
Rotation converged in 5 Financial burdgn ‘ 0,910 -0,048 0,010 0,022
iterations Access to banking services 0,092 0,955 0,052 0,007

The extracted factors are (1) household financial abilities, (2) access to banking services,
(3) household housing conditions, and (4) being in arrears (Table 5). The extracted factors
account for 29%, 20%, 19%, and 18% of the total explained variance.

There is no agreed methodology for assigning weights in constructing indices as authors
suggest various approaches: equal weights (Cutter et al. 2003), Pareto ranking (Rygel et al.
2006), and weighting according to the contribution to the total variance explained (Wood
et al. 2010). The UVI is constructed by weighing each factor score with its percentage of
variance explained divided by the total variance explained by all extracted common factors.
Therefore, the factor with a higher explained variance contributes more to the usury vulner-
ability score.

Based on this approach, the index calculation formula is the following:

UVI = 0.336 * financial abilities + 0.236 *access to banking services + 0.22 smaterial deprivation

+0.205 * being in arrears

The analysis shows that the UVI scores range from 2.07 (highly vulnerable) to -1.11 (least
vulnerable). The previous studies provide empirical evidence that Italy has regional differ-
ences in financial well-being and socio-demographic conditions as well as the level of the
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Table 6 Descriptive statistics (Weighted frequencies) for dependent and independent variables, 2008, Italy
Italy  North-west North-east Centre South Islands

usury vulnerability index

mean 0.033  -0.092 -0.108 -0.009 0.252  0.262
household type

one person household 29.3% 32.7% 29.9% 28.8% 25.3% 28.0%
2 adults, both under 65 y.o., no dependent 11.0% 13.1% 13.0% 11.5% 74% 82%
children

2 adults, at least one over 65 y.o., no depen- 14.3% 14.1% 15.1% 152% 13.1% 14.0%
dent children

other households without dependent 13.1% 11.6% 13.1% 13.7% 14.1% 13.8%
children

single-parent household, > 1 dependent 2.7%  3.0% 2.9% 2.7% 2.4% 2.6%
child

2 adults, 1 dependent child 10.5% 10.3% 10.7% 11.1% 9.8% 11.3%
2 adults, 2 dependent children 10.8% 9.3% 9.3% 9.5% 149% 12.1%
2 adults, > 3 children 23% 1.5% 1.8% 1.5% 4.1% 3.5%
other households with dependent children 59% 4.3% 4.4% 59% 89% 6.4%
top earner’s highest level of education

primary or lower 29.8% 28.1% 30.3% 27.5% 32.7% 31.8%
lower or upper secondary 56.9% 59.2% 56.2% 56.2% 55.7% 56.2%
post-secondary 13.3% 12.7% 13.6% 16.3% 11.6% 12.0%
top earner’s sex

male 68.7% 66.5% 68.1% 66.7% 72.1% 72.1%
female 31.3% 33.5% 31.9% 333% 27.9% 27.9%
top earner’s age

mean 55.55 55.39 55.23 55.77 55.87 55.48
top earner’s activity status

employed 50.9% 52.6% 54.0% 52.1% 47.0% 46.6%
unemployed 2.8% 1.7% 1.2% 22% 49% 6.1%
retired 29.6% 33.0% 31.4% 30.3% 24.8% 25.3%
inactive 16.6% 12.8% 13.3% 15.4% 232% 21.8%
top earner’s type of contract

permanent 88.8% 93.4% 90.6% 91.9% 82.4% 78.1%
temporary 11.2% 6.6% 9.4% 81% 17.6% 21.9%
top earner’s place of birth

Italy 92.5% 91.0% 90.2% 91.4% 95.8% 96.3%
other EU country 2.0% 1.9% 3.0% 29% 1.1% 1.3%
outside of EU 53% 7.0% 6.7% 56% 3.0% 2.4%

risk of exposure to usury (Barone 2018; Dalla Pellegrina et al. 2004; Fiasco 2011, 2013).
Table 6 also demonstrates it by highlighting regional variances in usury vulnerability. Thus,
the mean values of the UVI in the northern and central regions are lower than in the south
and islands, indicating a higher risk of usury exposure in the south of the country.
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4 Regression analysis: predictors, estimation method, and results
4.1 Predictors

As discussed earlier, micro-level factors for identifying a household’s exposure to usury are
highly relevant. Therefore, based on the literature review and previous empirical studies,
we created a set of hypotheses on the relationship between the socio-demographic charac-
teristics of a household and usury vulnerability. First, the empirical evidence suggests that
households with only one parent and those with three or more children are more likely to
lack financial resources (Charron-Chénier 2018; Durst 2015; Neuberger and Reifner 2020;
Stamp 2009). Therefore, we hypothesise that such families should have higher levels of
vulnerability to usury. Second, following empirical evidence, we suggest that households
with a top earner with higher levels of education are at a lower risk of turning to informal
debtors (Barth et al. 2015; Charron-Chénier 2018; Gosztonyi and Havran 2021; Neuberger
and Reifner 2020; Stamp 2009). Third, we suspect that households with a female top earner
have higher levels of usury vulnerability. Previous studies show that households with a male
top earner experience financial distress less frequently than those with a female top earner
(Kubrin et al. 2011; Mayer 2013; Saunders 2021; Waglé 2008). Fourth, we assume that
usury vulnerability decreases with the age of the top earner. The rationale for this assump-
tion is that income usually increases with age; therefore, older people experience financial
difficulties less frequently (Barth et al. 2015; Stamp 2009). Fifth, we added two hypotheses
to the analysis based on the previous studies showing that employment status and the type of
work contract are important determiners of experiencing financial strain (Charron-Chénier
2018; Rowlingson et al. 2016; Saunders 2021; Stamp 2009). Thus, we suggest that house-
holds in which a top earner is employed are at lower risk of usury exposure and households
with a top earner having a permanent employment contract in contrast with those with an
unemployed top earner or the one with a temporary contract, respectively. Lastly, following
the evidence that foreign-born people face financial strain with a higher probability than
those native to the country (Basa et al. 2012; Waglé¢ 2008), we suppose that immigrants from
outside the European Union have higher levels of usury vulnerability.

Table 6 demonstrates regional differences in household structures as, in the southern and
island parts of Italy, there are fewer single-person households and more households with
two adults and two or more children than in the north of the country. The regional differ-
ences can also be seen in the top earner’s highest level of education, sex, activity status,
employment conditions, and country of birth.

This study calculates a model of usury vulnerability for the whole country, including
indicators of the regional location of a household (Model 1). However, given the regional
differences highlighted by previous empirical studies and the descriptive statistics, a model
for each region is also calculated to check for eventual variations (Models 2—6).

4.2 Regression analysis results
Given that the constructed for this research dependent variable is continuous, we employ

multiple linear regression (Freedman 2009). Table 7 presents the summary of the regression
estimations. For Model 1, regional variables are included in the model to check for regional-
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Table 7 Results (The unstandardized coefficients and standardised coefficients in the parenthesis) of regres-
sion analysis, 2008, Italy

Model 1 Models 2-6

Italy North-west North-east Centre South Islands
constant 0.126***  0.066 0.006 0.109 0.296***  0.406%**
household type?

2 adults, both under -0.075%**  -0.067** -0.099%** -0.097**%* -0.043 -0.014
65 y.o., no dependent (-0.046) (-0.050) (-0.073) (-0.065)  (-0.022)  (-0.007)
children

2 adults, at least one -0.028* -0.028 -0.054* -0.030 -0.009 0.000
over 65 y.0., no depen-  (-0.019) (-0.022) (-0.044) (-0.023)  (-0.006)  (0.000)
dent children

other households without 0.021 0.025 -0.025 -0.026 0.072%*  0.165%**
dependent children (0.014) (0.019) (-0.019) (-0.019)  (0.047)  (0.104)
single-parent household, 0.150***  (.135%** 0.147%** 0.200***  0.077 0.263**
> | dependent child (0.050) (0.052) (0.056) (0.073)  (0.023)  (0.071)
2 adults, 1 dependent 0.000 0.021 -0.015 -0.054*  0.049 0.068
child (0.000) (0.014) (-0.010) (-0.037)  (0.026)  (0.036)

2 adults, 2 dependent 0.044*** 0.040 -0.012 -0.002 0.143***  (.100*
children (0.027) (0.025) (-0.008) (-0.001)  (0.092)  (0.057)

2 adults, > 3 children 0.211%%%  (.193%** 0.029 0.172%**  0.368%** (.350%**

(0.066) (0.053) (0.010) (0.051)  (0.129)  (0.121)
other households with 0.166***  (.181%** 0.110%** 0.061%* 0.258***  0.300%**
dependent children (0.078) (0.077) (0.053) (0.033)  (0.134)  (0.137)
top earner’s highest level of education®
lower or upper -0.189***  -0.183%** -0.160*** -0.169%%*  -0.227*** -
secondary (-0.184) (-0.200) (-0.176) (-0.180)  (-0.207)  0.254%***

(-0.218)
post-secondary -0.439%**  0.404%** -0.343%** -0.415%%%  -0.550%** -

(-0.287) (-0.293) (-0.261) (-0.310)  (-0.326)  0.648***

(-0.343)
top earner’s sex®
female 0.075%**  (.107*** 0.070%** 0.075*** 0.040 0.074*

(0.067) (0.110) (0.071) (0.074)  (0.033)  (0.056)
top earner’s age?

26-35 0.004 -0.060 0.036 0.027 0.007 -0.108

(0.002) (-0.040) (0.024) (0.018)  (0.004)  (-0.052)
36-45 -0.034 -0.068 -0.027 0.006 -0.050 -0.126

(-0.026) (-0.059) (-0.023) (0.005)  (-0.035)  (-0.084)
45-55 -0.044 -0.111%* -0.065 -0.006 -0.001 -0.125

(-0.034) (-0.091) (-0.057) (-0.005)  (-0.001)  (-0.089)
56-65 -0.128%**  -(0.197*** -0.121* -0.084 -0.120 -0.214

(-0.096) (-0.170) (-0.102) (-0.068)  (-0.084)  (-0.144)
266 -0.155%%*  -0.23]*** -0.119* -0.095 -0.185*%  -0.227

(-0.144) (-0.243) (-0.124) (-0.097)  (-0.159)  (-0.181)
top earner’s activity status®
unemployed 0.408***  (.337%** 0.407%** 0.368***  (0.455%** (0.382%**

(0.125) (0.094) (0.095) (0.106)  (0.176)  (0.153)
retired 0.520%**  0.091%** 0.039 0.039 0.054 0.003

(0.048) (0.097) (0.041) (0.039)  (0.044)  (0.002)
inactive 0.173*%**  0.160%** 0.109%** 0.119%**  0.260%** (0.251%**

(0.124) (0.117) (0.078) (0.093)  (0.196)  (0.178)

top earner’s type of contract!
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Table 7 (continued)

Model 1 Models 2-6
Italy North-west North-east Centre South Islands
temporary 0.167***  (.122%** 0.137%*%* 0.144%** (. 161%** (.27]%**
(0.087) (0.056) (0.075) (0.070)  (0.097)  (0.165)
top earner’s country of birth®
other EU country 0.182%** (. 288%** 0.141%** 0.170*** 0.074 0.210
(0.044) (0.076) (0.046) (0.050)  (0.013)  (0.036)
outside of EU 0.303***  (.355%** 0.348%** 0.268***  0.204%**  (0.254**
(0.110) (0.155) (0.163) (0.109)  (0.054)  (0.059)
region”
north-west -0.089%**
(-0.074)
north-east -0.118%**
(-0.098)
south 0.187%**
(0.148)
islands 0.223%%*
(0.119)
R? 0.236 0.163 0.138 0.147 0.197 0.255

*<0.05, **p<0.01, ***p<0.001
Reference categories:

# one-person household

® primary education

“male

416-25

¢ employed

f permanent

& Jtaly

h centre

level differences. The estimation results reveal that all the predictors included in the analysis
have a statistically significant relationship with the usury vulnerability.

Factors measuring a top earner’s level of education, age, employment status, place of
birth, and region of living appear to predict the usury vulnerability to a greater extent. More
specifically, as expected, households with an unemployed or inactive top earner have a
higher chance of being exposed to illegal debt. Therefore, the model indicates that work
precarity is among the factors that might increase the chances of turning to illicit debt,
which is in line with the previous research on the victims of usury (Barth et al. 2015; Payne
et al. 2020; Rowlingson et al. 2016; Saunders 2021). In addition, confirming previous stud-
ies on usury vulnerability and financial capacity (Basa et al. 2012; Waglé 2008), if a top
earner comes from outside the EU, the household may experience greater levels of usury
vulnerability. Regarding a household’s location in Italy, the estimation results, aligning with
previous research on usury in the country (Barone 2018; Dalla Pellegrina et al. 2004; Fiasco
2011, 2013), show that if it is located in the south or on the islands, its vulnerability to unof-
ficial lending increases. The situation is reversed if a household is located in the country’s
northern regions.
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In contrast, households the head of which has a higher level of education are less prone to
be at risk of usury, which is in line with previous studies (Barth et al. 2015; Charron-Chénier
2018; Gosztonyi and Havran 2021; Neuberger and Reifner 2020; Stamp 2009). The data also
show that usury vulnerability decreases with age, suggesting additional evidence that income
increases with age, which prevents people from turning to usury (Barth et al. 2018; Stamp 2009).

Additionally, the sex of the top earner matters in terms of usury vulnerability, as shown
by the regression analysis. Thus, the chances of usury vulnerability increase when a house-
hold has a female top earner. Again, the previous studies on the victims of usury show the
same results by highlighting a gender gap in terms of taking an illegal debt (Payne et al.
2020; Saunders 2021; Wilson 2002).

The hypothesis that a household’s structure impacts usury vulnerability is also con-
firmed, as demonstrated by Model 1. In particular, households in which both adults are
of economically active age and do not have dependent children have lower values of the
UVI. Contrarily to it, households with dependent children, especially single parents and
those with three or more children, have a higher level of usury vulnerability, as it could be
suggested by previous analysis of the financial resources of households (Charron-Chénier
2018; Durst 2015; Neuberger and Reifner 2020; Stamp 2009).

As to the regional differences, Models 2—6 indicate that although, in general, they follow
the country’s pattern, there are some regional-level specificities. For example, the estima-
tion results show that the top earner’s sex is a relevant predictor of usury vulnerability in
northern and central Italy. At the same time, it is not statistically significant in the southern
part of the country. It might be ascribable to the fact that women are top earners less fre-
quently in the southern regions than in the rest of Italy (Segato 2021); therefore, they may
have more obstructed access to the employment market.

The regression analysis shows similar results for the EU provenance of a top earner: it is
a relevant predictor for usury vulnerability in the north and centre of Italy and not statisti-
cally significant in the southern regions. It might be attributed to the fact that more affluent
northern and central regions attract more immigrants than the south of the country. There-
fore, they might experience higher competition or accept lower-paid jobs, increasing their
financial vulnerability and nudging them into usury.

Interestingly, it seems that an increase in age lowers the usury vulnerability only in the
northern Italian regions, especially in the north-east. It could indicate that the rise in income
follows the age in more affluent and economically developed regions of Italy, while there is
no such direct relationship in other regions.

5 Discussion and conclusions

The phenomena of risk of usury and usury vulnerability have recently gotten into the spot-
light of sociological research. Consequently, there are just a few attempts at operationalising
usury vulnerability and quantitative analysis of possible factors impacting it. The current
study was set out to fill in the current methodological gap in the literature and had two main
objectives. Firstly, it aimed to contribute to operationalising usury vulnerability and con-
structing a measurement for the phenomenon. Secondly, it was designed to determine what
micro-level factors impact usury vulnerability, employing regression analysis.

The present study builds on the previous attempts to measure usury vulnerability, social
vulnerability index literature, and studies on the victims of usury (Crosato and Dalla Pel-
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legrina 2019; El-Meouch et al. 2020; Kowalski and Wate¢ga 2022; Rowlingson et al. 2016;
Saunders 2021) and proposes an index of usury vulnerability at a household level. It is con-
structed based on indicators measuring a household’s financial abilities, access to banking
services, housing conditions, and being in arrears. Previous research shows that these fac-
tors are among the main ones to push people into illegal debt. The results of this part of the
analysis correspond to other attempts to estimate the diffusion of the phenomenon of usury
in Italy, showing higher levels of usury vulnerability in the southern regions of the country
(Barone 2018; Dalla Pellegrina et al. 2004; Fiasco 2011, 2013).

As to the impact of the socio-demographic position of a household, the current analysis
has demonstrated that the top earner’s age, sex, origins, education and employment status,
household type and location in the country are relevant predictors for usury vulnerability.
These findings align with previous research on usury vulnerability in other countries, thus
confirming quantitatively the relevance of socio-demographic factors for understanding
usury vulnerability, demonstrated previously mainly in qualitative studies (Basa et al. 2012;
Littwin 2008; Marinaro 2017; Rowlingson et al. 2016).

The findings of the undertaken study can be used as a means for identifying potential points
of policy intervention. Specifically, the results of the proposed model of usury vulnerability, esti-
mated in relation to the Italian case, besides showing families’ exposure to turning to illegal debt,
bring to light the indicators of financial vulnerability that might aggravate during an economic
crisis. The rise of usury permeability could be alarming due to as a possible lack of liquidity
as the activity of organised crime in the field of usury (at least in the case of Italy) seeking to
profit from the situation of economic emergency by providing illegal loans. Therefore, a possible
social policy direction could be periodic monitoring of the proposed indicators, in particular in
reference to the categories at higher risk of turning to usury (unemployed, those having precari-
ous working conditions, single parents, etc.).

The study has several limitations that could be addressed by future research. One of the sig-
nificant limitations is using the 2008 EU SILC data, which makes it hard to draw a connection to
the present situation. Therefore, future studies may aim to conduct similar surveys, paying atten-
tion to over-indebtedness, access to banking services, and financial hardship of households. Fur-
thermore, the study focuses on the Italian case, and, therefore, the results might reflect only the
reality of the studied country in the surveyed period, while some adjustments might be needed
when analysing another country or period.

Additionally, this study focuses on sociological elements of usury vulnerability, while there
are also economic and psychological aspects. Therefore, future research could be undertaken to
develop further a more comprehensive operationalisation of usury vulnerability and of the index,
which is especially pertinent given that usury poses a social risk that is still vastly understudied.

Lastly, further research could be undertaken to understand better which other micro- and
macro-level factors explain usury vulnerability. Therefore, it might be helpful to consider includ-
ing variables accounting for socio-economic conditions (for example, number of currently work-
ing firms, firm closure rate, number of bank branches, etc.) as it might deepen the understanding
of the vulnerability to turn to unofficial lending. It could be achieved by applying multi-level
analysis, which allows for studying the interplay of micro- and macro-level factors, bringing
important insights about the phenomenon to light.
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