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Abstract	

The	purpose	of	this	study	is	to	understand	the	current	state	of	pawn	shops	with	a	mixed	
method	 system.	 Through	 the	 empirical	 investigation	 conducted	 in	Nanjing,	we	 have	
separately	 understood	 people's	 functional	 requirements	 for	 pawn	 shops,	 and	 the	
pawnshop	 customers'	 evaluation	 of	 pawnshops.	 The	 author	 also	 interviewed	 the	
practitioners	of	 	pawnshops	to	further	understand	the	plight	and	shortcomings	of	the	
current	 pawnshops.	 Finally,	 based	 on	 the	 results	 of	 the	 research,	 relevant	
recommendations	for	the	transformation	and	development	of	pawnshops	are	given.	
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1. Statement	of	Problem	

The	pawnshop	is	a	non‐bank	financial	institution	that	mainly	uses	financial	as	a	pledge	for	paid	
and	 long‐term	 loan	 financing.	 It	 is	 one	 of	 the	 oldest	 industries	 in	 human	 beings.	 It	 is	 the	
originator	of	the	modern	financial	industry	and	the	predecessor	of	the	mortgage	bank.	In	the	
years	from	the	end	of	the	1980s	to	the	1990s,	the	pawn	industry	was	able	to	come	back	and	
experience	a	small	climax	in	China's	economic	reforms,	but	the	social	and	economic	influence	
is	still	limited.	In	the	years	that	followed,	the	pawnshop	encountered	another	relatively	difficult	
period[1].With	 the	 development	 of	 the	 market	 economy	 and	 the	 financial	 industry,	 the	
financing	problem	of	SMEs	has	become	increasingly	prominent.	The	ancient	pawn	industry	has	
re‐emerged	with	a	brand‐new	look	and	has	a	good	development	trend.	However,	in	the	current	
economic	situation,	the	pawn	industry	must	also	face	its	own	shortcomings	and	limitations.	For	
example,	 its	 development	 tends	 to	become	more	operational	 pawn,	 pawn	goods	 tend	 to	be	
specialized,	over‐reliance	on	the	estate	industry,	and	earnings	are	declining.	How	to	guide	the	
revitalized	ancient	industry	to	better	play	its	social	functions	in	today's	social	environment	has	
become	an	urgent	problem	to	be	solved	in	the	development	of	pawnshops.	

2. Data	Analysis	

2.1. Data	Collection	
The	questionnaire	was	issued	for	a	total	of	two	months.	A	total	of	117	questionnaires	I	(for	the	
general	 public)	 were	 obtained	 by	 random	 sampling,	 and	 110	 valid	 questionnaires	 were	
obtained	 after	 7	 invalid	 questionnaires	 were	 eliminated.	 32	 questionnaires	 II	 (for	 pawn	
customers)	were	obtained.	Due	to	the	high	rate	of	refusal	of	Questionnaire	II,	it	was	obtained	
through	the	introduction	of	acquaintances	and	all	were	valid	questionnaires.	The	questionnaire	
input,	data	cleaning	and	data	analysis	all	rely	on	statistical	analysis	software	Stata15.1.	

2.2. Social	Needs	of	Pawnshops	
First,	the	group	members	surveyed	the	needs	of	the	public	on	the	pawnshops.	The	specific	social	
needs	were	assessed	by	the	scale.	The	scales	were	divided	into	six	questions:	Q1‐convenient	
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and	 fast	 loan	procedures,	Q2‐short‐term	 financing	channels,	Q3‐lower	 interest	 loan	channel	
compared	with	bank,	Q4‐physical	substance,	Q5‐the	start‐up	fund	subsidy,	and	Q6‐emergency	
funds.	 Each	 question	 has	 five	 ratings,	 the	 higher	 the	 score,	 the	 more	 needed	 The	 specific	
statistical	results	are	as	follows:	
	

Table	1.	Social	needs	of	pawnshop	functions		

	
	
From	the	results	of	descriptive	statistics,	the	demand	for	pawnshops	is	mainly	concentrated	on	
short‐term	 financing	and	start‐up	 funds,	which	 is	mainly	 the	 financing	needs	of	 the	current	
entrepreneurs.	 The	 demand	 for	 emergency	 funds	 and	 physical	 materials	 is	 also	 large,	 but	
relatively	speaking,	this	is	mainly	due	to	the	needs	of	the	lower	middle	class.	
In	order	to	further	explore	the	influencing	factors	affecting	the	needs	of	pawnshops,	another	
six	questions	asked	about	the	basic	situation	of	these	respondents,	details	as	follows:	
	

Table	2.	Factors	influencing	the	demand	of	pawnshops		

	
	
Since	each	problem	in	the	scale	is	a	positive	problem,	the	score	for	each	question	in	the	scale	is	
summed	as	the	total	demand	for	the	pawnshops.	The	total	demand	for	the	pawnshop	is	used	as	
the	dependent	variable,	and	the	six	influencing	factors	are	included	as	independent	variables	
in	the	multivariable	linear	regression	model.	Result	as	follows:	
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Table	3.	Regression	model	of	demands	for	the	pawnshops		

	

	
	
P.S:	(1)	∗ <0.10,	∗∗ <0.05,	∗∗∗ <0.01(2‐tailed	t‐test);	(2)	Adjusted	R2=0.538	
Entrepreneurship	or	reemployment	groups	have	more	demand	for	pawnshops	than	the	general	
population,	mainly	 because	 they	 lack	 start‐up	 funds	 for	 entrepreneurship,	while	 bank	 loan	
conditions	 are	 relatively	 harsh,	 and	 there	 are	 higher	 restrictions	 on	 physical	 mortgages.	
Therefore,	laid‐off	unemployed	people	and	groups	that	have	just	started	to	start	businesses	are	
generally		difficult		to		obtain		sufficient		funds.		Such		needs		can		also		be		considered		by		the	
pawnshops,	supplemented	by	the	help	of	the	government,	to	help	these	groups	with	the	nature	
of	public	welfare.	
The	family's	economic	situation	is	negatively	correlated	with	the	demand	for	pawnshops	and	
also	 meets	 our	 presuppositions.	 Because	 the	 economically	 disadvantaged	 groups	 need	
emergency	funds	to	pay	a	fee,	they	need	a	fast	low‐interest	loan	to	solve	some	problems.	For	
example,	some	farmers	have	to	pay	tuition	for	their	children	(this	issue	is	also	discussed	in	later	
interviews),	they	will	urgently	need	a	sum	of	money,	they	want	to	bring	some	civilian	products,	
such	as	the	jade	articles	of	the	family,	in	exchange	for	gold,	and	then	redeem	them	later.	
The	experience	of	having	or	not	having	a	loan	has	a	significant	positive	impact	on	the	demand	
for	pawnshops.	That	is,	those	with	experience	in	loan	difficulties	need	the	extended	functions	
of	 loans	 provided	 by	 pawnshops,	 indicating	 that	 existing	 loan	 platforms	 still	 have	 certain	
deficiencies,	 such	 as	 banks.	 The	 procedures	 are	 complicated	 and	 the	 conditions	 are	 strict.	
Therefore,	the	pawnshop	can	consider	to	play	a	complementary	function	with	the	bank,	such	
as	 the	 government	 to	 formulate	 policies,	 subsidize	 the	 loan,	 and	 appropriately	 relax	 the	
restrictions.	
The	degree	of	understanding	has	little	effect	on	the	demand	for	pawnshops.	This	explains	from	
one	side	that	the	demand	for	pawnshops	can	be	generalized	to	a	deficiency	of	the	current	loan	
platform,	and	pawnshops	are	likely	to	fill	this	gap.	
The	demand	for	pawnshops	by	SME	owners	is	also	larger	than	that	of	the	general	population.	
This	 is	mainly	related	to	financing	channels.	SMEs	have	narrow	financing	channels,	and	it	 is	
more	 difficult	 for	 large	 companies	 to	 rely	 on	 banks	 and	 other	 financing.	 Therefore,	 if	 the	
pawnshop	can	provide	services	for	SMEs	in	this	area,	it	can	also	solve	the	problem	of	a	shortage	
of	financing	funds	for	SMEs	for	a	long	time,	and	at	the	same	time	expand	their	living	space.	
People	in	the	economic	and	financial	industry	are	also	more	in	need	of	pawnshop	services	than	
the	general	population,	but	 the	demand	is	not	so	obvious,	mainly	 in	 the	aspect	of	 loans	and	
financing.	
n	general,	the	model	still	has	certain	defects.	For	example,	the	coefficient	of	determination	does	
not	reach	the	expected	0.8,	indicating	that	the	goodness	of	fit	is	not	so	ideal.	Many	factors	are	
ignored	 and	 not	 fully	 considered.	 However,	 this	 multiple	 linear	 regression	 model	 has	 also	
reached	the	basic	purpose	of	our	research.	It	allows	us	to	understand	the	needs	of	pawnshops	
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for	 entrepreneurs,	 reemployed	 people,	 small	 and	 medium‐sized	 enterprises,	 and	 poor	
economic	groups.	
The	 following	 is	 a	 factor	 analysis	 of	 the	 six	 variables	 of	 the	 demand	 scale,	 using	 principal	
component	analysis	to	extract	common	factors	to	explore	its	internal	structure:	
	

Table	4.	Exploratory	Factor	Analysis	of	demands	for	pawnshops		

	

	
	
From	the	results	of	factor	analysis,	the	demand	for	pawnshops	can	be	divided	into	two	different	
aspects,	one	is	enterprise‐oriented	funding,	and	the	other	is	emergency	loans	for	the	general	
public.		Different	pawnshops	can	choose	whether	to	take	into	account	both	two	aspects	in	the	
development	or	just	focus	on	one	aspect.	

2.3. Customers'	Evaluation	of	Pawnshops	
Due	to	the	high	rate	of	refusal,	only	32	copies	of	the	questionnaire	were	collected.	Considering	
that	the	sample	size	is	statistically	significant,	there	are	many	defects	in	the	actual	situation,	
such	as	the	sampling	method	is	not	rigorous.	Therefore,	only	a	simple	description	of	statistical	
analysis	is	performed:	
	

Table	5.	The	main	reason	for	choosing	a	pawnshop	

	
	
From	the	results	of	the	frequency	analysis,	the	main	reason	for	attracting	customers	of	pawn	
shops	 is	 the	 convenience	 and	 speed	of	 the	 loan	procedure,	 and	 the	 restrictions	on	physical	
material	 restrictions	are	 relatively	broad.	The	 second	reason	 for	 these	 customers	 to	 choose	
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pawnshops	 is	 financing	 and	 emergency.	 For	 the	 first	 two	 reasons,	 we	 can	 summarize	 the	
inherent	advantages	of	the	pawnshop,	and	the	latter	two	can	be	regarded	as	the	main	channel	
of	 use.	 The	 functions	 of	 selling,	 storing,	 and	 identifying	 the	 pawnshops	 are	 relatively	 less	
attractive.	During	the	survey,	the	author	also	asked	some	respondents	of	the	questionnaire.	The	
group	 that	 chooses	 financing	 is	 mainly	 SME	 owners,	 while	 the	 emergency	 funds	 are	more	
extensive.	There	 are	 groups	 of	 all	 social	 groups,	 farmers,	migrant	workers,	 ordinary	white‐	
collar	 workers	 and	 so	 on.	 Therefore,	 it	 can	 be	 seen	 that	 the	 pawnshop	 always	 plays	 its	
traditional	functions	and	maintains	a	group	of	customers	with	its	inherent	advantages.	

3. In‐depth	Interviews	

In	order	to	further	understand	the	current	development	of	the	pawnshop	and	its	predicament,	
the	author	interviewed	two	industry	insiders,	one	is	the	manager	of	Jinshan	Pawnshop,	and	the	
other	is	the	vice	president	of	Jiangsu	Pawn	Association.	

3.1. Manager	of	Jinshan	Pawnshop	
When	the	pawnshop	really	began	to	flourish,	it	was	2010,	when	China	handed	the	pawnshop	to	
the	Ministry	of	Commerce,	and	the	Ministry	of	Commerce	gave	the	approval	authority	to	the	
provinces.	The	conditions	for	the	instructions	in	the	province	are	far	lower	than	those	that	were	
originally	required	to	be	met	by	the	State	Administration.	So	 the	number	of	pawnshops	has	
grown	rapidly.	There	are	many	funds	in	the	society,	and	there	are	many	private	loans	between	
the	society,	which	has	led	to	the	situation	that	the	state	management	was	out	of	control	and	the	
court’s	lawsuits	were	all	private	loans.	At	that	time,	the	real	economy	lacked	investment.	People	
chose	to	lend	to	other	people	for	high	interest	rates,	but	they	ignored	the	huge	risks.	Once	the	
financiers	did	not	have	the	ability	to	pay,	 the	crisis	appeared.	Therefore,	although	the	pawn	
industry	is	a	high‐yield	industry,	there	are	also	high	risks:	if	the	procedures	are	not	strict,	when	
the	material	mortgage	is	wrong	or	blindly	credit	loans,	the	pawnshop	operators	will	bear	huge	
losses.	Therefore,	pawn	has	always	required	mortgages,	such	as	mortgages	to	borrow	money,	
they	must	go	to	the	relevant	departments	to	register.	
At	 present,	 the	main	 competitors	 of	 pawn	 shops	 are	 consignment	 banks	 and	microfinance	
companies.	The	market	demand	for	the	pawn	industry	is	large,	and	the	pawnshop	cannot	meet	
the	current	market	demand	due	to	various	restrictions.	Therefore,	the	number	of	consignment	
banks	 with	 low	 barriers	 to	 entry	 and	 inadequate	 supervision	 is	 much	 larger	 than	 that	 of	
pawnshops	and	illegally	engaged	in	pawn	business.	This	kind	of	unfair	competition	has	brought	
more	difficulties	to	the	development	of	the	formal	pawn	industry.	Compared	with	smaller	loan	
companies,	the	pawn	industry	also	has	a	relative	disadvantage	in	the	business	competition	of	
SME	 financing:	 from	 the	 perspective	 of	 cost,	microfinance	 companies	 have	 a	wide	 range	 of	
sources	of	funds,	and	are	not	limited	to	banking	financial	institutions	in	this	city.	loan.	Therefore,	
its	capital	cost	is	lower	than	that	of	the	pawnshop,	so	the	interest	rate	of	the	loan	is	lower.	This	
is	the	biggest	advantage	of	the	microfinance	company	in	comparison	with	the	pawnshop	at	this	
stage.	From	the	perspective	of	the	loan	period,	the	pawnshop's	pawn	period	is	no	longer	than	
6	months,	while	the	microfinance	company	operates	according	to	the	principle	of	the	market.	
The	contract	terms	and	loan	repayment	terms	are	all	fair	and	voluntary	by	the	borrowers	and	
the	lenders.	Under	the	principle	of	consultation,	it	is	determined	by	law	that	the	microfinance	
company	is	more	free.	
The	 overall	 development	 status	 and	 prospects	 of	 pawn	 shops:	 As	 far	 as	 the	 provinces	 are	
concerned,	the	coastal	industries	in	Jiangsu,	Zhejiang	and	Shanghai	have	high	economic	activity,	
and	 the	development	of	coastal	areas	 in	Beijing	and	 Jiangsu	 is	obviously	better	 than	 that	 in	
inland	 areas.	 In	 general,	 the	 development	 of	 pawn	 shops	 depends	mainly	 on	 the	 economic	
development	 of	 each	 place.	 In	 terms	 of	 industry	 prospects,	 state	 support	 encourages	 the	
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development	 of	 pawnshops.	 If	 the	 pawnshop	 operators	 act	 according	 to	 law	 and	 come	
according	to	the	system,	then	the	development	prospect	for	the	industry	is	encouraging.	

3.2. Vice	President	of	Jiangsu	Pawn	Association	
The	inappropriate	coverage	of	pawnshops	by	social	media	has	led	to	the	misconception	that	
pawnshops	 are	 high‐yielding	 ones.	 As	 a	 result,	 some	people	make	 every	 effort	 to	 apply	 for	
opening	pawnbrokers.	After	opening	the	pawnbrokers,	because	they	have	not	carefully	carried	
out	market	analysis,	market	positioning	and	main	products,	there	are	losses	in	their	operation.	
Some	pawnbrokers	start	price	war,	advertise	in	newspapers,	depress	the	rates,	cause	adverse	
effects	and	disrupt	the	normal	order	of	pawnbrokers.	The	industry	believes	that	competition	is	
necessary	and	the	survival	of	the	fittest	is	the	market	rule.	However,	we	should	adhere	to	fair	
competition	and	not	engage	in	disorderly	competition	and	malicious	competition.	It	is	generally	
believed	in	the	industry	that	due	to	the	change	of	business	environment,	the	operating	cost	of	
pawnshop	is	constantly	increasing,	the	profit	of	pawnshop	is	not	as	high	as	legend	in	society,	
and	the	risk	is	greater	than	imagination.	Therefore,	we	should	strengthen	the	positive	publicity	
to	the	outside	world	and	remind	those	who	are	still	applying	for	pawnshop	to	understand	the	
cumbersome	and	hidden	risks	of	pawnshop	operation.	
At	present,	there	are	not	many	varieties	of	pawn	business,	everyone	is	concentrated	in	the	real	
estate	business,	and	the	innovation	ability	is	not	strong.	Once	the	market	changes,	the	risk	will	
be	 great,	 and	 at	 the	 same	 time,	 it	 cannot	 meet	 the	 diversity	 needs	 of	 customers.	 In	 the	
development	 of	 new	 products,	 it	 has	 been	 suggested	 that	 cooperation	 with	 banks	 can	 be	
strengthened	to	complement	the	gaps.	In	this	regard,	some	newly	opened	pawns	have	done	a	
good	job.	Some	people	think	that	the	securities	market	is	gradually	being	standardized.	This	
year,	the	situation	is	good	and	the	stock	pledge	business	can	be	developed.	It	has	also	been	said	
that	pawn	shops	can	specialize	in	a	familiar	industry	pawn	as	a	starting	point	to	continuously	
develop	new	products.	

4. Advice	on	the	Development	of	Pawnshops	

4.1. ‘Internet+’	Transformation	
Earlier	research	based	on	the	investigation	of	the	pawnshops	in	Zhejiang	Province	proposed	to	
refer	to	the	US	'Pawngo'	website	to	develop	the	'Internet	+'	model	pawnshop[2].It	can	establish	
a	corresponding	network	platform	for	pawn	enterprises,	which	can	not	only	carry	out	business	
innovation,	but	also	carry	out	risk	control.	"Internet	+"	business	innovation	can	be	derived	from	
the	perspective	of	Internet	platforms,	online	pawn	shops,	auction	sites	and	mobile	Internet	APP.	
The	construction	of	the	pawnshop's	network	platform	will	make	the	pawn	information	more	
open	and	transparent,	and	make	the	market	competition	more	fully.	At	the	same	time,	there	are	
more	choices	 for	consumers	 to	pawn	things.	Based	on	 this	platform,	 the	pawn	 industry	can	
conduct	big	data	analysis,	customer‐oriented,	build	a	precise	marketing	system,	portray	user	
portraits,	and	provide	users	with	the	required	information	in	a	timely	and	accurate	manner.	
The	online	platform	is	also	more	convenient	for	customers.	It	does	not	need	to	consult	in	the	
pawnshop	 store,	 conduct	 online	 consultation	 activities,	 expand	 the	 business	 scope	 of	 the	
pawnshop,	increase	the	proportion	of	the	movable	pawn	business,	and	increase	the	operating	
profit	by	increasing	the	number	of	business.	

4.2. Strengthen	Brand	Building	
Although	the	pawnshop	has	become	a	new	financing	method,	the	image	in	some	people's	minds	
has	not	been	completely	changed.	Pawn	shops	must	strengthen	cultural	construction.	The	work	
of	changing	the	image	of	the	industry	cannot	be	completed	overnight.	Instead,	it	requires	the	
unremitting	efforts	of	the	pawn	industry	supervisors	and	practitioners	to	strengthen	publicity	
and	shape	the	new	image	of	the	pawn	industry.	The	pawnbroking	industry	needs	to	use	the	
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media	to	publicize	the	fairness	of	pawnshops,	the	suspicion	of	not	being	in	danger,	and	not	the	
usury	of	the	old	society.	The	pawnshop	can	even	restrain	the	development	of	usury	to	a	certain	
extent.	At	 the	 same	 time,	pawn	companies	 should	appropriately	 reduce	 financing	 costs	and	
avoid	making	pawn	a	forced	financing	option,	but	become	an	important	financing	channel.	The	
pawnshop	should	unify	the	decoration	layout,	logo,	and	plaque	of	the	business	premises,	and	
open	the	office	of	the	main	business	department	to	enhance	the	sense	of	intimacy.	

4.3. Improve	Relevant	Legislation	
In	view	of	 the	 current	 chaos	and	complicated	problems	 in	 the	pawn	 industry,	China	 should	
establish	a	unified	"Pawn	Law"	and	at	the	same	time	make	a	good	connection	with	the	special	
law	in	the	formulation	of	the	Civil	Code[3].	The	specific	implementation	rules	are	regulated	by	
administrative	 regulations	 and	 departmental	 rules,	 thus	 replacing	 the	 current	 status	 of	 the	
pawn	industry	supervision	regulations	and	the	separation	of	pawn	management	methods,	and	
finally	establishing	a	perfect	pawn	industry	legislative	system.	

4.4. Continue	to	Develop	Civilian	Products	Business	
At	present,	most	of	the	pawnshop	business	is	concentrated	on	real	estate	mortgage	financing.	
The	 traditional	 civilian	 pawn	 accountancy	 is	 small,	 the	 concentration	 risk	 is	 high,	 and	 the	
civilian	product	business	is	precisely	where	the	pawnshop	has	a	unique	competitive	advantage.	
This	is	to	emphasize	the	characteristics	of	the	folk	products	in	the	process	of	transformation	
and	development	of	the	pawn	industry,	which	is	the	foundation	of	the	industry;	the	second	is	
to	emphasize	that	the	characteristics	of	the	civilian	products	are	not	equal	to	the	management	
of	the	civilian	products,	but	to	continuously	innovate	services	around	the	civilian	products,	such	
as	the	combination	of	civilian	products	and	enterprises	financing.	

5. Conclusion	

Although	studies	by	European	scholars	have	pointed	out	 that	 the	current	poor	are	not	very	
dependent	on	pawn	shops[4],	this	paper	based	on	China's	domestic	survey	shows	that	pawn	
shops	still	have	considerable	poverty	alleviation	space	to	function.	
In	 order	 to	 achieve	 balanced	 development	 of	 economic,	 environmental	 and	 social	 benefits,	
enterprises	need	to	be	responsible	for	any	unit	or	individual	that	has	an	interest	relationship	
with	 the	 enterprise.	 Therefore,	 the	 competition	 of	 enterprises	 begins	 to	 enter	 the	 era	 of	
comprehensive	responsibility	competition,	which	not	only	includes	product	quality,	but	also	a	
new	stage	of	competition	for	environmental	and	social	responsibility.	Pawn	companies	must	
also	shift	to	this	goal.	The	performance	of	social	responsibility	by	pawnshops	requires	in‐depth	
understanding	 from	 the	micro,	meso	 and	macro	 levels.	 The	micro	 level	 refers	 to	 the	 pawn	
industry's	adherence	to	the	service	concept	of	honesty	and	trustworthiness,	guaranteeing	the	
rights	 and	 interests	 of	 enterprise	 workers,	 equal	 opportunities	 and	 dignity,	 and	 providing	
better	financing	services	for	society	and	small	and	micro	enterprises.	The	meso	level	refers	to	
protecting,	improving	the	environment	and	improving	Resource	efficiency,	advocating	norms,	
establishing	a	sustainable	 industrial	order	and	social	value;	macro	 level	refers	 to	promoting	
employment,	 participating	 in	 charitable	 activities,	 and	 ensuring	 and	 improving	 people's	
livelihood.	We	have	reason	to	believe	that	the	current	pawnshop	still	has	its	own	living	space	
and	can	play	a	role	in	the	market	economy.	
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