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FROM THE DIRECTOR
In the fall of 1570 a group of Spanish Jesuits sailed
into Bahia De Santa Maria attempting to establish a
mission in what is now called the Chesapeake Bay.
Historical record indicates that they settled on the York River,
and began to engage in missionary work among the Algonkians
living there. As the missionaries began their work, they found that
language was only one area of difference they found challenging.
They found that gulfs in their respective histories, values and
daily practice made working together difficult. Ultimately, the two
groups couldn’t stem the barriers between them. The mission was
deemed a failure, and plans for future waves of Spanish-speaking
Jesuits ceased.1
Nearly four and a half centuries later, Virginia is one the fastestgrowing states in terms of Latino population in the nation. U.S.
Census data indicate that in the last generation, the numbers of
Latinos in the Commonwealth have tripled, and others think these
estimates are conservative. While the rapid growth of Latinos
within the Commonwealth is generally recognized, its implications
for businesses are less discussed. An observation I’ve had is that
the rapid growth of the Latino population is often associated with
discussions of illegal immigration and undocumented workers.
This “broad-brush” view of the Latino population obscures the fact
that the majority living in the Commonwealth are native born or
naturalized citizens. It obscures the fact that there are over 115,000
Latino students in Virginia’s public schools. “Broad brushing”
obscures the potential business opportunities this growing
marketplace presents. In this study, we take a sobering look at the
challenges and opportunities in the provision of financial services
to this growing market.
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This report is the culmination of over a year of research,
engaging multiple researchers and methodologies to answer our
research questions. We marshal data from a number of sources in
our analyses, including state and federal demographics, educational
and financial statistics, surveys, interviews and anthropological
fieldwork with Virginia’s Latino households. While many fingerprints
are on the work you find here, we at the Tayloe Murphy Center
take responsibility for any errors or oversights.
We have four primary goals in this effort: first, to raise awareness
of this burgeoning market; second, to share analyses that suggest
the untapped market potential for financial service firms; third, to
share prescriptions and best practices for those with interests in
tapping the Latino market; and fourth to facilitate discussion among
business persons, policymakers and the public on how to close the
“banking gap” between Virginia’s Latinos and commercial banks
and credit unions in our Commonwealth.
From the deck of the ship bobbing on the waves of the
Chesapeake Bay, Father Luis de Quiros, one of the missionaries in
1570, is said to have observed, “We will have much opportunity to
exercise patience.” This view was prescient then, and is still relevant
today. Obviously, cultural, political, social and linguistic barriers
make serving the growing base of potential Latino clients difficult.
Difficult challenges require careful analysis in the generation of
solutions. Although there are many social and cultural aspects
still open for research and study, we have developed a set of
recommendations for financial institutions interested in seeking
to serve and benefit from Virginia’s surging Latino market. We
appreciate your interest and look forward to your thoughts.

Gregory B. Fairchild
Executive Director
Talyoe Murphy Center
The Opportunity in Financial Services for Latinos
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THE TAYLOE MURPHY CENTER
This study was sponsored by the Tayloe Murphy
Center, one of the research centers of excellence at
the University of Virginia Darden School of Business.
The mission of the Tayloe Murphy Center is to facilitate community
competitiveness through the development of practical research on what
makes communities globally competitive, the dissemination of that knowledge
to practitioners in the field, and the sponsorship of interaction between
stakeholders committed to making communities globally competitive.
This mission is based on three pillars:

Knowledge Into Action: Collaborate in the creation of programs
that facilitate community-based economic action

Knowledge Creation: Generate research that informs best practices
in entrepreneurially driven social and economic change

Knowledge Dissemination: Engage and connect thought-leading
scholars and practitioners in the dissemination of best practices and key
findings
Toward these ends, the Tayloe Murphy Center leads research projects that
bring together top academics and practitioners in economic development,
business, economics and related fields to engage meaningful questions about
community development finance, community competitiveness and other
topics relevant to our mission.
The Tayloe Murphy Center was established in 1962 with an anonymous
million-dollar gift to the University of Virginia in honor of Mr. W. Tayloe Murphy
Sr., former Treasurer of the Commonwealth of Virginia. The Tayloe Murphy
Institute, as it was called at the time, was established to foster economic
development within the Commonwealth of Virginia, as its namesake had done
in his long career in public service.
Through research, educational programs, and outreach, the Tayloe
Murphy Center seeks to bring about sustainable economic and social change in
communities around the Commonwealth of Virginia.
Learn more at
www.tayloemurphy.org
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EXECUTIVE SUMMARY
Although not readily recognized as a “gateway”
for Latino* immigration, the Southeast generally,
and Virginia specifically, are areas of rapid growth
for America’s Latinos.
Since 1990, the Latino2 population in the Commonwealth has more
than tripled to an estimated 506,843.3 Three-fifths of Virginia’s Latinos are
citizens (60 percent), with nearly half reporting birthplaces in the U.S.4 Of the
five fastest-growing counties for Latinos in the United States, two are in the
Commonwealth of Virginia (Loudoun and Prince William).5 The U.S. Census
reported that the Virginia Latino community’s growth rate over the first six
years of the century was 42.8 percent, nearly double the growth rate of Latinos
nationally (24.3 percent).6 By 2050, the Federation for American Immigration
Reform estimates that nearly 2 million Virginians will be of Latino origin.7
Along with higher Latino population growth, Latino males have higher
workforce participation. For example, an estimated 90 percent of Virginia’s
male Latinos are in the labor force, compared to 74 percent for all male
Virginians.8 Since so many of Virginia’s Latinos are employed, these population
growth trends have also expanded the disposable income controlled by Latino
households. This growth in untapped consumer markets certainly extends to
financial service providers. Many firms have recognized the growth of this
marketplace, and have developed strategies to engage and serve this rapidlygrowing demographic group. Our analysis indicates that there is still ample
untapped demand for banking services. For example, examination of Federal
Deposit Insurance Corporation (FDIC) data indicates that there are currently
almost 39,000 Latino households in Virginia that do not currently hold either
a savings or checking account with a bank or credit union.9 On average, these
unbanked households generate $23,500 in annual income, suggesting that
at least $917 million annually is not being serviced by Virginia’s depository
institutions.
Beyond the lost revenues to the financial services sector that could be
captured through servicing this growing market, our analysis reveals other
potential benefits to the Commonwealth as a whole as a result of financial
service provision to this market, including decreased incidence of robberies
and greater housing value appreciation. We share these analyses in the full
report that follows.
The remainder of this executive summary provides highlights of our analysis
(with further detail in the body of the report), and provides best-practice
recommendations for reaching and engaging with Virginia’s Latino consumers.
The Opportunity in Financial Services for Latinos

This manuscript is intended for
business audiences. Those interested
in further discussion of the analytical
tools described, how models are
employed, or conclusions derived
that appear within this manuscript,
please contact the study’s authors.
* The term “Latino,” used
throughout this paper, includes all
persons of Latin American origin or
descent, irrespective of language
or culture. The U.S. Bureau of the
Census uses the term “Hispanic”
to describe similar groups. Latinos
may be of any race and nativity.
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KEY STATISTICAL
INDICATORS

How big is the Latino market in Virginia?
• V
 irginia’s Latino population is expanding, estimated by some to grow
over 300 percent in the next 40 years.
• Virginia has 39,000 unbanked Latino households producing some
$23,500 each in annual income.
• Conservative estimates put the amount of money that could circulate
through Virginia’s banking system due — strictly — to welcoming
Latinos into traditional financial services at $917 million annually.
• Virginia’s Latino households often include multiple wage earners in the
same residence.

Who currently serves Virginia’s Latinos?
• A
 large percentage of Latinos carry on financial business in cash
through neighborhood, full-service grocery stores, generically termed
“Las Tiendas.”
• Over $1 billion annually is being transferred from Virginia to Latin
America, and some estimates indicate that depository institutions
handle only 26 percent of the total outflow of dollars.10
• At present, the two primary financial transactions for Virginia’s Latinos
are remitting funds to home countries and cashing their paychecks.

What barriers and opportunities exist to financial
services provision?
• A
 high proportion of Virginia’s Latinos report “feelings of discomfort”
with many financial institutions.
• Providing translations of American banking brochures and materials is
unlikely to be effective because a large percentage of Latino immigrants
have little, if any, home-country experience with banking.
• Research on best practices in the field suggests that savings is a
motivation for international monetary transfers by Latinos.11 If banked
locally, these Latinos would have even greater savings (through
reduced transfer charges) and have ready access to their funds when
emergency needs arise.
• The United States Customer Identification Programs (CIPs) do not
demand social security numbers for opening accounts, instead allowing
a variety of international forms of identification, and the Department
of Treasury provides an easily accessed, efficient list of individuals and
institutions prohibited from sending money overseas.
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Are there benefits to the greater society of
financial services to Latinos?
• O
 ne year after the opening of a credit union focused on serving North
Carolina’s growing Latino population, Charlotte police reported that
armed robberies against area Latinos had dropped 22.6 percent.
Similarly, two years after the opening of a branch in Durham of the
same credit union, 163 fewer total robberies per year were reported.
• In areas where financial institutions cater to Latino customers, the
incidence of robberies is dropping substantially in large part due to
fewer Latinos engaging in cash-based transactions (and thus, being
targets for robbery). After the establishment of Latino Community
Credit Union (LCCU) branches in North Carolina, the number of
robberies declined about 4.2 percent in the counties where these
branches were located.
• Declines in the incidence of robberies through financial services
provision in turn benefits property values. We estimate that between
2000 and 2008 in North Carolina, the opening of credit union branches
with explicit strategies to serve Latinos contributed $9.8 billion in
property appreciation, representing nearly a 3.8 percent increase in
property value for the counties in which these branches were located.
• Our analysis of trends in remittances to Latin America indicates that
relative to other southern states, a substantial sum of North Carolina’s
Latino capital is staying in-state rather than being transferred overseas,
reversing the trend found in neighboring states like Virginia. These
funds are now in depository accounts in financial institutions that
have established strategic routines and practices to serve Latino
consumers.

Are there best practice success models?
• Internationally, financial services providers are beginning to leverage
mobile and digital banking platforms to provide financial services to
otherwise costly or challenging target populations. There are plans for
similar initiatives within the U.S. These initiatives are in their nascent,
even experimental stages, and should be carefully analyzed as they
develop.
• North Carolina’s Latino Community Credit Union, a credit union that
explicitly targets Latinos as customers, was launched nearly a decade
ago and is the fastest-growing credit union in the United States with
53,000 members in 2009.
• In 2005, two years after the “New Alliance Task Force” was launched,
Chicago and mid-western banks had opened 50,000 new Latino
accounts totaling over $100 million in deposits.12
• In Texas, primarily to benefit from the decreased crime associated with
serving unbanked Latinos, police officials and city fathers are partnering
with local banks, foreign consulates and the Bureau of U.S. Citizenship
and Immigration to improve financial services for Latinos.13

The Opportunity in Financial Services for Latinos
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PRESCRIPTIVE
RECOMMENDATIONS

Utilize and expand mobile banking platforms - There is

a transition occurring in a number of consumer markets in which traditional
mediums of engagement and transaction are being questioned and new modes
of commerce are being developed. Latinos tend to have higher usage rates of
cellular phones and utilize a broader range of services on their phones. The
application of digital technology to this group, many of which are presently
unbanked because of time and comfort barriers, presents a prime opportunity.
We provide indicators from recent research that suggest this potential
opportunity in more detail below.
 emographics matter - Virginia’s Latinos are younger, more male,
D
and are more likely to be newcomers to the area. Thus, their financial services
client-provider relationships are still in flux or have not been established at all.

Directly address the risks of crime - Our research indicates that

although Latino immigrants have intimate knowledge of crime against their
friends and family, they have not fully recognized their money is more secure
and their lives safer with their money in a bank account.

“Under the Radar” competition

- Banks and credit unions
indeed should not see each other as principal competitors for the Latino
market. The informal competitors, Las tiendas, provide rapid and less expensive
remittance products, easy check cashing and locations that are familiar to
Latino consumers. To compete, new entrants must ensure competitive cost,
convenience and time to transact.

Cultural relevance

- Retail locations emphasizing reliable service,
convenience and cultural familiarity with Spanish-speaking staff and extended
banking hours is a principal – but highly expensive – step. A marketing strategy
specifically tailored to the Latino Community in terms of language and culture,
and based on inter-personal relationships could be effective.

Recognize and leverage the residential segregation
of ethnic groups - A reality of modern cities is that ethnic groups
cluster in neighborhoods across cities. Consider locations in, or near, Latino
neighborhoods for future branch offices. These locations might even be mobile
branches that are located in the neighborhood for short periods of time.

Entice customers into a relationship - Offer and advertise
check-cashing services to non-account holders and provide materials that
explain the relevant benefit that check-cashing charges decrease or disappear
when the casher is an account holder. Promote and use low-cost remittance
services. Both will entice unbanked Latinos into branches and communicate
interest in servicing Latino consumers.

Build on social and reputational networks - Many Latinos
are influenced by a referral tradition which aids them in deciding what services
to seek from whom. Establishing entry-point relationships with institutions,
groups and employers with ties to the Latino community can lead to “cascading”
customer acquisitions.
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Partner with “assistance” institutions - Linking with like-minded

religious institutions, Latino cultural organizations, and educational institutions
operating English as a Second Language (ESL) or financial literacy courses in
Spanish can provide an introduction to unbanked Latinos.

Utilize knowledge from public servants - Since police
officers, teachers and social workers are likely to come into contact with Latinos
at “teaching moments,” engage with these professionals through the shared
value of maintaining community safety.

T ie with financial literacy providers - The range of services
and benefits of financial services products is not widely understood by Latinos.
Awareness without product benefit knowledge is insufficient to sustain and
fulfill the promise of this market.

Use the boss - Given Virginia’s Latinos’ relatively high labor force
participation, the workplace may be the conduit for customer acquisition.
Directly engage with employers (especially those that are already banking
customers), offering incentives for bringing his or her staff into the bank, or
have “sign-up” days on site. Promote pertinent benefits like reductions in
check-cashing fees. In 1994, Arvest entered a partnership with North Arkansas
Poultry, a Tyson Food subcontractor with a large Latino immigrant work force.
The program provided financial education during the regular working hours and
offered compensation to the attendees of the seminars. Offered in Spanish, the
program was a success as it resulted in new customers for the bank and more
stable workforce for the employer.14

Offer services to non-account holders - Offer money transfer

(like MoneyGram) and check cashing services at competitive rates to unbanked
Latinos to bring them in the doors, and then, after winning their trust, tell them
about the benefits of having a bank account.
 ilingual staff - It is not enough to simply provide written bilingual
B
materials and that bilingual staff should also be available “behind the table” to
provide assistance.

Financial education - Financial education may be most effective
when offered in conjunction with opening a new account as it would help new
customers understand banking services, and their attendant costs. Further,
banks may use caution in introducing checking accounts with overdraft features,
credit cards, or other products that could entail high fees if inappropriately
used, which may result in high transaction costs that may force new customers
to close their accounts, and return to alternative service providers.

School-based programs

- School-based financial education
programs may be particularly effective, since in a high percentage of Latin
American families, the parents are unbanked. School banking programs
introduce children to bank accounts, who then share that information with
their families at home.

Free tax preparation - Free tax preparation, and information that

opening an account would expedite their refund via direct deposit may help
convince unbanked Latinos to open a bank account.

The Opportunity in Financial Services for Latinos
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INTRODUCTION
Having a relationship with a financial institution
can provide many benefits, including wealthaccumulation, budgeting, “float” and credit during
income downturns.
Access to, and knowledge of, the appropriate financial services products
that fit the needs of the whole family is beneficial in the acquisition of longterm goals like higher education or home ownership, and for short-term credit
needs and personal safety. The general slate of products offered by most
banks and credit unions to even low- and moderate-income households have
many benefits: “safer” alternatives to cash-based transactions (e.g., checking
accounts and debit cards); secure and insured savings products; lower fees
for needed services (e.g., check-cashing, international remittances, money
transfers); access to home and small business financing; market-competitive
interest rates on credit products; a mechanism to build or improve a financial
identity (including increasing credit scores); and the protections that accompany
coverage under consumer-protection and fair-lending laws. Opening a checking
or savings account often constitutes a critical first step into an institutional
relationship with the financial services industry that can provide efficiencies
and technologies that demonstrably improve life in the short-and long-term.
In the sections below, we share our results of a multi-method, multiresearcher, year-long research collaboration developed to answer some key
questions about the provision of financial services to the growing Latino
population in the Commonwealth of Virginia (and the nation). We began with a
set of broad research questions: “How big is the Latino population in Virginia?”
“How fast is it growing?” “How many are banked? Unbanked? Underbanked?”
“What institutions are providing financial services to the Latino population?”
“What can we learn from them?” “What barriers exist to greater financial
services provision among Latinos?” “Which originate among financial services
providers?” “Which originate among consumers?” “What best practices exist?”
“What benefits can be accrued to Latino families, and the Commonwealth, of
greater financial services provision?”
We were able to answer many of these questions to a high level of
satisfaction. Some, however, remain only partially answered, or remain
unanswered. These provide opportunities for future researchers to continue
and improve on our efforts. Our hope is that the work presented here is
illuminating, diagnostic and prescriptive.

The Opportunity in Financial Services for Latinos
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LATINOS IN THE COMMONWEALTH
In Virginia, the 506,843 Latinos compose 6.6
percent of the Commonwealth’s population, a
dramatic increase since the turn of the century.
Virginia’s Latino growth rate of 42.8 percent is almost double the national
rate and exceeds states known to have substantial Latino population such as
Texas, California and Arizona. By mid century, estimates predict the number of
Latinos in Virginia will increase fourfold.

2008

506,843

FIGURES 2.1-2.2

2050

Population in Virginia
2,085,030

7,191,895

Latino
Non Latino

10,062,955

Source: ACS, and Federation for
American Immigration Reform
http://www.fairus.org/site/
PageServer?pagename=research_
research29bb#2050project
(Accessed 05/27/2010)

FIGURE 2.3
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Source: TMC staff calculations
using ACS and U.S. Census
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FIGURE 2.4

Percent Change
In Latino Population
from 2000 to 2006
50.0 to 60.9
40.0 to 49.9
30.0 to 39.9
15.0 to 29.9
0 to 14.9
Source: Census, Hispanics in the U.S.
http://www.census.gov/population/www/
socdemo/hispanic/files/Internet_Hispanic_in_
US_2006.ppt (Accessed November 23, 2010)

CITIZENSHIP AND
NATIVITY

About 66 percent of Virginia’s Latino householders are non-U.S. citizens,
which includes authorized and unauthorized immigrants, while 34 percent
are U.S. citizens.15 Citizens are more likely to hold bank accounts as social
security numbers or taxpayer identification numbers are required by the U.S.
government for the payment of interest in savings or money-market accounts.

FIGURE 2.5

Latino Householders
by Citizenship
Non U.S. Citizen

46,673

U.S. Citizen
Source: TMC staff calculations
using FDIC-CPS Jan 2009

92,367
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FIGURE 2.6

Estimated
Unauthorized
Immigrant Population
by State, 2008
900,000 - 2.7 million
225,000 - 575,000
100,000 - 200,000
40,000 - 100,000
Less than 40,000
Source: Jeffrey S. Passel and
D’Vera Cohn, 2009, A Portrait of
Unauthorized Immigrants in the
United States, Pew Hispanic Center

Our estimates from FDIC data put the number of people in a Virginia
Latino household at 3.0 against 2.4 of all households. Latino households are
also more likely to contain younger children than households of other ethnic
groups. Today, about one in seven newborns in Virginia is of Latino descent16
and annually that percentage is increasing as Latino women tend to have
higher fertility rates. By 2050, Census projects 50 percent of children born in
the United States will be Latino.17 Besides the probable desire of parents to
save for a child’s future needs, citizens are more likely to enjoy the benefits of
bank accounts than non-citizens.

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%

HOUSEHOLD SIZE

FIGURE 2.7
1 out of 29
babies
born is
93:8.&

1 out of 13
babies
born is
93:8.&

95,893

91,213

3,459

7,725

14,967

1990

2000

2007
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1 out of
7 babies
born is
93:8.&

93,917

Births in Virginia
Non Latino Births
Latino Births
Source: TMC staff calculations
using Centers for Disease Control
and Prevention, National Center
for Health Statistics, VitalStats
http://www.cdc.gov/nchs/vitalstats.
htm (Accessed November 23, 2010)
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FIGURE 2.7

Births in USA
Non Latino Births
Latino Births
Source: TMC staff calculations using
Centers for Disease Control and
Prevention, National Center for
Health Statistics, VitalStats and U.S.
Census Population Projections
http://www.cdc.gov/nchs/vitalstats.htm
http://www.census.gov/population/
www/projections/2009hnmsDownload.
html (Accessed November 23, 2010)

FIGURE 2.8

Children Born per 1,000
Women in the U.S. in 2006
Non Latino
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Past research18 has shown that a stable, ongoing relationship with a
financial institution is positively associated with educational attainment, with
those households headed by persons with higher educational attainment more
likely to hold a bank account. Using the FDIC-CPS January 2009 supplement
we estimate that Virginia’s Latino community has relatively low educational
achievement. About 52 percent of Latino householders have not finished high
school, twice the number (23 percent) reporting some college work. Only three
percent have a college degree.

Perdido En La Traducción

FIGURE 2.9

College Degree
3%

Latino Householders
by Education

Some College
23%
No High School
Degree
52%

(Age 25 or Over)
Source: TMC staff calculations
using FDIC-CPS Jan 2009

High School Degree
22%

The majority of Virginia’s Latinos are of working age in that they are
between 18 and 44 years old. Only 21 percent are more than 44 years old,
while about 34 percent are younger than 18 years.

AGE COMPOSITION
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FIGURE 2.10
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Age Distribution
in Virginia
Latino
Non Latino
Source: TMC staff calculations
using FDIC-CPS Jan 2009

Younger than 18 years

Prime working age (18‐44)

Older than 44 years

About 36 percent of Latino households have incomes between $30,000
and $50,000 annually, 30 percent make more than $50,000, 20 percent make
between $15,000 and $30,000, and 14 percent make less than $15,000.
			
Less than $15K
14%
At least $50K
30%

INCOME

FIGURE 2.11

Latino Households
by Income
Source: TMC staff calculations
using FDIC-CPS Jan 2009

$15K‐$30K
20%

$30K‐$50K
36%
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MOBILE BANKING AND
THE LATINO CONSUMER
One avenue to move the unbanked into
relationships with mainstream financial services lies
in the greater application of digital technologies
and mobile platforms.
The potential opportunity of “digital banking” is suggested by the striking
increase in mobile phone and device usage in recent years. Technological
advances in connectivity, processing speed, battery power, and third-party
application development have opened multiple venues to reach consumers
in novel ways and to segment markets. These technologies have expanded
the delivery of products and services across traditional time segments and
have reframed the notion of “location” in consumer services. These mobile
platforms can augment existing forms of transaction or for some consumers
may be the best sole medium of exchange.
This generalized trend has begun to appear in financial services provision as
well, and holds particular promise for groups that have shown historical difficulty
in becoming banked. These transitions are in nascent and even exploratory stages.
Thus, exemplary operating models have yet to be evidenced or begun to diffuse.
However, some indicators of the promise of what some have called “digital banking”
among minorities generally, and Latinos specifically, include the following:

DEMOGRAPHIC
INDICATORS

• T he percentage of Latinos 18-34 who use a cellular phone grew by 26
percent versus 18 percent for all adults since 2005.19
• Cellphone usage is inversely correlated with age. The relative youth of
the Latino population is a general indicator of the long-term increasing
acceptance of mobile platforms among Latino consumers.20
• However, when analysts control for age, they find that Latino consumers
actually indicate lower cellphone subscription rates than their nonLatino age cohorts.
• This analysis, in turn, requires recognition that fewer Latinos have
cellphone subscriptions (as opposed to prepaid accounts or usage of
a single phone by multiple persons), in part due to the challenges of
meeting cellphone service application requirements (including credit
card accounts). Greater general financial services provision should
buoy the already fast-growing rates of Latino cellphone adoption.
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BEHAVIORAL
INDICATORS

Research indicates that when they have a phone, Latinos are heavier
users of all of the phone’s capabilities than whites. Minorities send more text
messages and make more calls on average than their white counterparts.
• In a study of adults on the perceived benefits and risks of mobile
commerce, Latinos reported a higher than average tendency to be
“mobile confident” indicating their general acceptance of mobile
commerce.21
• One-quarter of all Americans (23 percent) have only a cell phone
available for making calls, and do not have a landline account. Nearly
one-third (30 percent) of Hispanics are cellphone-only users of phone
services.22
• Latino cellphone subscribers talk 27.6 percent more minutes per month
than their white counterparts.23 Latino's usage is only lower than that
of African Americans.
• Once they have a subscription, Latinos are 14 percent more likely to
text message than all cellphone users.24
• Latino cellphone subscribers make and receive 55.6 percent more calls
per day than the average subscriber; and average 14.3 percent more
in monthly billings.25

ENGLISH-SPEAKING
ABILITY AND
NATIVITY

As acknowledged throughout this report, the Latino consumer market is
not monolithic. In addition to cultural differences that may exist between Latino
groups with differing ancestries, marketers should attend to language-skill and
nativity differences. Recent research findings are suggestive of the potential
impact of these factors.
• E nglish-dominant Latino adults are slightly more likely than whites to
own a cellphone (87 percent total usage), compared with 80 percent
of whites (a statistically-significant difference).26
• Overall, eight-in-ten (79 percent) young Latinos say they use a cell
phone, with use greater among the native born than the foreign
born—84 percent versus 70 percent.27
• Native-born young Latinos are 89 percent more likely as immigrant
young Latinos to talk on a cell phone daily.
• English-dominant Latinos have a greater likelihood of using the internet
than bilingual Latinos (13 percent), and Spanish-dominant Latinos
(149 percent).
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One reason financial service providers might be even more likely to
consider mobile platforms for financial services provision is the barriers that
some Latinos have with some traditional methods of transaction (e.g., ATMs),
and the relatively high costs of some other avenues for customer acquisition
(e.g., opening branches in neighborhoods with high concentrations of Latinos).
Even the Latino Community Credit Union (LCCU), while having great success in
penetrating fast-growing Latino markets, has had challenges with encouraging
ATM usage relative to the face-to-face service of tellers (tellers are also more
costly as a means of transaction). Getting consumers to make this transition
became such a challenge that LCCU began to provide individualized instruction
on ATM usage and initiated a raffle with eligibility for the prize dependent upon
using the ATMs.

BARRIERS AND
RELATIVE COSTS OF
OTHER PLATFORMS

While these indicators are promising, technological leaps and growing
usage of mobile platforms are necessary, yet insufficient to fully appreciate
the potential of these market opportunities. Critical knowledge needs to be
developed on what demographic, behavioral and perceptual factors facilitate
or bar the adoption of various mobile platforms. There is precious little research
examining the impact of these factors that likely influence the use of mobile
commerce, or success models that suggest how firms may best utilize them.
Strategies to target specific demographic groups with these services should
utilize the knowledge being developed to link specific consumer needs with
specific mobile services.
Research should focus on how groups that have shown greater incidence
of mobile services usage (e.g., ethnic minorities, youth, women) can be better
serviced through mobile devices in specific product categories. For example,
some groups may be more likely to use informational, depository, or payment
services. A clear set of linkages between specific services and the needs of
target populations with appropriate technological solutions is necessary to trial
and adoption. The field of technological services is littered with examples of fine
technologies that were not adopted because of a failure to carefully analyze
how a technology would impact consumer needs rather than excitement about
the technology itself (e.g., early tablet personal computers introductions, the
Segway personal vehicle).
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A CASE STUDY
DEPOSITORY INSTITUTION
EFFECT ON ROBBERIES
EFFECT ON PROPERTY VALUES
LCCU AND PROPERTY VALUE
EFFECT ON REMITTANCES
THE ECONOMIC PERFORMANCE OF LCCU

A CASE STUDY DEPOSITORY INSTITUTION:
LATINO COMMUNITY CREDIT UNION
Many financial services institutions are pioneering new business models
and products to tap the underserved Latino market across the nation. The
Latino Community Credit Union (LCCU), established in North Carolina in 2000,
is a successful example of such a business model. In a decade of operation,
LCCU has expanded to 10 branches and 53,000 members. In this section, we
use statistical analyses to examine the impact of LCCU on its members and
the North Carolina communities in which the credit union operates. Since the
credit union’s area of operation is within the region, and immediately south of
Virginia, and provides a working model for better Latino financial access, we
feel a deeper examination of this credit union may provide important findings
for financial services providers in the Commonwealth considering the best
means to serve a fast growing local Latino population.

LCCU’s business model includes:
• L ow fees for account ownership
(requiring only $10 to open a savings account)
• Minimum identification requirements
(accepting identification from any country, not just the U.S.)
• Offering most of the financial products desired by its clientele (savings
accounts, checking accounts, money market accounts, several types of
small consumer loans and credit builder loans, remittance services)
• It gives priority to clientele conducting business in Spanish (although
most of the staff also speaks English) which helps their target
customers feel welcome. Making its clientele comfortable might be the
most important reason for LCCU’s success as both our statistical and
qualitative analysis suggest that not feeling welcomed is an important
deterrent for the unbanked population.
While there is substantial interest in understanding the impact of
increasing proportions of the Latino population that are banked, the existing
literature is mainly descriptive in addressing the impact on, for example, the
crime rate. In the literature, there is precious little statistically-based research
which illustrates the effects with potential financial impact figures. To close
this gap in the research, this report first undertakes multivariate analysis based
on openings of LCCU branches to study the effect on reported robberies and
the corresponding effect on home prices. Later, we examine the influence
on remittances of increasing banked Latinos in North Carolina through LCCU.
Finally, we accompany these statistical analyses with a peer group analysis of
other credit unions to examine LCCU’s financial performance.
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EFFECT ON
ROBBERIES

Although we could find a number of academic studies that have analyzed
the effect of crime on property values, this report is the first of our knowledge
to examine the impact of violent crime (i.e., robberies) on the value of real
estate using panel data for North Carolina. As previously noted, unbanked
individuals and households are attractive targets for crime as robbers expect
the unbanked to carry cash, especially on payday.
Undocumented immigrants are particularly targeted by criminals, as
they may be reluctant to report crime to police. Indeed, LCCU’s first branch
in Durham, North Carolina was established in 2000 more to promote safety
than for financial reasons, according to the credit union’s history. “There was
a criminal element that knew that immigrants kept their money at home,
under their mattresses, in coffee cans in the freezer or in boxes in a closet,”
said John Herrera, a Latino community activist at the time and present LCCU
board member, “and they found that it was very easy to invade their homes
and rob them. They knew that immigrants, because they feared the police,
did not report these crimes to the police.”28 By targeting services to the
previously unbanked — possibly substantial numbers of them undocumented
— LCCU makes carrying cash less necessary which in turn makes depositors
less attractive targets for criminals. Less than a year after the opening of
LCCU’s Charlotte branch, the Charlotte-Mecklenberg police announced a 22.6
percent drop in reported armed robberies against Latinos,29 and that figure is
likely underreported due to illegal immigrants’ fears of the Immigration and
Naturalization Service.
One way to statistically assess LCCU’s impact on crime is to compare the
number of reported robberies in the surrounding county before the opening of
a LCCU branch against the reported number a few years later.30 Our statistical
model includes a time-period lag to measure the effects of a branch after two
years of operation because the effect of a new credit union branch on banking
local Latinos would not be instantaneous, and the resulting drop in crime
would happen after the branch is able to penetrate the target population.
This also accounts for the time it takes for customers to open accounts and
build banking habits, and the time it takes for criminals to realize that formerly
profiled targets are less lucrative victims.31
To perform this analysis, we employed a research method known in the
economics literature as the difference-in-difference method, which is described
in the following table. The table shows that in 1999 the number of robberies
in Durham, NC was 1,131. In 2002, two years after the opening of LCCU’s first
office in Durham, the number of robberies declined to 968. That is, over the
three-year analysis period, the number of robberies in Durham declined by
163 in number (a decline of 14 percent). However, recognizing that the decline
might have been because robberies were falling across the entire state of
North Carolina — in which case LCCU would have little impact on the crime
rate — we computed the mean number of robberies for all the counties except
Durham for the same years. Using these other counties as a control group,
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we find average robberies per county increased from 109 to 113 (an increase
of 4) across North Carolina. To obtain the difference-in-difference estimate
in number of robberies, the control group’s results are subtracted from the
difference in number of robberies for Durham. The difference-in-difference
estimate is -167 (-163 – 4) and since the estimate is negative, we conclude that
Durham experienced a decline in robberies from 1999 to 2002 compared to
other counties of North Carolina.

Number of
Robberies:

Treated:
Durham, NC
Control:
Mean of Other
Counties in NC

Before LCCU
Establishment
(1999)

After LCCU
Establishment
(2002)

TABLE 4.1

Difference

1131

968

-163

109

113

4

Difference in
Difference

Decreased Robberies
in Durham Compared
to Other Counties after
LCCU Establishment
Source: TMC staff calculations
using North Carolina Department
of Justice, Number of Robberies

-167

Once the Durham office was stable and had established a market presence,
LCCU began increasing its presence in other North Carolina counties. In 2001,
LCCU opened its second office in Charlotte, Mecklenburg County and a year later
cut the ribbon on its third office in Raleigh, Wake County. In 2003, LCCU opened
its fourth and fifth offices in Greensboro, Guilford County and Fayetteville,
Cumberland County. The difference-in-difference estimate is computed for
each of these counties to assess LCCU’s impact on the number of robberies.
Communities that experienced a LCCU opening after 2007 (Winston-Salem,
Charlotte, and Garner) are not analyzed because crime data is available only
through 2008, which does not allow enough lapsed time for Latinos to build
banking habits and criminals to recognize that potential victims are carrying
less cash. The following table illustrates that all the counties where a LCCU
branch opened, except Guilford, experienced a relative decline in the number
of robberies.
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TABLE 4.2

Effect of LCCU
Establishments
on Robberies
Source: TMC staff calculations
using North Carolina Department
of Justice, Number of Robberies
Control group excludes the counties
that have been “treated” so far. The
treated counties are the ones that experience the establishment of LCCU.

County

LCCU
Established

Comparison
Period

Diff-in-Diff
Estimate

Percent
Change

Durham

June 2000

1999-2002

-167

14.4 %
decrease

Mecklenburg

Oct 2001

2001-2003

-279

9.4 %
decrease

Wake

Nov 2002

2002-2004

-10

1.6 %
decrease

Guilford

June 2003

2002-2005

33

3.1 %
increase

Cumberland

Nov 2003

2003-2005

-99

14.1 %
decrease

These analyses provide a preliminary assessment of the effect of Latinotargeted bank branches and efforts on the number of robberies. However,
it ignores other factors that might influence crime like the number of police
officers. For example, if during the period of analysis, the number of police
officers increased in the counties where LCCU branches opened, then the
decline in the number of robberies cannot be primarily associated with LCCU.
Therefore, we analyzed the number of robberies in a multivariate fixed-effect
regression framework using panel data for the years 1990 to 2008 for each
county in North Carolina. The regressors include Lag of Number of Robberies32,
Number of Sworn Officers per 1000 Residents33 34, Latino Population35 and a
variable that measures the impact of a LCCU branch (also known as a “dummy”
variable). The lag of number of robberies is used because it is assumed that
most criminals active in one year also remain active in future years unless they
are arrested, charged and ultimately incarcerated. The number of sworn police
officers per 1000 residents is utilized in the analysis because increases in the
number of law enforcement agents should deter criminals and, of course, the
size of the Latino population is used to test whether robbers particularly target
Latinos. The branch opening “dummy” variable captures the effect of LCCU’s
opening in various counties. It is inserted in the statistical models for Durham
after the year 2002, Mecklenburg for years 2003 and 2004, Wake after 2002,
Guilford after 2003, and Cumberland after 2003. Elsewhere this variable is zero.
Unlike other counties that experienced a LCCU branch opening, for Mecklenburg
the branch opening variable takes the value of 1 only for two years. This is
because this county experienced a sudden spike in the number of robberies
in the mid-2000s and there is no reason to presume that the establishment of
LCCU in Mecklenburg led to a sudden increase in robberies four years after its
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opening. In addition, we assigned another variable for each county to account
for the unmeasured effects (demographics, social differences, and other
differences) that might account for heterogeneity in frequency of robberies.

FIGURE 4.1
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The results of our statistical model are presented in the graph below.
The multivariate regression has impressive explanatory power; 98 percent of
variation in the number of robberies is explained by variations in the variables
we use in this model. It is interesting to note that the number of Sworn
Officers per 1000 Residents is statistically insignificant, which implies that after
accounting for other factors, differences in the number of police officers do not
significantly influence the number of robberies for North Carolina. The time
Lag in Number of Robberies has a positive sign, as expected, and it is highly
significant. The estimated impact of the Latino Population is positive and highly
significant, implying that criminals may particularly target Latino populations.36
Important to the focus of this analysis, the LCCU branch opening variable has
a negative sign, and it is significant at the 5 percent level, implying that LCCU
branch openings lead to declines in the number of robberies.
FIGURE 4.2
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EFFECT ON
PROPERTY VALUES

We hypothesize that violent crime tends to depress property values. The
process seems to be that households living in proximity to crime desire to
move elsewhere, and those considering purchasing in these areas account for
the potential presence of crime in their bid prices for homes. There has been
substantial prior research on this topic which guides our analysis.37
An important issue to consider is that the effect of property values on
crime is not always clear; an area with higher property values may seem
more attractive to some criminals (assuming that associated transportation
expenses and probability of detection while attempting crime are similar) and
hence higher property value areas might attract higher crime rates. Since any
relationship between crime and property values can only take effect in the
future, this report circumvents some measurement issues by analyzing the
incidence of robberies over time. We feel our lagged method incorporates the
time it takes for increases or decreases in crime rates to influence property
values.
There are several factors that affect the property value, crime presumably
being one. Other key factors include population and expenditures on roads
and public transportation. Increases in population are expected to be
positively correlated with property value. Per-capita income also tends to be
positively correlated with property values as it can provide a sign of greater
residential buying power. Moreover, it also serves as a proxy for categorizing
neighborhoods as per capita income is correlated with other neighborhood
characteristics such as racial composition, employment, and education. Access
to major roadways, and in some cases mass transportation facilities, increases
property values because reduced travel costs allow households to bid up sales
prices. Moreover, public expenditure on roadways and transportation can also
serve as a proxy for other public amenities in the area, like parks, schools, and
libraries.
Thus, our estimation strategy must account for all of these factors
simultaneously. To analyze this impact, we employ what is called a random
effects regression model. This approach involves statistically examining the
yearly Taxable Real Estate Value of the counties of North Carolina from 1990 to
200838 on a number of factors that might influence real estate value: including
lag (prior year) of Number of Robberies, Population39, Per-Capita Income40,
Public Roadway Expenditures41, and a variable capturing the overall trend in
housing values. We used a random effects model because this method allows
us to account for unmeasured differences in each county, and also the variation
between the counties with respect to real estate values. We utilize the lag
(prior year) value of the influence variables because it is expected that property
values will respond to changes in each of these variables with a one year lag
as it takes considerable time — and sometimes money — for households to
contemplate moving and then actually relocate. Therefore, households usually
take considerable time to evaluate their options before relocating.
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The estimates are presented in the following table. All of the variables
we hypothesized are highly statistically significant, and the overall statistical
model has impressive explanatory power; the model accounts for 84 percent
of all variation in property values in North Carolina during the study period.
The analysis indicates that the variables Population, Per-Capita Income, and
Transportation Expenditures positively affect the value of real estate (with a
one year lag), while the number of robberies depresses the value of real estate
(with a one year lag). Controlling for all the factors, the overall trend for real
estate values in North Carolina during the study period is negative.
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FIGURE 4.3
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The above findings indicate that the LCCU establishment in NC counties led
to declines in robberies (following the establishment of LCCU, the number of
robberies declined by 57 annually, which is about 4.2 percent of the average
number of robberies per year for the counties in which LCCU established
branch locations for the period from 2001 to 2008). In addition, the analysis
implies that LCCU branch openings positively contributed to the appreciation
of property values in proximal neighborhoods. Taken together, the prior two
regression results on robberies and property value strongly suggest that by
2008, LCCU establishments apparently had contributed to the appreciation of
$9.8 billion in taxable real estate value. Decreased incidence of robbery resulted
in a nearly 3.8 percent of the total increase in property value for the counties
in which LCCU established branches from 2001 to 2008. These findings imply
that explicitly targeting the unbanked for service not only benefits the actual
unbanked household, but also law enforcement, and the community at large.
The general population benefits directly through higher property values.

LCCU AND
PROPERTY VALUE

Remittances are monies that immigrants send back to their home countries
— typically to support family members, build savings, invest in a business, or
repay debt. While most remittances are relatively small sums of money, a few
hundred dollars, they are a major component of the international flow of funds
because of the large number of remitters and the frequency with which they
send monies. The 2008 Survey of Remittances from the United States to Latin
America, conducted by Inter-American Development Bank, estimates that the
total amount of remittances sent to Latin America from the U.S. was $45.9
billion in 2008.42 The estimated amount of remittances from each state to Latin
America is illustrated in the graph below. Both Virginia and North Carolina sent
more than $1 billion to Latin America in 2008.

EFFECT ON
REMITTANCES
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FIGURE 4.4
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Source: 2008 Survey of Remittances
from the United States to Latin America, Inter-American Development Bank
http://idbdocs.iadb.org/wsdocs/
getdocument.aspx?docnum=1418521
(Accessed November 23, 2010)

Although there is no conclusive data, savings apparently constitute an
important reason for consumers who purchase remittances as some immigrants
believe it is unsafe to keep money as cash on hand in the U.S.43 However, when
Latinos have a relationship with a depository institution, they may choose to
save money locally because doing so will provide them with more control over
their funds. In addition, they will not bear the cost of remitting funds, and they
avoid exchange rate risks in the event they need to bring money back to the U.S.
Thus, we anticipate that increasing the proportion of banked Latinos may lead
to a decline in remittances from the U.S.
Ideally, to assess the impact of LCCU on remittances we would like to study
the remittance behavior at the county level before and after the establishment
of each branch of LCCU, like our prior analysis of LCCU’s effect on the number
of robberies. However, due to lack of relevant available data such analysis is
not possible. Instead, we analyze state level remittance data available from
Inter-American Development Bank, which is unfortunately only available for
years 2004, 2006, and 2008.44 Our limitation is that use of this data means
we can only evaluate the impact of the LCCU branches that were established
in 2003 in Greensboro, Guilford County and Fayetteville, Cumberland County.
We treat 2004 as the year before these branch offices became effective. This
is a safe assumption because building banking habits among new members is
time consuming, as is making them aware of LCCU’s remittance services. Year
2006 is the specific year of statistical interest since it is the year after the LCCU
branches became effective in Greensboro and Fayetteville, and the impact of
these branch openings on remittances can, therefore, be statistically analyzed.
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The following table illustrates that for North Carolina in 2004 the average
amount of remittances per Latin American immigrant was $2,864, which grew to
$3,245 in 2006. That is an increase of $381 over two years. However, we need to
make a comparative analysis of this increase with other, similar remitting states
– using a control group. Our control group is composed of Virginia, Georgia, and
Florida as all these Southeastern states remitted more than $500 million in 2004,
while North Carolina’s total remittance for 2004 were $833 million. In the same
two years, the mean of per Latin American immigrant remittance for the control
group rose from $2,259 to $3,154, an increase of $895. Subtracting the increase
in average remittances of the control group from the increase experienced
by North Carolina, we obtain –$514 (=$381 - $895). This is the difference-indifference estimate we used in an earlier analysis and since it is negative the
average amount of remittances per Latin American immigrant declined in North
Carolina between 2004 and 2006 compared to the control group.

Average
amount sent
per Latin
American
immigrant

2004, Before
LCCU 2003
branches
became
effective

2006, After
LCCU 2003
branches
became
effective

Treated:
North Carolina

$2864

$3245

Control:
Virginia

$2671

$3486

Control:
Georgia

$2743

$3727

Control:
Florida

$1363

$2250

Mean of
Controls

$2259

$3154

Difference in
Difference

Difference

$381

TABLE 4.3

Remittances Declined
in NC Compared to
Control Group After
LCCU 2003 Branches
Became Effective
Source: Survey of Remittances from
the United States to Latin America,
Inter-American Development Bank

$895
-(514)

The analysis above does not account for other factors that influence
remittances, which requires multivariate research for the period under
consideration. There is a lack of data over a broad period of time on remittances
at the state or county level and, since a multivariate study is not possible, we
conducted a check on the above analysis. The check involves exploring whether
the above phenomenon exists in remittance behavior in other time periods.
If so, we will observe the difference-in-difference estimate with a same sign.
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Therefore, we computed difference-in-difference estimate for the years 2006
and 2008 during which period no new branches of LCCU were established that
also allowed time for building banking habits. The estimate for this period
is positive, $372, which implies that there is no “set” phenomenon in the
remittance behavior of North Carolina compared to the control group.

Latino Customers
We hypothesize that once the cash reserves of Latino households are
safely stored in depository accounts, not only do robbers and burglars have
less incentive for crime, depository clients apparently send their remittances
through financial institutions where it is more easily tracked and recorded.
Remittances, as the LCCU data below illustrates, furthermore, fall as the
economy sours – an expected phenomenon – but since LCCU deposits have
almost doubled since the recession began, Latinos are keeping money in their
U.S. accounts, for precautionary reasons in a weakened economy.
FIGURE 4.5
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Among the respondents to our field work* with a representative set of
Virginia’s Latinos, slightly more than half reported remitting money to support
family in Latin American countries and about three quarters said that opening
a U.S. account would not change the amount they regularly remitted. However,
another study from the University of Houston45 indicates that access to local
savings would decrease remittances among migrants who believe that homecountry recipients were not abiding by the migrant’s wishes. Latino remittances,
however, appear to be a long-term behavior and will likely change slowly. A
2009 Gallup46 survey found that half of all Latino immigrants who have been in
the United States six years or less sent remittances to their home countries but
even at two decades that percentage (48 percent) had barely budged. Some 34
percent of Latino immigrants who have been here over 20 years are still sending
money “home” and one in five U.S.-born Latinos still sends dollars overseas.

FIGURE 4.7
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A Latino might enter a traditional banking institution and be stunned by the
cost of a “wire transfer” without recognizing that he’s actually seeking an “easy
send†”, “safe send‡” or “debit card.” Often bankers, due to the Latino’s desire
for instantaneous transfer, fail to recognize long-term, multiple possibilities
and suggest the flat rate wire transfer with a fee of about $40 (in addition,
most banks require individuals to have a bank account to make wire transfers)
which is immensely expensive compared to about $14 that MoneyGram
charges for small dollar amounts of wire transfers as illustrated in the graph
below — the average remittance is $325 about 15 times a year, according to
the Inter-American Development Bank. Alternatively, the banker may suggest a
“certified check” or “money order” which has the issue of mailing to the home
country, and therefore, eliminates one value for the Latino — instant access to
the funds in his or her home country.
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Percent of Latinos
Sending Remittances
by Years of Living in
the U.S.
Source: Torres, Gerver, Brett
Pelham and Steve Crabtree “Half
of New Latino Immigrants to U.S.
Send Money Abroad” Gallup
Social and Economic Analysis
http://www.galllup.com/poll, September
22, 2009. (Accessed 07/05/2010)

* In addition to our statistical
analysis of public data, we also
sought individual level surveys.
For details see endnote 63.
† Offered by BB&T to send money
to most Latin American Countries.
Initial set up cost is $5, and it allows
$25 to $2500 to be remitted.
‡ Offered by Bank of America
to send money to Mexico
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However, once a Latino internalizes the apparent high expense of “wires”
or impracticality of “certified checks,” he or she rarely returns to bank lobbies
and the opportunity to engage in long-term banking practices is lost. Our
analyses suggest that the banking institution that successfully communicates
the benefits involved in sending debit cards to family members in the home
country, which makes subsequent transfers instantaneous and saves the Latino
check cashing charges in the U.S., would reap significant future deposits. The
debit card, in addition to making the remittance cheap for the Latino, also
allows the person in the home country many additional locations for collecting
remitted funds.
FIGURE 4.8
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Another obstacle of remitting with banks is that remittance receipt of funds
for family members abroad requires a bank or ATM location for the recipient to
collect the funds. This is a problem in many areas as banks may not be nearby,
are not always open during convenient times in foreign countries and may not
have relationships with U.S. banks sufficient to conduct such a transaction.
As one of the person we talked to recalled, “My husband and I have Bank of
America accounts in the U.S. and accounts at Banco Costa Rica in Costa Rica.
Bank of America does not operate in Costa Rica or have a relationship with
Banco Costa Rica or with Credito Financio (the two banks located in Buenos
Aires Costa Rica where we frequently visit and send money). For this reason
my credit and debit cards do not work in the ATMs associated with these
two institutions, nor can I quickly and easily transfer funds between the two
institutions. Both institutions are only open to the public between 10 and 2pm
Mon-Fri. However immediately across the street from the Banco de Costa Rica
is a local la Tienda with remittance receipt service open until 6pm daily (except
Sunday). This is where we send money to family members when it is necessary
to do so.”
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This analysis suggests that easier bank access for Virginia Latinos should
lead to a decline in the out-flow of funds in the form of remittances because it
is in the individual immigrant’s best interest to keep the money handy in the
U.S. Moreover, keeping these dollars within this country is beneficial to the
nation as the money can be used domestically. Furthermore, if the funds are
held in Virginia’s banking system, they create loans and multiply funds through
the “money multiplier” effect.
LCCU was established in 2000 to serve primarily the Latino community
in North Carolina and has experienced a rapid expansion in membership and
number of branches. Its business model includes a low minimum balance (only
$10 to open a savings account) and acceptance of photo identification cards
from any country. U.S. identification is not necessary, although a social security
number or tax identification number is required to earn interest on deposits.
In addition, the credit union provides a number of financial services desired
by average Latino households such as deposit accounts, small loans and
remittance services. This institution may be beneficial to low-income members
and even to the greater community, but has it been successful in terms of
financial performance? This question is important because if the institution
is not financially viable and cannot continue without external help, then the
business community is unlikely to adopt its model. However, if LCCU’s business
model is economically-promising then Virginia’s financial service providers
might learn from and adopt appropriate elements of their model.

THE ECONOMIC
PERFORMANCE
OF LCCU

To examine the progress and financial health of LCCU we selected a peer
group of credit unions established in 2000. Besides five peer credit unions
opened in 2000,47 our peer group also includes Crow Wing Power CU, although
it was established in 1999, because its capital was similar to the amount of
capital LCCU opened with in 2000 (units are in thousands of USD except for
ratios or where otherwise noted).48 Furthermore, we excluded Brooklyn
Cooperative FCU, although it was established in 2000, because its location in
the center of one of the nation’s highest income areas (New York City) makes
it unfit for comparison with the other credit unions, all of which are in smaller,
financially less intensive areas.
FIGURE 4.9
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The following figure illustrates that LCCU experienced impressive growth
between 2001 and 2009 in key financial variables including assets, liabilities,
loans and deposits when compared to the peer group of CUs. This analysis
suggests that LCCU has been successful in expanding financially compared to
its peers in spite of primarily low-income, minority members. According to
LCCU’s Impact Statement, 97 percent of its 53,000 members are low income
and minority, and 75 percent had no banking experience prior to joining the
credit union.
Since LCCU members have low incomes, it is essential to understand
whether LCCU is able to generate income from these members. The following
figure illustrates that LCCU is the second highest among the seven peer
institutions in generating income and producing margin gains.
FIGURE 4.10
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Another important concern is that low-income populations are often associated
with high default rates and credit risks. Therefore, we addressed whether LCCU is
exposed to higher risk compared to its peers based on the ratio of nonperforming
assets against loans, and provision of loan loss against loans. These two LCCU risk ratios
are clearly not the highest among the credit unions analyzed. For example, LCCU at
2.85 percent non-performing loans is performing much better than New Mount Zion
Baptist Church, at 12.62 percent, but worse than Crow Wing Power Company at 0.13
percent. Therefore, one conclusion is that LCCU is not overly exposed to default risk
compared to its peers. The figure also illustrates several ratios of profitability (return
on assets, total interest income divided by assets, and operating income return on
investment) that describe LCCU as performing well compared to its peer group.
To statistically test whether the overall financial growth of LCCU is
comparable to its peers we employ a statistical analysis49 for several variables
related to our peer credit unions50 from 2000 to 2009. The linear regression
analysis includes a variable for LCCU, and this variable is statistically interacted
with a variable which measures time elapsed since founding. If the coefficient
on this interaction term (LCCU*Time) is statistically significantly different from
zero, then LCCU experienced a different rate of growth than its peers. However,
the coefficient on interaction term is insignificant for financial variables, and
hence regression estimates are not reported. The regression results to analyze
member growth are reported in figure 4.12.
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FIGURE 4.11
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The statistical results illustrate that LCCU registered a higher rate of growth
in terms of the membership, as the interaction term (LCCU*Time) is positive
and significant at 5 percent level. Similar analysis for the other variables —
deposits, loans, assets, liabilities, operating income, net margin, net interest
margin, fee income, and non-performing loans — did not result in significant
interaction term (LCCU*Time), implying the growth of these variables for LCCU
was not different from its peers.
In terms of growing membership, LCCU increased by 51 percent annually,
roughly four times the growth of the other institutions. Obviously, this plus
LCCU’s offerings of financial literacy courses in Spanish to 11,000 North Carolina
Latinos, indicates that the credit union is performing the social, and financial,
function of introducing banking to significant numbers. Even excluding the rapid
growth in membership and, therefore, the potential for future effect, from the
analysis above, we can conclude that LCCU has experienced business growth
that is at least comparable to its peers. It is making average profits, is not overly
exposed to default risk and is adding members at the fastest rate among the
credit unions. Therefore, we conclude that LCCU has successfully implemented
a model for conducting business with low-income Latino individuals and
provides a solid example to the business community for helping minority lowincome groups while also generating profits.
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VARYING RELATIONSHIPS
WITH FINANCIAL SERVICE FIRMS
A knowledgeable, sustained relationship through
basic depository accounts (e.g., checking, savings
accounts and debit cards) provides safe and secure
on-demand access to personal funds, and the
certainty, through FDIC insurance and the National
Credit Union Share Insurance Fund (NCUSIF), that
savings will be available in the future.
Without such a relationship, individuals transact on a cash basis in daily
life, and thus face greater threat of losing their assets through theft or robbery.
Some consumers, especially immigrants, send the money they intend for savings
to family members and friends overseas through remittances. It is possible
that a substantial portion of aggregate remittances leaving the U.S. is due to
a prevailing belief that it unsafe to keep cash on hand in the U.S., and that
alternative ways to secure income seem unavailable. Many of those sending
cash to other nations do so because these locations are perceived to be “safer,”
they may also face exchange rate losses when their “saved” cash is transferred
back to the U.S., and they often pay substantial cumulative transaction fees
incurred through the process of international transfer. Increasing the portion
of Latinos that place savings in institutions based in the U.S. may decrease
remittances to home countries, saving substantial amounts in transaction fees
for their often relatively low-income households.
In 2009, the Federal Deposit Insurance Corporation (FDIC) sponsored a
special supplement to the U.S. Census Bureau’s Current Population Survey (CPS).
Nearly 50,000 households participated in the survey, designed to collect data
on the size, scope and composition of the banking status of the U.S. population.
In the remainder of this report, we will follow the lead of the FDIC and use the
terms “banked”, “unbanked”, and “underbanked” to describe various types of
relationships households have with financial services providers. First, by banked,
we indicate households where at least one adult person currently has a checking or
savings account. Second, unbanked, indicates households where none of the adults
in the household have such an account. Third, by underbanked we follow the FDIC
and categorize households in which at least one of the adults in the household
has a checking or savings account, but the household tends to rely on Alternative
Financial Services Providers (AFSPs) for some of their financial services needs.
Under these definitions, underbanked households tend to seek services from nondepository institutions for their needs like non-bank money orders, remittances to
international locations, payday loans, check cashing, and even pawnshops.
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According to the FDIC, an estimated 7.7 percent of U.S. households (9.1
million) are entirely unbanked. On average each of these households has an
annual income of $18,600, which implies there is an estimated $169 billion
in income that does not currently enter the nation’s banking system. Some
$52 billion of these dollars are earned by the 2.5 million unbanked Latino
households nationwide (on average earning $20,800 per year).
Analysis of FDIC data indicates that about 35.5 percent of all U.S. households
are underbanked, yet there are substantial differences across various
demographic groups (e.g., age, educational attainment, race). For example,
nationally nearly 43.2 percent of Latino households are underbanked. Given
the generally larger size of Latino households and the average greater presence
of children and working-age adults in Latino households, the incidence of
unbanked and underbanked Latino individuals is likely substantially greater
than these estimates. The methodology employed by FDIC was to count a
household as “banked” if at least one adult in the household held a checking or
savings account. Thus, other working-age adult members of the household did
not have to have an account to be counted as banked.
Moving greater proportions of the population to the banked from the
unbanked and underbanked categories, is a goal of many policymakers.51
However, achieving this transition is more complicated in practice than in
theory. In the remainder of this section, we examine factors that may influence
whether a household is banked, unbanked, or underbanked.
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FIGURE 6.1
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As this map indicates, the Southern regions of the U.S. have the greatest
proportion of unbanked households. In order to better understand the factors
that may influence the banking status of households, we next analyze a set
of factors that may influence banking status using a multivariate logistical
regression model. In this statistical model, we examine a number of factors to
determine their degree of influence on whether a household has at least one
adult member holding an account in a depository institution.
Past research has revealed that whether a household member holds
a depository bank account is influenced by several factors.52 We review a
substantial body of these below, including U.S. citizenship, race, years of
education, age, level of income, English proficiency, convenience of banks (in
terms of operational hours, locations, and attitudes towards customers), the
costs of owning a bank account, the services financial institutions offer other
than checking and savings accounts, the documentation required to open
accounts, and whether potential customers recognize an account’s benefits.
After our review of these influential factors, we utilize logistic regression to
determine the degree of separate and unique influence of each of these factors
(also known as likelihood) on whether a household has a single adult member
with a depository account.
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U.S. citizenship
The gap in banking status between households headed by non-U.S. citizens
and U.S. citizens is striking. At the national level, over one fifth of non-U.S.
citizens do not hold an account in a depository institution (e.g., bank or credit
union), while 7 percent of citizens do not have a checking or saving account.
Within the Commonwealth of Virginia, the respective percentages are 25
percent and 4 percent as shown in the chart below. It appears that U.S. citizens
are also less likely to close their accounts after opening them (called account
exit) when compared to non-citizens. At the national level, the exit rate for noncitizens is 4 percent while it is 3 percent for citizens. For Virginia, the respective
exit rates are 2 percent and 1 percent.
FIGURE 6.2
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Racial groups53
When we examine racial groups, we find that in general, minority
households are less likely to have a bank account than majority households
(i.e., white households). At the national level, black households are the
least likely to have a depository checking or savings account (22 percent of
black households are unbanked). Latinos also have high rates of unbanked
households (19.3 percent). However, in Virginia, a larger percentage of Latinos
are unbanked (28.1 percent) when compared to blacks (9.4 percent). At the
national level, the exit rate for blacks is 9.2 percent, while it is 4.9 percent for
Latinos, and in Virginia, the respective exit percentages are virtually identical,
3.6 percent and 3.1 percent. White households are least likely to be unbanked.
At the national level about 3.3 percent of white U.S. households are unbanked
with the Virginia percentage being 2.5. Exit rates for white households are 1.8
percent for the nation and 0.8 percent for Virginia.
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Educational attainment
Increasing levels of educational attainment has been shown to be associated
with having a depository account, and it is hypothesized that education aids
potential customers in understanding account features, fee structures and
perhaps navigating the necessary paperwork in setting up and monitoring an
account. A failure to understand completely the features of an account might
lead an existing account holder to experience unexpected fees, penalties or
overdraft charges which may in turn influence the customer toward closing
his or her bank account (and turn to AFSPs for their needs). The composition
of unbanked households by their educational attainment seems to bear out
these views. Nationally, about one-quarter of unbanked household heads do
not hold a high school diploma or GED (24.5 percent), while a relatively tiny 1.2
percent of unbanked household heads have college degrees. The graph below
illustrates that the proportion of unbanked households declines with increases
in years of education.
FIGURE 6.4
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Age
Advancing age is associated with a greater likelihood of having a depository
checking or savings account. As an individual’s age increases, he or she will
tend to increase income levels through employment, accumulate possessions,
and may develop an increased understanding of financial opportunities and
the need for wealth management. These “life stage factors” may increase the
need for a depository account for current and future financial needs. Again, the
composition of the unbanked appears to support this thinking. At the national
level, younger householders, between the age of 15 and 24, are the most likely
to be unbanked (16.2 percent). This tendency declines up the age continuum,
with only 4.1 percent of householders over the age of 55 unbanked.
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FIGURE 6.5
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Income
The proportion of unbanked households declines with increased income.
About 27 percent of U.S. households making less than $15,000 a year are
unbanked, while those making more than $50,000 are much more likely to
have a bank account; only 0.7 percent are unbanked. It is hypothesized that
households with more wealth have a greater desire to find means to secure
and save disposable income and are resistant to carrying cash. There may
also be benefits of having accounts in managing and budgeting income and
expenditures that households with greater incomes recognize.
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The costs of holding a bank account
If householders believe owning a bank account is expensive, they might be
deterred from having one, or be quicker to close their account. If consumers
perceive that fees associated with having a checking or savings account are too
high, they may be less likely to have an account. These perceived fees could
include features such as minimum balance requirements, service charges, or
overdraft fees. The perception of 58.5 percent of unbanked U.S. households is
that bank accounts are expensive while almost 40 percent of unbanked Virginia
households hold similar beliefs.

Personal reasons for not having a bank account
Household heads might have personal concerns about depository
institutions or financial products that influence their desire to hold an account.
For example, consumers might believe they do not write enough checks
to make an account worthwhile, may have concerns about their ability to
knowledgeably open and manage a bank account, or even have anxiety about
balancing a checkbook. The FDIC survey determined that nearly one-third (33
percent) of unbanked in U.S. and Virginia households offered these “personal
concern” reasons for not holding a depository checking or savings account.

Perception of inconvenience
Most banks are open for operation the same hours as the regular working
hours of its customers. Therefore, by the time many potential customers
leave the work site, bank branches may be closed for the day. Customers with
work schedules that do not permit leaving during the day to transact business
may feel a barrier to accessing desired services. Banks are also considered
inconvenient if the bank is located far from the customer’s place of business
or home, or if the customer suspects discrimination by the bank staff. About
15 percent of unbanked U.S. households find banks to be inconvenient and 19
percent of Virginia unbanked households find banks inconvenient.

Perceptions of insecurity
Some U.S. and Virginia householders may perceive that their personal
assets are not secure within a bank. This is especially true of immigrants who
often come from nations where bank insolvency is more common, or where
deposit insurance is not widespread. Immigrants may also mistakenly believe
that they will lose access to banked funds when their documentation expires
or that funds in their accounts will be liquidated if they are deported. About
7 percent of unbanked U.S. households, and 9 percent of Virginia unbanked
households report distrust of depository institutions.

Perception of excessive required documentation
Some immigrant households may be concerned about proper
documentation, which might dissuade them from opening a bank account.
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They may fear that if they cannot produce valid immigration papers at a bank,
their ability to stay in the United States may be jeopardized. Although Mexican
immigrants can use a Matricula Consular card to open bank accounts, the
card may be less available to Mexican immigrants living far from a consular
office. Moreover, not all countries issue similar documentation. At the national
level about 6 percent of the unbanked U.S. households reported that lack of
documentation restricted their access to banking, while lack of documentation
was a concern of 6.3 percent of Virginia unbanked households.

Perception of language barriers
The United States Government Accountability Office (GAO) found that lack
of proficiency in English can create substantial barriers for conducting everyday
financial affairs.54 If a financial institution’s signage, advertising, ATM prompts,
and necessary paperwork are mostly in English, it could be intimidating for
customers who have difficulty transacting business in English. Challenges
arise for many immigrants, even if they have reasonable English skills, when
completing applications and documents written in technical, legalistic language
and even in resolving or avoiding problems when English is the operating
language of both bank staff and most financial documents. At the national level,
4.3 percent of unbanked householders report that language poses a barrier to
accessing banking services, but in Virginia one in ten unbanked households
report language barriers as discouraging them from using what have been
termed Traditional Financial Service Providers (TFSP).

Hispanic Outsearch Forum and Law
Enforcement Workshop, 2004
http://www.ftc.gov/reports/hispanicoutreach/
hispanicoutreach.pdf; Consumer finance:
Factors Affecting the Finanical Literacy of
Individuals with Limited English Proficiency
United States Government
Accountability Office, May 2010

The Federal Trade Commission and immigrant
advocacy organizations have noted that some
populations with limited English language skills may
be more susceptible to fraudulent and predatory
practices.

Perception that TFSP lack desired services
Some households report dissatisfaction with the services offered by banks
and thus patronize alternative financial service providers; for example, their
bank not offering instant check-cashing services, taking too long to clear
checks, higher wire transfer fees compared to services from MoneyGram for
small amount of transfers. At the national level about 4.9 percent of the U.S.
households feel dissatisfied with bank services. However, the FDIC survey
found so few unbanked Virginia householders expressing dissatisfaction with
bank services that they statistically fail to exist.
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FIGURE 6.7
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To test the separate and unique influence of each of these factors, we
employed a multivariate logistic regression,55 which indicates the degree of
likelihood that each factor would influence whether a household did or did
not have a single adult member who held a depository checking or savings
account. We present the results of this statistical analysis in the graph below.
The sign on the estimates are as we hypothesized above and the demographic
factors are all significant at the 5 percent level.

Virginia
Source: TMC staff calculations
using FDIC-CPS Jan 2009

TEST OF INFLUENCE
OF INDIVIDUAL
FACTORS

In terms of race, the results indicate that blacks are least likely to own
a bank account (a coefficient of -0.46), followed by Latinos (a coefficient of
-0.40), while whites are more likely to own a bank account (coefficient of 0.92).
Income is positively associated with bank account ownership and is highly
statistically significant although its impact is modest as its coefficient is 0.00006.
Increases in age contribute to higher likelihood of bank account ownership; its
coefficient is 0.028. Similarly, increases in years of education encourage bank
account ownership; its coefficient is 0.15. U.S. citizenship also promotes bank
account ownership with a coefficient of 0.28. The magnitude of the latter two
variables, education and U.S. citizenship, is substantially large (as they have
larger coefficients) in comparison to the demographic variables other than the
race variables.
Only two of the perceptual barriers to holding bank accounts are shown
to be statistically significant in the multivariate statistical analysis (at the 5
percent level). Inconvenience in terms of bank location, hours of operation,
and/or unwelcoming attitude greatly discourages bank access with a coefficient
of -23.69 and is significant. Personal reasons for not wanting a bank account,
like not writing enough checks to make a bank account worthwhile, lack of
knowledge about how to open a bank account, or lack of ability to balance a
check book, are also found to influence whether a household had a single adult
with a depository checking or savings account. The personal reason coefficient
is -20.34 and is significant.
There has been considerable popular discussion about the challenges of
documentation and language barriers for Latinos and immigrants.56 Therefore,
to explore whether Latinos in particular face these challenges, we performed
two additional analyses examining whether language or documentation are
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barriers for Latino financial services consumers, net of other factors. Our
analyses do not indicate that these challenges are preventing Latinos from
holding depository checking or savings accounts when the influence of these
factors are examined concurrently with other factors.
FIGURE 6.7
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Explanation of Factors
Bank is Inconvenient - bank is too far, inconvenient hours, or not welcoming
Bank is Expensive - minimum balance requirement are too high, service charges are too high, do not
have enough money to need a bank account, bounced too many checks or had too many overdrafts
Important Services not Offered - no check cashing, or takes too long to clear checks
Personal Reasons - do not want it, do not write enough checks, do not
know how to open bank account or cannot balance check book

FACTORS
INFLUENCING
CLOSING
AN ACCOUNT

The previous statistical analysis showed that demographic and perceptual
factors influence the likelihood of having a depository bank account. Since this
analysis focuses on those who do not presently have a bank account, some
of the surveyed reasons may be only perceptions. That is, the responses of
survey participants might not be accurate reflections of what is offered by
depository institutions. Fortunately, the FDIC data has a set of respondents
that do not currently hold an account, but did at one point. Our notion is that
in this analysis of those who have made exits from accounts altogether the
decision to close a bank account and render oneself unbanked must be driven
to a relatively greater degree by experience, and a lesser degree of perception.
Again, we will employ logistic regression showing the influence of each factor
on the households’ decisions to close their bank accounts.
The estimates, shown in the chart below, illustrate that the effect of
demographics in closing accounts is similar to that in the prior analysis. Whites
are least likely to close an account while blacks are most likely, with Latinos
in between in their likelihood. The older, more educated, and richer are less
likely to close a bank account. Unlike in the previous regression, however, U.S.
citizens are more likely than non-citizens to close an account, which may be
due to the fact that more U.S. citizens own bank accounts compared to non-
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U.S. citizens. All the demographic coefficients are significant at the 1 percent
level. Two perceptual factors showed statistical influence after accounting for
other factors: both “Bank is Inconvenient” and “Bank Doesn’t Offer Important
Services” were significant at the 1 and 10 percent levels of significance
respectively.
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Our statistical analysis of FDIC data on the unbanked and those who
decided to close their accounts, suggests that unbanked households are
deterred from patronizing banks because they find banks to be inconvenient
(in terms of location and hours of operation) and not welcoming. In addition,
many individuals believe banks do not offer enough desired quality services,
and some of the unbanked sense they do not need a bank account. In the next
section, we discuss our analysis of the clientele of AFSPs.
Alternative financial service providers (AFSP), defined as vendors
offering financial services other than depository institutions, like non-bank
money orders, check cashing centers, payday lenders and pawnshops,
are popular in the U.S. About 35.5 percent of U.S. households patronize
these businesses, according to the CPS January 2009 supplement. Among
AFSP customers, the most popular single product used by 30 percent of
U.S. households is the non-bank money order, followed by check cashing
centers used by 10.6 percent of U.S. households. Non-bank credit products
are less popular compared to non-bank transaction products. Only about
6 percent of U.S. households use pawnshops, and about 4 percent of U.S.
households use payday lenders – and, as we found in our analysis, neither
is heavily patronized by Latinos. In the Commonwealth of Virginia, about
31.6 percent of Virginia’s households report using an AFSP as opposed to a
TFSP. In Virginia, like the rest of the nation, non-bank transaction products
are more popular compared to non-bank credit products. Non-bank money
orders are used by 26.4 percent of Virginia’s households, check cashing
centers are used by 9.3 percent, pawnshops are patronized by 3.4, and
4 percent use payday lenders. The proportion of households using these
services for each state is illustrated in the following five graphs.
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FIGURE 6.9

Percent of Households
Using AFSPs by State
40.4% - 48.2%
36.9% - 40.3%
32.4% - 36.8%
28.9% - 32.3%
24.3% - 28.8%
Source: TMC staff calculations
using FDIC-CPS Jan 2009

FIGURE 6.10

Percent of Households
Buying Non-Bank
Money Orders
37.4% - 41.4%
32.1% - 37.3%
27.4% - 32.0%
24% - 27.3%
20.0% - 23.9%
Source: TMC staff calculations
using FDIC-CPS Jan 2009
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FIGURE 6.11

Percent of Households
Using Check Cashing
Services
12.2% - 15.1%
10.7% - 12.1%
8.8% - 10.6%
5.7% - 8.7%
4.8% - 5.6%
Source: TMC staff calculations
using FDIC-CPS Jan 2009

FIGURE 6.12

Percent of Households
Using Pawn Shops
8.5% - 13.2%
6.6% - 8.4%
5.2% - 6.5%
3.5% - 5.1%
1.6% - 3.4%
Source: TMC staff calculations
using FDIC-CPS Jan 2009
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FIGURE 6.13

Percent of Households
Using Payday Lenders
5.7% - 7.8%
4.3% - 5.6%
3.1% - 4.2%
1.8% - 3.0%
0.2% - 1.7%
Source: TMC staff calculations
using FDIC-CPS Jan 2009

The FDIC survey provides an opportunity to analyze the factors that
influence usage of AFSPs. AFSP patronage varies across socioeconomic and
demographic characteristics, including citizenship status, ethnicity, education,
age, income, and English language proficiency, is are driven by perceptions
of the product features and services offered by AFSPs when compared with
depository institutions. These perceptual influences (which may or may not
be accurate), include cost, anonymity, documentation requirements, minimum
balance requirements, hours of operation, and convenient locations. In
addition, hard-to-quantify elements like the “culture” or “feel” of any financial
institution, whether bank, credit union or AFSP, determine how welcoming and
familiar customers’ experience of an institution may be, which may influence
their decisions about which institutions to patronize. In order to analyze the
factors affecting decisions to patronize alternative financial services providers,
we present the incidence of household usage of AFSP services by their
socioeconomic and demographic characteristics, and then undertake another
multivariate logistic regression analysis to examine the individual and unique
influence of each factor on usage of AFSPs.

Citizenship
AFSPs are equally popular among U.S. citizen and non-U.S. citizen household
heads. About 36 percent of U.S. citizen and non-citizen households patronize
AFSPs. Among AFSP services, money orders are used to a slightly greater degree
among non-citizen households (32 percent, compared to 30 percent among U.S.
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citizens). Check-cashing services also tend to have greater incidence of usage
among non-U.S. citizen householders, 15.5 percent, compared to 10.3 percent
of U.S. citizen householders. However, non-bank credit products, pawnshops
and payday lenders, tend to have a greater incidence of usage among citizen
householders. Only 2.8 and 2.3 percent of non-U.S. citizen householders use
pawnshops and payday lenders respectively, compared to 6.2 and 3.8 percent
of U.S. citizen householders.
40
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Payday Lenders

Virginia exhibits a similar behavioral pattern between non-U.S. citizen and
U.S. citizen householders towards AFSPs — about one-third of both citizen
and non-citizen householders use AFPS. Non-bank money orders are utilized
by 30.4 percent of non-U.S. citizen Virginia householders while 26.1 percent
of U.S. citizen householders employ their services. Check cashing centers are
used by 27.8 percent of non-U.S. citizen householders in Virginia, while only
8.2 percent of the U.S. citizen householders utilize this service. So few non-U.S.
citizen householders in Virginia patronize pawnshops and payday lenders that
the FDIC-Current Population Survey was unable to statistically identify them.
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Incidence by racial group
In the U.S., usage of AFSPs is highest among black households (55 percent)
followed by Latino households (43 percent), and then white households (32
percent). Non-bank transaction products, money orders, and check cashers,
are more popular compared to non-bank credit products, pawn shops and
payday lenders. Money orders are utilized by 48 percent of black households,
37 percent of Latino households, and 26 percent of white households. Check
cashers are patronized by 20 percent of black households, 17 percent of Latino
households, and 8 percent of white households. Pawn shops are used by 9
percent of black households and 6 percent of Latino and white households.
Payday lenders are used by 8 percent of black households, 4 percent of Latino
households, and 3 percent of white households.
FIGURE 6.16
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In Virginia, AFSPs are used by about 48 percent of black and Latino
households, while 28 percent of white households utilize these services.
In contrast to the national estimates, in Virginia money order and check
cashing providers are more popular among Latino households, 47 percent
and 35 percent respectively, compared to blacks, 41 percent and 15 percent
respectively, while proportion of whites using these services is 23 percent and
7 percent respectively. About 5 percent of black households use pawn shops
compared to 3 percent of white households, and about 13 percent of black
households use payday lenders compared to 2 percent of white households. So
few Latino householders in Virginia patronize pawnshops and payday lenders,
that the FDIC-Current Population Survey was unable to statistically identify
them.
FIGURE 6.17
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Remittance to Latin America
The Inter-American Development Bank puts the annual international
outflow of funds from Virginia’s Latino households at $1.02 billion.57 It is
important to note that not all remittance payments leave the country through
cash-to-cash money-orders. Remittances can be completed through both debit
and credit cards, stored value cards, IrNet transfers from American credit unions
and – if both sender and recipient hold a bank account – account-to-account
transfers or dual ATM cards. Latinos, it appears, tend to send higher amounts
less frequently than non-Latinos. An Inter-American Development Bank survey
found that in 2008 the average cash-to-cash transfer to Latin America was $325
sent an average of 15 times annually.58 Of all money transfers sent to Latin
America, over half (58 percent) were sent through remittance companies, like
MoneyGram.
FIGURE 6.18
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Educational attainment
Increasing educational attainment is negatively associated with patronage
of AFSPs, as our analysis of the FDIC data illustrates. Nationally, nearly half
of householders with less than high school educations utilize AFSPs (44.4
percent) compared to only a quarter of householders with a college degree
(25.9 percent). The use of AFSPs among the householders with high school
and some college education is nearly the same at 39 percent. An analysis of
individual AFSP products reveals that non-bank money orders mirror the same
utilization as the aggregate AFSPs, 38 percent of householders with less than
high school education patronize them, compared to 22 percent of the college
graduates. About 32 percent of householders with high school or some college
education patronize these businesses. Similarly, check cashers are patronized
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by 17 percent of householders without a high school diploma, compared to 5
percent of college graduates. The proportion of customers with high school
education and some college education patronizing these businesses is 12.6
and 11.4 percent, respectively. Pawnshops are utilized by 6 to 8 percent
of householders with less than high school educations and some college
education while only 3.2 percent of householders with college degrees utilize
these businesses. Similarly, payday lenders are patronized by 4 to 5 percent
of householders with high school or some college education, while only 1.4
percent of the householders with college education patronize them.
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Alternative Financial
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With respect to education, the rate of utilization of AFSPs is similar in Virginia.
About 46 percent of householders with less than high school education utilize
AFSPs against only 24 percent of the householders with college degrees. About
33 to 35 percent of households with high school and some college utilize these
businesses. Although Virginia’s percentages of usage across all four categories
vary slightly from the national percentages, the general observation remains
that more education equals less usage of AFSPs. The number of Virginia
households without high school diplomas using payday lenders, however, is
over twice the national average.

FIGURE 6.20
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Age
Analysis of FDIC data indicates that advancing age is associated with
declines in AFSP usage. About 45 percent of householders in the age group
15-24 use at least one AFSP while less than 30 percent of those 55 years or
older use them. The usage of non-bank money orders, check cashing centers,
and pawnshops all decline as householders’ age increases. Non-bank money
orders are used by 35 percent of the youngest householders, while only 24
percent of the oldest householders use them. Similarly, less than 20 percent of
the youngest householders use check cashing services against 6.4 percent of
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Percent of households

the oldest householders. Payday lenders are used by 5 percent of householders
between the age of 15 and 24 years while only 1.6 percent of the householders
older than 55 years use them.
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The age profile of Virginia’s householders patronizing AFSP is similar to
national averages. The stair-steps across all four categories of AFSP indicate
that, on average, the older a Virginia householder, the less likely he or she will
utilize money orders, check cashing centers, pawn shops or payday lenders.
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Income
The FDIC data indicates that in the U.S., 48.6 percent of households with
incomes of less than $15,000 utilize AFSP, while less than a third of households
earning more than $50,000 do so. The usage of AFSP by those with income
levels of $15,000-30,000 or $30,000-50,000 are stair-stepped between the
two aforementioned groups, suggesting that increases in levels of income are
negatively associated with the use of AFSPs. Non-bank money orders have
their highest incidence among low-income households (making less than
$15,000), 41 percent, compared to highest income households (making more
than $50,000), about 25 percent. Similarly, about 18 percent of low-income
households utilize check cashing services compared to less than 7 percent
of the $50,000 and above category. Non-bank credit products are also less
popular among the well-off, but without glaring differentials. Over 5 percent
of households in every category making less than $15,000 borrow against
payday and even 2.4 percent in the highest income category patronize payday
lenders.
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FIGURE 6.23
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Virginia households exhibit similar behavior regarding AFSPs, as a slightly
larger share of low-income households, about 53 percent, utilize AFSPs
compared to 28 percent of higher income households.

FIGURE 6.24
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Obviously, the picture that emerges from both the state and federal
numbers is that Latinos have a substantial incidence of AFSP usage, and a
generally lower usage of depository institutions like banks and credit unions.
Excluding pawn shops and payday lenders, a significant chunk of AFSP income
arrives through Spanish speakers.

Non bank money orders
As with our analysis of the unbanked, we utilized a multivariate logistic
regression analysis to determine the influence of each factor individually on
the usage of AFSPs. Our statistical analysis indicates that usage of non-bank
money orders is greatest among blacks, followed by whites and then Latinos.
This multivariate analysis simultaneously accounts for multiple factors, not
only race, while indicating the likelihood of money order usage.
U.S. citizen households are more likely to use non-bank money orders
after controlling for other characteristics like age and income. The coefficient
is 0.25 and is significant at the 1 percent level. Increases in age, income,
and education discourage the use of these financial service providers as the
respective coefficients are -0.004, -0.000007, and -0.007 – all significant at the
1 percent level. This analysis suggest that many households find these AFSPs
more convenient or comfortable because the coefficient on More Convenient/
Comfortable is 22.47, and households also feel that AFSP are cheaper with the
coefficient Banks Charge Higher Fee at 22.34. Both coefficients are statistically
significant at a 1 percent level. However, the analysis suggests that households
do understand that depository financial institutions offer money order services
as the coefficient Banks Do Not Sell Money Orders is insignificant.
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FIGURE 6.25
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Check cashing
Statistical analysis of the factors that influence patronage of check cashing
centers are presented in the following graph (all the demographic variables
are significant at the 1 percent level). Blacks are most likely to patronize check
cashing centers, with coefficient of 0.93, followed by whites; their coefficient
is 0.62, and then Latinos with coefficient of 0.31. Increases in income, age and
education reduce the likelihood of using check cashing services. Interestingly,
U.S. citizen households are more likely to patronize check cashing centers;
the coefficient on this variable is 1. The analysis returns two factors that are
associated with the use of check cashing services: Convenient/Comfortable and
Lack of Bank Account are significant at the 1 percent and 10 percent levels,
respectively.
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Payday lenders
The following graph provides the results of the statistical multivariate logit
analysis for patronizing payday lenders (all the estimates of the demographic
variables are significant at the 1 percent level). Blacks are most likely to use these
service providers, while Latinos and whites are less likely to use them. These
estimates imply that Latinos are even less likely to use payday lending services
compared to whites. However, U.S. citizen households are more likely to use
this service; the coefficient is 1.12. This may be due to the strict documentation
requirements needed to borrow from payday lenders that makes it difficult
for non-U.S. citizen households to qualify. The analysis suggests that as a
household head increases in age, education, and income he or she is less likely
to use these service providers. Neither More Convenient/Comfortable or Easier
to Qualify factors are shown to exert a statistically significant influence.
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Although payday lenders are not an important
source of credit for the Latino population in Virginia,
other low-income households do borrow from
them.
The following table illustrates the payday lending activity for 2009 in
Virginia. Although payday lenders make small loans (average loan amount is
$371) they generate substantial business. Making a total of $170.5 million in
loans in 2009, payday lenders collected $40.3 million in fees, 23.6 percent of
total loans. In percentage terms these lenders are making substantially more
per loan compared to depository financial institutions (FDIC- or NCUA-insured
financial institutions) in Virginia. The Commonwealth’s traditional financial
institutions in 2009 only made 14 percent of total loans in fees — including
interest and non-interest income like fiduciary activities, service charges on
deposit accounts, trading account gains and fees, and additional noninterest
income. Considering that payday lenders primarily conduct business with lowincome households, their higher risk is compensated for by significantly higher
income per loan. The loan loss rate* for payday lenders is 6.3 percent while it
is 3.6†percent of traditional financial institutions in Virginia.‡

Total number of Payday Loans

459,916

Individuals who Borrowed
Through Payday Loans

168,337
(2.14 percent of pop.)

Total Amount of Payday Loans

$170.5 m

Average Loan Amount

$371

* The loan loss rate is a measure of
loss from unrecoverable loans. It is
calculated by using loan loss (writeoffs) from a given period as follows:
Total amount loan loss (over a
given period) / Average loans
(for that same period)
Notice that the denominator is an
average, rather than an amount at
a point in time. The average is used
because a portfolio evolves over a
given period. Likewise, the amount
written off is associated with the
portfolio activity over this period, not
with the balance at the end of the
period. However, to compute payday
lenders’ loan loss rate ‘total loans’ are
used in the denominator as this is the
most readily information available.
† 9,370,977,000 /
258,341,775,000 *100 = 3.6
‡ Data for traditional financial
institutions is obtained from FDIC
http://www2.fdic.gov/idasp/main.asp
(Accessed July 2010)
TABLE 6.1

Payday Lending
Activity for 2009
in Virginia
Source: Report on Virginia Payday
Lending Activity for the Year Ending December 31, 2009, State
Corporation Commission
http://www.scc.virginia.gov/bfi/files/
payday_rept_09.pdf (Accessed July 2010)

Fee Charged

23.6 percent ($40.3 m)

Loan Loss

6.3 percent ($10.7 m)
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Pawnshops
Our analysis of FDIC data for the factors that influence the patronage of
pawnshops are presented in the graph below (all the demographic variables are
significant at 1 percent level). Blacks and Latinos are less likely to use pawnshops,
while whites are more likely to use pawnshops. U.S. citizen households are more
likely to use pawnshops compared to non-U.S. citizen households. The likelihood
of pawnshop patronage reduces with increases in age, education, and income.
The statistically-significant factors that influenced patronage of pawnshops are
because they are perceived to be More Convenient/Comfortable, (coefficient is
23.05) and Easier to Qualify (coefficient 23.10). However, the analysis suggests
that the hypothesis that households are misinformed whether banks provide
small loans appears to be false as coefficient on Banks Don’t Provide Small
Loans is statistically insignificant.
FIGURE 6.28
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The above analysis implies that among non-bank transactions, check
cashing centers and non-bank money orders are most likely to be used by blacks
followed by whites and then Latinos. Furthermore, Latinos are less likely to use
the non-bank credit products, which means either they are saving enough for
individual purchases or using other methods to finance their credit needs. Blacks
are most likely to use payday lenders, but not pawnshops. Pawnshops are more
popular among whites. The usage of all AFSP, non-bank credit and non-bank
transactions, declines with increases in age, education, and income. Moreover,
the multivariate analysis suggests that AFSPs are more popular among U.S.
citizen households compared to non-U.S. citizen households. The major reason
for patronizing AFSP is convenience or comfort, except for the case of payday
lenders. Further investigation is required to understand the reasons for using
payday-lending services, but payday lenders are rarely patronized by Latinos.

SUMMARY

Recognizing that each AFSP and bank may have different policies and
charges, a bank account holder generally faces lower costs for certified checks
or money orders, which can be used to remit money to individuals in home
countries, and in interest charges on loans. Banks, however, generally do not
accept small items for physical collateral nor make very short-term (payday)
loans, neither of which are services commonly sought by Latinos.

Successfully communicating the value of account ownership to Latinos,
therefore, indicates that both traditional depository financial institutions and
individual Latinos will benefit financially.
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BARRIERS TO BANKING
VIRGINIA’S LATINOS
Having a relationship with a financial services
firm is one indicator of engagement with the
contemporary economic mainstream.
Depository accounts and other savings vehicles allow individuals and
families to manage day-to-day expenses, along with building asset wealth for
unexpected financial emergencies and long-term goals like higher education
and owning a home. A relationship with a traditional financial service provider
(TFSP) is an important step in establishing a financial identity and building the
borrowing and payment behavioral record that is an important factor in credit
scoring, which leads to lower interest rates for credit products. A mutually
beneficial relationship with the traditional financial services industry requires
knowledgeable consumers that can assist providers in determining which of an
evolving menu of products best meet the consumers’ needs.
One of the research questions that interested us is whether Virginia’s bank
and credit union branches were readily accessible to the Latino segment of
the population. Of course, our research methods did not allow us the time and
opportunity to interview the staff of the estimated 3059 offices of TFSPs across
the Commonwealth. Our alternative, then, was to analyze whether TFSPs,
including Banks, Consumer Finance Companies, Credit Unions, and Savings
Institutions under FDIC, SCC, or NCUA regulation tended to have branches near
areas of Latino concentration. We first undertook an analysis of the location of
branches using both geospatial and regression analysis.

PROXIMITY OF TFSPs

The following graph illustrates the presence of TFSPs in Virginia at the
county level, and is followed by a map showing the same counties by their
percentages of Latino population.

The Opportunity in Financial Services for Latinos

69

FIGURE 7.1

Traditional Financial
Institutions in Virginia
101 - 350
51 - 100
21 - 50
11 - 20
3 - 10
0-2
Traditional financial service
providers (TFSP) include Banks,
Consumer Finance Companies, Credit
Unions, and Savings Institutions
Source: TMC staff calculations using
FDIC, Virginia State Corporation
Commission (SCC), and NCUA
FIGURE 7.2

Percent of Latino
Population, 2008
20.01 - 30.00
10.01 - 20.0
5.01 - 10.00
2.01 - 5.00
0.40 - 2.00
Source: TMC staff
calculations using ACS

As a visual inspection of these maps would suggest, there tend to be
larger numbers of bank branches in the same places where there are larger
percentages of Latinos. Obviously, these county-level maps are a relatively blunt
method of determining whether traditional banking locations are correlated
with areas of Latino concentration.
One reason the maps above are relatively blunt instruments for this analysis
is due to the geographic unit used in these maps, counties, and another is the
correlation of Latino population concentration with other factors that banks
might attend to in their location decisions, like population density, household
education and income. To more closely analyze the association between
Latino populations and TFSPs, we examined the presence of these traditional
banking establishments in neighborhoods where the population exhibits the
characteristics (low education, low income, immigrant, blacks, Latinos) that
have tended to be associated with being unbanked. The analysis we undertook
involved statistically controlling for a number of factors that might influence
location simultaneously through what is called linear regression. The factors we
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examined, or regressors, used in this analysis are Total Population, Per Capita
Income, Immigrant Population, Number of College Graduates, Black Population
and Latino Population. Using linear regression, we are able to determine how
each of these is individually correlated with the number of traditional financial
intuition branches within a zip-code area.59 By using zip-code areas rather than
counties, we have a much more fine-grained analysis of TFSP locations than the
maps above could provide.
The results of our regression analysis are provided graphically below.60 The
graph shows that TFSP establishments tend to be located in high population
areas as the coefficient on variable Population is positive and statistically
significant at the 1 percent level. However, these establishments also tend to
be located in zip-code areas where the educational levels are high (i.e., the
coefficient on variable College Graduates is positive and significant). Even
after controlling for these factors, the locations of TFSPs apparently are not
in zip-code areas that have high populations of either immigrants or blacks
(as both these variables have negative and highly significant coefficients). The
coefficient on Latino populations, after controlling for all of these factors, is
statistically insignificant, which implies that the TFSPs are rarely located in
Latino neighborhoods.

FIGURE 7.3
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TFSPs are less likely to have locations in areas with high populations of immigrants,
blacks and Latinos, even after controlling for other relevant factors.
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Our zip-code level analysis of locations does not suggest a proximity to
Latino population clusters of Virginia’s TFSPs locations. If proximity to these
populations facilitates opening checking and savings accounts, locations in
areas of Latino concentration might transition more Latinos from unbanked and
underbanked to banked categories. If a banking institution desired to locate
in areas of Latino concentration, a number of sources for data are available,
including U.S. Census data and even interaction with local public service
institutions. Most municipal police officers, rescue squad personnel, social
service providers and neighborhood or economic development professionals
can identify sections which contain high concentrations of Latinos for those
interested in locating near these populations.

PROXIMITY OF AFSPs

The question that followed from the prior analysis is whether alternative
financial service providers (AFSPs) were more likely to have locations in areas
that might facilitate interaction with Latino population clusters. Anecdotally,
we had some sense that AFSPs — primarily check cashing centers and
money order providers as few Latinos use pawnbrokers or payday lenders
— are serving Latino needs. From our fieldwork, we have evidence that
the majority of workers, including Latinos, are paid weekly, or bi-weekly, by
check irrespective of whether they have a bank account. Consequently, we
believed that the primary payday destination for unbanked Latinos would be
AFSP check cashing centers (that typically charge 1 to 2 percent of the face
value of the check as a fee for exchanging checks for cash). As with other
analyses, we first began with a comparison to visual maps at the county
level. The following map illustrates the distribution of check cashing centers
across Virginia.

FIGURE 7.4

Check Cashers
in Virginia
101 - 205
61 - 100
11 - 60
3 - 10
0-2
Source: TMC staff
calculations using SCC
http://www.scc.virginia.gov/bfi/reg_inst/
check.pdf Accessed (July 2010)
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FIGURE 7.5

Percent of Latino
Population, 2008
20.01 - 30.00
10.01 - 20.0
5.01 - 10.00
2.01 - 5.00
0.40 - 2.00
Source: TMC staff
calculations using ACS

We find, again, that fine-grained, zip-code level analysis was necessary.
Our approach was virtually the same as in the prior statistical analysis. First,
this analysis is at the zip-code level, and second we use linear regression to
separately analyze the unique impact of each factor (also known as regressors).
In this analysis, however, our primary variable of interest (or dependent
variable) is the number of check-cashing AFSPs for zip-codes in Virginia. For the
most part, the influence of the same set of factors is analyzed. However, in this
analysis we used the Population of High School Graduates, as we suspected
that this group is more likely to be the target of check cashing AFSPs. The
regression estimates, presented graphically below, confirm some suspicions
and provide some surprises. In the analysis, controlling for the unique impact
of each factor separately, we found that AFSP check cashing locations tend to
be associated with zip-code areas populated by blacks and Latinos (coefficients
on these regressors are positive and highly significant). However, they also do
not appear to be associated with areas populated by immigrants (coefficient
is negative and highly significant). The coefficients on per capita income and
population of high school graduates are insignificant, implying that these
variables aren’t highly associated with AFSP check cashing centers' locations.
The coefficient on total population is positive and significant, implying that
AFSP check cashing centers are located in high population zip-code areas.
FIGURE 7.6
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We next thought it appropriate to examine another aspect of AFSP
locations, payday lenders. As with the prior analyses, we begin with a graphical
map and then follow with a statistical analysis accounting for each regressor’s
unique and individual influence. The following graph illustrates the distribution
of payday lenders across Virginia.61
FIGURE 7.7

Payday Lenders
in Virginia
16 - 27
11 - 15
6 - 10
3-5
0-2
Source: TMC staff
calculations using SCC
http://www.scc.virginia.gov/bfi/reg_inst/
pay.pdf (Accessed July 2010)

FIGURE 7.8
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Source: TMC staff
calculations using ACS

The graph that follows provides an illustration of our findings in the zipcode area analysis of factors associated with the number of AFSP payday
lender locations. Like the analysis on check cashing centers, the number of
payday lenders in each zip-code area is statistically analyzed by examining the
individual and unique influence of Total Population, Per Capita Income, Black
Population, Latino Population, Immigrant Population, and Number of High
School Graduates. The regression estimates illustrate that payday lenders
locate in areas of high population and that they have locations in areas that
are especially associated with concentrations of blacks. The variables total
Population and Black population are positive and highly significant. It appears
that payday lender locations are not associated with areas of higher Per Capita
Income or Immigrants (the regressors are negative and significant at the 5 and
1 percent levels respectively). The variable Number of High School Graduates
is insignificant, implying this variable doesn’t influence the location decisions
of payday lenders. We were surprised in this analysis to find that the coefficient
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on Latinos is positive and significant at the 5 percent level implying that payday
lender locations are near areas of high Latino concentrations. We have a
hypothesis about this finding: FDIC data indicates that blacks tend to have a
high incidence of payday lending usage. In many metropolitan areas, blacks and
Latinos tend to live in close proximity. This tendency in residential segregation,
along with a difference in survey methods may provide an explanation for this
finding. The FDIC and the Census Bureau identify racial groups using different
methods. In the U.S. Census, Latinos can be of any race. Since, in Virginia, about
4 percent of Latinos were also considered black in the 2000 census, payday
lenders seeking a predominately black clientele could still be located in, or
near, primarily Latino neighborhoods.
FIGURE 7.6
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At least some portion of the perceptions that some currently underbanked
or unbanked Latino households hold of depository financial services institutions
stems from a “knowledge gap” in which institutions lack an understanding of
the cultural beliefs and values found in many Latino cultures. Evidence of a
potential knowledge gap can be found in the operational practices of a financial
services provider, including a deficiency of translated items in banks and/
or Spanish-speaking personnel, lack of familiar behaviors including personal
service and products as well as uncomfortable/non-representative design
and ambiance for Latino clientele. These deficiencies, combined with a lack of
knowledge for the particular financial needs of Latino clientele, can create in
Latinos a “perception of disinterest,” that traditional financial institutions are
not interested in Latino business. Overcoming these perceptions – especially
in efforts to bank a group with cultural reliance on oral and referral knowledge
gathering – will require investments in materials, personnel, training and
patience.
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Our interviews and surveys with Virginia Latinos underline the case made
in our statistical analysis. The greatest inhibitor to bank access, Virginia’s
Latinos indicate, is a “feeling of discomfort” in traditional financial institutions.
Among our limited number of respondents, about a quarter had previously
been denied a bank account, usually for lack of social security or other U.S.
identification, and many cited fear of future rejections, language barriers and a
failure to understand Latino culture as reasons for staying out of Virginia banks.
A surprising 78 percent perceive that Virginia’s institutions don not desire to
serve Latino customers.

“It matters if you do not speak English and you look a certain way,” one
respondent told our interviewer. “If you speak Spanish, they have a different way
of doing things.”
“Particular people in the bank have an attitude that they cannot help because
of the type of I.D. that we carry and even though it’s legal, it’s not accepted.
What are we supposed to do – carry a fake one,” another said.
Another felt very strongly that his accent and appearance caused the bank
employee to assume he may be undocumented or newly migrated although he
had both a Virginia driver’s license and debit cards from another branch of the
same bank.

Financial institutions interested in banking Latinos will need to develop
strategies and practices explicitly designed to make Latino customers feel more
welcomed, which might include speaking their language (in the Latino case,
Spanish), educating staff in cultural issues, helping immigrants with paperwork
and providing more personalized customer service. Apart from these “simpler”
initiatives, expanding the base of services to accommodate Latino banking
habits will involve efforts to raise awareness about bank account advantages
through financial education, and generating consciousness that opening a bank
account is easier than many perceive.
As stated previously, our surveys and interviews with Virginia Latinos
indicate that a “feeling of discomfort” is keeping them away from the lobbies
of many depository institutions. Conversely, the reverse appears to be bringing
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Latinos into AFSPs that locate in, or near, Latino neighborhoods. Almost
nine in ten of the Latinos we spoke with cited convenience, familiarity, close
locations, extended hours, the ability to speak Spanish and speed in sending
remittances to Latin America as major decision-making factors for choosing
what are generically called “las tiendas” for their financial business. These
one-stop, multi-purpose stores not only provide home food products, cash and
remittances but introduce what has been called a “series of overlapping local
relationships, whereby traders and customers are simultaneously neighbors,
as well as conceivable friends, relatives or acquaintances.”62 Perhaps most
importantly, las tiendas match the native culture where purchasing decisions —
whether food or finance — are less economic and more emotional. Remittance
services (international transfer payments) are major income sources for las
tiendas and transactions are usually conducted in cash.63
The time required to perform transactions, for example, in las tiendas more
closely mirrors the South American experience than the rushed in-and-out of
a traditional bank’s drive-through window. Social niceties such as greetings
and inquiries about family and friends are part of the financial transaction
experience in las tiendas, our interviews reveal, and newcomers accept and
even depend upon these permeable personal/professional relationships as
they integrate into Virginia’s Latino communities.64
Additionally, print materials and other forms of media, such as webpages
of many TFSPs are available solely in English. Translations may be available
for viewing some documents, but often the translations are unclear when
colloquial or culturally-appropriate language to the specific customer is not
applied. These translations have less worth when the translator is unfamiliar
with highly-technical subject matter and are, therefore, unable to translate the
material. This issue is intensified by the fact that in many instances children are
called upon to provide assistance to non-English speaking parents, as happens
regularly when the primary language at home is Spanish while in the financial
institution and school, it is English.
From an operational policy perspective, our statistical results suggest that
banks might attract new customers by making hours of operation and locations
more conducive to Latinos. This can be accomplished by expanding business
hours later into the evening and locating branches closer to concentrated,
unbanked populations.
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BENEFITS OF BANKING
VIRGINIA’S LATINOS
There are many advantages to being banked
in a depository account and some of these have
been discussed earlier. This section describes the
advantages to Virginia’s Latinos of becoming
banked in more detail.
A checking or savings account provides the convenience of easy monetary
access via checks or debit cards. Not only is it more secure to mail a check for bill
payment than sending cash, but also paying by check provides proof of payment.
Moreover, in case of a stolen or lost checkbook, the account owner can stop
payment on any check – though this service might be subject to a fee.

CONVENIENT ACCESS

Holding a depository account, and taking small, manageable loans improves
the chances of being able to build credit history and obtain future loans. One
reason is that financial institutions are more likely to do business with their
existing customers, especially for small loans. In addition, having a bank account
improves the chances of obtaining loans elsewhere because before financing
is granted, the lender in question examines every potential borrower’s ability
to pay using the individual’s credit score. The balances of existing accounts are
taken into consideration by any potential lender, improving the likelihood of
the borrower’s approval for financing.

CREDIT HISTORY

Most depository accounts in the U.S. are insured for up to $250,000 by
the Federal Deposit Insurance Corporation (FDIC) or the National Credit Union
Association (NCUA) Share Insurance Fund in case the financial institution suffers
bankruptcy – a benefit which of course is not available to those holding cash or,
in many cases, remitting it to home countries.

INSURED DEPOSITS

Most financial institutions also charge for check-cashing services from
persons without an institutional account and, of course, all alternative financial
service check-cashing firms receive a fee for changing a check into cash. While
individual check-cashing fees may seem minor, over time they add up to a
significant amount especially for those with low incomes. At $5 weekly, the
average employed Latino male pays more than one percent of his entire annual
income cashing checks. Likewise, by opening a bank account check-cashing fees
are mostly avoided. Indeed, the estimated $260 the average Latino household
spends cashing checks annually is over four times what they might pay in most
monthly checking account service charges from traditional depository financial
institutions.

FEWER CHARGES
AND FEES
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SPEED AND RECORD
KEEPING

Depository financial institutions usually accept direct deposits of paychecks,
a faster and less resource-consuming method of monetary transactions for
working customers who may have time pressures during the 9 - 5 business
day. Direct deposit is faster and requires less paperwork, and automatic teller
machines are ubiquitous in the U.S. Finally, a bank account assists in keeping a
record of financial activities which helps in budgeting income and expenses.

PERSONAL SAFETY

A knowledgeable, sustained relationship through even basic depository
accounts (e.g., checking, savings accounts and debit cards) provides safe and
secure on-demand access to personal funds. Without such a relationship,
individuals transact in daily life on a cash basis, and thus, face greater threat to
losing their assets through theft or robbery.
We hypothesize that converting unbanked Latinos in Virginia to banked
status would lead to a decline in the number of robberies if Latinos are the
target. To explore whether our hypothesis is in fact supported, we estimate
a regression to model the number of robberies for counties in Virginia from
2001 to 2008 using the same regressors as in the model for robberies for North
Carolina.65 The estimates from the regression are described in the graph below.
The coefficient on Latino Population is positive and highly significant, implying
that Latinos are targeted by robbers. Hence converting unbanked Latinos in
Virginia into depository account holders would lead to a decline in the number
of robberies.

FIGURE 8.1
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To understand the reality of the situation of Latinos
being targeted for crimes from the perspective of
law enforcement officer we interviewed a police
officer working in Commonwealth of Virginia.
Q: Are Latino neighborhoods targeted for crimes that involve cash?
A: Yes they are.
Q: Do Latino victims of crime respond differently than other racial groups?
A: Yes because many have had bad experiences with the police in their native
counties they can be slow to contact the police. In many cases they never call
the police.

Q: Do you believe that your county police respond differently than other police
departments elsewhere in the state? Where and what are the differences?

A: I cannot speak for other departments but I can say when there was a rash of
robberies of Latinos in Chesterfield county we started an aggressive enforcement
in these areas. We used plain-clothes officers to observe and prevent crimes. The
department also deployed the traffic section to aggressively enforce motor vehicle
codes. This also increased the number of police officers in the affected areas. The
department also worked with area banks to help Latinos open accounts and held
community meetings with Latinos to help them not become victims.

Q: Do you believe having a savings account would change the types of crime
and/or lessen crimes in Latino neighborhoods?

A: Yes it has, as noted in the previous answer.
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BENEFITS TO THE
COMMONWEALTH

The extent of financial services provision is an important indicator of the
overall economic and social well being for individuals, their families and the
greater community. Increasing the proportion of banked population is not
only advantageous to highly underbanked groups like Latinos, but contributes
favorably to the community in a number of fashions, including reducing the
incidence of crime and increase in property values.

Impact of crime on property value
The value of real estate is adversely affected by the incidence of robberies.
To statistically explore whether real estate values in the counties of Virginia
are affected by the number of robberies, we regress the value of real estate
for counties in Virginia (2001-2008) on the same regressors66 as in the model
for value of real estate for North Carolina and find that real estate value is
depressed by the number of robberies in Virginia as the coefficient on the lag
of robberies is negative and highly significant.67

FIGURE 8.2

Taxable Real Estate
Value for Counties of
Virginia, 2001-2008
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The analysis above suggests that increasing the banked share of the Latino
population in Virginia would lead to a decline in the frequency of robberies as
these individuals will have less need to carry cash on hand and at home making
them less attractive to criminals. The decline in number of robberies would in
turn lead to appreciation in value of real estate.
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Violent and property crime inflicts many costs besides those experienced
by its victims’ monetary and emotional losses of security and safety.
Property values decline and work places experience the disconnection
that accompanies employee injury or death when neighborhoods are
noted for high crime rates. One hypothesis, which we test above for the
Commonwealth of Virginia, is that violent property crime can lead to
diminished housing values as residents sell their homes to avoid areas beset
by violent crime, an abundance of sellers and lack of buyers pushes housing
prices downward. This is accompanied by a “spillover” to neighborhoods
near areas characterized by violent crime, as their proximity to crime
suppresses housing prices. Crime imparts other costs to non-victims, both
directly in terms of altered location decisions and more indirectly through
changes in neighborhood characteristics and safety. Society pays additional
costs in terms of more public expenditures to manage the outcomes of
crime: more time in court, more needed policing and related expenses.
Higher-income households, furthermore, tend to have greater resources to
aid in housing mobility than lower-income households. The exit of high-income
households from these neighborhoods contributes to greater concentrations
of poverty. Concentrated poverty is associated with social segregation which
in turn generally magnifies the need for social workers, police and juvenile
authorities. Neighborhood reputations, meanwhile, die hard. Realtors may
perpetuate reputations of various neighborhoods that are based to a greater
degree on perception than the reality of present crime rates. Consequently,
many potential buyers never enjoy the full range of area housing choices.
Moreover, as property values decrease, public entities receive lower tax
revenue and new businesses are less likely to be created.
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Demographic implications for financial service firms
Our analysis indicates that attracting Latino households into Virginia’s banks
and savings and loans will directly channel almost a billion dollars through the
banking system annually while generating greater housing appreciation and
lower crime rates.
It is, therefore, imperative for Virginia financial institutions to note the
characteristics of this unbanked Latino population and recognize that institutions
should design policies and attitudes to attract the working-age, low-educated,
low-income Latino population in order to reap the potential financial and social
rewards. With more attractive hours and locations, Spanish language staff, and
lower charges for remittances and account fees, North Carolina’s LCCU example
and our interviews in Virginia, suggest that Virginia’s financial institutions can
attract Latinos into their lobbies.
Virginia stands to benefit from providing easier bank access to the
Commonwealth’s unbanked Latinos. Like North Carolina, Virginia has large
numbers of unbanked Latino households — many of whom could include
unauthorized immigrants as Passel et al (2009)68 reports that Virginia has
about 300,000 unauthorized immigrants, 80 percent of whom are from Latin
American or Caribbean countries. This community is a potential buyer not only
of traditional financial products like transaction accounts and loans, but also of
remittance services. The magnitude of such transfers is substantial, but most
immigrants use money transfer operators, like Western Union and MoneyGram,
not banks, to send remittances. In 2006, a group of researchers estimated
that traditional, depository institutions only handle about 10 percent of total
remittances.69 More recently, the Inter-American Development Bank survey
found that by 2008 banks had gained 26 percent of the remittance market.
Consequently, channeling this segment of the Latino market through Virginia’s
financial system would alone generate substantial business. Overall, the fees
generated by providing Latino customers competitive, market-rate remittances
may provide a potentially lucrative market for the banking industry.
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Benefit of increased depository assets
Past research has shown that an individual’s consumption is directly
proportional to his long-term income, not his short-term earnings.70 The transfer
of resources into the future can be facilitated by the use of saving instruments like
savings or checking accounts. Access to appropriate financial services products
allows an individual’s savings to accumulate and grow until a future date when
consumption needs might be greater than income. Without such a mechanism,
an individual has less incentive to work beyond his immediately recognized
needs. With secure banking, there is considerable certainty that savings will be
available to people in the future. Employment, earnings and saving decisions
are therefore influenced by the availability of savings instruments and by the
degree to which such instruments are considered safe. However, a substantial
population in the U.S. does not currently have a financial relationship with a
depository institution.
There is limited, but positive data, affirming that converting the unbanked
into deposit account holders increases Latino savings rates. An expansion
of the Mexican Savings Institute led to a savings rate increase among the
poorest households by 7 percentage points, and increased overall saving rates
of participant households by 3-5 percentage points.71 Another randomized
experiment in the United States where Latinos were assisted in opening bank
accounts revealed that new accounts increased savings by 9 percentage points
and reduced their remittances.72 These savings, when channeled through the
banking system, would provide resources to the economy.
Increasing the proportion of banked Latinos, as previously stated, provides a
safety benefit. Depository accounts provide their holders a safe and secure way
to save, which may induces additional savings and workforce participation.73
If immigrants can safely manage their funds locally, there should be less
remittance dollars leaving the country, as the LCCU experience indicates.
Depository accounts, furthermore, reduce the need to carry cash which will
make Latinos less attractive targets for robbery and burglary. The decline in
crime, in turn, leads to appreciating property values.
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CONCLUSION

CONCLUSION
Access to quality financial services products and
depository institutions is an often overlooked and
taken-for-granted form of consumer engagement
by affluent households because the access to, and
knowledge of, the benefits this access provides is so
easily achieved.
However, substantial numbers of Americans, especially a significant number
of Latinos, face challenges in being knowledgeable and educated financial
services customers. Nearly 9.1 million American households (7.7 percent) are
unbanked.
About one in twenty households in Virginia does not have a relationship
with a depository banking institution. If all of these consumers established
a depository relationship, we estimate that about $5 billion would channel
through the Commonwealth of Virginia’s banking system. “Banking” the
Commonwealth’s unbanked 39,000 Latino households would bring over $900
million into the financial system, easing credit and providing additional income
for financial institutions.

9.1 million Americans
are unbanked
nationally
One in twenty
Virginians does not
have a bank account

The magnitude of these numbers indicates that Virginia’s traditional
financial service providers have a market opportunity in seeking the deposits
of Latinos. Conducting business with the Latino population, contrary to some
opinions, can be attractive and reasonably safe as our analyses suggest. Greater
penetration of this population, although low-income, is not substantially risky.
In addition to the economic benefits we found, the social benefits of
banking the unbanked accrue in terms of declines in robberies and appreciation
in property. Homeowners may benefit through higher housing prices. For the
individual, access to the full suite of banking services provides a secure way
to save while still having ready access to funds via check or debit/credit cards.
However, our study indicates that many Latinos are unaware that their savings
might be more secure in a depository account than in their home. Because
many of Virginia’s Latinos hail from cultures where bank defaults are common
and deposit insurance may be non-existent, they have less faith in TFSP. The
successful communication of safety and security features of bank accounts
would provide Latinos with peace of mind, which in turn might increase their
savings through the added security of depository accounts.
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Economic and social
benefits of banking
Latinos are yet to be
realized
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Having a formal banking relationship also provides generally cheaper
remittance costs and check cashing services, two key needs of many Latinos.
These accounts generally provide competitive loan interest rates, coverage
under consumer protection and fair lending laws, a means to a financial identity,
and hopefully improved credit scores.

Learning from key
practitioners in
the field

Across the country, some institutions and policy makers are already
targeting efforts at increasing the proportion of banked Latino households.
Police departments in Texas began encouraging banks to accept Matricula
Consular Cards as identification for opening bank accounts as long as a decade
ago. The Latino Community Credit Union (LCCU) in North Carolina, as detailed
earlier in this report, primarily serves low-income Latino individuals, accepts
non-U.S. identification, has minimal deposit requirements, and conducts its
business primarily in Spanish – and appears to be growing without taking
impudent risks. Furthermore, some financial institutions accept the Individual
Taxpayer Identification Number (ITIN) (a nine digit number issued by the
Internal Revenue Service to foreign nationals who are required to file taxes, but
cannot obtain a social security number), foreign passport numbers or Matricula
Consular Cards as alternative forms of identification.
Currently, financial institutions do not have clear guidelines from either
state or federal regulators regarding policies to serve unauthorized immigrants
with bank access. On the one hand, banks are prohibited from discriminating
on the basis of race, religion, or national origin via fair lending laws. On the
other, some legislative initiatives restrict the acceptance of alternate forms of
identification by major financial institutions in an attempt to discourage illegal
immigrants from staying and/or coming into the country. The identification
protocol for financial institutions is regulated by the Customer Identification
Program of the U.S. Patriot Act. Although it requires an identification number,
the Act does not state that the number must be from American sources,
effectively giving the financial institutions the freedom to decide whether they
wish to accept foreign forms of identification or not.74

As foreshadowed by the missionary over four centuries ago, we do not
presume that altering the financial habits of an ever-growing, ever-changing
Latino community will be easy. It will require patience.
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		 Each successive subwave of Latino immigrants has its own culture –
and they are all slightly different – but the universal oral tradition which so
far has worked against traditional depository financial institutions illustrates
that purchasing decisions for newly arrived immigrants are heavily influenced
by established patterns among existing residents.75 Once banking habits and
positive experiences enter that oral tradition, as North Carolina’s LCCU success
illustrates, the word spreads rapidly. And the word that banks should spread
is that traditional financial institutions offer two powerful motivators that
alternative financial service money order sellers and check cashing centers
cannot: safety and security.

Latinos are not
monolithic

We believe our data build the case that the opportunity in the Latino market
outweighs potential risks for Virginia bankers and financiers. On the societal
level, the lessening of crime and the building of housing values increases our
Commonwealth’s sense of community – a very real but unquantifiable effect
– which ultimately tips the scales toward providing easier bank access for
Virginia’s Latinos.

The Opportunity in Financial Services for Latinos

89

END NOTES

90

1.

To learn more about the early Spanish mission, see “Spanish Jesuits in Virginia” in
Virginia Magazine of History and Biography, 96(2), April 1988, pp. 131 – 156.

2.

Throughout this report, we use the term “Latino", as opposed to other descriptors
of this demographic group. By Latino, we imply persons of Latin American origin or
descent, irrespective of language, nativity, race, or culture.

3.

U.S. Census Bureau

4.

Cai, Qian, Hispanic Immigrants and Citizens in Virginia, Numbers Count, February 2008,
The Weldon Cooper Center.

5.

American Community Survey (ACS) 2006, U.S. Census 2000, and Hispanics in the
U.S. Available at http://www.census.gov/population/www/socdemo/hispanic/files/
Internet_Hispanic_in_US_2006.ppt (Accessed November 23, 2010)

6.

ibid

7.

Federation for American Immigration Reform (FAIR) Virginia: Census
Bureau Data and Projection 2008. Available at http://www.fairus.org/site/
PageServer?pagename=research_research29bb#2050project (Accessed 05/27/2010)

8.

Cia, 2008: 3

9.

FDIC data - As a special supplement to the Current Population Survey (CPS), the Federal
Deposit Insurance Corporation (FDIC) formed a partnership with the U.S. Census
Bureau in 2007; the purpose of which was to collect national, state, and metropolitan
statistical area (MSA) data on the banking status of U.S. households and the reasons
unbanked and underbanked households did not participate or fully participate in the
mainstream financial system as well as their demographic characteristics. Through
2008, the supplement survey instrument was developed and field tested in accordance
with Census and Office of Management and Budget guidance on statistical information
collection requirements. Finally administered in January 2009, the survey was composed
of 31 questions and designed to be repeatable on a biennial basis. Householders were
identified as “unbanked” if they answered “no” to the question: “Do you or does
anyone in your household currently have a checking or savings account?” In addition,
householders were asked whether they used AFSPs (non-bank money orders, checkcashing services, payday loans, and pawn shops) and, if so, with what frequency. The
Census Bureau surveyed approximately 54,000 households, and about 47,000 (86
percent) participated in the FDIC’s supplement. The results provide insights into the
size of the unbanked and underbanked markets while presenting a wealth of previously
unavailable data regarding households’ banking statuses and their related issues. Along
with both the rich demographic and geographic figures available through the CPS, the
supplement survey represents the first time such data on unbanked and underbanked
households at the national, state, and large MSA levels have become available.

Perdido En La Traducción

10.

Bendixen & Associates, 2008, Survey of Latin American immigrants in the United
States, Inter-American Development Bank. Available at http://www.rrojasdatabank.
info/iadbremit/bendixen08.pdf (Accessed November 23, 2010)

11.

Chin, Aimee , Leónie Karkoviata, and Nathaniel Wilcox, 2009, “Impact of Bank Accounts
on Migrant Savings and Remittances: Evidence from a Field Experiment.”

12.

See 2010, “New Alliance Task Force” Ash Center for Democratic Governance and
Innovation, Harvard Kennedy School. Available at http://www.innovations.harvard.
edu/awards.html?id=14557 (Accessed November 23, 2010); and Paulson Anna, Audrey
Singer, Robin Newberger, and Jeremy Smith, 2006, “Financial Access for Immigrants:
Lessons from Diverse Perspectives.” The Brookings Institution.

13.

Paulson Anna, Audrey Singer, Robin Newberger, and Jeremy Smith, 2006, “Financial
Access for Immigrants: Lessons from Diverse Perspectives.” The Brookings Institution

14.

"Improving Access To The U.S. Banking System Among Recent Latin American
Immigrants." by Sheila C. Bair, Center for Public Policy and Administration, University
of Massachusetts – Amherst

15.

Earlier in the document we mentioned there are 60 percent of Latino individuals in
Virginia are citizens. Now we are exploring Latino household heads in Virginia, 66
percent of who are citizens.

16.

Centers for Disease Control and Prevention. National Center for Health Statistics.
VitalStats. Available at http://www.cdc.gov/nchs/vitalstats.htm (Accessed November
23, 2010)

17.

Source: Population Division, U.S. Census Bureau
File: 2009 National Population Projections: High Net International Migration Series
NP2009_D2_H: Projected Births by Sex, Race, and Hispanic Origin for the United
States: July 1, 2000 to June 30, 2050
http://www.census.gov/population/www/projections/2009hnmsDownload.html
(Accessed November 23, 2010)

18.

FDIC National Survey of Unbanked and Underbanked Households, Dec 2009, http://
www.fdic.gov/householdsurvey (Accessed November 23, 2010)

19.

"Hispanics are Important Mobile Marketing Targets." Scarborough Research. December
2010. Accessed from http://www.scarborough.com/press_releases/Hispanic%20
Mobile%20FINAL%2012.20%20A.pdf

20.

Livingston, Gretchen. "The Latino Digital Divide: Native Born versus the Foreign
Born." Pew Hispanic Center. July 2010. Accessed from http://pewhispanic.org/files/
reports/123.pdf.

The Opportunity in Financial Services for Latinos

91

92

21.

Lee, Hyun-Hwa and Lee, Seung-Eun. "Mobile Commerce: An Analysis of Key Success
Factors." Journal of Shopping Center Research. 2007.

22.

Mobile Access 2010. Pew Research Center’s Internet & American Life Project, April
29 - May 30, 2010. Accessed from http://www.pewinternet.org/Reports/2010/MobileAccess-2010.aspx.

23.

"African-Americans, Women and Southerners Talk and Text The Most in the U.S."
NielsenWire. The Nielsen Company. Accessed from http://blog.nielsen.com/
nielsenwire/online_mobile/african-americans-women-and-southerners-talk-and-textthe-most-in-the-u-s/

24.

"Hispanics are Important Mobile Marketing Targets." Scarborough Research. December
2010. Accessed from http://www.scarborough.com/press_releases/Hispanic%20
Mobile%20FINAL%2012.20%20A.pdf

25.

"A Snapshot of Hispanic Media Usage in the U.S." The Nielsen Company. September 2010.
Accessed from http://www.nielsen.com/us/en/insights/reports-downloads/2010/
snapshot-of-hispanic-media-usage-in-us.html

26.

Mobile Access 2010. Pew Research Center’s Internet & American Life Project, April
29 - May 30, 2010. Accessed from http://www.pewinternet.org/Reports/2010/MobileAccess-2010.aspx.

27.

Lopez, Marc and Livingston, Gretchen. How Young Latinos Communicate with Friends
in the Digital Age. Pew Hispanic Center. July 2010. Accessed from http://pewhispanic.
org/files/reports/124.pdf

28.

“Best Practices In Latino Asset Building,” P. 8. Northwest Area Foundation and National
Association for Latino Community Asset Builders. www.nalcab.org.

29.

Charlotte Observer, June 2002

30.

We have no method of comparing unreported robberies.

31.

We could not set a specific two or three year period due to the variances between
branch opening months and the recording periods for crime statistics.

32.

North Carolina Department of Justice Crime Statistics in Detailed Reports. Available at
http://sbi2.jus.state.nc.us/crp/public/Default.htm. Accessed on April 2010.

33.

There might be a concern that “number of sworn officers per 1000 residents” is
endogenous in the regression for the robberies as regions with higher crime might
induce employment of larger police forces. However, increases in the number of police
officers occur with a lag because it takes time to hire new officials or for police to move
to a new jurisdiction. Therefore, as long as the “number of sworn officers per 1000
residents” is influenced by the number of robberies with a lag we do not have the
endogeneity problem in the regression equation.

Perdido En La Traducción

34.

North Carolina Department of Justice Crime Statistics in Detailed Reports. Available at
http://sbi2.jus.state.nc.us/crp/public/Default.htm. (Accessed April 2010)

35.

North Carolina Latino Population Estimate, Source: U.S. CensusAvailable at http://
www.census.gov/support/USACdata.html
http://www.census.gov/support/DataDownload.htm
(Accessed July 2010)
Missing observation for the “between” years is linearly interpolated.

36.

Center for Urban Regional Studies, 2001, “Crimes Against Latinos in North Carolina,”
CURSUpdate Vol. 1, No. 2, , Available at http://curs.unc.edu/curs-pdf-downloads/cursupdate/updatedec2001.pdf (Accessed July 2010)

37.

Thaler, Richard. “A Note on the Value of Crime Control: Evidence from the Property
Market.” Journal of Urban Economics, 5, 137-45, January 1978, used hedonic
regression to assess the per-acre price of land based on a large body of neighborhoodspecific variables. He concluded that a one-standard-deviation increase in the crime
rate (property crimes/population) pushed down the per-acre land price by $3,847
and the price of a house by approximately $430. Likewise, Bowes, David R., and Keith
R. Ihlanfeldt. “Identifying the Impacts of Rail Transit Stations on Residential Property
Values.” Journal of Urban Economics, 50, 1-25, July 2001., Gibbons (2004), and Linden,
Leigh L. and Jonah E. Rockoff, “There Goes the Neighborhood? Estimates of the Impact
of Crime Risk on , all found a negative relationship between property value and crime.
Lynch, Allen and David Rasmussen, 2001, “Measuring the Impact of Crime on House
Prices.” Applied Economics found crime had a small impact on average overall house
sales values. However, they also illustrated that the impact was much larger in high
crime areas. Gibbons, Steve. “The Costs of Urban Property Crime.” Economic Journal,
114, 499,441-63, November 2004 found that crimes such as vandalism, graffiti, and
arson had a larger deleterious impact on house prices in London than burglaries,
and interpreted that to mean that perceptions of neighborhood safety are important
because crimes such as vandalism and graffiti are visible signals of disorder.

38.

North Carolina Department of Revenue, the property value of land and residential
buildings per county. The figures are based on North Carolina property taxes.

39.

North Carolina Population Estimate, Source: U.S. Census “North Carolina Population
Estimates (April 1, 1990 to April 1, 2000).” Census Bureau Home Page. Web. 09 June
2010. Available at http://www.census.gov/popest/archives/2000s/vintage_2001/COEST2001-12/CO-EST2001-12-37.html. (Accessed July 2010) “North Carolina Population
Estimates (April 2000 to July 2008).” Census Bureau Home Page. Web. 09 June 2010.
Available at http://www.census.gov/popest/counties/counties.html. (Accessed July
2010)

40.

“BEA : Local Area Personal Income.” U.S. Bureau of Economic Analysis (BEA) - Bea.
gov Home Page. Web. 09 June 2010. Available at http://www.bea.gov/regional/reis/
default.cfm?selTable=CA1-3&section=2. (Accessed July 2010)

The Opportunity in Financial Services for Latinos

93

94

41.

North Carolina Transportation Expense, Source: North Carolina Department of
Transportation, North Carolina’s Department of Transportation’s annual report that
breaks down, by county, all construction and maintenance expenditures, federal, state
and local, from 1990 to 2008.

42.

2008 Survey of Remittances from the United States to Latin America, Inter-American
Development Bank. Available at http://idbdocs.iadb.org/wsdocs/getdocument.
aspx?docnum=1418521. (Accessed July 2010)
Inter-American Development Bank’s estimates are based on a comprehensive survey
that it conducted of 5,000 Latin American adults currently living in the United States.

43.

Chin, Aimee , Leónie Karkoviata, and Nathaniel Wilcox, 2009, “Impact of Bank Accounts
on Migrant Savings and Remittances: Evidence from a Field Experiment.”

44.

Inter-American Development Bank conducted the survey for 2001 but the estimates
are not available publicly http://www.iadb.org/mif/remesas_usamap2008.
cfm?language=English (Accessed July 2010)

45.

Chin, Aimee , Leónie Karkoviata, and Nathaniel Wilcox, 2009, “Impact of Bank Accounts
on Migrant Savings and Remittances: Evidence from a Field Experiment.”

46.

Torres, Gerver, Brett Pelham and Steve Crabtree, 2009, “Half of New Latino Immigrants
to U.S. Send Money Abroad” Gallup Social and Economic Analysis, Available at http://
www.galllup.com/poll (Accessed July 2010)

47.

According to the SNL data provider http://www.snl.com (Accessed July 2010)

Perdido En La Traducción

48.

The Opportunity in Financial Services for Latinos

Description

Definition

Capital in 2000

Allowance for Loan Losses + Regular Reserve +
Other Reserves + Uninsured Secondary Capital +
Appropriation for Non-Conforming Investments +
Accumulated Unrealized Gains or Losses on AFS Secs +
Undivided Earnings + Net Income

Assets

Sum of all assets. This must also equal the sum of
LIABILITIES AND EQUITY.

Liabilities

Total Borrowings + Accrued Dividends Payable on
Shares + Accounts Payable and Other Liabilities + Total
Shares and Deposits
Loans Total of all loans outstanding, excluding loans
to other credit unions. Loans to other credit unions are
considered investments and should be reported on the
INVESTMENT SCHEDULE.

Deposit

Should include the sum of all deposits both member
and non-member.

Provision for
Loan Losses/
Loans

(Expense recorded in order to maintain the
allowance for loan losses account. ) / (Total of all
loans outstanding, excluding loans to other credit
unions. Loans to other credit unions are considered
investments and should be reported on the
INVESTMENT SCHEDULE. )

Operating
Income Return
on Investment

(Net Interest Income + Non-Interest Income) /
(Sum of all assets. This must also equal the sum of
LIABILITIES AND EQUITY. )

ROA

Annualized: Return on Average Assets

Total Interest
Income/ Assets

Total Interest Income/Average Assets

NPLs/ Loans

Total Nonperforming Loans (Delinquent)/ Total Loans &
Leases (Net of Unearned Income & Gross of Reserve)

Fee Income

Fees charged to members for services or membership
(i.e., overdraft fees, ATM fees, credit card fees, etc.).

Net Interest
Margin

Interest on Loans and Investments - Cost of Funds

Net Margin

Gross Income- Cost of Funds

Operating
Income

Net Interest Income + Non-Interest Income
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Where

is the cumulative distribution function of

In this case the observed values of
are just realizations of a binomial process with
probability given by the above equation and varying from trial to trial depending on .
Hence the likelihood function is

The functional form of in the above equation will depend on the assumptions made
about . If the cumulative distribution of
is logistic, we have the logit model.
In this case

Hence,

Under this assumption, the likelihood function can be written as

To find the maximum likelihood estimate of

Hence,

we have

gives

These nonlinear equations provide the estimate of

. The information matrix is

If the estimates are denoted by then the asymptotic covariance matrix is estimated by
. These estimated variances and covariance matrix enable us to test hypotheses
about the different elements of .
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