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ABSTRACT 
This paper reports on a research project, conducted in Laredo, Texas, aimed 
at understanding the banking needs and habits of immigrants, specifically in 
the Texas-Mexico border region, as they acculturate to the host country, i.e. 
the United States. A secondary objective is to provide useful points or 
guidelines to the US banking community so that it might develop better 
ways of meeting these immigrants’ banking needs. Here we analyze and 
report some results of that project. They indicate that credit cards, checking 
accounts and personal loans are the most popular banking services. Quality 
of service speed of service, ATM availability and offering of free services are 
the top four reasons, in that order, which influence the choice of a bank.  
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ATM is the most popular method of banking, followed by in-person and 
online. 
 
Key words: Banking behavior, preferred banking method, immigrant 
acculturation, Texas-Mexico border region 
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I. INTRODUCTION 

 As people immigrate to the United States, they may initially be interested in 
only transferring a portion of their money home to their families abroad. A 
2012 study by Inter-American Dialogue (Orozco, 2012) reported that Latin 
American countries received nearly $70 billion in remittances from abroad in 
2011, and Mexico accounted for nearly one-third.  See Appendix Table 1.  
However, our study found that as immigrants assimilate into the new 
culture, their banking needs expand, in a manner akin to Maslow’s 
“hierarchy of needs” (1943).  A million foreigners enter the US each year, and 
nearly three fourths are from Asia and Latin America, (Martin and Midgley, 
2006). Martin and Midgley (2006) also observe that immigration accounts for 
a third of the recent population growth in the US. As for Hispanic 
Americans, as of July 1, 2009 the estimated Hispanic population stood at 48.4 
million, making them the nation’s largest and fastest growing ethnic 
minority; Hispanics constitute 16% of the US population. (US Census Bureau, 
2011). To more effectively serve the changing needs of immigrants, banks 
and other financial institutions must understand them better, including their 
eventual acculturation into the host country as well as their changing 
remittance patterns.  
  

II. CONCEPTUAL AND THEORETICAL REVIEW 
 

A. Immigrant Banking: Previous studies which focused on banking 
needs of immigrants in this country include Durana (2010) who provided a 
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list of successful financial literacy programs. Newberger et al. (2006, p.1) 
asserted “The extent to which immigrants participate in the banking system 
is a key measure of success in terms of integration into the economic 
mainstream”.  
On April 27, 2005, the state of Texas launched the Texas New Alliance Task 
Force (TNATF), a coalition of financial institutions, federal agencies and 
community organizations, charged with encouraging immigrant access to 
mainstream financial services (E-perspectives, 2005). A KPMG report (2010) 
provides useful advice to bankers, stressing that the key to sustaining 
customer confidence is to redefine customer value in a rapidly changing 
world. The report continued: 

“Redefining customer value is going beyond planning, to delivering 
good customer satisfaction levels across all the customer segments. It 
involves assessing customers' perceived values and their relative 
importance and determining how best a bank should position itself to 
deliver services that match customers' perceived value in order to gain 
a competitive edge.” 

 
The same report adds that, to redefine customer value, a bank needs to 
profile customers, identify value elements, spot high value customers, and 
develop delivery strategies” (KPMG, 2010; p. 13). 
 

B. Acculturation: Acculturation can be defined as “cultural 
modification of an individual, group, or people by adapting to or borrowing 
traits from another culture, and has been identified as a non-linear process 
that is, a multidimensional construct. Researchers have studied it from 
different perspectives and have attributed the process of acculturation to 
several factors, among them age (Amuedo et al., 2004), income (Parker & 
Preston, 2005), education (Wang, 2009), and duration of stay in host country 
(Sunkyu et al., 1994). We sought to capture these factors in our survey. 
Further, we chose to include Brief ARSMA II measures of acculturation 
developed by Cuellar et al. (1995) and limited to the language dimension of 
acculturation. Brief ARSMA II allows for obtaining measurement of the 
language dimension of acculturation in terms of a) Mexican Oriented Sub-
Scale, b) Anglo Oriented Sub-Scale and c) Combined scale for the level of 
acculturation.  Our acculturation categories are to be understood in the light 
of these measures. 
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C. Financial Literacy: We chose to limit the definition of financial 
literacy to generic financial knowledge rather than banking-specific financial 
knowledge. We assessed financial literacy based on responses to four 
multiple choice questions and subjected respondents’ composite scores on 
them to further analysis. 

 
D. Focus of this study: This research is focused on meeting the first 

two recommendations of the KPMG report, i.e., profiling customers and 
identifying value elements. (2010, p. 13). In section 3 we discuss data and 
methodology, survey process and related issues. Section 4 presents 
demographic details of our sample, and a discussion of insights from 
descriptive and inferential statistical analyses.  Section 5 lists the 
contributions/limitations of the research and suggestions for future studies.   
 

III. METHODOLOGY 
 

A. Survey Sample: A survey was administered to bank customers in 
Laredo, Texas. An initial questionnaire was developed in a sequential 
process beginning with a pilot study followed by data collection. We then 
developed a second version, incorporating suggestions from bankers and 
other pre-tests. While the first version was limited to English, the second was 
developed in both Spanish and English. We received 302 responses to the 
first and 299 to the second. After we reviewed and screened for incomplete 
or defective surveys, we analyzed 581 valid ones.  The results of our 
research4 refer to the combined data of a core set of items common to both 
versions.   

 
B. Measures: we use an acculturation measure based on Brief ARSMA 

II (Cuellar and Maldonado, 1995) because our survey sample is from a US-
Mexico border region where the majority of the population is Hispanic. The 
categories for sophistication of banking services were developed based on 15 
banking services.  Following is the list of categories of sophistication of 
banking services, 
4th (highest) level: Any two of the following: “home equity loan”, “money 
market account”, “investment services”, and “brokerage account”. Third 
Level: Any three of these categories: “insurance”, “mortgage”, “online 
banking”, “certificate of deposit”, “and personal loan”. Second Level: Any 

                                                           
4
 The survey instruments are available upon request. 
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two of “bill payment”, “credit card”, and “savings account”. First Level: Any 
two of “money transfer to other countries”, “checking account”, and “debit 
card”, OR use any of the five services from the list of fifteen listed above, in 
any combination. Finally, zero, the lowest level: All remaining services not 
classified in the above categories. 
   

C. Survey instrument: The survey instrument had three groups of 
questions. Group A consisted of questions related to banking habits and 
needs. Group B questions dealt with financial literacy, and Group C were 
demographical questions. Group A questions called for details about banks 
used by participants, factors that impacted their choice of banks, preferred 
banking method, etc. In all, 16 items were included under banking services, 
forming the basis for classifying the survey population on the scale of 
sophistication of usage of banking services. Group A ended with a list of 12 
sub-items adopted from “brief acculturation rating scale for Mexican 
Americans II” (Cuellar et al., 1995).  Group B has four basic finance-related 
questions which seek to understand a single construct of financial literacy. 
The sum of these four responses is computed as a measure of participant’s 
financial literacy, ranging from 0 to 4. Group C, dealing with demographic 
details, consisted of questions which capture age, gender, educational level, 
place of birth, marital status, total number of members in the household, 
annual household income, number of credit cards held, years of working 
experience, and duration of stay.  

 
D. Statistical methods: We developed indices for financial literacy, 

sophistication of usage of banking services, and acculturation. These derived 
variables are used for analyzing correlations and ANOVA.  
 

IV. RESULTS AND ANALYSIS 
 
Of the 581 valid responses, 311 (53.53%) were female, and 248 were male 
(42.69%), with 16 (2.75% - no responses) and 6 (1.03% - preferred not to 
respond).  
 

A. Descriptive Statistics: 
Banking Services: Credit card and checking account service are the most 
heavily used. All services with a mean score of above 0.50 indicate the use by 
more than 50% of the survey population; and thus highlight an important 
profile aspect of bank customers in the border region.  See Table 1. 
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Table 1: Banking service usage in descending order of popularity 

 Banking Service 
N 
Valid 

Mean Std.  
Deviation 

Credit Card 581 .64 .481 

Checking account 581 .59 .492 

Personal loan 581 .56 .496 

Savings account 581 .53 .500 

Online banking 581 .51 .500 

Debit Card 581 .44 .496 

Investment service 581 .36 .481 

Home Equity loan 581 .27 .445 

Insurance 581 .27 .443 

Bill payment service 581 .25 .433 

Certificate of Deposit 581 .22 .414 

Mortgage 581 .22 .411 

Monetary transfers to other countries 581 .21 .405 

Brokerage account 581 .17 .375 

Money Market account 581 .12 .320 

 

Cross-tabulations reveal that the most important associations among 
banking services are debit card and checking account (0.499 at p=0.01), 
investment services and personal loan (0.473 at p=0.01), savings and 
checking accounts (0.461 at p=0.01), and personal loan and credit card (0.405 
at p= 0.01).   
 
Factors influencing the choice of banks: Table 2 summarizes the responses to 
factors influencing the choice of banks.  
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Table 2: Factor influencing the choice of a bank  

Factors influencing the choice of banks Mean 
Std. 
Deviation 

  Statistic Statistic 

Quality of service 4.43 1.081 

Speed of services 4.40 .980 

ATM availability 4.30 1.169 

Many free services 4.30 1.076 

Low fees 4.24 1.211 

Low interest rates on loans 4.22 1.261 

Convenient hours of operation 4.17 1.143 

Many banking services 4.03 1.213 

Online banking 4.02 1.381 

High interest rates on my deposits 4.00 1.388 

Proximity to my home/work place 4.00 1.231 

Personal relationships 3.91 1.241 

Services provided in multiple languages 3.55 1.445 

Able to send money to other countries 3.04 1.557 

My employer uses the same bank 3.03 1.632 

Valid N =581     
 
Preferred Banking Method: Table 3 summarizes participants’ responses to 
preferred banking method in rank order.  
 

Table 3: Preferred banking method 

Preferred Banking Method Mean 
Std. 
Deviation 

Automated teller machine (ATM) 3.61 1.349 

In person 3.49 1.355 

Online 3.03 1.708 

Phone - with an automated phone system 2.43 1.482 

Phone - with a live representative 2.38 1.427 

Mail 1.75 1.318 
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Sophistication of usage of Banking Services: Results indicate that less than 
1/6th of the surveyed population (N=581) fall in the highest level of 
sophistication, and less than 1/5thfall in the least sophisticated category. 
More than 1/4th   fall in the middle cluster, i.e., moderately sophisticated. 
   

B. Financial Literacy: Financial literacy is measured with the help of 
four questions relating to knowledge about general personal finance. 
Cronbach’s alpha for the four items was  0.857 (based on standardized 
items), considered a good measure of internal consistency of items under 
study measuring the latent construct. The sample population’s scores on 
financial literacy were rather low with the average being 1.30 out of a 
possible 4. Further analysis, which is beyond this paper’s scope, will shed 
additional light on discernible differences between groups of respondents. 

 
C. Acculturation scale measurements: Predictably, items measuring 

Anglo-Oriented Sub-Scale (AOS) and the Mexican-Oriented Sub-Scale (MOS) 
loaded on the expected factors. A principal component analysis-based factor 
analysis showed all items loading on respective factors, with loadings higher 
than 0.65, well above the threshold value of 0.40, deemed acceptable 
(Nunnally & Bernstein, 1994).  The Cronbach’s alpha was 0.875 for MOS, and 
0.826 for AOS, and both alpha estimates are deemed acceptable (Nunnally & 
Bernstein, 1994). AMOS is the difference between the AOS and the MOS 
scores. Technically speaking, since AOS could be between 1 and 5, and MOS 
can be between 1 and 5, AMOS score can be between -4 and 4; thus an 
acculturation categorization is constructed and reported in Table 4. 
 

Table 4:  AMOS Categorization 

Participant’s AMOS range AMOS category 
<= -1.5 1 
-1.49 to -.01 2 
0 0 
.01 to 1.49 3 
1.5 to 2.49 4 
>=2.5 5 
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Category 0 is a non-response category and thus not suitable for any 
comparison. Category 0 can also draw participants who are strongly 
bilingual, being Mexican and American oriented in equal measures, thus 
resulting in net score of 0 (zero). To discern useful insights, we performed 
ANOVA on known pairs of independent and dependent variables. Results 
are listed below. (We realize that some dependent variables such as 
household income and acculturation level are coded in categories, even 
though they are continuous quantitative variables. 
  

D. Effect of Acculturation: We conducted a one-way ANOVA to 
investigate the effect of acculturation on financial Literacy, total household 
income level, and highest education level in acculturation categories 
(computed per Brief ARSMA II).  Of the three dependent variables, financial 
literacy and annual household income appeared to show significant 
differences in variance (p<.020) whereas Highest Education level showed 
homogeneity in variance (p = 0.298). Results indicated that all three 
dependent variables have significant differences in mean value between 
treatment groups (acculturation levels). Post-hoc test of multiple 
comparisons reveal that categories 1 and 2 are significantly different from 
categories 3, 4, and 5 with respect to all three dependent variables (p <.05).  
Interestingly, there were no significant intra-group differences between 
groups 1 and 2 nor between groups 3, 4 and 5.  From Table 4 above we can 
note that categories 1 and 2 comprise participants who scored below 0 on 
their AMOS composite metric (either moderately or highly Mexican 
oriented) while categories 3, 4, and 5 represent participants whose AMOS 
score is positive (low, moderate and highly Anglo oriented). Category 0, a 
non-category, appears to draw members from all categories, thus the mean 
values of that category does not differ from any of the other five categories.  

 
E. Effect of Acculturation on preferred banking method:  To this 

end, we performed a one way ANOVA. Banking methods, “online” and 
“mail” failed the test of homogeneity of variance at p < .05 but all other 
methods appeared to have cleared indicating a homogenous variance among 
treatment groups. Results are reported in Table 5. Only online banking 
appeared to be significantly different between the treatment groups (p < 
0.001). 
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Table 5:  ANOVA effect of acculturation on preferred banking method 

ANOVA 

Treatment effect between acculturation categories F Sig. 

In person Between 
Groups 

1.019 .406 

Phone - with a live representative Between 
Groups 

2.118 .062 

Phone - with an automated phone 
system 

Between 
Groups 

.761 .578 

Online Between 
Groups 

8.493 .000 

Automated teller machine (ATM) Between 
Groups 

1.125 .346 

Mail Between 
Groups 

.682 .637 

 

In post-hoc tests of multiple comparisons, we notice with respect to ‘Online’ 
method that categories 1 and 2 are significantly lower by 0.80 on a possible 
range of 1 to 5 than those of categories 3, 4, and 5 (see Table 4).  We conclude 
that, regardless of place of birth, Anglo-oriented participants preferred 
online banking more than their Mexican-oriented counterparts.  Banking 
method, “Phone with live representative” (p = 0.062) prompted a closer look 
at post-hoc results, revealing that category 2  is significantly distinct from 
category 5 of AMOS categories. This is a rather surprising in that, on AMOS 
scale, categories 1 and 5 are on the extreme ends (see Table 4). Further review 
reveals that, “on phone with live representative” was given the option to 
speak in Spanish or English; thus the differences in response could be 
attributed to personal preferences rather than traits acquired through 
acculturation. 
 

F. Some Practical implications:  A number of practical implications 
can be inferred from the statistical analyses of section 4. Bankers and others 
can draw conclusions by mapping these results to their respective needs. 
a) “Credit card” and “checking account” are by far the most popular banking 
services, followed by “personal loan”, “savings account” and “online 
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banking” (all means > 0.50%). For obvious reasons, to be effective banks 
need to ensure that their service locations offer at least all of these two 
services.  
b) Respondents’ reasons for choosing a specific bank (or a branch location) 
reveal that, “quality of service”, “speed of service”, “ATM availability” and 
“many free services” rank as the top four reasons influencing this decision. 
c) Cross-tabulations of “services used” reveal strong associations between 
certain pairs of services. These findings provide clear guidelines for banks 
regarding the packages of offered services and associated charges. 
d) Low levels of financial literacy and of sophistication in usage of banking 
services reveal the need for bankers to provide services and programs that 
would enhance their customers’ financial literacy.  
e) The acculturation analysis clearly shows that a sizeable portion of the 
population has very strong Mexican orientation. This should signal bankers 
operating in this border region to provide services in both English and 
Spanish. Admittedly, the region’s banks are already aware of the ethnic 
composition of their customers, but our findings reaffirm and quantify these 
broad notions. 
 f) Results on the difference in the mean values between groups on various 
characteristics and preferences should provide valuable insights to bankers, 
helping them to refine their customer profiling techniques and to devise 
target marketing of certain banking services. For example,Anglo-oriented 
participants show a stronger preference for online banking than their 
Mexican-oriented counterparts. 
 

G. A Word of caution: We have not attempted in this paper to 
identify high-value customers or delve into delivery strategies and 
recommendations 3 and 4 of the KPMG report (2010, p.13).  Banks will have 
to analyze such high-value customer s and devise delivery strategies after 
profiling their customers and identifying the value elements. 

 

V. CONCLUSIONS, LIMITATIONS AND FUTURE 
RESEARCH 
 
Both acculturation and sophistication of usage of banking services are multi-
dimensional constructs. Our study is limited by its use of Brief ARSMA II 
metric to capture acculturation. We could only capture a snapshot of the 
association between variables that drive acculturation and the use of banking 
services. We did not attempt to establish the direction of causality between 
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the two attributes. Future research might gather time series data and 
explicitly test the hypothesis that, as they acculturate, immigrants gradually 
become more sophisticated in their banking needs and practices. 
Our sample, drawn from Laredo, Texas, a US-Mexico border city of 250,000, 
is bicultural and bilingual in English and Spanish. Thus, not all the findings 
can be generalized to non-border cities.  Future research may study 
respondents from different geographical areas and from different immigrant 
groups to better understand the effect of acculturation of other immigrants 
on their banking needs and preferences. 
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