
The Quality of Financial Services: Evidence from an Audit Study in Mexico∗ 
 
Xavier Giné 
Development Economics Research Group, World Bank  
 
Cristina Martínez de Cuellar 
Development Economics Research Group, World Bank  
 
Rafael Keenan Mazer 
CGAP, World Bank 
 
 
August 2012 
 

PRELIMINARY AND INCOMPLETE 
 
Abstract 
We conduct an audit study in peri-urban Mexico to understand the quality of 
information and products offered to potential low-income customers. Trained 
“shoppers” with a visited multiple financial institutions looking for both credit and 
savings products. Results suggest that staff provide little information voluntarily and 
when probed, most appear to be misinformed about key characteristics of the products 
offered. In addition, clients are never offered the most adequate product for their 
needs, most likely because institutions increase profits by offering more expensive 
products. This suggests that disclosure and transparency policies may be ineffective if 
they undermine the commercial interest of financial institutions.  
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1. Introduction 

The share of low-income households with a savings account in a formal 

institution is notoriously low, especially in developing countries (Demirguc-Kunt and 

Klapper, 2012). Several explanations have emerged to explain this low level of formal 

savings. Transaction costs may be high for a variety of reasons, including substantial 

distances to branches and costly and unreliable transport. In addition, financial 

illiteracy may prevent households from opening accounts due to a lack of knowledge 

about the benefits of formal savings and lack of familiarity with account-opening 

procedures. Finally, the poor quality of savings products, especially among low 

income households may also contribute to the low level of savings. In Mexico and 

elsewhere, individuals often complain about high costs and hidden fees that often 

yield negative effective rates that end up depleting the savings balances. These have 

lead households to distrust formal financial institutions and rely instead on informal 

sources such as saving at home or in ROSCAs (Rutherford, 2000 and Collins, 

Morduch, Rutherford and Ruthven, 2009). 

But even when consumers contract financial products, there is evidence that 

their decision-making is poor. For example, a series of focus groups recently carried 

out with low-to middle-income consumers in the study areas suggested that many 

customers were not aware of various key terms of the products, and only became 

aware when they impacted, often negatively, their account.  Customers also reported 

not reading the contract or not understanding it when they tried to read it; a preference 

for simpler brochures, even when they contained less information about basic fees and 

commissions; reliance on the advice and experience of family and friends; and little 

effort to compare quality and price among products. 

To remedy this situation, several governments including the Mexican have 

recently introduced legislation to improve disclosure and transparency as part of their 

efforts to improve financial literacy. Mexico enacted in 2009 the Law for 

Transparency and Regulation of Financial Services. This law requires that consumers 

be presented with key financial terms for both savings and credit products. In 

addition, since 2007 financial institutions were required to offer a basic account, free 

of fees and penalties. 

Indeed, improved disclosure that better informs consumers of the costs and 

key terms of credit products could prove to be a cost-effective method for improving 

large numbers of consumers’ financial capabilities by allowing them to better 



understand the different aspects of financial products, and so conduct a more accurate 

assessment of the products’ potential benefit to them. In addition, cheaper products 

could increase formal intermediation and improve welfare.  

This discussion brings to the fore three interrelated questions that are the focus 

of this paper. First, what is the quality of information provided to low-income 

customers interested in savings products? Second, are financial institutions complying 

with the new transparency rules? Third, do financial institutions offer the cheapest 

product that meet the customer needs?  

To answer these questions, we implemented an audit study in peri-urban areas 

of the states of Mexico and Morelos in Mexico. The scripts used by auditors were 

designed in collaboration with Mexico’s National Commission for the Defense and 

Protection of Financial Service Users (CONDUSEF) and differed along three main 

dimensions. First, the level of financial sophistication made salient by the language 

used by the auditor, second, the level of competition by stating that a competing 

institution had offered better terms and third, a preference for either a checking 

account or an investment account where funds would be deposited for a minimum 

duration of one year.  

We find that on average customers were offered a product according to their 

specific maturity needs, but the staff provided little information on a voluntary basis 

about key features of the product offered. When asked directly about certain key 

terms, most personnel were unable to answer correctly. Perhaps more importantly, 

although the product matched their needs, it was never the cheapest product. On the 

contrary, auditors seeking a short maturity (checking account) product were steered 

away from the “no frills” account. This lack of transparency and the provision of 

worse quality products are consistent with the view that financial institutions 

maximize profits when pricing is not made transparent and thus offer products that are 

purposefully made complicated even though they are mandated to offer simpler and 

cheaper products.  

We do however find differences between auditors assigned the financially 

sophisticated or “experienced” profile and those that were not, echoing the results in 

Anagol et al (2012). Auditors with the “experienced” profile had longer face time 

with staff, were offered wider choice of products and were given more information 

about the products offered. In addition, the staff provided more detail about the terms 

of the products and were more likely to be offered a copy of the contract.   



These results underscore the fact that significant problems of transparency and 

product suitability persist in Mexico, and that recent disclosure and transparency 

regulations and the mandate that basic savings accounts be offered have not had their 

intended effect on consumer welfare, in particular for low-to middle-income 

consumers. 

The fact that financial institutions will resist transparency initiatives is not 

new, and in this sense the paper contributes to the recent literature that uses audit 

studies to assess financial advice for financial investment (Mullainathan et al, 2012) 

and life insurance (Anagol et al, 2012).  

The remainder of the paper is organized as follows. Section 2 describes the 

financial market for low-income households in peri-urban Mexico. Section 3 presents 

the experimental design and setting. Section 4 describes the empirical strategy and 

Section 5 reports the results of the audit exercises. Section 6 concludes. 

 

2. Context 

Financial providers 

Financial markets in Mexico have recently experienced drastic changes thanks 

to the appearance of new providers like the consumer goods chains Elektra, Wal-Mart 

and Coppel, and new intermediation channels such as agent and mobile banking. 

These changes have impacted most notably the lower-to middle-class urban 

consumers, which are the focus of this study (CNMV, 2011).  

At present, savings products are offered by a range of financial institutions 

that include banks, cooperative societies (Cajas de Ahorro), and Popular Financial 

Societies (SOFIPOS). Commercial banks include both “traditional” banks such as 

HSBC, Banorte, Bancomer and Banamex, as well as the growing number of banks 

that have a particular focus on low and middle-income Mexicans. This includes banks 

established by large retail chains, such as Banco Walmart, Banco Azteca (part of the 

Elektra Group, affiliated with the Elektra retail chain), Banco Coppel and Banco 

Ahorro Famsa, as well as credit-providers that have recently obtained banking 

licenses, such as Banco Compartamos. Sociedades Cooperativas de Ahorro y 

Préstamo (SCAPs or, more commonly, Cajas de Ahorro) are cooperative-based 

institutions and offer both credit and savings services. They are considered to be non-

profit financial intermediaries. Sociedades Financieras Populares (SOFIPOS) offer 

both credit and savings products, typically serving low-income consumer segments, 



but unlike Cajas de Ahorro they are not considered non-profit institutions.  

Sociedades Financieras de Objeto Multiple (SOFOMEs) only offer credit 

products as they are not permitted to collect deposits. They were included in the study 

to verify that they were in fact not accepting deposits from clients.  

With the exception of the SOFOMEs, all of the institutions visited in this audit 

study provide current and fixed-term accounts. 

 

Cost and product suitability of savings products 

Although in recent years Mexico’s financial sector has received significant 

public attention for its high-cost basic credit products1, the high cost of savings 

products due high unanticipated fees and commissions to is also of concern but less 

publicized  (World Bank, 2005).  

This concern over high fees and service charges and has led to the reforms by 

the Bank of Mexico in 2010,2 which prohibited fees for use of ATMs of the client’s 

same bank, double-charging of both minimum balance and account maintenance fees, 

account opening fees on savings accounts that are required as part of a credit 

solicitation, and fees for cancellation of debit cards, prepaid cards, savings accounts, 

and electronic banking services. 

Yet recent discussions with consumers suggest that the cost of basic savings 

products remain an area of concern for low-income consumers, and continue to have 

significant economic consequences for many low-income and inexperienced 

consumers. For example, participants in a series of focus groups in the Mexico City 

Metropolitan region conducted as part of this study cited numerous cases where they 

had lost significant portions of their savings balance due to fees assessed on their 

accounts, in some instances having lost the entire savings balance in less than a year 

due to charges assessed by the provider.  

These reductions in savings balances were mainly due to monthly maintenance 

fees, activity fees (such as exceeding a certain number of withdrawals per month), and 

inactivity fees (for not depositing additional funds over a certain period of time) that 

were not known at the time the savings account was opened. These hidden and 

ontributed to the sense of mistrust towards financial unanticipated fees may have c

                                                        
1 See, for example   www.mixmarket.org for comparative country‐level pricing data for microfinance products and 
providers. 
2 Circular 22/2010, Banco de México, July 26, 2010. 

http://www.mixmarket.org/


institutions that in turn may be responsible for the low uptake of savings products 

among these population.  

This situation points to a combination of insufficient awareness by consumers and 

the lack of up-front disclosure and explanation of the products by providers.  In 

addition, the irregular and unpredictable income flows by many low-income 

Mexicans in the informal sector suggest that savings products with such fees will be 

unsuitable.  A self-employed trader could see a rise in sales before the Christmas 

holidays, and a significant slow in sales in the following months. Low income and 

limited assets can make these consumers even more vulnerable to unanticipated 

shocks like health emergencies if they do not have access to insurance, which can 

force them to draw down on their savings in case of an emergency expenditure. All of 

these factors can make it hard for a low-income consumer to maintain a minimum 

balance or exhibit the same usage patterns in their account from one month to the 

next, and so they often end up paying high percentages of their savings in account-

related fees. 

 

Mandated Basic savings accounts 

In 2007, as part of the Law on Credit Institutions, the Bank of Mexico began 

requiring all deposit-taking institutions to offer a “basic account”. Amongst other 

features, these accounts were not permitted to charge commissions for account 

opening, withdrawals, or balance consultations, although they were permitted to 

establish a minimum average balance on these accounts (provided the savings account 

was not set up for direct deposit of salaries, in which case a minimum balance could 

not be set). In addition, these accounts offered account maintenance, a debit card, and 

direct deposit all free of charge.  

In 2011 however, Mexico modified its account-opening requirements to 

permit the opening of another simplified bank accounts with less stringent customer 

identification processes, referred to as “transactional accounts”. The new rules 

established several tiers of transactional accounts, with the range of activities and 

maximum value for these accounts increasing alongside increases in the requirements 

for account opening. These transactional accounts are intended for consumers seeking 

frequent movement of funds, direct deposit of salaries, transfers, and debit card 

payments, and in particular low-income consumers who will now be able to open and 

use banking accounts through branchless channels such as mobile and agent-banking.  



In the area of transparency and disclosure, these accounts are treated differently than 

savings and investment accounts. For example, it is not required to publish the total 

annual expense (Gasto Anual Total in Spanish or GAT) because they are meant for 

consumers to help manage their daily finances rather than as a product to save and 

accumulate capital. However, the decision of whether a given product is a 

transactional or a savings account is primarily at the discretion of the financial 

institution, creating incentives for financial institutions to classify products as 

transactional that may be similar to savings products, but avoid compliance with the 

transparency and disclosure regulations that apply to savings accounts.  

 

3. Experimental Design  

This audit study was conducted in collaboration with Mexico’s National 

Commission for the Defense and Protection of Financial Service Users 

(CONDUSEF), the government authority established in 1999 and responsible for 

financial consumer protection and financial education programs.  

One of the advantages of an audit study is that one can randomly vary the 

characteristics and preferences of auditors. We designed scripts for auditors that 

varied along three dimensions: financial sophistication or experience, the degree of 

perceived competition and the preferences for an investment product or a checking 

account product. In total there were 6 different scripts: no experience and preference 

for investment; no experience and preference for checking; experience, preference for 

investment and high competition, experience, preference for investment and low 

competition; experience, preference for checking and high competition; and 

experience, preference for checking and low competition. 

All auditors were assigned a quantity of 5,000 Pesos (USD 378) that they 

wanted to deposit either for one year (preference for an investment product) or to 

make frequent transactions (preference for a checking account).  

In addition, auditors were either experienced or not. Experienced shoppers 

mentioned that they were shopping around for the best savings or investment product 

and were knowledgeable of certain terms. If the staff did not voluntarily provide 

certain information about the characteristics of the account, they had to ask. In 

particular, experienced auditors had to ask about minimum balance (if they had a 

preference for a checking account), interest rate, GAT, fees and commissions, 

whether there was a linked debit card and had to ask for a copy of the contract.  



Auditors without experience only had to ask about the minimum balance (if they had 

a preference for a checking account) and the interest rate.  

The study was conducted in four towns with a population of around 30,000 to 

50,000 in the states of Mexico and Morelos in proximity to the greater metropolitan 

region of Mexico City: Amecameca, Cuernavaca, Ecatepec, and Los Reyes de la Paz. 

These communities were selected for their high penetration of financial institutions 

targeting low-to middle-income consumers, and for their high proportion of low-to 

middle-income population.3 Each town has an average of 17 institutions, of which 12 

are banks, 2 are Cajas de Ahorro (SCAPs) and 2 are SOFIPOS. The study also 

includes a few visits to an average of 2 SOFOMEs, although by law they are not 

allowed to collect deposits.  

For the purposes of the analysis we divide the banks between commercial 

banks (Scotiabank, HSBC, Banorte, Banamex, etc) and low income banks that target 

poor to middle-income households (Banco Ahorro Famsa, Bancoppel, Compartamos 

Banco, Banco Walmart and Banco Azteca). All but Banco Compartamos are all 

located inside “department stores”. 

A total of 112 visits were carried out between the months of April and May in 

2012 by 6 professional auditors, with each auditor visiting roughly 5 different 

institutions in each town. A total of 19 different financial institutions were visited, 

with the same branch in a given site being visited more than once. A visit was deemed 

completed when either the institution refused to open the account (this never 

happened except for the visits to SOFOMEs) or when the auditor was asked to sign 

the contract.  Auditors conducted follow-up visits whenever needed to complete the 

product inquiry up to the product sign-up. Each visit was recorded with a hidden 

digital recorder, and after each visit the shopper was required to complete a 

questionnaire assessing various aspects of the visit, including the length of the visit, 

the products offered and their features, and quality of the service provided. The 

responses to each questionnaire were then validated through a third-party verification 

of the responses compared to the audio recording. 

 

4. Empirical Strategy 

                                                        
3 Although there are considerable disparities in access by region and between rural and urban 
populations, the towns selected are similar to other peri-urban towns in Mexico. 



Because the assignment of scripts to auditors was random, we can run the 

following OLS regression: 

 

௜௝ݕ   ൌ ܮܪଵߚ  כ ܫܪ ൅ ߚଶܮܪ כ ܫܮ ൅ ߚଷܸܰܫ  ൅ ߝ௜௝      ሺ1ሻ 

 

where yij is the outcome of interest for auditor i visiting institution j, ܮܪ כ  ܫܪ

is an indicator for high literacy or experience and high interest rate, ܮܪ כ  is an ܫܮ

indicator for high literacy or experience and low interest rate and INV is a dummy 

that takes the value of 1 if the auditor is interested in an investment account or fix 

term deposit (0 if  savings/checking account) and ߝ௜௝ is a mean-zero error term. The 

regression specification also includes dummies for each type of financial institution. 

Robust standard errors are included.  

Notice that other auditor individual characteristics were not included as 

controls because with only 6 shoppers, some of these characteristics were near 

collinear with the treatment assigned.  

For the purpose of the analysis we constructed 6 indexes representing each of 

the following categories: terms of account, fees and commissions, account usage, 

explanation of key terms and information provided in the printed material. The terms 

of account index includes the information that the official voluntarily mentioned 

regarding the need to be member/client to open an account, the minimum amount to 

open an account, the minimum balance required, the available maturities, if a debit 

card is provided, the interest rate amount and its type, the Total Annual Return 

(GAT), the Deposit Insurance (IPAB), and a tax on rent (IDE). The fees and 

commissions index incorporates the information that the official voluntarily provided 

in terms of the minimum balance, inactivity, early withdrawal (for investment 

accounts), withdrawal, balance inquiry and debit card reposition fees. The usage of 

account index includes the information that the official voluntarily mentioned 

regarding where can the customer consult the balance and withdraw money. The 

fourth index is the explanation of information and includes if the official explained 

the GAT and the printed information. Finally, the fifth and sixth indexes incorporate 

all the information that can be found on the printed materials voluntarily given to each 

shopper; the fifth includes the same variables as the terms of account and the sixth is 

composed by the same variables as the fees and commissions index.  



 

 

5. Empirical Results 

This section presents evidence of the quality and quantity of information, the 

quality of printed material and the quality of the services that institutions give to low-

income customers of basic savings products in Mexico. 

Table 1 presents the differences in the interview times and the amount of 

products offered to each shopper. Columns (1)-(3) present the results of the average 

time that the shoppers had to wait in order to be attended and the average length of the 

interview with the official. On average, each visit lasted 25 minutes, including 15 

minutes of face to face interaction with the official. The experienced shoppers 

reported a longer interview time in comparison to those with no experience, their 

interview time was 6.5 (for those with high interest rate) and 8 (for those with low 

interest rate) minutes longer. There were no significant differences between those 

who stated that they had been shopping around nor those who were seeking and 

investment or checking accounts.  

In half of the visits, staff offered more than one savings product, especially to 

experienced shoppers who stated that they were offered a higher interest rate in 

another institution (0.17 more product  in comparison to those with low experience), 

those were looking for an investment account were offered less products than those 

looking for a checking account (Column 4). Additionally, in most visits, the official 

offered the product aligned with shopper needs, there is no difference between 

shoppers’ experience nor specific needs (Column 5). However, this does not mean 

that they offered the cheapest products to the shopper. From the 54 shoppers that were 

offered a checking account, only 2 were offered this basic account.  

Table 2 reports the quality of information given to the shoppers. Officials, on 

average, voluntarily provided information on 5 out of 16 items (3.5 term items, 1.2 

fees items and 0.6 usage items). Experienced shoppers who argued that they were 

offered a higher interest rate in another institution were provided more information on 

fees (1.6 more items), terms of account (0.7 more items) and usage (0.9 more items). 

Those who were “offered” a lower interest rate in another institution were provided 

1.7 more items on fees and commissions and 0.7 more items on the account ussage. 

Shoppers seeking investment products were provided less information on fees (0.4) 



and usage (0.6). Interestingly, there are no differences in quality of info across the 

financial institutions. 

Table 3 presents the explanation of information and the amount of printed 

material given to the shoppers. Column (1) shows that experienced shoppers were 

provided explanations on GAT when requested, nonetheless out of the whole sample 

there were only two situations in which the GAT was correctly explained. Column (2) 

reports that experience shoppers are also more likely to be shown the contract, 

although many of the terms and fees are missing in these documents. With respect to 

the terms of  account, although 62% display the interest rate, only 21% show the GAT 

and 44% state if a minimum amount is needed to open an account, only 1.4% state if a 

minimum balance is required, 4% display if the account is protected by the IPAB and 

0% mention the IDE. Regarding fees and commissions only 5.7% present if the 

institution charges a minimum balance fee, 1.4% an early withdrawal fee, 2.8% a 

debit card reposition fee and 5.7% mention if there is fee for consulting the account’s 

balance. Column (3) shows experienced Shoppers were not more likely to be given 

more printed materials. There aren’t significant differences among the other 

treatments. 

Analyzing the printed material in a higher level of detail, Table 4 shows that 

only 28% of the shoppers were given relevant information. SCAPS and low-income 

banks gave more relevant information than commercial banks and SOFIPOS. Of 

those who were given relevant material, out of 17 items, on average, these materials 

only have 2.2 key terms (1.7 terms of account and 0.5 fees and penalties).  Those who 

stated that they were given a lower interest rate in another institution got 1.9 more 

items of information than those with low experience (0.9 terms of account and 1.0 

fees and commissions) and those who argued that they were offered a higher interest 

rate got 0.6 more items of fees and commissions. Those who asked for investment 

accounts were given more information on the terms of account than those asking for a 

checking account. Commercial banks, low income banks and SOFIPOS gave more 

information on the terms of account, furthermore, all the institutions gave the same 

amount of information on fees and commissions.   

The last section of the questionnaire included a set of subjective questions on 

the shoppers’ perceptions of the service provided by the officials. According to Table 

5, at least 70% of the shoppers thought that the official showed interest, was kind and 

trustworthy, showed knowledge of the products being offered and gave clear 



information. Only 63% thought that the official was able to explain the product. Yet 

only 57% of the shoppers declare that they would acquire the product. There are no 

significant differences between any of the treatments. It is worth noting that, in spite 

of the low quality and limited amount of information that officials gave to potential 

customers, the officials attending to the shoppers were given high ratings from the 

shoppers for quality of service and explanation of the product, and most of the 

shoppers indicated they would likely acquire the product based on their experience.  

 

6. Discussion and Conclusions 

 This study provides evidence of the quality and quantity of information that 

financial institutions provide to potential customers on their savings products, and 

demonstrates striking differences in the amount and quality of disclosure provided to 

consumers who behave in ways that indicate they have little experience with formal 

savings products.  

While inexperienced consumers received less information overall, the audit 

exercise shows a low amount of information provided by officials gave to all 

shoppers, including those presenting the experienced consumer profile. In fact, much 

of the difference in the amount of information they received appears to be only due to 

the fact that they were instructed to ask specific questions about the product if the 

official did not disclose this information voluntarily. Not only was voluntary 

provision of basic product information exceedingly low, the officials also appear to be 

ill-informed about key characteristics of the products they are selling, and almost 

every one of them failed to correctly explain the meaning and significance of GAT, 

the key component of the existing disclosure requirements for savings products in 

Mexico.  

The results show an evident misalignment of incentives between officials and 

potential customers.  Disclosure and transparency policies are difficult to implement 

successfully because financial institutions have strong incentives to undo them, as 

evidenced by the poor quality of disclosure of key terms such as GAT and the low 

advertisement of the basic accounts in this study. At the same time, legal efforts are 

insufficient to correct the lack of information since the incentives of the institutions to 

hide information are greater, and monitoring of sales practices presents considerable 

capacity challenges, even for a large, well-resourced agency such as CONDUSEF. 

Perhaps a better strategy than either disclosure or new regulations by themselves is a 



strategy that combines both increased understanding by current and potential 

customers of the products they are using and the key terms they should pay particular 

attention to, with new measures that make providers improve their efforts to advertise 

the existence of basic accounts, make enrollment in these account easier, and expand 

their product suitability efforts to include offering a broader range of products to 

would-be consumers for their consideration.  
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