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Abstract 
 
  This study explores the determinants of transaction account ownership amongst 
immigrants in the United States with a focus on policies that both promote and restrict 
their access to financial services. A major piece of legislation that has garnered criticism 
for its restrictive effects is Title III of the Uniting and Strengthening America by 
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 
(the USA Patriot Act), in particular Section 326 governing customer identification 
regulations. This study considers the likelihood that immigrants are unbanked before and 
after the Patriot Act, and whether the Act limits their access to banking. In addition, the 
research recognizes the influence of various government policies and bank initiatives that 
aim to encourage financial inclusion of immigrants.  The results suggest that immigrants 
in general are more likely to own a transaction account after the Patriot Act than before. 
Thus, the net result of policies that are intended to promote and those that are said to 
restrict access to banking points more to financial inclusion as opposed to exclusion. 
Finally, the probability of immigrants being unbanked varies according to various 
characteristics, such as country of origin, length of stay in the United States, place of 
residence and so forth, suggesting that outreach initiatives should be customized by 
community.   
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Chapter 1.  Introduction 
 

 This study builds from existing research on the determinants of banking amongst 

immigrants in the United States with a focus on weighing the policies that both promote 

and restrict their access to financial services. A major piece of legislation that has 

garnered criticism for its restrictive effects is Title III of the Uniting 

and Strengthening America by Providing Appropriate Tools Required to Intercept 

and Obstruct Terrorism Act of 2001 (the USA Patriot Act), in particular Section 326 

governing customer identification regulations. This study considers the likelihood that 

immigrants are unbanked before and after the Patriot Act, and whether the Act limits 

their access to banking. In addition, the research recognizes the influence of various 

government policies and bank initiatives that aim to encourage financial inclusion of 

immigrants. Ultimately, the net result is of primary interest – knowing that many policies 

and initiatives promote access to financial services, do they help mitigate any restrictive 

effect on transaction account ownership the Patriot Act may have? To answer this, 

Chapter 2 provides an overview of the global and domestic anti-money laundering 

(AML) regime that Title III was intended to bolster. Chapter 3 weighs the impact of this 

regime vis-à-vis policies and initiatives that encourage access to banking. Building from 

this overview, the next chapter offers a review of existing literature about the 

determinants of banking access amongst immigrants, which lays the foundation for an 

empirical analysis of the Patriot Act’s effect on being banked or unbanked described in 

Chapter 5. Finally, the results described in Chapter 6 suggest that a restrictive effect of 
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the Patriot Act is not apparent. Chapter 7 explores reasons for this, emphasizing the 

possible mitigating role of financial inclusionary policies motivated by banks and the 

Federal Government. 

 

Chapter 2.  An Overview of Money Laundering and Terrorist Financing  
 

A Global Perspective on Money Laundering and Terrorist Financing 

 Money laundering is the processing of income from illicit activities through the 

financial system in order to obscure its origin and make the assets appear legitimate 

(Buchanan, 117).1 It is a problem of global importance as financial systems are highly 

integrated and capital flows freely across borders. Given its illicit nature, measuring the 

magnitude of the global money laundering problem is challenging. Estimates from the 

IMF encompass a range between $600 million and $1.8 billion money laundered 

worldwide, or between 2 and 5 percent of the world’s GDP (U.S. Department of 

Treasury, 2001). A parallel issue is terrorist financing, a problem that has garnered 

considerable attention since the terrorist attacks on September 11, 2001.  

 The global AML regime has evolved over the last 30 years largely along two 

dimensions: prevention and enforcement. The prevention pillar includes a range of 

deterrents that aim to prevent criminals from using financial institutions or private 

                                                            
1  Additional definitions of money laundering exist, including those adopted by the United Nations 
Convention Against Illicit Traffic in Narcotic Drugs and Psychotropic Substances (1988), the United 
Nations Convention Against Transnational Organized Crime (2000), the International Monetary Fund and 
the Financial Action Task Force. By and large, the given definition reflects a widely accepted definition of 
money laundering. 
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individuals to launder illicit funds. Sanctions, regulation and supervision, reporting and 

customer identification programs (CIP) fall under the rubric of the prevention pillar 

(Reuter & Truman, 2004, p. 46). The enforcement pillar establishes predicate crimes and 

develops the State’s capacity to investigate, prosecute and punish money laundering 

offenders (Reuter & Truman, 2004, p. 47). From the global perspective, these two pillars 

are grounded in several key Conventions, statements of principles and recommendations 

from international actors in this space. As one of the earliest examples, the United 

Nations Convention Against Illicit Traffic in Narcotic Drugs and Psychotropic 

Substances in 1988 represents the first international call for the criminalization of money 

laundering (Article 3, Section 5). 

  In addition to the United Nations, the Financial Action Task Force (FATF) is 

another important international actor involved in the fight against money laundering. It is 

an intergovernmental policy-making body, consisting of 32 jurisdictions and 2 regional 

organizations - the European Commission and the Gulf Cooperation Council (Financial 

Action Task Force, 2008). It was established in 1989 by the Group of 7 to consolidate the 

global commitment and response to a burgeoning money laundering problem.2 The 

organization’s 49 Recommendations set the international standard for Anti-Money 

Laundering/Counter Financing of Terrorists (AML/CFT) regimes, which identify specific 

legal and regulatory measures to deter money laundering and terrorist financing.  In order 

to promote the adoption of its AML/CFT standards, FATF maintains a list of non-

                                                            
2  The Group of 7 consists of the United States, Japan, West Germany, France, Britain, Italy and 
Canada 
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cooperative countries and territories, and it conducts a Mutual Evaluation Review process 

through which member countries evaluate each other’s AML regimes (Schott, 2006, p. 

48). The World Bank and IMF have both integrated FATF criteria and methodology into 

their Financial Sector Assessment Program. Importantly, it was the original 40 

recommendations of FATF, proposed in 1990, which fully articulated for the first time in 

the international arena the notion of “responsibilization”. The crux of this concept, which 

later is reflected in the USA Patriot Act, is that financial institutions should take the 

necessary and appropriate measures to identify their customers, retain their records and 

report all suspicious transactions (Koh, 2006, p. 41).  In effect, the private sector, 

particularly banks and other financial institutions, have emerged as critical allies to 

government and law enforcement in the fight against money laundering and terrorist 

financing (De Koker, 2006). 

 

The Anti-Money Laundering Regime in the United States 

 In response to potential criminal exploitation of the U.S. financial system, the 

U.S. Congress bolstered the AML/CFT legal regime with new tools for government and 

law enforcement. One of the most prominent, and often controversial, pieces of 

legislation enacted after the terrorist attacks on September 11, 2001 was the Uniting and 

Strengthening America by Providing Appropriate Tools Required to Intercept and 

Obstruct Terrorism Act of 2001. This Act, more commonly referred to as the “the Patriot 

Act”, was signed into law by then President George W. Bush on October 26, 2001. A 
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crucial component of the Patriot Act is Title III – the International Money Laundering 

Abatement and Anti-Terrorist Financing Act of 2001. Although this statute includes 

measures already covered in various international conventions, standards and domestic 

legislation, it mandates the extension of CDD and related reporting requirements to both 

core (i.e. banks, securities firms, insurance companies, etc.) and non-core financial 

institutions (i.e. money service businesses and more broadly any entity involved in 

money management activities) (Reuter & Truman, 2004, p. 56).  

 Under Title III, Section 326, financial institutions are required to implement CIP 

through which banks must verify the identity of anyone seeking to open a new account or 

make a transaction.3 Moreover, the government mandates that banks maintain records of 

new customers and that they crosscheck identities with lists of various terrorists and 

terrorist organizations (31 U.S.C.A. §5318(l)).4 The scope of the regulations reflects a 

risk-based approach to the AML regime in the United States. Specifically, Section 326 

allows some flexibility for banks to determine, on a case-by-case basis, the reasonable 

length of time to verify a new customer’s identity (Holloman, 2003). Section 314 of Title 

III complements the strengthening of customer due diligence procedures. Titled 

“Cooperative Efforts to Deter Money Laundering,” this section calls on the Secretary of 

the Treasury to adopt regulations that encourage greater cooperation between financial 

institutions, regulatory authorities and law enforcement authorities. Moreover, Section 

                                                            
3  Section 326 - Identification and verification of accountholder requirements – is codified at 31 
U.S.C.A. §5318(l).  
4  Records include names, addresses, dates of birth, taxpayer identification numbers (or passport 
numbers for  foreign clients) and beneficial owner of funds in cases of money transfers. 
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314 promotes increased information sharing across sectors regarding individuals and 

organizations engaged in or suspected of money laundering (31 U.S.C. § 5311). Taken 

together, Section 326 and 314 represent the Congress’ practical efforts to operationalize 

FATF’s responsibilization approach in order to strengthen the prevention pillar of the 

AML regime in the United States.   

 

Chapter 3.  Weighing the Impact of the AML Regime Vis-à-vis Bank Outreach 

 Notwithstanding the importance of the Patriot Act in the fight against money 

laundering and terrorist financing, critics of the AML regime assert that it imposes both 

financial and non-financial costs on government, the private sector and the public at 

large. This study focuses primarily on the latter group, and more specifically on the 

immigrant population in the United States. Indeed, for different reasons immigrants are 

the direct and indirect targets of both AML regulations as well as outreach initiatives of 

banks seeking to expand their markets. An important policy question that stems from this 

is which of these appears to be more influential – government policies and regulations 

that purportedly restrict access to banking, or bank outreach initiatives that seek to 

promote it? Indeed, government policies to promote financial inclusion amongst 

immigrants should also be taken into account in the analysis. Before diving into the 

relevant empirical literature and studies addressing this question, it is first important to 

outline the two seemingly opposing forces that influence immigrants’ access to basic 

banking services.  
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The Potential Restrictiveness of the AML Regime on Access to Banking 

A serious concern for evolving AML regimes is the impact of new regulations on 

selected segments of the population. In particular, do additional requirements on banks to 

strengthen due diligence and customer identification programs impact some bank 

customers more than others? The Financial Services Authority (FSA), an independent 

non-governmental body that regulates the financial services industry in the U.K., devotes 

a section to its money laundering policy statement that reflects a legitimate concern for 

this question. It highlights three rules laid out in the FSA Handbook, which clearly 

articulate general sensitivity towards financial exclusion as a result of the U.K.’s AML 

regime: 

The guidance in Money Laundering [rule] 3.1.5G to Money Laundering 
[rule] 3.1.7G aims to help relevant firms ensure that where people cannot 
reasonably be expected to produce detailed evidence of identity, they are 
not denied access to financial services. Although a relevant firm must 
always take reasonable steps to check who its client is, relevant firms will 
sometimes be approached by clients who are at a disadvantage, or who 
otherwise cannot reasonably be expected to produce detailed evidence that 
helps to confirm identity. An example could be where a person does not 
have a passport or driving license, and whose name does not appear on 
utility bills (Financial Services Authority, 2001).    
 
In one of the most comprehensive reviews of both the global and U.S. AML 

regime to date, Reuter and Truman (2004) also address the conflict between national 

security and financial exclusion framed in the FSA Handbook. The authors assert that 

certain aspects of the AML regime in the United States may place a disproportionate 

burden on poorer households. To illustrate this, they cite problems that low-income 
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immigrant communities have in opening bank accounts due to increased demands for 

multiple forms of identification. Therefore, an important consequence of enhanced 

regulations is reduced access to the traditional banking system, which in turn can lead to 

greater use of the informal economy. For instance, immigrants that wish to send cross-

border remittances could be forced to do so through networks of money brokers, relatives 

or individuals. Consequently, the AML regime itself becomes less effective. Reuter and 

Truman (2004) argue, “the larger the flow of legitimate funds through unregulated 

channels, the harder it is to find money laundering through the same mechanisms” (p. 

102).  

While many banks appear to have adapted to regulations set out in the Patriot Act, 

a study by Inter-American Dialogue, a policy think-tank based in Washington D.C., 

suggests that the Patriot Act may present challenges for banks in conducting business 

with immigrant populations. Orozco (2006) surveyed more than thirty U.S. banking and 

depository institutions and found that 43 percent of those interviewed report the Patriot 

Act as a major concern in offering financial services to immigrants. This concern was 

ranked above “the ability to educate customers,” “organizational constraints” and 

“establishing trust in the community” (Orozco, 2006). Orozco (2006) identifies a link 

between Patriot Act regulations and account ownership amongst immigrants, but his 

study suffers from a relatively small sample size. During 2008, the Federal Deposit 

Insurance Corporation (FDIC) conducted a nationwide survey of FDIC-insured 

depository institutions to assess their efforts and challenges in serving communities 
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without a basic bank account. “Regulatory barriers” ranked second only to “profitability 

issues” and above “fraud concerns” in terms of the greatest challenge banks report in 

serving or targeting unbanked communities. Importantly, 40 percent of the banks 

surveyed expressed that the regulatory impediments were related to maintaining 

compliance with the Patriot Act and the Bank Secrecy Act (Federal Deposit Insurance 

Corporation, 2009).5  Unlike Orozco’s study, however, the FDIC does not provide any 

additional insight linking the Patriot Act to financial exclusion amongst immigrant 

populations. It is possible to infer generally, taking these studies together, that a positive 

association exists between the added regulations of Section 326 and the likelihood of not 

owning a transaction account amongst immigrants.  

 

Promoting Access to the Financial System: Bank Outreach and Government Policies 

 Despite tighter know your customer (hereafter referred to as “KYC” regulations) 

requirements, financial institutions in recent years have conducted intense outreach in 

immigrant populations. Reaching immigrants communities is a strategic business 

decision for banks. For small community banks, a healthy market share in the immigrant 

population is crucial: “On average, community banks finance 40 to 65 percent of their 

assets using local household and business deposits, compared to about 30 percent for 

large banks” (Newberger, Paulson, Singer, & Smith, 2006, p. 31). In addition, the authors 

asssert that the changing demographics of many communities drives the business strategy 

                                                            
5  The bank survey was voluntary and consisted of mail-in survey questionnaires administered to a 
nationally representative random stratified sample with approximately 1,300 respondents (FDIC, 2009). 
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to attract new clients from the immigrant market (p. 13). For instance, banks will hire 

bank staff from a local immigrant community who speak the language of potential new 

clients and can facilitate a cultural connection (Bair, 2003). This is particular important 

given that many immigrants avoid the banking sector out of a culturally-influenced 

distrust for financial institutions (Newberger, Paulson, Singer, & Smith, 2006, p. 33). 

Other initiatives directed towards immigrants include the provision of free checking 

accounts, services for people with poor credit history, financial literacy programs, 

developing partnerships with community organizations, public outreach and bi-lingual 

marketing campaigns and so forth. 

An important aspect of AML regulations is that while they require CIP, banks are 

allowed to select the types of identification they will accept. This reflects a risk-based 

approach to AML policy, which promotes self-regulation by virtue of market 

competition. Banks that are more risk-averse will have the most stringent identification 

requirements based on a risk assessment of the market, accepting only traditional forms 

of identification like a social security number, passport and birth certificate. Other banks 

accept alternative forms of identification, one of the most prominent examples being the 

Mexican Consular Identification Card (CIC), or “matrícula consular.” The Government 

of Mexico issues a matrícula consular to Mexican nationals in the United States that 

provide an original birth certificate, official photo identification acceptable in Mexico or 

the United States and proof of residence in the consular jurisdiction (Maimbo & Ratha, 

2005, p. 249). In 2003, the U.S. Treasury issued its most recent statement to date 
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regarding the matrícula consular, stating that it will not prohibit its use as an acceptable 

form of identification when opening a bank account (U.S. Department of Treasury, 

2003). As of 2004, approximately 70 banks and 56 credit unions, including Citibank, 

Bank of America, US Bancorp, and Wells Fargo, accept the matrícula as a form of 

identification (National Conference of State Legislatures, 2004). Clearly, this policy is 

aimed at promoting financial inclusion amongst the largest immigrant population in the 

United States, yet it is unofficial in that the government has yet to endorse or require 

financial institutions to accept alternative forms of identification.  

 Other legislative and regulatory initiatives help to promote access to U.S. 

financial institutions amongst the immigrant population. For instance, Congress has 

enacted a number of laws and subsidy programs that prohibit financial institutions from 

withholding credit services on the basis of national origin and other characteristics 

(Newberger, Paulson, Singer, & Smith, 2006).6 On the federal level, the Community 

Reinvestment Act (CRA) grants authority to Federal supervisory agencies to “encourage 

[financial institutions] to help meet credit needs of the local communities in which they 

are chartered consistent with the safe and sound operation of such institutions” 

(Community Reinvestment Act, 1977, Chapter 30). In addition, the CRA included 

reporting provisions that at one time required the Board of Governors of the Federal 

Reserve System, in consultation with various government agencies, to submit to 

Congress a risk assessment of lending in low-income, minority and distressed 

                                                            
6  Examples of such fair lending laws include the Fair Housing Act (FHA), Equal Credit Opportunity 
Act (ECOA), Home Mortgage Disclosure Act (HMDA) and the Community Reinvestment Act (CRA).  
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neighborhoods. The purpose of the reports was to help Congress understand whether the 

risk of lending in these neighborhoods exceeded the risks of lending elsewhere, and if so, 

to identify the legal regime that could help mitigate the risks (Community Reinvestment 

Act, 1977, Section 910). The description of the CRA not only illustrates the 

government’s efforts to promote financial inclusion, but also the importance of 

Congressional intent in understanding the legal and policy backdrop of access to banking 

amongst immigrants. Historically, Congress has sought a balance between laws 

preserving access to financial services and the corollary AML regulations aimed at 

preventing criminal exploitation of the financial system. This research offers some 

insights into the net results of these potentially conflicting efforts.  

 

Chapter 4.  Review of the Literature on Access to Banking 

 The previous sections laid the foundation for understanding the goals and tools of 

AML regimes, their impact, and in particular, to describe CIP regulations set out in Title 

III of the Patriot Act. In addition, the potential for financial exclusion as a result of 

regulations in Section 326 was explored conceptually, in part by illustrating the 

experience of the United Kingdom. The initiatives aimed at promoting access to the 

financial system, on behalf of both the private sector and government, were also 

considered in order to highlight the measures that potentially counter financial exclusion 

amongst immigrants. Drilling deeper into the issues, the following section will examine 

the body of empirical literature in two areas: 1) the determinants of access to banking 
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services amongst immigrants, and 2) the impact of Section 326 and increased KYC 

regulations. While the latter is important to include for gaining a comprehensive 

understanding of existing literature, there are unfortunately few quantitative studies to 

draw from. Nonetheless, numerous studies have analyzed socio-economic and 

demographic factors that influence whether a household is banked or unbanked (i.e. with 

or without a checking and/or savings account). These studies in particular form the 

foundation to develop future research regarding the impact of the Patriot Act. 

 

Which Households Are Unbanked?  

Estimates regarding the total unbanked7 population in the United States diverge. 

According to the Survey of Consumer Finances (SCF), which oversamples wealthy 

households, approximately 10 percent of U.S. families lacked a transaction account in 

2001 (Aizcorbe, Kennickell, & Moore, 2003). The Panel Study of Income Dynamics, 

which oversamples low-income families, indicates that 22 percent of households in 

America are unbanked (Belsky & Retsinas, 2005). Although exact figures vary, the 

literature assessing the demographics of unbanked households is informative and 

extensive. The characteristics of the unbanked population have commonalities across 

numerous studies. Households without bank accounts are likely to be younger, non-white, 

unemployed, renters as opposed to homeowners; they also tend to have less education 

                                                            
7   “Unbanked” refers to those households without transaction accounts. “Transaction accounts” is a 
broad category of accounts consisting of checking, savings and money market deposit accounts, money 
market mutual funds and call accounts at brokerages (Aizcorbe, et al., 2003). 
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and lower levels of income and net worth (Caskey 1994, 1997a; U.S. Department of the 

Treasury, 1997; Hogarth & O’Donnell, 2001; Aizcorbe, Kennickell, & Moore, 2003; 

Hogarth, Anguelov and Lee, 2004).  

A subset of the literature in this area focuses on the determinants of being 

unbanked for U.S. immigrants versus non-immigrants. Rhine and Green (2006) analyzed 

socio-economic and demographic variables by immigrant groups and arrived at results 

that are consistent with other studies that do not control for immigrant status. For 

instance, households with more education, more income and higher net worth are less 

likely to be unbanked than their counterparts within the same immigrant sub-grouping. 

They also found that Mexican immigrants are 17 percentage points more likely to be 

unbanked than Asian immigrants, and approximately 15 percentage points more likely to 

be unbanked than European immigrants (Rhine & Greene, 2006, p. 33).8 Moreover, 

undocumented Mexican immigrants are almost 8 percentage points more likely to be 

unbanked than documented households (Amuedo-Dorantes & Bansak, 2006, p. 396). 

Whether this statistic is evidence supporting the effect of the matrícula consular on 

increasing Mexicans’ access to the financial system remains unclear. These findings do 

suggest, however, that the immigrant population represents a large market of unmet 

demand for financial services. In addition, from the standpoint of national security the 

mass of unbanked immigrants infers a vital informal economy and a potential threat to a 

                                                            
8  The 1996 Survey of Income Program Participation (SIPP) longitudinal survey indicates that 53 
percent of Mexican households are unbanked while 37 percent of other Latin American households, 20 
percent of Asian households, and 17 percent of European households are without transaction accounts 
(Rhine & Greene, 2006, p. 23). 
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secure AML/CFT regime. Government agencies and the banking sector alike would 

benefit from a greater understanding of the effect of CIP and “know your customer” 

regulations on the U.S. immigrant population. Therefore, further research that attempts to 

isolate the impact of policies associated with immigrant groups’ financial exclusion (and 

inclusion) would provide a valuable, practical contribution to the existing literature.  

 

Why Are Households Unbanked? 

 A substantial body of literature has developed to characterize those who are 

banked versus unbanked, but less empirical research has been devoted to why some 

people have transaction accounts and others do not. The studies of John P. Caskey (1994) 

were among the first to explore this question and address the reasons for financial 

exclusion. In one of his earliest efforts, Caskey (1994) utilized data of the Survey of 

Consumer Finances to analyze the factors that explain the increase in unbanked 

households from 9.5 percent to 13.5 percent in the years spanning 1977 to 1989. He 

explored three possible causes of this increase: a rise in fees on deposit accounts with 

small balances, fewer bank branches in poorer neighborhoods, and a range of socio-

economic factors (Caskey, 1994, p. 87). He found that socio-economic factors alone 

explained the reduction in banked households during that period. Specifically, a 

household’s ability to save a part of its income is a major determinant of whether it owns 

a bank account. His studies concluded that factors related to savings and income are 

greater determinants for why households are unbanked than physical proximity to 
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financial institutions and bank fees. Although some researchers suggest that the lack of 

banks in low-income neighborhoods does in fact explain why households in these areas 

are unbanked (Juarez & Lieberman, 1997), subsequent studies support Caskey’s 

conclusion that reasons related to cash-flow management,9 costs and fees carry more 

significance (Aizcorbe, Kennickell, & Moore, 2003; Berry, 2004).  

The literature also suggests that account ownership reflects peoples’ attitudes 

towards financial institutions and banking. Early qualitative analyses by Schlax and Levy 

(1971) in this area seem to support a psychological explanatory variable, highlighting that 

preference for having “money in hand” and perceived loss of financial control help 

explain the swarms of unbanked. Others assert that some unbanked households may 

harbor a distrust for financial institutions and will therefore seek out other ways to handle 

their finances (U.S. Department of Treasury, 1997). Of particular relevancy to this study 

are indications that households are uncomfortable dealing with banks. When Caskey 

(1994) asked households about the most important reason for not having a checking 

account, approximately 13 percent of respondents of a 1989 survey reported that they “do 

not like dealing with banks,” which increased to 18 percent in 1997 (Caskey, 1994; 

Washington, 2004). While this percentage provides some indication of an “attitude 

factor” contributing to the unbanked, it is limited in the insights it provides. First, it is not 

explicitly clear from the literature whether uneasiness about banks varies by immigrant 

                                                            
9  In his 1989 survey, Caskey (1994) found that 31.6 percent of households said that they “don’t 
write enough checks to make it worthwhile” and 27 percent reported that they “don’t not have enough 
money” when asked why they do not have a bank account (Caskey, 1994, p. 105). 
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groups and characteristics. Second, it leaves ample room for interpretation of what it 

means to dislike dealing with banks. More recent studies provide deeper explanation of 

this response that can be linked to a key element of Title III – enhanced customer due 

diligence. 

Providing some reasoning behind respondents’ unease with banks, Caskey’s 

(1997) follow-up study suggests that many people may simply wish to keep their 

financial records private or that banks may not allow them to open an account 

(Washington, 2006, p. 110). Berry (2004) provides some nuance as to why people may be 

uncomfortable interacting with banks. He estimates that 7 percent of households are 

unbanked because they do no not want to deal with banks as opposed to 18 percent as 

Caskey (1997a) asserts and 23 percent as indicated in the 2001 SCF (Aizcorbe, 

Kennickell, & Moore, 2003, p. 10). Berry’s result diverges because, unlike the SCF, the 

question he poses includes a possible response of “don’t have proper identification.” 

Consequently, when asked to explain why they lack either a checking or savings account, 

more households cited this option over “don’t like dealing with banks.” Furthermore, 5 

percent of respondents chose the “identification” answer versus 4 percent who reported 

that they “do not trust banks” (Berry, 2004, p. 7). The distinction between Berry’s results 

and those reported in other studies regarding why households are unbanked is significant 

because clearly some people face hard barriers (i.e. unable to produce acceptable 

documentation) that may be inaccurately articulated as soft ones (i.e. psychological 

barriers). Berry’s findings also help to frame the policy implications relevant to research 
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on the Patriot Act, particularly as far as customer due diligence is concerned, if in fact 

some households’ uneasiness about dealing with banks is linked to an inability to meet 

identification requirements.  

 

Regulations and the Impact of the Patriot Act 

The review of the literature so far has focused largely on the characteristics of the 

unbanked and the potential reasons for why households lack transaction accounts. As this 

study explores the impact of Section 326 of the Patriot Act, it is also important to review 

some of the literature regarding the impact of regulations on being unbanked. Empirical 

research on the financial impact of the Patriot Act largely focuses on an analysis of 

compliance costs for banks. For instance, Dolar and Shughart (2007) estimate the cost 

burden on U.S. financial institutions of complying with Title III. They argue that the 

added costs of compliance due to new regulations stipulated in the Patriot Act place a 

disproportionally larger burden on small banks as compared to larger ones (Dolar & 

Shughart, 2007). Their focus, however, is on the Patriot Act’s influence on bank 

performance, as opposed to its effect on access to banking services. The question remains 

whether Federal regulations, particularly those related to Title III, Section 326 of the 

Patriot Act, influence the likelihood that immigrants are unbanked. 

A survey of the FDIC titled “Banks’ Efforts to Serve the Unbanked and 

Underbanked” draws from a nationally representative sample of U.S. banks that helps to 

address this question. A substantial portion of survey participants expressed significant 
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concern with new Federal compliance regulations. Responding to an open-ended 

question, 75 percent of banks reported that they are reluctant to cash checks for non-

customers due to reasons related to regulatory compliance, customer identification and 

loss prevention from potential fraud (Federal Deposit Insurance Corporation, 2009). 

Banks also report that the lack of valid identification makes serving non-customers 

difficult. Regarding alternative forms of identification that immigrants might use, less 

than 43 percent of respondents accept the matrícula consular and 83 percent of banks will 

not accept an Individual Tax Identification Number in lieu of traditional forms of 

identification like a driver’s license or passport (Federal Deposit Insurance Corporation, 

2008). Although the survey does not explicitly question banks about Title III or AML 

guidelines, the results demonstrate the consequences of enhanced regulations like those 

expressed in Section 326 and 314 of the Patriot Act. In short, the tightening of Federal 

KYC regulations appears to be associated with a greater reluctance amongst banks to 

serve non-customers as well as individuals without traditional identification. The results 

of the survey are instructive, and additional research would help to understand the impact 

of regulations specifically on immigrants who may wish to open accounts.   

 
 

Chapter 5.  Empirical Strategy and Data Description 

 The following analysis draws from two related but distinct areas of research that 

together offer empirical and conceptual guidance for understanding the impact of the 

Section 326 of the Patriot Act. First, the literature on the determinants of being unbanked, 
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particularly amongst immigrant populations, provides a foundation for understanding 

variation in banking access apart from the regulatory environment. Building from these 

studies, integrating a regulatory variable will help to expand understanding of which 

factors contribute to financial exclusion amongst immigrants. Second, existing research 

on the AML regime and the Patriot Act is sparse, but informative. Shifting Dolar and 

Shughart’s focus from the effect of Title III on financial institutions to consumers of 

banking services will help advance the body of knowledge regarding the impact of the 

AML regulations on the public.   

 

Hypothesis of Transaction Account Ownership 

 This study tests two hypotheses about the influence of the Patriot Act on 

transaction account ownership amongst immigrants. The first hypothesis examines 

whether greater financial regulations outlined in the USA Patriot Act are negatively 

associated with transaction account ownership amongst immigrants in the United States. 

The data allow for a more detailed analysis that explores the role of documentation on 

access to banking by separating immigrants into two main categories – non-permanent 

and permanent residents. This analysis will also test whether a negative association exists 

between Patriot Act regulations and transaction account ownership amongst non-

permanent residents only. Regardless of the relationship, non-permanent residents are 

expected to have a higher probability of being unbanked than permanent residents, who 

possess documentation (i.e. a green card) to facilitate their access to transaction 
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accounts.10  The hypotheses stem from a notion voiced by critics that as banks tighten 

their AML policies, immigrants experience greater challenges than non-immigrants in 

opening transaction accounts after the passage of the Patriot Act. If the hypotheses are 

rejected, the result would suggest that the Patriot Act either has no effect on transaction 

account ownership, or that other policies and initiatives are working to mitigate any 

adverse effect the regulations may have.  

 

An Overview of the Data 

This study uses data from the Survey of Income and Program Participation 

(SIPP), a longitudinal survey of the non-institutionalized, civilian population in the 

United States. The U.S. Census Bureau began the SIPP in 1983. Since then, researchers 

have used the survey data to examine a range of policy issues, particularly to measure the 

effectiveness, costs and coverage of government social programs. This analysis employs 

cross-sections of Wave 2 of both the 2001 and 2004 panels.11 In both years, the wave 

incorporates data related to transaction account ownership and immigration 

characteristics of survey respondents. It also contains additional information required for 

                                                            
10  In contrast to non-permanent residents, a permanent resident is someone who has been granted 
authorization to live and work in the United States on a permanent basis. As proof of that status, a person is 
granted a permanent resident card, also known as a "green card." Most individuals that become permanent 
residents are sponsored by a family member or employer in the United States. Other individuals may 
become permanent residents through refugee or asylee status or other humanitarian programs (United 
States Citizenship and Immigration Services, 2009). 
11  Extracts were created from one month of Wave 2 of each panel (May of 2001 and 2004). This 
includes data from each of the four rotations of interview groups surveyed throughout the Wave. The 
month of May was chosen because it contains the maximize number of observations for household heads. 
For a discussion on the SIPP data collection process and interview structure, see the 2001 SIPP’s User 
Guide at http://www.census.gov/sipp.  
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this study, namely, data on income, employment, education and demographics. 

Importantly, the selection of these panels assures that the data represents two historical 

contexts before and after the passage of the Patriot Act (in October 2001), which allows 

for an analysis of a Patriot Act effect on account ownership.  

The combined Wave 2 datasets includes data on transaction account ownership 

and immigrant status for 55,335 household heads. Nearly 35 percent of U.S. citizens 

sampled are unbanked, or 18,015 household heads. In comparison, almost 60 percent of 

non-naturalized immigrants are unbanked in the sample. Figure 1 demonstrates that 

immigrants (i.e. non-US citizens) are disproportionately unbanked compared to US 

citizens: 

 

Figure 1: Percentage of unbanked household heads amongst US Citizens and 
Immigrants. 

Source: Survey of Income and Program Participation, Wave 2 of 2001 and 2004 Panels.  

The size and detail of the SIPP immigrant dataset provides an opportunity to 

create a subset of data consisting of non-permanent residents only and another dataset of 

a. U.S. citizens by account 
status, % of household heads,

N = 52,098

b. Immigrants by account 
status, % of household heads,

N = 3,237

Unbanked 
59.4% 

Unbanked 
34.6% 
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just permanent residents. The rationale for disaggregating the larger immigration 

population into these two groups stems from the hypothesis that non-permanent residents 

are likely to face greater challenges in opening transaction accounts than permanent 

resident immigrants. So, distinguishing non-permanent residents allows for a more 

nuanced examination of the Patriot Act’s influence, if any, on a group of immigrants that 

lack green cards. Although they may possess other documentation that would meet the 

due diligence requirements of banks (such as Individual Taxpayer Identification 

Numbers), preliminary tests suggest that non-permanent residents are more likely to be 

unbanked than permanent residents. Approximately 70 percent of non-permanent 

residents in the sample are unbanked compared to 55 percent of permanent residents. Not 

only is the proportion of unbanked non-permanent residents larger than that of permanent 

residents, but non-permanent residents also account for approximately one third of all 

unbanked immigrants (See Figure 2).  

 

Figure 2: Unbanked Immigrants by category as a percentage of all unbanked 
immigrants 

Source: Survey of Income and Program Participation, Wave 2 of 2001 and 2004 Panels.  

67.2%

32.8%

Non-Permanent Residents 
n = 630

Permanent Residents 
n = 1291 



24 
 

Figure 1 and 2 provide an overview of the unbanked household heads in the SIPP 

data for both the 2001 and 2004 panels. As this study revolves around two time periods, it 

is informative to look at each panel separately according to immigrant groups. The 

percentage of all unbanked immigrants decreases only slightly from 60.1 percent in the 

2001 panel to 58.6 percent in 2004, but the change moves in the opposite direction than 

what might be expected if the Patriot Act had the effect proposed in the first working 

hypothesis. A different picture emerges, however, once the immigrant population is 

divided into non-permanent and permanent residents. The percentage of unbanked non-

permanent residents, as a proportion of all immigrants, is greater after the passage of the 

Patriot Act than permanent residents. On the other hand, the proportion of permanent 

residents without transaction accounts is slightly less in the post-Patriot Act period (See 

Table 1). Thus, the descriptive statistics provide a mixed picture as to whether the first 

hypothesis is supported. For immigrants generally, it appears that the Patriot Act will 

have a limited impact on the likelihood of being unbanked. Indeed, the association could 

even be positive based on the reduction in the percentage unbanked as a total of the 

immigrant population in each panel. On the other hand, a larger proportion of non-

permanent residents are unbanked in 2004 than in 2001, suggesting that it is worthwhile 

to consider the marginal effects of the Patriot Act on each immigrant category.   
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 Table 1: Transaction Account Ownership of Immigrants by Category and Patriot Act 
 Number of Household Heads 

(% of all immigrants) 

 Before Passage of the Patriot 
Act  

(2001 Panel) 

After Passage of the Patriot 
Act  

(2004 Panel) 
Immigrant Category Banked Unbanked Banked Unbanked 

Non-Permanent Residents Only 134  
(20.6) 

303  
(30.9) 

135  
(20.3) 

327  
(34.8) 

Permanent Residents Only 516  
(79.4) 

677  
(69.1) 

531  
(79.7) 

614  
(65.2) 

All Immigrants 650  
(100.0) 

980  
(100.0) 

666  
(100.0) 

941  
(100.0) 

 
 The numbers in Table 1 show that non-permanent residents were 

disproportionately unbanked relative to permanent residents. The table also allows for 

easy calculations of the percentage of unbanked immigrants before and after the Patriot 

Act by immigrant category. Before the Patriot Act, 48.1 percent of non-permanent 

residents are unbanked compared to 51.9 percent after the passage of the legislation. In 

contrast, the proportion of unbanked permanent residents decreases from 52.4 percent 

before the Patriot Act to 47.6 percent after its enactment. This suggests that relative to 

non-permanent residents, permanent residents are less likely to experience barriers to 

accessing transaction accounts after the passage of the Patriot Act. While these 

proportion differences are modest in both cases, the direction of the changes prima facie 

support the hypothesis that a negative association exists between non-permanent residents 

and Patriot Act regulations. Moreover, the probability that non-permanent residents are 

unbanked seems to be higher than other immigrants before and after the new regulations.    
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Importantly, several key indicators purportedly associated with transaction 

account ownership are unavailable in the selected data and are therefore potential sources 

of omitted variable bias. These variables include but are not limited to net worth, 

financial literacy, English language proficiency, proximity to a bank and quality of credit 

history (Hogarth, Anguelov, & Lee, 2004; Berry, February, 2004; Rhine & Greene, 2006; 

Amuedo-Dorantes & Bansak, 2006). Another possible source of bias relates to the 

overrepresentation of low-income households in the SIPP data (Citro & Scholz, 2009). In 

addition, other sources of bias inherent in the SIPP include sample attrition, 

underrepresentation of latecomers, seam bias12 and time-in-sample bias13(Jabine, King, & 

Petroni, May, 1990; Ryscavage, August 9, 1993). These biases are typical of panel data, 

but are mitigated in this study by the application of cross-sections as opposed to a 

longitudinal analysis of households over time.  

 

Methodology Employed to Test the Hypothesis 

This analysis utilizes a dichotomous dependent variable and a logit regression 

model for testing the hypothesis. The specific model builds largely from the work of 

Vermilyea and Wilcox (2002), Washington (2006) and Berry (2004):  

ln[Punbanked/(1-Punbanked)] = B0 + δ0PATRIOT ACT + I + X + μ 

                                                            
12  Seam bias often occurs in panel surveys when estimates of change during transitions (i.e. at the 
“seams” between interview periods) are over-reported while changes within a reference period are 
underreported (Ham, Li, & Shore-Sheppard, April, 2009). 
13  Time-in-sample bias is a result of respondents either learning what is expected of them or avoiding 
lengthy question periods due to interview fatigue. In effect, respondents can become better (or worse) 
reporters from one Wave to the next (Citro & Scholz, 2009). 
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 The probability that the head of household14 is unbanked is the dependent 

variable, and is a proxy for access to banking services. For purposes of this study, 

“unbanked” implies that the head of household lacks a checking, savings or money 

market account (Rhine & Greene, 2006). The Patriot Act variable is a time dummy that 

specifies the data gathered after the final compliance date of Section 326 on October 1, 

2003.15 The I vector in the model represents immigrant characteristics that are likely to 

influence the probability of being unbanked, such as the year of migration and country of 

birth. For instance, Mexicans are more likely to be unbanked than Asians, who in turn are 

less likely to own transaction accounts than Europeans (Rhine & Greene, 2006). This 

suggests a general negative association with the dependent variable, and underscores the 

expectation that Mexicans will have a greater likelihood of being unbanked than 

immigrants from other countries. Mexicans make up a large proportion of the population 

of the foreign-born, non-naturalized population. They account for approximately 40 

percent of the total non-naturalized immigrant population, or 8 million people, in the 

United States in 2004 (The United States Census Bureau, 2004). For this reason, they are 

                                                            
14  The SIPP questionnaire uses the term “reference person” instead of “head of household”. There 
are two levels of reference persons in the SIPP data: 1) a reference person with related people in the 
household, and 2) a reference person without related people in the household. This study combines both 
levels under the term “household head” or “head of household”, which are more recognized terms than 
“reference person” (U.S. Department of Commerce, 2001) 
15  While the USA Patriot Act was enacted on October 24, 2001, financial institutions were not 
required to comply with Section 326 (regulating Customer Identification Programs) until October 1, 2003. 
The reference period for the selected cohort of the 2004 SIPP data in Wave 2 began one month after this 
compliance date. The time dummy is constructed to minimize the influence of any other time-related 
factors, policy or otherwise, by specifically defining its parameters as the period just before the Patriot Act 
was enacted and the month immediately after its final compliance date. See “Treasury and Federal 
Financial Regulators Issue FinalPatriot Act Regulations on Customer Identification” at 
http://www.ustreas.gov/press/releases/js335.htm. 
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controlled for as a separate immigrant group in the regression model. In addition to 

region of birth, the year of migration to the United States is intended to control for an 

assimilation effect, specifically in relation to immigrants’ accumulation of savings as well 

as the likelihood of needing and qualifying for a transaction account. Nearly 89 percent 

of the all immigrant sample came to the United States prior to 1999. An estimated 11 

percent arrived between 2000 and 2004, which is comparable to findings of the Census 

Bureau that 13.6 percent of the total foreign-born population in the United States arrived 

after 2000 (United State Census Bureau, 2004). Amuedo-Dorantes & Bansak (2005) 

suggest that immigrants’ total savings increases the longer their stay in the United States. 

Therefore, the likelihood an immigrant is unbanked is expected to decrease as their stay 

in the United States lengthens.  

The I vector also includes a predictor that controls for the two immigrant 

subgroups in the sample, non-permanent residents and permaent residents. This dummy 

variable will facilitate an assessment of transaction account ownership amongst these 

groups while controlling for other factors. Moreover, a variable to control for whether an 

immigrant resides in a border state is included to account for the geographical differences 

that influence the unbanked. A higher likielihood of being unbanked is expected in border 

states, where large Mexican and Latin American immigrant populations live, often on 

temporary basis. Finally, the X in the model represents a vector for variables related to 

demographic characteristics of the household head, demonstrated in other studies to 

influence the likelihood of owning a transaction account. These include gender, age, 
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income, education level, marriage status and race (Hogarth, Anguelov, & Lee, 2004; 

Berry, February, 2004; Vermilyea & Wilcox, May, 2002; Rhine & Greene, 2006). 

Exhibit 1 summarizes the predicted associations of all independent variables with the 

likelihood of opening a transaction account.  

The following logit model is applied to a dataset on all immigrants. A similar 

model, omitting the non-permanent resident dummy, is run on separate data subsets of 

non-permanent and permanent residents. Narrowing the analysis to these groups will help 

to draw a fuller picture of the influence of the Patriot Act on transaction account 

ownership if one exists. Probabilities for the dependent variable are also constructed from 

the following model. 

Y1 Unbanked = B0 + δ0 + B1 X1 + B2 X2 + B3 X3 + B4 X4 + B5 X5 + B6 X6 + B7 X7 + B8 
X8 +  

   B9 X9 + B10 X10 + B11 X11 + B12 X12 + ε16 
 
Where: 
 
Y1  =  P(Unbanked): probability household head does not own a transaction account 

δ0  =  Patriot Act: time dummy to define period before and after the passage of the Patriot 

Act 

X1 =  Non-Permanent resident:  dummy for immigrant category 

X2 =  Mexican: the household head’s country of birth is Mexico 

X3 =  Latin American: the household head’s region of birth is Latin America 

X4 = Other: County of birth is neither Mexico, nor a country in Latin America or Europe 

X5 = Migration age: Length of stay in the United States in years 

                                                            
16  B1, B2, B3, B4, B5, B6, B7, B8, B9, B10, B11, B12 = Coefficients of respective independent variables. B0 
is the Y-intercept. All variables are from the Survey of Income and Program Participation, 2001 and 2004 
Panels 
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X6 = Border State: Residence is located in either California, New Mexico, Arizona or 

Texas 

X7 =  Log of monthly income: log of monthly income of household head 

X8 =  High school graduate: household head graduated from high school 

X9 =  More than high school: household head has more than a high school education 

X10 = Married: household head is married 

X11 = Female: household head is female 

X12 = Age: age of household head 

ε =    Error Term 
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Exhibit 1: Logit model variables and expected relationships with dependent variable (Y) 

Variable Definition Predicted 
Relationship 

Rationale & Previous 
Studies 

Y P(Unbanked) Dependent Binary Variable: 
(unbanked = 1; banked = 0) 

N/A N/A 

δ0 Patriot Act Dummy Variable:  
(Post-Patriot Act = 1; Pre-Patriot 
Act = 0) 

Positive Dolar & Shughart, 
2007; Dove Consulting, 
2008 

β1
  

 
Non-
Permanent 
Resident  

Dummy Variable: 
(Non-Permanent = 1; 0 
Otherwise) 

Positive Rhine & Greene, 2006 

β2 Mexican Dummy Variable: 
 (Mexican = 1; 0 Otherwise) 

Positive Amuedo-Dorantes & 
Bansak, 2006; Cobb-
Clark & Hildebrand, 
December, 2002 

β3 Latin 
American 

Dummy Variable:  
(Latin American = 1; 0 Otherwise) 

Positive Cobb-Clark & 
Hildebrand, December, 
2002; 
Rhine & Greene, 2006 

β4 Other Origin 
(African, 
Asian, 
Caribbean) 

Dummy Variable:  
(Other = 1; 0 Otherwise) 

Positive Cobb-Clark & 
Hildebrand, December, 
2002; 
Rhine & Greene, 2006 

β5 Migration 
Age 

Ordinal Variable:  
(Grouped years of arrival in U.S.) 

Negative Amuedo-Dorantes & 
Bansak, 2005;  Rhine 
& 
Greene, 2006 

β6 Border State Dummy Variable:  
(Lives in Border State of 
California, New Mexico, Arizona, 
Texas = 1; 0 Otherwise) 

Positive  Amuedo-Dorantes, 
Bansak, & Pozo, 2004 

β7 Monthly 
Income  

Continuous (Ratio) Variable: 
Log (monthly income $) 

Negative Berry, 2004; Caskey, 
1994; Caskey, 1997a 

β8 High school 
graduate 

Dummy Variable: 
(High school graduate = 1; 0 
Otherwise) 

Negative 
Hogarth, Anguelov, & 
Lee, 2004; Berry, 2004;  
Caskey, 
1994; Caskey, 1997a 

β9 More than 
high school 

Dummy Variable: 
(More than high school = 1; 0 
Otherwise) 

Negative 

β10 Married Dummy Variable: 
(Married =1; 0 Otherwise) 

Negative Rhine & Greene, 2006;  
Washington, 2006 

β11 Female Dummy Variable:  
(Female =1; Male = 0) 

Negative Rhine & Greene, 2006;  
Washington, 2006 

β12 Age (years) Continuous (Ratio) Variable: 
(18 – 85 years) 
 

Negative Aizcorbe, Kennickell, 
& Moore, 2003; 
Hogarth, Anguelov, & 
Lee, 2004 

Note: The base group consists of male, unmarried, Europeans, permanent residents, less than a high 
school education, living in non-border States (before the Patriot Act). 
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Chapter 6.  Results of the Regression Analysis 
 

Factors Influencing Transaction Account Ownership in All Immigrant Sample  

 The results of the logistic regression on all immigrants suggest that the Patriot Act 

is not negatively associated with the dependent variable.17 In fact, the negative sign on 

the log odds coefficient for the Patriot Act variable indicates that immigrants are less 

likely to lack a transaction account before the passage of the Patriot Act than after, 

controlling for other factors (See Table 3). The variable’s protective effect against being 

unbanked is slight, but statistically significant at the p < .01 level. Importantly, this result 

leads to a rejection of the first null hypothesis. Greater financial regulations codified in 

the Patriot Act do not appear to be negatively associated with transaction account 

ownership.  

 The differences in being unbanked between immigrants in 2001 and 2004 are 

perhaps easier to understand through probabilities. Table 4 highlights the likelihood for 

an individual in the all immigrant sample of being unbanked based on various predictors 

in the model. The probability an immigrant has no transaction account before the Patriot 

Act is 63.1 percent versus 60.2 percent after it. The slightly lower probability after the 

passage of the Patriot Act suggests that the impact of Section 326 on financial exclusion 

                                                            
17  The goodness-of-fit tests and a correlation matrix for each logit models are located in the 
Appendices. The results of the linktest shows no evidence of lack of fit, which is corroborated by the other 
Hosmer-Lemeshow and Pearson tests in the all immigrants and permanent residents models. The evaluation 
of the non-permanent resident model shows no evidence of poor fit with the exception of a marginal 
statistical significance for the Hosmer-Lemeshow test. Adding the border state variable improved the fit 
according to this test, but significant changes were not possible without compromising the consistency of 
the model across different samples. Moreover, the correlation matrices do not demonstrate significant 
correlation between any two variables.  
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of immigrant populations is either non-existent or minimal. How then might the concerns 

of financial exclusion of immigrants as a result of the Patriot Act highlighted by Orozco 

(2006), FDIC (2009), Newberger, Paulson, Singer and Smith (2006) and others be 

reconciled? The policy section explores one possibility that the reduced probability over 

the years could mirror the success of policies that promote banking services and financial 

education amongst immigrants, perhaps countering any exclusionary effect of Patriot Act 

regulations. As Newberger, Paulson, Singer, and Smith (2006) state, “Despite 

institutional barriers that can limit financial access, the trend in recent years has been for 

banks of all sizes to reach out to rapidly-growing immigrant populations.” Before diving 

into this policy analysis, other immigration factors in the model provide additional insight 

for the possible increase in transaction account ownership from 2001 to 2004. 

 The Migration Age variable supports the general notion that time in country 

matters, as newer arrivals have a higher probability of being unbanked. Migration Age 

represents the length of stay of immigrants in the United States.18 The coefficient on this 

variable is negative, suggesting that immigrants who have been in the United States 

longer are less likely to be unbanked (See Table 3). The probabilities represented in 

Table 4 depict this trend. Given that Migration Age controls for an immigrant’s length of 

stay, the variable acts as a proxy for potential assimilation effects. In particular, length of 

stay in the United States is associated with acquisition of financial knowledge that 

                                                            
18  Interpretation of migration age as an interval-ratio variable is not feasible due to coding mismatch 
of the year of arrival between the migration variables in the 2001 and 2004 panels. The variable is therefore 
coded as an ordinal variable with 12 groupings of year (s) of arrival (from 1 to 12): 2002-2004, 2001, 2000, 
1999, 1995-1998, 1993-1994, 1991-1992, 1989-1990, 1987-1988,  1985-1986, 1975-1984, Before 1984. 
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purportedly leads to a greater likelihood of accessing financial services. Given that the 

Migration Age variable is statistically significant at p < .01, it appears the length of stay 

and perhaps greater financial knowledge are relevant determinants of transaction account 

ownership. This finding is consistent with the work of Amuedo-Dorantes & Bansak 

(2006) on bank services and remittances of Mexican immigrants, as well as a study 

linking year of entry into the United States and net worth by Cobb-Clark & Hildebrand 

(2002).  

Table 3: Results of logistic regression analysis of all unbanked immigrants, by 
migration and socio-demographic factors, United States, post-Patriot Act 
Variable β Z-statistic e β (odds ratio) 
Dependent variable: unbanked 

Intercept 1.98 6.64*** NA 
Patriot Act -2.42 -2.55*a 0.80 
Non-Permanent Resident 0.44 4.05*** 1.55 
Region of Birth    

Mexican 1.14 7.22*** 3.12 
Latin American 1.02 6.66*** 2.76 
Other  0.20 1.43 1.23 

Migration age -0.05 -3.12** 0.95 
Border State  0.26 2.61** 1.30 
Log of monthly income -0.13 -7.33*** 0.88 
Education    

High school graduate -0.64 -5.12*** 0.53 
More than high school -1.22 -10.25*** 0.30 

Married -0.38 -3.77*** 0.68 
Female -0.05 -0.51 0.95 
Age -0.01 -1.55 0.99 
Observations 2726   
-2 Log Likelihood -1535.58   
Pseudo R2 0.17   

Notes: The base group consists of male, unmarried Europeans, permanent residents, with less than a 
high school education, living in non-border States (before the Patriot Act). 
*p < .05. **p<.01. ***p < .001. 
a This variable is significant at p < .016 
 



35 
 

 In addition to length of stay, the probability of owning a transaction account is 

also associated with region of birth, especially for Mexicans and Latin Americans. Both 

of these cohorts have coefficients that are highly significant. The log odds that Mexicans 

are unbanked is approximately 3 times more than their immigrant counterparts born in 

other countries. Table 4 indicates that the probability of being unbanked as a Mexican in 

the all immigrant sample is nearly 29 percentage points higher than Europeans and 

approximately 19 percentage points greater than the “other” category of immigrants from 

Africa, Asia, the Middle East and the Caribbean. The probability of being unbanked for 

each immigrant group – Mexican, Latin Americans, Europeans and Other - mimics the 

decrease in likelihood of lacking a transaction before and after the Patriot Act observed 

amongst all immigrants. For instance, the probability that Mexicans are unbanked is 72.3 

percent before the Patriot Act versus 69.7 percent after. This small reduction is largely 

the same within each immigrant category. Therefore, the expected positive relationship 

between each of these region of origin variables and the dependent variable is not 

observed in the regression results. The model does not control for the matrícula consular 

and therefore it is impossible to conclude whether the negative association for Mexicans 

is a result of this form of identification. These findings do suggest, however, that the 

analysis of policy implications regarding the differences between transaction account 

ownership in 2001 versus 2004 should account for the regional diversity of immigrant 

groups.     
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 Another important variable for informing the policy analysis is whether an 

immigrant lives in a border state. The border states of California, New Mexico, Latin 

America and Arizona host a large percentage of the immigrant population in the United 

States, particularly immigrants from Mexico. In this sample, 40 percent (1,288 

observations) live in one of these states. The heavy immigrant traffic through these states, 

presumably for shorter durations than in non-border states, underscores the expectation 

that immigrants living there are more likely to be unbanked than immigrants living 

elsewhere. The results verify this expectation. The coefficient on the Border State 

variable is statistically significant and positive, indicating that the odds that immigrants in 

border states are unbanked is 30 percent higher than those living in non-border states. 

Clearly, any policy response that promotes financial inclusion, whether for economic or 

national security reasons, should be nuanced to account for the fact that immigrants are 

more likely to be unbanked in the border region. 

 Three of the five control variables in the model – log of monthly income, 

education level and martial status, are statistically significant at all conventional levels. 

Each of these predictors has the expected negative association with the dependent 

variable.  The negative coefficient on the monthly income variables indicates that 

transaction account ownership is likely to increase as income increases. Similarly, the 

coefficients on education measures a substantive negative association with the likelihood 

of being unbanked. For immigrants with less than high school education, the probability 

that they will be unbanked is 75 percent. This probability is over 25 percentage points 
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more than immigrants with more than a high school education. This difference is of 

greater magnitude than other studies, but the general association of both the income and 

education variables is consistent with Berry (2004) amongst others. The dramatic 

difference within the education variable could be a function of greater financial 

knowledge, or perhaps better English-speaking skills, both of which improve 

opportunities for accessing transaction accounts (Paulson, Singer, Newberger, & Smith, 

2006). Two socio-demographic control variables, Female and Age (of household head), 

are not statistically significant. While these variables may have predictive power for other 

populations, the variation explaining the unbanked immigrant sample is clearly driven by 

other factors. 
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Table 4: Predicted probabilities that immigrants lack transaction accounts by status 
and variable, United States, 2001 and 2004  

Variable All 
Immigrants 

Non-Permanent 
Residents Only 

Permanent 
Residents Only 

Entire model 61.6  68.2 58.9 
Patriot Act    

Pre-Patriot Act 63.1 69.6 60.5 
Post-Patriot Act 60.2 66.9 57.4 

Region of Birth    
Mexican 70.9 76.6 68.7 
Latin American 67.9 73.7 65.5 
European 42.0 49.3 39.3 
Other  51.8 52.8 49.0 

Migration age    
Before 1991 57.8 64.9 53.0 
1991 - 1999 62.8 69.3 58.2 
2000 – 2004 63.1 73.5 58.9 

State of Residence    
Border State 65.7 71.9 63.3 
Non-Border State 58.7 65.5 56.1 

Log of Monthly income (mean) 61.6 68.2 58.9 
Education    

Less than high school 75.0 80.0 72.9 
High school graduate 61.9 68.4 59.2 
More than high school 47.6 54.8 44.8 

Relationship status    
Married 58.6 65.4 50.0 
Not Married 67.8 73.7 65.4 

Gender    
Female 60.5 67.0 57.8 
Male 62.7 69.0 60.0 

Age (mean) 61.6 68.2 58.9 
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Differentiating Between Unbanked Non-Permanent and Permanent Residents 

The results for the non-permanent/permanent resident distinction support the 

premise that the level of integration into the U.S. matters for participation in the financial 

system. The log odds ratio in Table 3 shows that the odds of non-permanent residents 

being unbanked are 55 percent higher than the odds for permanent residents. This finding 

is in line with the theory set out by Rhine & Greene (2006), although these researchers 

did not identify a statistically significant difference between immigrant groups. The log 

odds coefficient for the non-permanent resident variable in Table 3 is statistically 

significant at p < .001. Moreover, Table 4 indicates that the probability that non-

permanent residents are unbanked, 68.2 percent, is nearly 10 percentage points higher 

than permanent residents. To help illustrate the difference between non-permanent and 

permanent residents, Figure 3 displays the probabilities that these groups are unbanked at 

different migration age levels. It depicts that non-permanent residents have a higher 

likelihood of being unbanked than permanent residents, and that the probability of being 

unbanked decreases the longer immigrants stay in the United States, regardless of 

resident status. 
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Figure 3: Probability of Lacking a Transaction Account by Immigrant Category and 

Migration Age 
Source: Survey of Income and Program Participation, Wave 2 of 2001 and 2004 Panels.  

 

The regression results for each group - permanent and non-permanent residents - 

highlight potential barriers to banking access for non-permanent residents. This could be 

a result of insufficient documentation, bank restrictions, or low demand and need. 

Nonetheless, separate logit regressions, using the same model as before, indicate that the 

Patriot Act does not appear to preclude banking access of non-permanent or permanent 

residents. The Patriot Act variable is only marginally significant in both models, 

suggesting that controlling for the 2001 and 2004 time periods in these subsets may 

reveal little from a policy standpoint (See Table 5). Indeed, the probability that both 

immigrant types are unbanked decreases from 2001 to 2004, as demonstrated in Table 4.  
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Most of the other variables in the model that are statistically significant in the all 

immigrant sample remain so in the permanent/non-permanent regressions, with the 

exception of Border State and Migration Age in the non-permanent resident sample.  As 

expected, permanent residents are less likely to be unbanked than non-permanent 

residents, and the probability results in Table 4 suggest that this is true regardless of other 

characteristics. Notably, the Age variable is statistically significant (at p <.05) in the 

permanent resident sample whereas it is insignificant in the other models. The negative 

sign on the coefficient suggests that the probability of being unbanked decreases as 

immigrants age. This finding is consistent with the work of Aizcorbe, Kennickell and 

Moore (2003) as well as Hogarth, Anguelov and Lee (2004). The major difference is that 

these studies did not control for immigrant status. The fact that Age is significant for 

permanent residents, as it is in similar studies on U.S. citizens, could reflect similarities in 

predictors of transaction account ownership between these groups that are not shared with 

non-permanent residents. This idea implicates a potential documentation issue, yet this 

effect is unobservable directly given the nature of the SIPP data. As for the Border State 

variable, it is somewhat surprising that it is only statistically significant in the permanent 

resident model. Perhaps the smaller sample size accounts for the statistical insignificance 

of certain variables in the non-permanent resident sample. Nonetheless, non-permanent 

and permanent residents living in border states make up approximately 38 percent and 45 

percent of each immigrant category, respectively. Given that this variable is statistically 
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significant in the all immigrant model, the influence of geography and place of residence 

should be taken into account when assessing the policy implications of these results. 

 

Table 5: Results of logistic regression analysis of unbanked nonpermanent and 
permanent resident subsets, by status and socio-demographic factors, United States, 
post-Patriot Act 

 Non-Permanent Residents Only  Permanent Residents 
Only  

Variable β Z-statistic β Z-statistic 
Dependent variable: unbanked 

Intercept 1.61 2.79** 2.17 6.38*** 
Patriot Act -0.39 -1.91a -0.19  -1.80 b 
Non-Permanent Resident    -     -     
Region of Birth     

Mexican 1.62 4.67*** 0.99 5.56*** 
Latin American 0.90 2.57** 1.03 6.05*** 
Other  0.26 0.85 0.20 1.26 

Migration age -0.05 -1.24 -0.05 -2.73** 
Border State 0.20 0.95 0.28 2.40* 
Log of monthly income -0.15 -4.21*** -0.13 -6.04*** 
Education     

High school graduate -0.56 -2.08* -0.69 -4.79*** 
More than high school -1.22 -4.98*** -1.20 -8.98*** 

Married -0.42 -1.97* -0.39 -3.29*** 
Female 0.22 1.06 -0.14 -1.26 
Age 0.15 1.53 -0.01 -2.32* 
Observations                  759   1967 
-2 Log Likelihood                  -368.35         -1158.98 
Pseudo R2                   0.20   0.14 

Notes: The base group consists of male, unmarried Europeans, with less than a high school education, 
living in non-border States (before the Patriot Act). 

   



43 
 

Chapter 7.  Policy Discussion 

Weighing the Interests of National Security and Financial Integration 

This research aims to advance the current understanding of the determinants of 

transaction account ownership amongst immigrants, emphasizing policies that affect 

access to banking. The fact that the Patriot Act variable is statistically significant in the 

all immigrant sample raises interesting policy questions about this population of 

unbanked in the United States. For instance, which policies or initiatives might explain 

why the Patriot Act variable has a negative as opposed to positive association with the 

likelihood of being unbanked? Moreover, how might future research improve 

understanding of outreach efforts or policies that promote financial inclusion vis-à-vis 

regulations that might restrict banking access? These questions drive the following 

discussion about the policy implications of the empirical results in this study. In addition, 

it is important to consider other factors not accounted for in the model, such as whether 

an immigrant is undocumented or has knowledge of the English language, which are 

likely to influence the results and nuance the policy implications.  

While the statistical significance of the Patriot Act variable demonstrates 

differences in the likelihood that an immigrant is unbanked before and after the Patriot 

Act, the positive sign does not support the argument that Section 326 overwhelmingly 

restricts access to banking. This does not mean that the results absolutely refute the 

contention that the Patriot Act adversely effects transaction account ownership, as it 

could still have an inadvertent effect that is outweighed by other factors. For instance, the 
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financial inclusionary policies of government and banks could explain, at least in part, 

why the probability of an immigrant having a transaction account is higher in 2004 than 

in 2001. Indeed, the Patriot Act variable functions as a proxy for a policy environment 

that is much more complex than one piece of legislation. This variable could just as well 

represent “Bank Incentives” to identify generally the enhanced programs and outreach 

initiatives of banks to attract more immigrant clients. Indeed, the assessment of 

Newberger, Paulson, Singer, and Smith (2006) highlights a “trend in recent years” for 

financial institutions to reach out to burgeoning immigrant populations that in all 

likelihood occurs after 2001. From this perspective, a hypothesis predicting a negative 

association between a “Bank Incentives” variable would have been accepted given the 

regression results of the all immigrant sample.  

In bolstering the AML regime, the government faces a multi-faceted policy 

challenge to address national security interests, business concerns of banks and illegal 

immigration. As Reuter and Truman (2004) assert, the effectiveness of an AML regime 

largely depends on drawing people into the formal financial system thereby minimizing 

cash flow through the informal economy. In the post 9/11 environment, the related threat 

of terrorist financing magnifies this national security concern. The government realized 

though that it is crucial to balance the AML/CFT threats with economic and business 

interests as well as civil liberties. The evolution of the requirements for banks to verify 

the identity of potential new customers demonstrates this consideration. When the 

Department of the Treasury debated whether to require identification to be verified prior 
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to opening an account (as opposed to within a reasonable time after the account is 

opened), it eventually ruled against this strict regulation. The rationale was based on the 

fact that “the creation of a procedure that produced such a heavy burden would be 

contrary to the Patriot Act’s expressly stated mandate that the newly established 

procedures be both reasonable and practicable” (Holloman, 2003). Thus, the flexibility 

afforded banks by Section 326 in terms of its identity verification processes may also 

help explain why account ownership did not decline from 2001 to 2004.    

The challenge of advancing national security interests without over-regulating the 

financial sector implicates additional political and policy issues in the immigration 

context. The matrícula consular, and other alternative forms of identification, is but one 

example that sparks debate on both sides. Proponents of the card highlight the potential 

for it to facilitate access to banking amongst undocumented immigrants thereby easing 

their transition to the United States. They add that the matrícula consular, if accepted 

widely, could help boost remittances and savings amongst immigrants (Amuedo-

Dorantes & Bansak, 2006, p. 395). On the hand, critics argue that it provides a loophole 

for would-be terrorists and criminals to create fraudulent identification cards that offer 

them another opportunity to exploit the U.S. financial system. As Holloman (2003) 

asserts, “Rather than acting as a trip wire, the decision to accept the matrícula consular 

acts more as a back door for terrorists.” While such “back door” threats are a valid 

concern, it appears that neither Congress nor the Department of the Treasury perceive this 

threat to be so overwhelming that it outweighs the potential financial gains for the 
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economy, banks and individuals of a more flexible regulatory regime. Moreover, 

integrating individuals into the formal financial system is a chief aim of the AML regime, 

which the matrícula consular would facilitate. 

 

Improvements in Transaction Account Ownership Amongst Immigrants  

A number of immigrant characteristics controlled for in the regression model, 

including migration age, national origin, place of residence and resident status, provide 

some explanation of the improvement in transaction account ownership before and after 

the Patriot Act. First, the trend of the Migration Age variable is likely to be a function of 

a mix of factors, such as trust in the formal banking system, financial literacy and 

knowledge of the English language. All of these improve as an immigrant’s stay in the 

United States lengthens. Moreover, banks implement various strategies to mitigate the 

exclusionary effects of these on immigrants. For instance, Citibank in Las Vegas, Nevada 

has leveraged long-term partnerships with community-based organizations to reduce 

language and cultural barriers and to help tailor their products and services to the needs 

of the local immigrant population. The Citizens Union Bank of Shelbyville, Kentucky 

even opened a branch called “Nuevo Banco” (“Our Bank”), which has a completely bi-

lingual staff and focuses on creating a welcoming environment that responds to the 

mistrust and apprehension that Mexican immigrants reportedly have for the formal 

banking system (Federal Deposit Insurance Corporation, 2009). The challenges these 

initiatives address (i.e. trust, financial literacy, English language) are likely to be 
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magnified for recent arrivals to the United States, which explains why this group is more 

likely to be unbanked than other immigrants. Sustained outreach that targets new 

immigrants would flatten the line depicted in Figure 3 by increasing their access to 

transaction accounts.  

Some of the immigrant characteristics previously highlighted to explain the 

Migration Age trend could also help understand the difference between non-permanent 

and permanent residents. Indeed, permanent residents are more likely to have been in the 

United States longer and to have integrated more than non-permanent residents in terms 

of financial literacy, language abilities, familiarity with the formal financial system and 

so forth. In addition, permanent residents are also more “bankable” than non-permanent 

residents in so far as they have a green card that is a widely recognized, government 

sanctioned form of identification. Non-permanent residents, however, by definition lack a 

green card and also may lack social security numbers, tax identification numbers, and in 

extreme cases, passports (if illegal) or birth certificates, which many banks require for 

opening transaction accounts. Nonetheless, the results of this study suggest that the 

higher probability that non-permanent residents are unbanked is a function of other 

immigrant characteristics and not necessarily documentation. While the results validate 

the expectation that non-permanent residents are more likely to be unbanked than other 

immigrants, the study indicates that if documentation issues do exist they are not so 

overwhelming as to be observable in the Patriot Act variable. Indeed, both financial 

inclusionary policies of financial institutions and government can help explain this, as 
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well as temporary forms of identification, such as a student, diplomatic or temporary 

work visas, which are also legally recognizable and accepted at many banks. 

Unfortunately, the data do not provide information about which types of documentation 

an immigrant obtained in order to assess this aspect in more detail. Judging from the 

Patriot Act variable, however, it does not appear that the compliance challenges 

expressed in Orozco (2006) and FDIC (2009) translate into greater difficulties for 

immigrants, both non-permanent and permanent residents, to access transaction accounts. 

While policymakers and financial institutions should not disregard documentation issues 

outright, additional research on undocumented immigrants specifically would provide 

greater insights into the impact of Section 326.19  

Out of approximately 1,300 banks the FDIC surveyed, 73 percent were aware that 

their market areas had significant unbanked/under-banked populations, but less than 18 

percent of respondents reported that expanding services to these groups is a priority in 

their business strategies (FDIC, 2009, p. 4). If unbanked populations in general are to 

integrate into the financial system, banks must first make a strategic decision to expand 

their services and outreach initiatives. For those that do, the results of this study 

demonstrate the importance of customizing their outreach strategy to account for the 

immigrants’ diversity in terms of national origin, place of residence and resident status. 

The probability of being unbanked is approximately 3 percentage points higher before the 
                                                            
19  Undocumented immigrants are not accounted for in the SIPP and it is not possible to indirectly 
determine which immigrants are undocumented. “SIPP stopped short of a specific question on current 
undocumented status - and the SIPP data do not allow indirect estimation of the number who are currently 
undocumented” (GAO, 2006).   
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Patriot Act than after for each sub-group of immigrants according to region of origin. The 

uniform percentage change before and after the Patriot Act for Mexicans, Europeans, 

Latin Americans and the Other category of immigrants limits any inferences about the 

impact of any one policy (such as the matrícula consular). Still, the higher probability that 

Mexicans are unbanked relative to other categories suggests the need for specific policies 

to target them. Moreover, a targeted policy approach is also appropriate to account for the 

fact that immigrants living in border states have a higher likelihood of lacking a 

transaction account than those living elsewhere. Indeed, these two groups significantly 

overlap. In the sample, approximately 40 percent of the sample lives in border states 

(1,288 household heads) and nearly 65 percent of these immigrants are Mexican. As 

Hogarth, Anguelov, and Lee (2004) note, financial institutions have taken steps to atrract 

Hispanic customers with accounts designed to boost remittances across borders (p. 29). 

This study demonstrates the ongoing need for such iniatitives specifically in the border 

states, adding that a failure to do so has consequences both for the economic prosperity of 

immigrants as well as for the overall fortitude of the AML regime. 

In order to strengthen the AML approach and to promote financial inclusion, 

policymakers should focus their efforts on the segments of the immigrant population that 

are most likely to be unbanked. As a result of various factors, this study indicates that 

non-permanent residents, Mexicans, recent arrivals and immigrants living in border 

states, are the segments that are most likely to lack transaction accounts. Of course, an 

immigrant that crosses into more than one of these segments is likely to have an even 
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greater probability of being unbanked, as neither of these characteristics appear to 

mitigate the effect of the other. Certainly, issues related to financial inclusion of 

immigrants should be addressed at the state level in response to specific immigrant 

demographics, needs and preferences. At the Federal level, one policy approach would be 

to officially recognize and encourage the acceptance of the matrícula consular. Although 

many banks accept it already, some financial institutions currently do not accept it 

because of the perceived risk of allowing the use of identification that is not officially 

sanctioned. Perhaps future research specifically on the impact of the matrícula consular, 

weighing its risks and returns much as Congress did when enacting the CRA, would help 

to advance the debate on this sensitive issue that pits national security interests against 

concerns for financial inclusion. Indeed, in the AML context, it appears that these two 

sides have common interests that additional policy research can help define.  
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Chapter 8.  Conclusion 

Financial institutions are part of the frontlines in the fight against money 

laundering and terrorist financing. It is crucial for the national security of the United 

States that the legal regime and regulatory policies protect the financial system from 

exploitation by criminals or terrorists. An ongoing challenge is defining the appropriate 

balance between AML policies that purportedly reduce access to banking on the one 

hand, and initiatives intended to encourage greater use of the traditional banking system 

on the other. From an empirical standpoint, this research suggests that while the 

probability of immigrants being unbanked varies according to various immmigrant 

characteristics, immigrants in general are more likely to own a transaction account after 

the Patriot Act than before. Moreover, the net result of policies that are intended to 

promote and those that are said to restrict access to banking points more to financial 

inclusion than exclusion. This study highlights key areas of future research to advance 

this topic, particularly in analyzing undocumented immigrants as well as specific 

government and private sector initaitives that promote access to banking. It also suggests 

instead of AML policy objectives being pitting against those to promote financial service 

access, it is more accurate to view their success as mutually reinforcing. Taking this as 

the basis for cooperation, policymakers and financial service providers can continue to 

strengthen one without comprising on the other.  
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Chapter 9.  Appendices 

Appendix A: Evaluation of fit in logit models, by data subset and test 

 
Non-Permanent 

Residents 
Permanent 
Residents All Immigrants 

Test        χ 2 (df) 
Wald   141.73*** (12) 319.12*** (12) 485.42*** (13) 
Pearson  783.17a  (743)  1976.61 d 2729.72g(2708) 
Hosmer-Lemeshow 14.76 b (8) 7.09 e (8) 9.66 h  (8) 
  Z-statistic  
Stata linktest  

_hat 8.20*** 17.07*** 18.91*** 
_hatsquared -1.30c -0.07f 0.56i 

Obesrvations 759 1967 2726 
Note: Pearson chi-squared test for permanent residents had the number of covariate patterns 
approaching the number of observations. Under these circumstances, the Pearson test is not advised 
and is substituted with the Hosmer-Lemeshow test  (Universtiy of California, Los Angeles, 2004).  
*p < .01. *** p<.001. 
ap = 0.15.  
bp = 0.06  
cp = 0.20 

d p = 0.35 
ep = 0.53 
fp = 0.95 

gp = 0.38 

hp = 0.29 
ip = 0.58 

    

       



 
 

 
 

 

Appendix B: Correlation matrix of independent variables in all immigrant logit model 
 δ0 β1 β2 β3 β4 β5 β6 β7 β8 β9 β10 β11 β12 
δ0 1.00             
β1 0.02 1.00            
β2 0.07 0.11 1.00           
β3 0.01 -0.04 -0.41 1.00          
β4 -0.04 -0.00 -0.47 -0.29 1.00         
β5 -0.19 -0.31 0.14 0.02 -0.19 1.00        
β6 -0.06 -0.05 0.41 -0.22 -0.13 0.21 1.00       
β7 -0.03 -0.08 -0.09 0.00 0.03 0.07 -0.05 1.00      
β8 0.04 -0.01 0.01 0.07 -0.08 -0.00 -0.04 -0.04 1.00     
β9 0.02 -0.05 -0.43 -0.04 0.35 -0.21 -0.17 0.14 -0.43 1.00    
β10 0.16 -0.02 0.04 -0.14 0.08 -0.11 -0.00 -0.07 0.01 0.03 1.00   
β11 0.06 -0.02 -0.04 0.08 -0.04 0.05 0.04 -0.30 0.02 -0.03 -0.20 1.00  
β12 -0.04 0.20 -0.14 0.04 -0.02 0.42 0.04 0.07 -0.02 -0.05 0.03 0.00 1.00 

Note: δ0 = Patriot; β1 = Non-Permanent Resident; β2 = Mexican; β3 = Latin American; β4 = Other; β5 = Migration 
Age; β6 = Border State; β7 = log(Monthly Income);  β8= High school graduate; β9 = More than high school; β10 = 
Married; β11 =  Female; β12 = Age  
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Appendix C: Correlation matrix of independent variables in non-permanent resident logit model 
 δ0 β1 β2 β3 β4 β5 β6 β7 β8 β9 β10 β11 β12 
δ0 1.00             
β1 - -            
β2 0.12 - 1.00           
β3 0.05 - -0.44 1.00          
β4 -0.26 - 0.17 0.00 1.00         
β5 -0.11 - -0.56 -0.26 -0.20 1.00        
β6 -0.05 - 0.36 -0.16 -0.26 -0.20 1.00       
β7 -0.02 - -0.08 0.01 0.08 0.04 0.02 1.00      
β8 0.13 - 0.07 0.06 -0.01 -0.13 -0.01 -0.03 1.00     
β9 -0.09 - -0.46 -0.07 -0.24 0.47 -0.20 0.10 -0.40 1.00    
β10 0.16 - -0.00 -0.06 -0.06 0.06 -0.03 -0.08 0.09 0.40 1.00   
β11 0.07 - 0.01 0.11 0.05 -0.06 0.04 -0.36 0.36 0.09 -0.13 1.00  
β12 0.01 - -0.18 0.10 0.27 0.02 0.06 0.12 0.11 0.03 0.08 0.05 1.00 

Note: δ0 = Patriot; β1 = Non-Permanent Resident; β2 = Mexican; β3 = Latin American; β4 = Other; β5 = Migration 
Age; β6 = Border State; β7 = log(Monthly Income);  β8= High school graduate; β9 = More than high school; β10 = 
Married; β11 =  Female; β12 = Age  
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Appendix D: Correlation matrix of independent variables in non-permanent resident logit model 
 δ0 β1 β2 β3 β4 β5 β6 β7 β8 β9 β10 β11 β12 
δ0 1.00             
β1 - -            
β2 0.05 - 1.00           
β3 0.01 - -0.39 1.00          
β4 -0.01 - 0.44 -0.29 1.00         
β5 -0.17 - -0.20 0.00 -0.20 1.00        
β6 -0.06 - 0.43 -0.24 -0.11 0.23 1.00       
β7 -0.03 - -0.09 0.00 0.03 0.03 -0.07 1.00      
β8 0.01 - -0.01 0.07 -0.07 0.00 -0.04 -0.05 1.00     
β9 0.06 - -0.41 -0.03 0.31 -0.23 -0.16 0.15 -0.46 1.00    
β10 0.16 - 0.06 -0.18 0.08 -0.14 0.01 -0.06 -0.01 0.05 1.00   
β11 0.05 - -0.05 0.07 -0.03 -0.04 0.05 -0.29 0.02 -0.01 -0.23 1.00  
β12 -0.05 - -0.11 0.02 -0.04 0.40 0.06 0.04 -0.02 -0.08 0.02 0.00 1.00 

Note: δ0 = Patriot; β1 = Non-Permanent Resident; β2 = Mexican; β3 = Latin American; β4 = Other; β5 = Migration 
Age; β6 = Border State; β7 = log(Monthly Income);  β8= High school graduate; β9 = More than high school; β10 = 
Married; β11 =  Female; β12 = Age  
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