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The U.S.-Mexican remittance corridor is at the advanced stage of transitioning from 

informal to formal systems for monitoring transfer activity over the past fifteen years. 

The increasing size of the Mexican population in the United States has coincided with a 

significant expansion of remittance users in an increasingly maturing and competitive 

market. Questions, however, have remained as to whether the U.S.-Mexican corridor can 

complete the transition from a system previously dominated by primarily informal 

transfers, to a market in which formal banking institutions are capable of playing a more 

significant role in facilitating remittance transfers. While significant strides have been 

made to allow formal remittance services to become more accessible, U.S. and Mexican 

authorities currently face the bilateral challenge of bring Mexican remittance users, 

particularly lower-income and ‘unbanked’ immigrants, into formal financial channels 

from which remittance flows can be efficiently monitored and distributed. By examining 

the significance of the U.S.-Mexican corridor, this essay explores the potential challenges 

and opportunities facing Mexican remitters and the bilateral remittance market. 

This study draws to the following conclusions: 

1. U.S.-Mexican policymakers and formal financial sectors must continue to reduce 
barriers in the remittance market, but should avoid becoming dependent upon 
remittance-driven growth as a source of economic development. Although 
remittances can serve as an effective tool for short-term poverty alleviation, an over-
reliance upon remittance incomes can actually postpone both the means and 
underlying need to enact necessary political and economic reforms. 
 

2. Governments and financial institutions should seek to provide more formal transfer 
services to Mexican remitters, particularly ‘unbanked’ or undocumented immigrants, 
in order to allow for the improved monitoring and facilitation of remittance transfers. 
As annual remittance flows continue to escalate into the billions, the benefits of 
‘banking’ remittance senders far outweigh the perceived ‘risks’ (e.g., illicit transfer 
activity, additional service costs) associated with working in Mexican communities.   
 

3. The aspects in which remittances can generate economic benefits are the same 
sources that can lead to potential challenges for remittance-receiving countries. Large 
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remittance flows have contributed to reducing household poverty, but are also 
reflective of a reduced labour supply and income-generating capacity for Mexican 
recipient-households. Mexico will need to ensure that it avoids becoming caught in 
the ‘remittance trap’: a cycle in which (1) migrants send a significant quantity of 
remittances back home; (2) return to their country of origin, but lack private 
investment opportunities due to low-quality economic and political infrastructure; 
and, (3) returning abroad to seek greater economic opportunities, while continuing to 
send remittances back to recipient-households to support those left behind.1  
 

I. Significance of the U.S.-Mexican Remittance Corridor 

The U.S.-Mexican remittance corridor is unique in that net private flows from the United 

States to Mexico are consistently higher than those from the United States to any other 

country. According to a World Bank report on U.S.-Mexican remittances, Mexico 

continues to rank as one of the top three remittance-receiving countries in the world 

today.2 Contrary to other remittance-receiving countries, which tend to have remittance 

flows from a variety of different countries, Mexico occupies a distinct bilateral 

relationship with the United States, from which where the significant portion of Mexican 

remittance transfers originate.3 The Inter-American Development Bank (IDB) estimated 

that Latin American and Caribbean nations had received approximately $45 billion in 

formal remittances sent from the United States in 2005. Out of the total remitted, Mexico 

had received over $20 million alone, which accounted for 2.8 percent of the Mexican 

GDP. The Congressional Budget Office of the United States (CBO), likewise, notes that 

the majority of the remittance flows are from coming from the United States, whereas 

outflows from Mexico appear to be much smaller in comparison.4 The U.S. Bureau of 

Economic Analysis (BEA) has also indicated that Mexico had received approximately 

USD $20 billion in remittance flows from the United States alone in 2009.5  

Following the outset of the economic downturn in the United States, however, the 

U.S.-Mexican remittance market had experienced a sharp decline in total transfer flows. 
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The 2011 report on remittance flows from the Inter-American Development Bank 

(IADB) indicates that total remittances to Mexico had dropped by -16% in 2009, as a 

result of the crisis in the United States. There had been a slight increase of 0.12% in 

2010, before reaching an increase of 5.5% and 4.1% respectively in the first two quarters 

in 2011 compared to the same periods of the previous year.6 Similar results have been 

reflected in the Bank of Mexico’s statistics on remittance receipts from 2003 to 2012. 

The increasing size of the Mexican population in the United States had resulted in a rapid 

increase in remittance activity, which nearly doubled in growth between 2003 and 2007. 

By mid-2006, however, remittance activity had experienced a significant drop-off in the 

wake of the decline of the U.S. home construction industry, a major source of 

employment for Mexican immigrants.7 Orozco (2009) also notes that foreign-born 

Hispanics had lost an additional 283,000 jobs in the manufacturing sector between the 

fourth quarters of 2007 and 2008 alone.8 According to a study conducted by the Tomas 

Rivera Policy Institute, Mexico experienced a continual decline in remittance receipts 

after the start of the economic crisis in 2008, until an increase in April-June of 2010. 

Table 1: Mexico’s Remittance Receipts on a Quarterly Basis, 2003-20129  

 2004 2005 2006 2007 2008 2009 2010 2011 2012 

Jan-
Mar 

3,734 
(18%) 

4,488 
(20%) 

5,734 
(28%) 

5,916 
(3%) 

5,758 
(-3%) 

5,499 
(-5%) 

4,832 
(-12%) 

5,110 
(6%) 

5,386 
(5%) 

Apr-
Jun 

4,969 
(27%) 

5,734 
(15%) 

6,948 
(21%) 

6,879 
(-1%) 

6,821 
(-1%) 

5,634 
(-17%) 

5,836 
(4%) 

6,072 
(4%) 

6,467 
(7%) 

July-
Sept 

5,028 
(22%) 

5,786 
(15%) 

6,667 
(15%) 

6,968 
(5%) 

6,395 
(-8%) 

5,397 
(-16%) 

5,551 
(3%) 

6,137 
(11%) 

 

Oct-
Dec 

4,601 
(17%) 

5,681 
(23%) 

6,218 
(9%) 

6,296 
(1%) 

6,172 
(-2%) 

4,776 
(-23%) 

5,085 
(6%) 

5,485 
(8%) 
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Statistical evidence provided by the BBVA Bancomer’s Migration Economic 

Watch report in October 2012 has also attributed the decline in remittance receipts in 

Mexico to the long-term unemployment of Mexican immigrants in the United States 

during the economic crisis, and the short-term depreciation of the Mexican peso relative 

to the appreciating U.S. dollar.10  Higher unemployment amongst Mexican immigrants 

and greater exchange rate depreciations has been associated with increased remittance 

transfers from the United States to Mexico. When employment levels are weakened and 

the exchange rate appreciates, similarly, remittance activity tends to decline as a result.11 

After several years of appreciation, the depreciation of Mexican pesos relative to the U.S. 

dollar has created what economists from the World Bank have referred to as a ‘sale 

effect’: in other words, the increase in value for each U.S. dollar to the Mexican peso can 

increase the incentive amongst remitters, and to take advantage of the higher ‘purchasing 

power’ in the home country.12 From July to November 2011, for example, the peso had 

depreciated by nearly 14 percent, while remittances had corresponding increased by 11 

percent in the same quarter.13 

II. Mexican Remitters in the United States 

A) Who are the Mexican remitters? 

The transfer patterns of Mexican remitters have been known to alternate over prolonged 

periods of time. For the first years of arrival, migrants typically send less back to their 

country of origin, because of limited incomes and higher living expenses in the United 

States. As immigrants begin to settle into the country, however, remittances patterns tend 

to increase due to greater savings and incomes. After an extended period of time, these 

commitments to the country of origin begin to decline again, partly due to two reasons: 
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(1) increasing obligations to the host country, including healthcare, housing, and living 

expenses; and, (2) familial relationships with those in the country of origin may begin to 

decline, or family members themselves may elect to join the migrant in the United 

States.14 Lowell and De La Garza (2000) have suggested that the longer a migrant stays in 

the United States, the greater the likelihood that their remittances will decrease over 

time.15 In contrast to recent immigrants, Mexican immigrants who are proficient in 

English, enjoy higher monthly earnings, and stay abroad for longer periods of time are 

also more likely to be banked.16 Even so, though, studies from the World Bank have 

indicated that Mexican immigrants who have been settled abroad for twenty-to-thirty 

years still continue to send money to Mexico, albeit at a lesser frequency.17  

Research conducted by the Pew Hispanic Center has identified three categories of 

Mexican remitters in the United States: undocumented Mexican nationals, young 

Mexican remitters, and newly arrived Mexican immigrants.18 Amongst these three types 

of remitters, a significant portion of the Mexican immigrants are considered ‘unbanked’: 

that is, individuals who do not have a depository account, and lack basic financial 

services from a traditional banking institution.19 According to Amuedo-Dorantes and 

Bansak (2004), undocumented immigrants are significantly less likely to be banked, 

whereas immigrants who speak English and remain in the United States over extended 

periods of time were more likely to come into contact with the U.S. banking system.20 

Estimates from Dveolyn Agunias (2005) have also found that 16 percent of Mexican 

remittance senders are U.S. citizens, 37 percent are legal permanent residents, and 42 

percent were found to be undocumented.21 These results have also been consistent with 

the data sets recorded in the Mexican Migration Project (MMP93). In terms of individual 



Yu  6 

characteristics, remitters were found to be more likely to be male, older, and 

undocumented in comparison with their non-remitting counterparts.22 The proximity of 

banking infrastructure in nearby communities, moreover, appears to play a significant 

role in determining whether a Mexican immigrant will decide to become banked while 

living in the United States.  

B) Why are the ‘unbanked’ unbanked? 

Several reasons have been presented to explain why the ‘unbanked’ have remained 

without bank accounts. The first explanation has suggested that the unbanked have 

remained reluctant to opening a bank account, because of the high costs of maintaining 

an account relative to the size of their deposits and withdrawals. Caskey et al. (2006) 

have argued that many unbanked individuals simply do not have the month-to-month 

savings to safeguard in a bank account.23 According to survey conducted on 900 lower-

income Mexican urban households in the United States, Caskey found that 53.3 percent 

of his respondents stated that they ‘did not need a [deposit] account, because [they] had 

no savings’ to begin with, and another 45.2 percent cited additional banks fees that can 

arise from bank minimum requirements.24 Some unbanked individuals have also sought 

privacy or lack of formal education about banks, and are therefore more comfortable 

dealing with informal financial sectors – even if they are aware that these methods may 

be more expensive. In the same survey conducted by Caskey (2006), 21 percent stated 

they did not have accounts because they wanted to keep their financial record private, and 

another 17 percent stated they were uncomfortable having to interact with banks.25  

The other reason is on the issue of national security and lack of proper 

identification amongst Mexican immigrants. Although half or more of Mexican 
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immigrants are properly documented, undocumented immigrants have been confronted 

with the challenge of presenting the certified identification needed to apply for a bank 

account in the United States.26 The Customer Identification Program (CIP), implemented 

on the behalf of Section 329 of the American Patriot Act (APP), has stipulated specific 

procedures for banks to follow in order to verify the identity of a customer who opens a 

bank account.27 The APP also requires banks to examine the names of the banking 

customer in the United States and recipient in Mexico through the Office of Foreign 

Assets Control (OFAC) to ensure that the funds are not supporting terrorist networks, 

foreign nationals, or other parties with whom American residents are prohibited from 

engaging in financial transactions with. Prior to opening a bank account, the CIP requires 

banking institutions to obtain the name, address, date of birth, and American taxpayer 

number from the individual opening the account. If the individual is found to not be an 

American citizen, these banks may look to acquire government-issued documentation, 

containing number and photo identification, from the country of issuance. Under the CIP 

laws, however, a bank is neither encouraged nor discouraged from accepting 

identification documents issued by foreign governments, and are therefore placed in a 

position to determine whether the information presented by the customer is reliable. 

While some banks in the United States obtain detailed information about remittance 

recipients, others may choose not to investigate the identities of the recipients (and, in 

turn, leave these responsibilities to their Mexican partner banks to decide).  

C) What are the problems with being ‘unbanked?’ 

The major issue with not having a bank account, or access to bank credit, is that the 

alternatives are significantly more expensive. Although having a U.S. bank account does 
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not appear to significantly raise monthly remittance flows by Mexican immigrants, it 

does appear to boost the total amount brought back home.28 These findings are consistent 

with the results from the MMP93 database, which indicate that banked migrants remitted 

an average of USD $4,951 more than their unbanked counterparts.29 In addition, the 

exclusion of the unbanked from formal financial channels can make it increasingly 

difficult for Mexican remittance recipients to break out of a cycle of urban poverty. 

According to Toya Maria Solo (2008), Mexican nationals attempting to operate small 

businesses, which are saving on the side and using credit, could stand to lose up to fifteen 

percent of their incomes by relying on informal transfer system.30 Bringing the 

‘unbanked’ into the U.S.-Mexican banking systems would also allow for more efficient 

regulation of currency flows, and enable governments to identify potential illicit transfer 

activity (such as money laundering, terrorist financing, or drug operations).31 

Being unbanked also poses several additional disadvantages for Mexican 

remittance senders and recipients. Estimates at the Central Bank of Mexico have reported 

that cash transactions may cost up to five times more than payments by cheque, and up to 

fifteen times more than electronic payments.32 Collecting or carrying around large sums 

of cash, moreover, could prove to be a ‘high-risk’ proposition, particularly if migrants are 

travelling via unsafe or vulnerable areas. Other problems may also emerge when 

unbanked recipients in Mexico are faced with the prospect of having to convert other 

types of financial payments into usable cash. According to a survey conducted by Solo 

(2008), 85 percent of the unbanked in Mexico City reported that they had received 

remittances through cheque payments.33 Unbanked remitters often pay more, and when 

the costs of cashing a paycheque are added to the frame, the cost of the average 
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remittance transaction can amount to around ten-to-fifteen percent of the total amount 

sent. The high cost of transferring large sums of cash, due to flat fees and unfavourable 

exchange rates, is also of particular importance. While a bank-to-bank transfer is free, 

and sending USD $100 remittance through wire transfer costs USD $9, non-bank account 

holders can face up to USD $19 for the exact same transaction.34  

III. Formal and Informal Remittance Systems 

A) Banking Institutions 

Remittances channelled through formal banking systems can allow for deeper financial 

integration between Mexico and the United States. The challenge confronting banking 

institutions, then, will be in expanding their presence within formal channels, and 

engaging with new potential remittance markets in ‘underserved’ regions. While banks 

have the capacity to present the least expensive and efficient form of formal funds 

transfers, their presence in the remittance market has remained relatively small. Further 

analysis of the MMP93 database from Amuedo-Dorantes et al. (2005) has indicated that 

Mexican migrants have continued to patronize money transfer operations (MTOs) as the 

main transfer mechanism for remittance flows. By this same token, however, there was a 

significant decline in usage of MTOs from 77 to 67 percent of all transfer activity over 

the period of 1993 to 2000.35 This can be attributed to the growing influence of banking 

institutions, particularly in ‘underserved’ regions that have been traditionally isolated 

from remittance services in urban areas. Although rural regions have had relatively low 

banking penetration, remittance recipients were found to have a higher rate of account 

holding than the rest of the Mexican population.36 But, while initial signs are 

encouraging, banks and larger businesses have typically made a poor commitment to 
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underserved regions, due to a perceived lack of profit opportunities. When Mexican 

immigrants take on more ‘high-risk’ modes of money transmission, therefore, it is often 

due to the fact that they lack sufficient alternatives. Many immigrants who resort to 

informal transfer methods for remittances have done so, because there are limited 

banking services available in underserved regions.  

The role that banking institutions can play in engaging with the U.S.-Mexican 

remittance corridor should not be understated. For starters, banks have the ability to 

foster the development of a credit history, and alleviate future credit constrains with loans 

or deposit savings that could enable long-term financial stability.37 The impairment of a 

credit record does not necessarily shut off an individual from credit access, but can lead 

individuals to resort to ‘high-risk’ lending as a means of gaining access to credit. If the 

credit record is seriously impaired, or facing heavy debt burdens, they could turn to 

‘subprime lending’ but individuals can even lose access to that. In situations in which the 

borrower is desperate for credit access, they could turn to payday loan or pawnshops that 

would lend to anyone in exchange for the value of the collateral.38 Safer transmission 

mechanisms, however, could allow Mexican immigrants to facilitate their payments 

through a wider range of financial services. Contrary to the typical ‘cash-to-cash’ 

transactions adopted by the unbanked, banks can offer remittance senders and recipients 

with the flexibility of either adopting an account-based remittance service (account-to-

account), or the combination of the two (account-to-cash).39 In addition to lower costs, 

banks can also allow remittance users to gain access to other financial services, including 

checking accounts, business and consumer loans.40 

B) Money Transfer Operators 
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Money transfer operators (MTOs), such as MoneyGram or Western Union, had 

dominated the formal sector of the remittance market prior to the mid-1990s. Banks had 

initially been associated with MTOs under exclusive agreements that allowed Western 

Union or MoneyGram to conduct wire transfers through Mexican banks as points of 

distribution.41 However, once banks were able to distance themselves from their 

contractual constraints, they provided their own independent remittance services through 

less expensive and more efficient transfer mechanisms. Since MTOs are depository 

institutions, and do not require customers to present personal identification, non-banking 

companies have been able to attract ‘anonymity advantages’ amongst remitters seeking to 

maintain personal and financial anonymity. Stricter government regulations, however, 

have eroded some of these ‘advantages,’ as greater efforts have been made to eliminate 

illicit remittance activity.42 The emergence of the banking sector in the remittance market 

has witnessed an increase in electronic transfers and a corresponding decline in money 

order transfers over the past fifteen years.43 In 1994, money orders had constituted more 

than 46 percent of the monetary volume of all reported transactions, whereas electronic 

transfers represented 44 percent of remittances. By 2003, however, electronic transfers 

made up nearly 86 percent of all recorded transactions, in comparison with the 12 percent 

from MTOs. Although MTOs continue to maintain the majority of the remittance market, 

the decline in money order transfers can be attributed to several factors: (1) increasing 

market competition from banks and credit unions; (2) greater operating costs due to a 

higher frequency of small transactions; and, (3) stronger legislation on so-called 

‘anonymity advantages’ through MTOs.44 

C) Informal Funds Transfer Systems 
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Informal funds transfer (IFT) systems, ranging from wire transfer providers to payday 

loan shops to ‘ethnic stores,’ are characterized as transfer mechanisms that operate 

outside of the regulated financial sector. Like other players in the remittance market, IFT 

systems typically respond to the same market incentives that institutions within formal 

channels do (such as convenience, speed, cost, and reliability).45 When Mexico had 

experienced a financial crisis in the mid-1990s, for example, IFT systems boosted their 

popularity by offering remittances in U.S. currency.46 Contrary to formal financial 

institutions, IFT providers have been particularly pro-active in isolated rural regions, 

where most banking institutions and MTOs are not well-established.47 Wire transfer 

services are often readily available at locations that remittance senders and recipients 

patronize regularly (grocery stores, supermarkets, convenience stores), and may allow 

remittances to be sent to rural areas of the home country where access to banks may be 

limited. According to the U.S. Survey of Financial Activities and Attitudes (2004), 36 

percent of Mexican immigrant remitters were found to have used wire transfers.48 Given 

that the majority of banks and credit unions, MTOs, and other remittance outlets are 

largely concentrated in cities or regional centres, it could take considerable effort on the 

part of remittance recipients from Mexican rural areas to gain access to these services.49 

Part of the appeal of non-banking providers is the ‘personal touch’ that banking 

institutions or credit unions may lack. In some instances, the availability of a Spanish-

speaking service provider, a previous financial relationship in either Mexico or the 

United States, or word-of-mouth recommendations can strengthen the loyalty that 

remitters may have towards a specific transfer system.50  

D) Microfinance Institutions  
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The establishment of microfinance institutions (MFIs) in the remittance market has 

offered Mexican immigrants with another transfer mechanism. In recent years, bilateral 

MFIs have been identified as a potential avenue from which remittance incomes can be 

facilitated into a form of economic development.51 The signing of the U.S.-Mexico 

Partnership for Prosperity in September 2001 has established an action plan for 

promoting economic development with regards to remittances in Mexico’s poorest 

regions.52 Given that MFIs mostly operate in traditionally underserved areas, there have 

been questions raised as to whether MFIs can compete with MTOs and IFT systems in 

not only maintaining lower transfer costs, but also spurring local entrepreneurship and 

development through remittance incomes.53 In a study on Mexican MFIs, remittance 

inflows accounted for 27 percent of the capital invested in microenterprises, and another 

40 percent of capital in the major remittance receiving areas of the country.54 Preliminary 

evidence presented by Orozco and Hamilton (2005) has suggested that MFIs have been 

moderately effective in offering lower transaction costs vis-à-vis local competitors, but 

could face future challenges in expanding the range of their financial services.55 One of 

the most notable examples has been the Microfinance International Cooperation (MFIC), 

a U.S.-based MFI network stationed in Mexico, which has been at the forefront of 

adopting a ‘MFI-to-MFI’ model designed invest remittance transfers towards starting up 

low-cost businesses. The issue at-hand for organizations such as MFIC, however, is that 

MFI remittance services have struggled to compete with the distribution capacities of 

rival MTO companies including Western Union or MoneyGram.  

IV. Bilateral Initiatives on Remittance Transfers 

The Mexican government has taken two important steps in facilitating remittance flows 

from the United States to Mexico. The first of which has been the recognition of the 
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Matricular Consular de Alta Seguridad (MCAS), a type of Mexican identification card, 

by the U.S. Treasury Department in 2002 to grant Mexican immigrants access to the U.S. 

banking system. If more widely accepted, this could encourage Mexican immigrants to 

open American bank accounts, and therefore send their remittances back to Mexico 

through safer transmission mechanisms.56 More importantly, though, it would also allow 

the Mexican ‘unbanked’ in the United States to be brought into formal banking channels 

with a recognized form of economic identity. With stronger tracking methods, both 

governments would be able to more closely monitor the financial remittance activity of 

undocumented immigrants.57 According to the Pew Hispanic Center (2002), 740,000 

MCAS identification cards were reportedly issued by Mexican consulates to their foreign 

nationals during the first nine months of 2009 alone.58 The MCAS has since been 

recognized as a valid identity documented in thirty-two states and 280 banking 

institutions, including Wells Fargo, Bank of America, Citibank, and HSBC.59  

In another bilateral initiative, the FedACH International Mexico Service has 

provided the U.S.-Mexican remittance corridor with a ‘public highway’ for transactions 

between banks in the U.S. and Mexican financial system. In February 2004, the U.S. 

Federal Reserve Bank had established an Automated Clearinghouse System (FedACH) 

with the Mexican Central Bank to allow for the bilateral transfer of credit transactions 

through formal banking channels. This financial initiative integrates existing ACH 

technological infrastructure, allows for low-cost electronic transactions that are estimated 

to cost banks USD $0.67 per transaction, and connects any bank account holder from 

either Mexico or the United States.60 Ben Bernanke, then a governor with the Federal 
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Reserve Bank, lauded the FedACH service as an important step in the U.S.-Mexican 

Partnership for Prosperity for improving bilateral financial linkages.  

Speaking at a conference on immigrant remittances with the Federal Reserve 

Bank of Chicago on April 16, 2004, Bernanke reiterated the following: 

“The challenge, for regulators, researchers, and immigrant advocates, is to ensure 
that remitters can send funds to their home countries conveniently, safely, and at a 
reasonable cost. The opportunity, primarily for banks and other mainstream 
financial institutions, is to find ways to leverage immigrants’ need for remittance 
services into a broader relationship, one that will be profitable for the bank and 
will also provide immigrants and their families with greater financial access.”61 

Although Bernanke had recognized the FedACH service as an ‘important step’ in 

improving access to financial services, concerted efforts were needed to be made to 

further engage with new remittance markets. The Multilateral Investment Fund (2006) 

estimated that, if banking institutions could forge a stronger relationship with the 

remittance recipients in Mexico and Latin America, it could stand to benefit from more 

than three million new clients, and around USD $1 billion in deposit funds year-after-

year.62 The availability of the FedACH Service to all U.S. banks could improve market 

competition, and enable banks of any size to offer as many transfers as needed to 

Mexican clients. With the advent of the FedACH, U.S.-Mexican banks no longer have to 

work with a foreign exchange provider, and can independently offer exchange rates that 

are published daily by the Central Bank of Mexico). One of the main objectives for banks 

in entering the U.S.-Mexican remittance market has been the opportunity to nurture long-

term relationships with Mexican immigrant communities. Many recent immigrants have 

not forged these formal banking relationships, and a number of U.S. banks have sought to 

‘tap into’ the market by offering remittance services at low initial fees. This has also been 
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done in hopes of enticing remittance customers into adopting other profit-generating 

services, and cross-selling various banking products to the wider community.63  

V. Impediments to Remittance Transfers  

A) Financial Literacy and Awareness 

The lack of financial literacy has been identified as crucial for encouraging banking 

amongst Mexican immigrants. Suro et al (2002) have noted that Mexican remittance 

senders were often unaware of the additional costs associated with sending money home, 

and made little individual effort to explore alternative options.64 Out of the remitters 

without bank accounts in their survey, fewer than 25 percent of respondents were aware 

that sending a remittance through a bank was even possible.65 Field research conducted 

by Hernandez-Coss (2005), however, has suggested the contrary. Mexican immigrants, 

particularly those with bank accounts, were generally found to be aware of how the 

combination of fees and foreign exchange rates affected transaction prices for remittance 

transfers.66 This being said, levels of financial education and awareness continue to vary 

across different regions in both Mexico and the United States. Programs that are capable 

of making market information available to remittance senders and recipients, as opposed 

to leaving remitters to their own devices, have been known to have a significant impact 

on consumer decisions in the remittance market.67 

Several programs and organizations have been launched to promote financial 

literacy in both countries. Profeco, Mexico’s Consumer Protection Agency, has served as 

a valuable information source on bilateral remittance activity. The program provides 

consumers with practical advice on how to remit savings more effectively to Mexico, 

including a variety of services: information guides on U.S. banking requirements; 
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comparison charts between twenty-three remittance providers in eight cities across the 

United States; and, information about where to voice complaints in both countries 

through a toll-free number. The U.S. Financial Literacy and Education Commission, 

established in 2003, have also launched a national strategy to improve the financial 

literacy and education of all U.S. residents.68 Other solutions that have been proposed 

have focused on promoting outreach programs at high schools with larger populations of 

Hispanic students, and having banks publish their materials in Spanish. The promotion of 

financial education through Mexican Hometown Associations (HTAs), a group of 

migrant organizations designed to promote links to Mexico, could also serve as another 

effective option for improving literacy. 

A recent study compiled by Gibson et al. (2012) in a World Bank Report has 

found that merely providing financial education to prospective remitters may not 

necessarily lead to lower transaction costs.69 In their randomized experiment with 

remitting migrants in New Zealand and Australia, the researchers had discovered that, 

while financial educational training did allow for greater awareness amongst remitters 

about transaction costs, there were not substantial changes in overall remittance 

behaviour.70 Migrants did not change in the amount or frequency in which they had been 

remitting, but avoided switching to more expensive or less transparent channels. In terms 

of financial education, the case for providing financial literacy training may need to rest 

on other incentives that lie outside of financial savings from cheaper remittances. 

Governments targeting lower money transfer costs, therefore, will have to work on 

addressing other barriers, such as excessive regulation or the exclusion of low-income 

immigrants seeking access to formal banking institutions.71  
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B) Language and Cultural Factors 

Formal banking institutions in the United States have faced the challenge of providing 

immigrants, who have had little previous financial experience, with greater access to the 

U.S. financial system. Research by Una Osili and Anna Paulson (2003) has revealed that 

immigrants are more likely to use banking services in the U.S. financial market that are 

more closely linked to their past financial experiences in their country of origin.72 

Although both groups face a common institutional framework in the United States, 

immigrants are less likely to participate in the U.S. financial market than native-born 

Americans of a similar age, education, and income level.73 Many newly arrived 

immigrants to the United States have been reluctant to change their cultural banking 

habits, particularly if they already use a financial product that meets their demands, or 

one that has been reliable in the past. If new arrivals are advised by other more 

established immigrants to use a money transmitter, the reliance upon money transmitters 

is likely to continue.74 In order to adapt more effectively to the U.S. banking system, 

Mexican remitters should look to refrain from poor financial practices (such as frequently 

transferring small amounts), or face the risk of paying substantially more than someone 

who makes a single transfer for the same amount of money.75  

Similar studies have also indicated that immigrants from English-speaking 

countries are more likely to participate in U.S. financial markets than their non-English 

speaking counterparts.76 Mexican immigrants, particularly undocumented immigrants, are 

unlikely to enter a bank branch if they are intimidated, due to the fact that: (1) they are 

uncomfortable, or unable to, communicate proficiently in English; (2) few of the bank 

employees are capable of speaking Spanish; or, (3) immigrants are simply unaware that 
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they can communicate with Spanish-speaking bank employees.77 As banking products 

become more sophisticated, banks have been faced with the challenge of finding new 

ways to raise local awareness and convince customers of the lower cost of their products. 

Several mainstream banks have acknowledged the need to expand their outreach to 

Spanish-speaking customers, especially in the remittance market. Some banks, including 

the Bank of America, have arranged for a specific quota of bilingual staff be made 

available to customers who would prefer to speak Spanish, whereas others have 

committed to ensuring that at least one bilingual staff member is present at a branch.78   

C) Demographic Factors in the United States 

The other important factor in determining price differences in remittance transfer costs is 

the city of origin in which the transaction takes place. According to Suro (2002), this has 

contributed to the formation of regional corridors, and varying degrees of competition 

within remittance markets across major U.S. cities.79 When the competition is more 

intense in one city, the transfer costs typically decrease in that city. When the competition 

is less intense in another city, the inverse is likely to occur for transfer costs. In areas with 

a higher concentration of Latin American immigrants in U.S. cities, for example, prices 

have tended to be lower than the national average for transfers going to that specific 

country. This can offer an explanation as to why a significant number of immigrants from 

the same country of origin, living in the same city in the United States, may end up 

paying less than their compatriots in other cities.80  

Table 3: Remittance Costs amongst Latin American Immigrants Sending USD $200 from 
the United States, 1999-200481  

 United States 
(Average) 

Chicago Houston Los 
Angeles 

New 
York 

Miami 

Mexico 7.32 7.23 7.30 6.12 7.81 7.72 
Jamaica 10.63    7.79 11.37 
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Guatemala 7.26 6.63 7.01 7.04 7.01  
Colombia 6.37 8.01 8.01 8.58  5.83 
El Salvador 5.75  5.19 4.57 5.44 6.06 
Dominican 
Republic 

11.32    9.87 11.37 

 

Similar cost differences arise out of different state-by-state regulations. Some 

governments at the state level have promoted strategies to make credit more affordable 

by regulating prices to limit certain service charges amongst MTOs or IFT systems. This 

form of ‘price capping’ has been adopted by some U.S. states to control interest rates 

from high-risk lenders, but not at the federal level.82 For states that do not have 

regulations, however, a large percentage of low-income and unbanked immigrants are 

may be exposed to ‘predatory pricing’ at local pawnshops or ‘ethnic stores’ in informal 

transfer channels.83 The cost reduction of urban remittance transfers is also contingent 

upon the types of transfer mechanisms that are made available in U.S. cities. Since not all 

banks or credit unions have nationwide remittance transfer services, it may influence the 

transaction choices for remittance senders depending on the city of origin.84 In the more 

developed urban remittance markets of Los Angeles or Dallas, annual average remittance 

flows tend to be higher, while estimated informal transfer flows are lower. Within less 

established remittance markets, however, the reverse tends to be true.85 According to 

Hernandez-Coss (2005), Mexican remittance markets in the cities of Detroit and Atlanta 

experienced higher informal remittance flows, and lower annual remittance and average 

remittance rates in 2004.86 Some of these results can also be attributed to increased 

market competition due to a higher urban concentration of Mexican nationals, or even 

because of a larger network of Mexican immigrant-focused groups or HTAs to assist 

prospective remitters with their transfer activity. 
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Table 4: Remittance Flows from the United States to Mexico, 200487 

 Mexican 
Nationals 

(1,000) 

Estimated 
Undocumented 

Workers 
(1,000) 

Annual 
Remittance 

Flows 
(USD Million) 

Average 
Remittance 

(USD) 

Estimated 
Informal 

Flows 
(%) 

Los Angeles 3,155 1,524 7,886 2,500 2% 
Detroit 469 195 645.2 1,376 22% 
Atlanta 600 480 918.3 1,531 17% 
Orlando 163 114 268 1,648 2% 

Philadelphia 180 145 271 1,506 3% 
Dallas 1,222 400 2,555 2,090 2% 

 

D) Money Laundering and Terrorist Financing 

Another problem confronting the formal remittance market is the threat of money 

laundering and terrorist financing. Remittance products have the potential to pose a 

money laundering risk, because they are inexpensive transmission mechanisms that can 

transfer funds to unidentified recipients.88 As U.S.-Mexican remittance activity has 

expanded, growing concerns have surfaced out of fears that, alongside immigrants 

transferring money to recipient households, informal illicit channels may be emerging 

through money laundering and terrorist financing. In order to limit the risk of money 

laundering, banks have been required to adopt several measures: limiting the amount of 

funds that can be deposited, controls on the maximum balance of an account or debit 

card, and monitoring programs to verify financial activity. The Bank Secrecy Act (BSA) 

has also stipulated that banks must file a Suspicious Activity Report (SAR) within thirty 

days, if a bank suspects any illicit activity on transactions amounting to $5,000 or more.89  

The renewed emphasis on heightened regulations has posed several challenges to 

formal remittance channels. Nikos Passas (2007) argues that the current U.S. regulation 

has ‘missed the point,’ and that imposing excessive regulatory burdens could have the 
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reciprocal effect of forcing remitters back into more informal transfer channels.90 

Banking institutions face the challenge of not only maintaining lower operating costs, but 

also complying with tighter regulations on illicit transfer activity, and maintaining lower 

costs for remittance transfers. Excessive government regulations on financial institutions, 

whether it is for money laundering or terrorist financing, could also impede upon the 

entry of new competitors into the remittance market. The greatest impact of heightened 

regulations, however, could be on the ability of government officials to identify and 

monitor suspicious activity. If more remittance users are found to be operating outside of 

the formal transfer market, it could make it more difficult on American policymakers to 

control money laundering or other illicit transactions.91 While a laissez-faire approach to 

the remittance market may not be desirable, neither is an approach that could raise costs 

for financial services and weaken controls on illicit activity – or, even worse, drive 

Mexican remitters back into informal channels.92 

VI. Development Potential and Macroeconomic Effects of Remittance Transfers 

A) Remittances as a Form of Economic Development? 

The large inflow of remittance receipts from the United States has raised questions about 

the potential impact of remittances could have on bolstering economic development in 

Mexico. Some economists, including Faini (2002) and Ratha (2003) have argued that 

remittances have had a positive impact on economic growth.93 This approach has 

identified the facilitation of international labour mobility as being crucial to increasing 

remittance flows, which could be used towards economic development in developing 

nations.94 Edward Lucas (2003) has countered by reiterating that remittances are an 

important form of short-term poverty alleviation, but a constant dependence upon 
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continued migration and remittance incomes could end up postponing, both the means 

and need, to address the heart of the problem: generating jobs in Mexico.95 One of the 

major initiatives launched by the Mexican government has been the creation of a ‘funds 

matching’ program called Iniciativa Ciudadana (Hometown Association) ‘3x1’ Program, 

which channels overseas remittances into small-scale development projects in Mexico. 

Under the conditions of the ‘3x1’ Program, every peso remitted back through a 

Hometown Association (HTA) is to be matched with three pesos each at the municipal, 

state, and federal levels of government in Mexico.96 From 1993 to 2000, the program 

invested $16.2 million on serve small-scale philanthropic community projects. Nearly 

two-thirds of these projects have been at an average cost of $56,000, and located in small 

communities with less than 2,000 inhabitants.97 In the town of Atacheo de Regalado, for 

example, the ‘3x1’ Program implemented remittances sent from immigrants in the United 

States, primarily from Illinois, and investments of around $1.5 million towards five HTA-

funded community projects involving 336 local families.98 

 There have also been calls to ‘tap into’ the development potential of remittances 

and return migration through microfinance institutions (MFIs). Deanna Ford (2009) has 

identified MFIs as a potential avenue for improving credit access and channelling 

remittance transfers from Mexican immigrants in the United States into microenterprise 

opportunities in Mexico. This strategy proposes focusing on the development of bilateral 

MFIs to facilitate and assist with the production of a cycle of ‘circular migration’: one 

that would provide long-term benefits, not only for the labour exporting country of 

Mexico, but also a migrant-importing country such as the United States.99 Given the vast 

sums of remittances channelled to Mexico, and the underdeveloped state of some regions 
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in the country, it would be crucial to convert financial capital into a form of sustainable 

economic development. Although remittance inflows represent a sizeable transfer of 

financial capital, the mass outflow of labourers has constituted a significant loss of 

economic and human capital in Mexico.100 By offering lower transfer costs, financial 

services, and credit opportunities, U.S.-Mexican policymakers could create greater 

incentives for return migration through MFIs, and reduce the ‘brain drain’ of economic 

and human capital that continues to plague the developing country of Mexico. Under this 

conceptual framework, the use of microfinance institutions would not be intended to curb 

the problem of illegal immigration between Mexico and the United States. Instead, Ford 

argues, this would allow Mexican migrants to channel remittance funds more efficiently, 

and encourage return migration to their country of origin sooner rather than later.101 

Although an attractive proposal, serious concerns have been raised about relying 

upon remittances as a form of economic growth and local development in Mexico. Much 

of the rationale behind providing economic opportunity for Mexican citizens in their 

home country, rather than enforcing strict controls at the border, is valid: if investment 

opportunities were made available in Mexico, potential Mexican migrants would be more 

likely to stay home, and therefore address the problem of return migration at its source.102 

The problem with this approach, however, is in the assumption that Mexican immigrants 

will voluntarily invest their remittance savings into microenterprise development. 

Numerous studies that have been conducted on remittance behaviour, including Orozco 

(2003), and Hernandez-Coss (2005), suggest that remittances are primarily used to cover 

basic necessities. Rosser (2007) has also cited the fact that remittances, especially private 

remittances, have tended to be very ‘personal’ in nature.103 The majority of Mexican 
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remittance senders are primarily concerned with contributing to ‘family maintenance’ in 

their country of origin, and have therefore prioritized most of their remittance funds 

towards satisfying basic subsistence needs, such as food, healthcare, and shelter.104 

Table 5: Survey of Total Distribution of Remittance Expenditures in Mexico105 
 Percentage of Remittances (%) 

Family Maintenance 79% 
Food and Basic Consumption 67% 

Education 2% 
Health 9% 

Family Investment 6% 
Build a Home 2% 

Improve Family Home 3% 
Initiate or Expand Businesses 0% 

Buy Land 1% 
Family Leisure 3% 

Family Debt 1% 
Unsure of Purpose 12% 

 
It would be unreasonable, in other words, to suggest that every prospective 

remitting client or recipient has the desire to become, and will become, an independent 

entrepreneur. The survey conducted above by Rosser (2008) indicates the total 

distribution of remittance expenditures amongst remittance senders and recipients. In 

addition to the majority of the funds being directed towards basic family maintenance, 

zero percent of respondents in Mexico indicated that they intended to invest in initiating 

or expanding a business.106 Another study in Oaxaca, Mexico suggests that only about 8 

percent of remittances were spent on business start-ups, while the rest went towards daily 

consumption.107 Robin Isserles (2003) has argued that MFIs have placed a heavy 

emphasis on individual entrepreneurs, but have failed to pay attention to the larger 

structural processes that create disparities between the affluent and poor.108 Poverty 

alleviation and economic development initiatives have the ability to be complimentary to 

one another, but an overemphasis on the latter could divert remittance flows away from 
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basic poverty reduction.109 While the concept of seeking to channel remittances into 

productive entrepreneurial activity is understandable, it would be difficult to envision 

how remittance senders or recipients, with no previous business experience, could 

suddenly become self-supporting dynamic entrepreneurs. 

B) Remittance Receipts and GDP Growth 

Research from Acosta et al. (2008) has offered mixed results on the relationship between 

remittance receipts and GDP growth. On the one hand, remittance receipts have been 

known to have positive effects for recipient countries in the developing world: increases 

in per capita income, easing of credit constraints, and alleviating negative shocks to 

developing economies.110 On the other hand, remittances have been linked to a reduction 

in labour supply and income-generating capacities for households with migrants abroad. 

Chami et al. (2005) have found a negative correlation between remittance receipts and 

GDP growth in their sample of 113 countries from the period of 1970 to 1998.111 

According to their study, remittance transfers have not typically served as capital for 

economic development, but rather have historically been used to compensate for poor 

economic growth: in short, remittances have responded positively to situations of 

economic volatility, yet negatively to situations involving economic growth.112  

The ambiguity surrounding the link between remittances and economic growth is 

not surprising. There are two potential reasons behind why remittances have not directly 

led to economic growth: (1) remittances are compensatory in nature; and, (2) are not 

intended to be used in ways that promote direct economic development. When taking into 

consideration the ‘counter-cyclicality’ of remittance flows, worker remittances have 

typically sought to ease credit constraints placed on recipient household members in 
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economic downturns. The ‘compensatory’ nature of remittance flows could also offer an 

alternative explanation as to why remittances have normally not been intended to spur 

economic growth. Further research by the World Bank has suggested that remittances do 

not have any statistically significant effect on GDP growth.113 In the data table shown 

below, there has not been a direct correlation shown between Mexican GDP and 

remittance receipts from 1997 to 2003. In 2001, for example, remittance receipts had 

increased by 35.3 percent, yet domestic GDP growth in Mexico had declined by -0.1 

percent. In 1998, Mexican GDP growth had grown by 4.9 percent, yet remittance receipts 

had declined by -2.2 percent.114 

Table 6: Percentages in Mexican GDP and Remittance Receipts, 1997-2003115 

 1997 1998 1999 2000 2001 2002 2003 

Mexican 
GDP 

6.8 4.9 3.7 6.6 -0.1 0.7 1.3 

Remittances 15.0 -2.2 24.6 11.2 35.3 10.3 35.2 

 

C) Macroeconomic Effects of Remittance Transfers 

• Debt Sustainability: Remittance inflows have the ability to improve the debt 

sustainability of a remittance-receiving country. For countries that are burdened with 

national debt, severe trade imbalances, or low foreign direct investment rates, 

remittance contributions can have a positive effect, whether directly or indirectly, of 

alleviating fiscal constraints.116 This may come in the form of improving the credit 

rating of recipient nations, per-capita income, and increases to the government’s 

revenue base. The fact that remittance flows have typically behaved counter-

cyclically in response to situations of economic instability suggests that it has been 
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used towards stabilizing national debt.117 Given that remittance flows have resulted in 

an increase in domestic household incomes, it could allow the government to raise tax 

rates on the portion of household incomes that are considered taxable. This would not 

constitute placing direct taxes on incoming remittances, or issuing income-based 

taxes, but would rather look to shift towards a consumption-based taxation system.118  

• ‘Dutch Disease’ and Remittance Transfers: The large and sustained inflow of 

remittances has fuelled speculation about whether a remittance-driven appreciation in 

real exchange rates could emerge. Empirical evidence from the World Bank (2009) 

has suggested that a positive relationship between remittances and real exchange rate 

appreciations could exist. Changes in the equilibrium exchange rate have had several 

effects on the distributional impacts of remittance inflows, comparative 

competitiveness of the traded and non-traded good sector, and long-term economic 

development via ‘Dutch Disease’ effects.119 If ‘Dutch Disease’ is found to be present, 

it could indicate that the short-term effects of remittance inflows may come at the 

expense of reduced long-term economic growth, particularly in the manufacturing 

and traded good sectors. Other economists, however, have sought to downplay such 

fears about a remittance-driven ‘Dutch Disease’ in recipient countries. Dilip Ratha 

argues that ‘Dutch Disease’ effects of remittance inflows are unlikely to have similar 

effects as natural resource windfalls.120 This has been supported in a separate study on 

eleven remittance-receiving countries conducted, which found that higher remittance 

receipts was not linked to slower economic growth or ‘Dutch Disease’ effects in the 

manufacturing sector.121  
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• Governance Issues: Several scholars have suggested that remittances could pose the 

moral problem of reducing government incentives to enact policy reforms.122 

Compensatory remittances have the ability to help offset adverse economic shocks, 

but may postpone (or, even worse, discourage) policies that could be crucial to long-

term growth.123 Remittances that behave ‘counter-cyclically’ could have the effect of 

reducing the political will amongst Mexican households to pressure governments to 

facilitate necessary investments in public and physical infrastructure, or ensuring 

tighter controls over fiscal discipline.124 By serving as a ‘buffer’ between recipient 

households and the governments that serve them, remittances can delay much-needed 

reforms by not only reducing public pressure, but also decreasing the likelihood of a 

political crisis that would make such reforms mandatory. Government initiatives, 

such as the ‘3x1’ Program, therefore, may be altruistic and well-meaning in nature, 

but could encourage poor fiscal discipline and divert attention away from more 

pressing issues.  

• Labour Disincentives: Remittance inflows can have the adverse effect of reducing 

labour incentives amongst recipient households. As Ratha writes in a separate article 

for The Economist, “there may also be an economic cost associated with reliance on 

remittances. Like any unearned wealth, they may foster idleness among those who 

benefit.”125 The net effectiveness of remittance receipts can be offset by household 

labour decisions, particularly if remittance-recipients decide to: (1) reduce their 

labour market effort, due to a reduced desire to work; or, (2) make poor investments 

(i.e., spending funds in areas that would normally invested towards subsistence needs) 

and depending upon remittances as a primary source of income.126 This may result in 
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lower productivity levels, and lead to a reduction in the available labour supply within 

local communities in Mexico.  

V. Impediments to Remittance Transfers 

A) Ambiguity in Federal-State Regulations 

The lack of access, or even exclusion, of millions of lower-income households to 

financial credit has been a common concern for the American government, at both the 

state and federal levels. Given widespread concerns about national security, and the 

potential vulnerability of financial transactions, stronger regulatory provisions are 

essential to ensuring the sustainability of bilateral remittance transfers in the U.S.–

Mexican corridor. Current overlaps and inconsistencies in U.S. domestic regulations, 

however, have translated into greater ambiguity between state and federal jurisdiction, as 

well as on a state-by-state basis. The states of Massachusetts and California have differed 

in that they do not regulate domestic money transfers, but only foreign transfers.127 On the 

issue of money transmissions, many states have varied in their interpretation on the 

definition of “transmissions of funds by all means.” Some states have recognized that 

Internet schemes constitute as a form of transmission, whereas others have not. In the 

case of money laundering and illicit transfer activity, several states require duplicate 

filing of Bank Secrecy Act reports, despite already being made available to state 

governments by federal authorities.128 These inconsistencies between state and federal 

regulations have also resulted in increased costs and inhibited market growth for new 

potential competitors in the remittance market. Non-banking companies, such as MTOs 

and their agents, are overwhelmed by the different state regulations, and unable to cope 

with the additional operating costs when attempting to enter the market.129 
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B) Remittances and the Community Reinvestment Act  
 
Another strategy for improving remittance activity in the formal banking sector would be 

to encourage stronger compliance with the Community Reinvestment Act (CRA). The 

federal government had enacted the CRA in 1977 with the intention of expanding 

financial services to lower-to-middle (LMI) communities. The CRA had also sought to 

combat the act of ‘credit redlining’: a type of discriminatory banking practice that refuses 

to lend to certain urban districts associated with low incomes and minority groups.130 

Prior to the passing of the CRA, concerns had been raised about banks discriminating 

(whether consciously or unconsciously) against LMI communities in their lending 

activity, particularly in urban areas with a large percentage of immigrant or ethnic 

minority populations.131 Some community activists had criticized bank branches for being 

relatively absent from LMI communities, and failing to provide basic financial services. 

Bank trade associations, conversely, have countered by frequently emphasizing the 

various difficulties with serving LMI communities: low deposit balances, larger 

transaction activity, and limited loan and profit opportunities.132   

 This being said, Stegman et al. (2002) have argued that the CRA, although 

overlooked in previous ‘unbanked’ initiatives, could have the potential to provide the 

necessary incentives for financial institutions to improve their bank lending practices in 

LMI communities.133 As part of the mandate of the CRA, the federal legislation requires 

an evaluation of bank performances in the following areas: lending activity, community 

investment, and availability of financial services.134 The purpose behind the evaluation 

test, which is based on a four-tiered ranking system (outstanding, satisfactory, needs 

improvement, and substantial non-compliance), would be to apply pressure on banks to 
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ensure that they are actively engaging with LMI communities. The problem with the 

current system, however, is that there are no substantial consequences if a bank fails to 

receive a rating higher than ‘satisfactory.’ From 1996 to 2001, only eleven banks were 

reported to have received a rating less than satisfactory. Given the high rate of passing, 

and lack of performance data made available, there has been little incentive on the part of 

banks to improve their overall CRA ratings. The enforcement of stricter regulations 

through the CRA would have three intended aims: (1) to facilitate a shift amongst LMI 

communities from non-banking services to the formal financial sector; (2) improve the 

quality of banking services made available to the underserved and unbanked; and, (3) the 

development of new financial service products and technologies to meet the demands of 

LMI markets.135 By offering assistance with remittance services, particularly in Mexican 

immigrant communities, banks would be able to improve their CRA rankings, because 

they would be directly serving a community need. Mexican HTAs or immigrant-focused 

organizations could also assist by surveying the performance of local bank branches 

through the following criteria: rates of acceptance of MCAS identification cards, 

presence of bilingual staff, hours of operation, availability of local branches, and degree 

of investment into Mexican immigrant communities. 

Conclusion 

The U.S.-Mexican corridor is at the advanced stage of transitioning from informal to 

formal systems for monitoring remittance activity in both countries. The advent of 

increased market competition, technological advances in financial products and services, 

and greater financial transparency have been pivotal in reducing structural barriers for 

remittance users in the U.S.-Mexican corridor. However, as this essay has argued, the 
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facilitation of remittance transfers between senders and recipients is only one part of the 

broader equation. The aspects in which remittance incomes can generate economic 

benefits are the same factors that can lead to potential challenges for remittance-receiving 

countries. Remittance transfers have served as an effective tool in combating household 

poverty, but an over-reliance upon remittance-driven growth can also have adverse 

effects. Stronger bilateral cooperation and avoidance of excessive government regulation, 

therefore, will be essential in ensuring the long-term sustainability of remittance transfers 

for Mexican nationals on both sides of the border.  
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