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A new study being spearheaded by faculty at the University of Virginia is examining why many Hispanics and Latinos don’t use banking services.

The study’s been inspired by the success of the Latino Community Credit Union in North Carolina, which saw rapid growth because it catered to an underserved demographic.

“That financial institution saw tremendous growth, which is not seen in these sorts of institutions that much,” Kulwant Rai, the project’s research director, said.

Researchers with the Tayloe Murphy Center at the Darden Graduate School of Business Administration are supposed to investigate economics and business in Virginia, particularly in economically challenging environments.

The possible need for Latino- and Hispanic-friendly banks in Virginia seemed like a good research topic, R. Marc Johnson, the center’s associate director, said, but he emphasized that the question is being examined strictly as a question of market demand, not as a policy issue.

“We’re not really being prescriptive,” he said.

The researchers hope to use a variety of techniques to get a picture of the Hispanic and Latino community’s access to financial services, including anthropological interviews and surveys.

“We need to find out what is causing them not to have bank access,” Rai said.

He described situations where shops such as payday loan makers get business almost in the shadow of traditional financial institutions.

“Why do we need these third-party institutions?” he asked, adding, “There are traditional banks and then right across from there, there are these third-party lenders.”

According to Alejandro Sanchez, the Latino Community Credit Union’s director of organizational development, it was for a time the fastest growing credit union in the country. From 2002 to 2006, it went from roughly 7,000 to roughly 50,000 members, he said.

Sanchez said growth was initially slow, but partnerships with groups such as churches and police departments helped win the community over. The credit union cut down on its advertising efforts after the initial growth spurt so its infrastructure could catch up to the number of folks with deposits, but officials hope to launch another push for more customers soon, he said.

The credit union accepts identification from any country to open an account, but only people with tax identification or Social Security numbers can earn interest, he said.

According to a 2008 report by a UVa researcher, about 6 percent of Virginia’s population is Hispanic while less than 4 percent of the commonwealth’s population was born in Latin America.

According to a University of North Carolina at Chapel Hill study, about 7 percent of North Carolina’s population in 2004 was Hispanic. 

