
Remittances and Financial Inclusion 
in Mexico and some evidence from 
an RCT in Tlaxcala

Dr. Alfredo Cuecuecha Mendoza

Centro de Investigación e Inteligencia Económicas 

Universidad Popular Autónoma del Estado de Puebla (UPAEP)



Why do people send remittances?

 Altruism

 New economics of labor migration, lack of credit and 
insurance markets make households to choose long term 
informal contracts
 Migrants may repay credits or debts to migrate
 Migrants may supplement credit or insurance for household 

in Mexico

 Transnational households: remittance may be seen as
temporary or long term, changing consumption patterns 
accordingly
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Importance of remittances: Who 
sends remittances?

 18.6 years in the US among remittance’s senders 
 18.6 for men
 18.4 for women

 21.2 years in the US among non senders
 21.7 for men
 18.9 for women

 Years of education:
 Senders 9.2 years
 Non senders 10 years

 Average remittances sent if 5 or less years of education in the US: 65 %

 Average remittances sent if 5 or less years of education in the US: 20 %
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Years in the US and education 
reduce remittances sent. 
Education in the US also 
reduces remittances



How much is sent:
 Monthly average 380 dollars

 Men: 405 dollars
 Women: 199 dollars

 Time in the US
 4 or less: 602 dollars
 5 to 8: 519 dollars
 9 or more: 250 dollars

 Monthly average per education level 
 Primary: 403 
 Junior high: 420
 High school: 342
 Technical education: 234
 University or more: 351

August 2019Fordham University   Migración y Desarrollo  
ECON 3238   August 2019

4

Remittances reduced with time in the US and education



Importance of remittances: Who 
does receive remittances?

 8.5 % of adult population receives remittances in Mexico 
(Source: Encuesta de Inclusión Financiera, 2015)
 6.7% Men
 10.2% Women 

 Urban 7.1%
 5.2% Men
 8.9% Women

 Rural 11.1%
 9.4% Men
 12.7% Women
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Remittances are 
more important for 
Women than for 
Men, and they are 
also more important 
in rural areas



Importance of remittances: Who 
does receive remittances?
 Mother is identified in 24% of senders as the unique recipient. 

It is identified in 25% of other responses as recipient together 
with other family members. In total 49% of senders 
mentioned their mother as the recipient of remittances. 
(Source: Encuesta de Inclusión Financiera, 2015)

 Father is mentioned in 8% as unique recipient. Together with 
other family members is mentioned in 19% of senders. In 
total is mentioned in 27% of all answers. 

 Partner is identified in 14% of answers as unique recipient. 
Together with other family members is mentioned in 8% of 
other senders. In total,  is mentioned in 23% of answers. 
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Evidence that remittances are sent primarily to family members 
and particularly mothers. 



Importance of remittances: Who 
does receive remittances?

 8.5 % of adult population receives remittances in Mexico 
(Source: Encuesta de Inclusión Financiera, 2015)
 6.7% Men
 10.2% Women 

 Urban 7.1%
 5.2% Men
 8.9% Women

 Rural 11.1%
 9.4% Men
 12.7% Women
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Remittances are 
more important for 
Women than for 
Men, and they are 
also more important 
in rural areas



Use of remittances: what senders 
believe

 Food expenses, 13.5% as unique answer, 85% in combination with 
other uses 

 Health 2% as unique answer, 26% in combination with other uses

 Education 19% in combination with other uses

 Housing investment 13% in combination with other uses

 Savings 3% in combination with other uses 

 Family business .5% in combination with other uses
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Remittances are used to cover household expenditures and household 
human capital investments in education, health and housing
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The impact of 
remittances on 

Welfare (household 
level effects) 

• Less poverty
• More education of children
• More investment in houses
• More investment in 

microbusiness
• More Jobs but, Remittances do 

not help smooth he business 
cycle, aggregate investment or 
growth (aggregate effects)
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IDEALLY: The 
financial system 
SHOULD help
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• Mexico has a low level 
of bancarization by 
Latin American 
Standards (27.4 of HH% 
in 2011, 36.9% in 2017) 
(Source: World Bank, 
2019) 

• Mexicans in US have 
also a lower access to 
the financial system 
than other non-native 
groups (Chinese or 
Puerto Ricans)



What explains the double unbanked?
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Mistrust of banks 

Financial knowledge

Lack of Competition

Contract 
enforceability

Technology

Mistrust of banks 

Financial knowledge

Intrahousehold
bargaining

Institutional failure (lack 
of immigration reform)

Discrimination against 
minorities ? 

Technology

In Mexico

In USA



Demand and supply factors

Mistrust of banks / financial knowledge (Roa, 
2015)

 Lack of competition / contract enforceability 
(Hernández, 2007)
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But, recent studies show more 
saving balances, bank and credit 
use among remittance 
receivers…
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More opening of bank 
accounts

Higher probability of 
having debt

Higher probability of 
receiving informal 

loans

No effect on loans from 
formal sector

Migrant has control account 
in the home country

Intrahousehold 
allocation is 

important  (so the 
demand side matters) 

Migrant 
households 
do know 
banks and 
use informal 
credit, banks 
simply do not 
seem to be 
interested in 
them (supply 
side matters) 



Is old bank technology the culprit?

 Study in the state of Tlaxcala about 594 families, 171 families 
are receiving “treatment”
 Education about finances, entrepreneurial skills and mobile 

banking
 Free smartphones and bank accounts
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Large 
average 

costs

Banks do 
not open 
branches

Local 
economies 

do not 
grow

Small 
markets 

Using old bank 
technology can 
generate vicious cycles



Why Tlaxcala?
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• Smallest state in central 
Mexico, east from 
Mexico City

• Number 6, out of 32 
states, in terms of 
poverty 

• Number 32 in financial 
inclusion in 2011(1 
bank per 10 tp)

• Reception of 220 md of 
remittances

• Considered a low 
migration intensity 
Mexican state

• 52% of population with 
cell phones in 2011

• 12% with smart phone 
in 2011

Source: Fieldwork data



Some additional details

 Why do we need training?
 Want to maximize technology adoption since our interest 

was to explore a topic very new in Mexico and that at the 
moment of the experiment was unheard of in the country

 Also reduce risk that cell phones may be exchanged after 
we deliver them, since many people have no idea about 
how to use or how valuable it was

 Why do we need non-remittance receiver households?
 Some non-economic literature claims that the additional 

income makes them reduce their efforts
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Outcomes of interest
 Determine effect of experiment on:

 Financial inclusion (usage, depth, stability and quality)
 Income, Expenditure, Savings and Microbusiness activities
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Determine if reception of 
remittances interacts with the effects 
of experiment on the above 
indicators 



Identifying the impact of the 
treatment
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Notes: estimations performed using weights designed to control 
for the experiment design

Outcomes :
1. Financial inclusion: 

(usage, depth, 
stability, quality )

2. Microbusiness
3. Income, 

expenditure savings



Results

 Financial inclusion :
 Usage and quality increase
 No impact on depth and stability

 Economic impact:
 Income, savings and micro business activities increase
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Identifying the interaction of the 
impact with remittances
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Notes: estimations performed with weights designed to control 
for the experiment design



Results (preliminary)

 Non significant results or unexpected signs 

 Indication that remittances are highly endogenous and 
that it is necessary  to use instruments (in process)
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Main Conclusions

 The experiment shows that training and access to mobile 
technology can increase financial inclusion (usage and 
quality)

 The experiment also increased micro business activities, 
income and savings

 Costs of access to financial services are important in 
deterring financial inclusion which do impact real economic 
outcomes
 Households use the system when provided at low cost and 

switch to use lower cost providers which generates positive 
economic outcomes
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Additional conclusions

 “Bad” business practices by Mexican banks do exist and 
generate mistrust of households
 Households do however look for help from informed people 

and if other options exist they switch banks

 Infrastructure problems also limit the usefulness of the 
mobile technology
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 Thanks!
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