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|. Introduction

The Office of the Comptroller of the Currency (OCC)
isresponsible for regulating and supervising the national
banking system, which comprisesall bankswith afederal
charter and about 55 percent of the total assets of the U.S.
banking system. The OCC’s major objectives include
ensuring bank safety and soundness and seeking to assure
fair accesstofinancial servicesfor all Americans. Aspart
of the latter effort, the OCC has sponsored a Survey of
Financial Activities and Attitudes (Survey) to better
understand why millions of adults in the United States
rarely, if ever, conduct their regular financial activities,
particularly savings and transaction activities, through
banks.

We define “nonbanked” individuals as those who
conduct their financial activities primarily outside the
banking system, including those who may have a small,
inactive bank account but who primarily patronize
nonbanks when conducting their regular financia
activities. Thus, our “nonbanked” target group includes
more individuals than those conventionally termed the
“unbanked,” the 13 percent of American households
(containing over 30 million adults) who have no
transactions accounts at any depository institution [1].

Early on in the development of the Survey, the OCC
convened a Forum on approaches to servicing the
nonbanked. Participants included knowledgeable
representatives of banks, check cashing and bill-payment
firms, technology providers, consumer organizations,
financial sector consultants, academic experts, and policy
makers. Thediscussionsrevea ed that survey information
on the nonbanked would be useful to many; that
surprisingly few financial organizations conduct surveys;
and that few of those studies are publicly available[2].

Accordingly, the OCC sought to supplement the
sparse information available on the nonbanked, and to
provide several public benefits. The Survey will generate
new data on financial activities of the nonbanked, the
coststhey thereby incur, their attitudes toward banks, and
any prior experience with banks. This information may

help reduce the uncertainty that banksfacein considering
how to serve this potential market, and may help inform
bank efforts to design more appropriate products and
more effective outreach methods to increase financial
access. Public availability of the OCC's survey results,
the survey instrument, and the survey methodology may
also help reduce costs of private-sector market research,
product development, and outreach efforts.

Moreover, the findingsfrom the Survey may help the
OCC carry out its supervisory responsibilities more
effectively. By better understanding the factors limiting
financial access to, and use of, bank-provided financial
services, the agency can better propose waysfor banksto
consider removing barriers; identify banking practicesthat
may inadvertently limit financial access; and assess the
extent to which banking practices meet local financial
service needs.

Several factors posed specia challenges to the
development of a survey design that would achieve good
coverage and high response rates. These included
characteristics of the Survey's target population, the
sengitive topics addressed by the Survey (personal
financial matters), and the paucity of prior research onthe
topic. This paper discusses the ways in which we met
those challenges in devel oping the survey design.

I1. Development of the Survey

A review of theliterature revealed that little research
has been carried out on the nonbanked or on overlapping
popul ations (the unbanked, financial transactions of low-
and moderate-income households, customers of alter-
native financial service providers, etc.) [3].

OCC researchers recognized the need to supplement
their knowledge of conventional banking marketsin order
to improve the quality of the Survey instrument and its
relevance to the nonbanked. This effort entailed: (1)
analyzing national survey dataon overlapping populations
to better identify our target population; (2) identifying key
issues raised by participants in the OCC Forum; (3)
conducting ethnographic work (in English and Spanish)
to identify the questions, common financial terms, and
answer options most relevant for the target population;
(4) conducting several pre-tests and a set of cognitive
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interviews, all with interviewer de-briefings, to test core
Survey questions; (5) conducting a nationwide pilot
survey to further test core Survey questions; and (6)
providing drafts of the Survey instrument to bankers,
community representatives, researchers, policy makers,
and survey experts for review [4].

One national survey data set we analyzed was the
Federal Reserve's Survey of Consumer Finances (SCF),
the source of the estimate of 13 million unbanked U.S.
households, which comprise a substantial subset of the
nonbanked. We used 1995 SCF data to develop arough
proxy measure of nonbanked status and socio-economic
characteristics of the nonbanked [5].

Based on thisrough proxy measure, about 90 percent
of the nonbanked are low- and moderate-income
households. The proportions of nonbanked individuals
were particularly high for Hispanics (55 percent) and
blacks (49 percent). Even controlling for income, wealth,
and other characteristics, the percent nonbanked was
relatively high for those two groups, suggesting that they
may face higher barriers. A relatively low proportion of
non-Hispanic whites were nonbanked (15 percent), but
non-Hispanic whites are so numerous (75 percent of all
U.S. househol ds) that their nonbanked portion comprises
about half of our target population. Together, these
considerationssupported our choiceof thesampling strata
discussed below [6]. Since Spanish is the primary
language for a large portion of Hispanics in the United
States, the Survey is being conducted in English and
Spanish, at the respondent’ s discretion [7].

TheOCC' snationwidepil ot survey wasadministered
to 927 randomly-selected adults in 1997 to test core
guestions of the Survey, as part of an ongoing national
omnibus survey conducted by University of Maryland's
Survey Research Center (SRC). SRC's survey
methodology entails random digit diaing (RDD)
telephone interviews in English. This methodology
limited pilot survey respondents to English-speaking
individuals with telephones, so we expected that the pilot
survey would obtain lower coverage of our target
population than surveys (such as the SCF) that are
administered in person and in English or Spanish. For
example, weexpected under-representation of low-income
individuals (lesslikely to have telephones) and Hispanic
households (less likely to speak English).

Indeed, while the estimated proportion of unbanked
households in the 1995 SCF was 12.9 percent, the
estimated proportion of unbanked individuals (an upper
bound of the percentage of unbanked households) in the
1997 OCC pilot survey was only 10.1 percent. Thus,
while the primary purpose of the pilot survey wasto test
core Survey questions, this outcome further supported the
OCC's aim of developing a survey design appropriate to
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thetarget population, onelikely to achieve good coverage
and high response rates.

[11. The Survey Design

The survey design wasdevel oped around several key
issues: the financial access policy issues studied, the
geographical areas surveyed, the target population, and
the survey mode.

Policy issues studied. The Survey is intended to
generate new dataon how nonbanked i ndividual sconduct
financial activities (i.e., receiving and making payments,
saving, making remittances, using credit cards, and
borrowing); the institutions they use (supermarkets, post
offices, check cashing outlets, depository institutions, and
bill-paying and wire transfer services); their attitudes
toward banks and other financial service providers; any
prior experience with banks; and costs they incur in
carrying out financial activities.

The Survey will also obtain this information for
individuals who are similarly situated (in terms of socio-
economic characteristics and geographic location) but
who primarily obtain services from banks or other
depository institutions (and whom we term “bank-
serviced”). Learning why these low-income households
have become and have remained bank customers may
reveal much about why their nonbanked counterpartshave
not. Patternsof terminationsand item refusalsin our pilot
survey showed that questions about dollar values of
assets and liabilities are particularly sensitive.
Accordingly, the Survey instrument containsno questions
on dollar asset values.

Geographical areas surveyed. The target
population for the Survey are low- and moderate-income
residents of Los Angeles County and New York City.
While a national probability sample would have been
desirable, cost and our limited knowledge of the
demographics of the nonbanked precluded usfromtaking
that approach. A very large initia screening sample
would have been required to reach a sufficient number of
nonbanked respondents, as we learned from the pilot
RDD survey. In addition, we lacked sufficient data to
identify and oversample primary sampling units (PSUs)
with large expected proportions of the nonbanked.

Limiting the geographical scope of the Survey has
several key advantages. It permits us to better interpret
the results in light of local effects, such as local
regulations or institutional practices. It permits us to
collect alarge enough sample size per urban area (1,000)
to generate statistically significant resultsin each. It also
resembles the geographic scope of market research
conducted by many banks, which may make it easier for
some of them to adapt the Survey to other urban aress.



We selected New York and Los Angeles as survey
sites based on information developed in the literature
review and obtained from OCC compliance examiners.
Thisshowed that New Y ork City and L os Angeles County
areamong thetop few areasinthe U.S. with large clusters
of innovative bank practices intended to reach the
traditionally nonbanked [8]. In those two areas the
Survey may provide useful baseline data, to which the
results of future surveys may be compared. This
comparison could reveal which bank efforts have been
most effective in reaching and servicing the nonbanked.

Target population group. The Survey focuses on
respondents’ financial activitiesand their attitudestoward
financial service providers. The unit of analysis is the
individual, and no responses are permitted by proxy.
Interviewersrandomly select one adult per dwelling unit.
This approach provides information on a wider range of
nonbanked individuals than would selection of only the
financially most knowledgeableindividual withintheunit,
by including those who are least well-connected to the
banking sector.

For each of the two urban areas, we developed a
multistage stratified design. The first stage sample is of
1990 Censustractsstratified by income (low or moderate)
and race and ethnicity (predominantly white,
predominantly black, and predominantly Hispanic), plus
an integrated low- and moderate-income stratum. Tracts
wereineligibleif alarge portion of the residents spoke a
primary language other than English or Spanish, or if
residents were predominantly full-time students [9]. A
total of 21 Censustractswere sampled per urban area(i.e.,
three tracts per stratum, except in Los Angeles, wherethe
only two eligible non-Hispanic white, low-income tracts
were selected with certainty and four moderate-income
Hispanic tracts were sampled).

Based on our anaysis of SCF data, we expect to
interview approximately 50 percent nonbanked and 50
percent bank-serviced individuals. Because of the
uncertainty, weinitialy released half the sample in each
urban area, mainly in low-income strata where we expect
to find high rates of the nonbanked. If our expectations
are met, we will release the second half of the sample so
as to achieve an equal allocation of sample per stratum.
Otherwise, wewill over-sample areas with higher interim
percentages of nonbanked in order to achieve the 50
percent target.

Survey mode. The second stage sample is of
dwelling unit addresses in the sampled Census tracts.
Sampled addresses are designated as in-person or
telephoneinterviews, based on whether or not the address
can be linked to a telephone. If atelephone link exists,
the addressis part of the telephone sample. If not (dueto
unlisted telephone numbers, gaps in the coverage of
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telephone lists, or dwelling units without a telephone), it
is part of the in-person sample[10]. About 50 percent of
the sample was drawn for each mode.

Other modal designs were considered and rejected.
A single-mode in-person survey would have been too
costly. A single-mode telephone survey would have had
inadequate coverage, especially of low-income
individuals, who are less likely to have telephones [11].
Thelow averagelevel of literacy in our target population
argued against a mail survey [12]. The dual-mode
(telephone/in-person) approach helpsusachieve coverage
and response rate goal s a reasonable cost.

A dua-mode approach helps us achieve our 75
percent response-rate target in other ways as well.
Respondents can be reached through alternative modes if
it will increase the likelihood of obtaining the interview
[13]. Some respondents call a toll-free number to be
interviewed. Respondentswho do not answer their listed
telephonesarevisited in person. All respondents may re-
schedule an interview to a more convenient time. By
adjusting the mode to the respondent, we expect to be
ableto achieve our responserate and coverage goalsmore
efficiently, and to reduce perceived respondent burden.

V. Sample Design

Sampling frame. We employed a single, area
sampling frame. We developed a comprehensive list of
addresses for Census tracts in which we are surveying.
We then carried out a telephone directory match on the
entire address frame for those tracts.

Consideration had been given to using adual frame,
with RDD used to select telephone interview cases. We
decided against this for several reasons. First, a single
frame approach enabled usto send an advance | etter from
the Comptroller of the Currency to every sample
household. Advance letters from federal government
SpoNsoring agencies can raise response rates [14]. This
suggests that an advance letter should be sent to every
sample household, to avoid biasing the sample. With a
dua frame approach, we could not send out advance
letters to all respondents, since we would not have
addresses linked to telephone numbers for a part of the
RDD sample. Thiscould result in alower response rate
for that part of the sample.

The area frame closely links sample households to
specific Censustracts, whilean RDD identifiestelephone
numbersthat can be only loosely linked to specific Census
tracts. RDD generates enough out-of-sample area
telephone numbers that RDD interviews would need to
start with a question about the respondent’ s location in
order to screen out the sizeable number of geographically-
ineligible individuals. That question could increase



respondents’ concerns about the confidentiality of their
answers. Since personal finance is a highly sensitive
topic, heightened concern over confidentiality could
impair response rates. In contrast, the area frame
generates sufficiently few out-of-sample interviews
(caused, for example, by reassignment of a telephone
number; by respondents moving outside the survey area
but keeping their telephone number; or errorsin directory
listings), that we need ask about respondent location only
at the end of atelephone interview, which does not affect
the response rate.

Finally, a single frame survey generates results that
are easier to analyze and interpret than those from a dual
frame survey. Thisis a clear advantage for the Survey,
through which the OCC aims to demonstrate a viable
method by which banks can collect and assessinformation
on the nonbanked.

Representative sample. We chose a multi-stage
stratified random sampledesign. A purposive selection of
several neighborhoods per city might have enabled usto
better interpret local area effects, but research on the
nonbanked is still too sparse to reliably guide purposive
selection of specific survey sites.  If we chose
neighborhoods based on inaccurate prior views, we might
obtain more precise but less useful results. A multi-stage
stratified design, in contrast, generates results that are
unbiased, if somewhat less precise.

We decided to accept thelossin precisionin favor of
obtaining unbiased results. Having unbiased results will
enhance our confidence in policy recommendations that
are based on the statistically significant findings.

We employed Census tracts as PSUs and selected
them with probabilities proportional to an estimate of the
size of the nonbanked population within each tract.
Samples of equal size were selected from the telephone
(i.e., listed) and non-telephone (i.e., unlisted telephone
and non-telephone) strata. To estimate the variances for
themultistagestratified design, wesel ected 1,000 samples
of Census tracts, estimated the variance for a sample
proportion conditional on the selected tracts for each
sample, and then accounted for the effect of clustering on
each sample using the relationship between variances of
asingle-stage cluster sample and asimple random sample
of the same size.

The variances from the multistage stratified design
depend in part on p, the intracluster correlation
coefficient, which measures the heterogeneity within a
cluster (e.g., a Census tract) relative to the heterogeneity
within the population asawhole. In most situations, p is
positive because clusters are relatively homogeneous
when compared to the population. Such cluster samples
are less efficient than simple random samples, and their
variance of estimates will be larger than variances of
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estimates from a simple random sample of the same size.
On the other hand, the more heterogeneous each cluster
the more similar isits variance to that developed from a
simple random sample.

To obtain some idea about probable values of p, we
used 1990 Censusdatafor therelevant tractsin New Y ork
City and Los Angeles County to construct an estimate for
the population. For the proportion of househol dsthat had
interest, dividend, and net rental income, in the
appropriate tracts and in each stratum, p was
approximately 0.02 [15].

With p = 0.02, random selection of tracts will
generate estimatesin Los Angeleswithin 5.5 percent, and
in New York within 4.5 percent, of true values with 95
percent confidence. (In addition, to account for random
selection of eligible adults within dwelling units,
estimated variances should be increased a further 20 to
30 percent for either apurposive or multi-stage stratified
random sample design.)

We consider the decrease in precision for these
estimates that is due to clustering an acceptable cost
associ ated with gaining representation of thelarger group
of tracts underlying the cluster sample.

V. Challengesin Developing the Sampling Frame

PSUs. Wechose Censustractsasour PSU, since the
coverage of telephone lists at the block level is highly
variable. Some blockshad many householdsbut no listed
telephone numbers. (We do not know if thisis a greater
problem in low-income areas.)

Base lists. Most area probability samples require
development of an up-to-datelist of residential addresses.
This usually requires having an enumeration team count
and list dwelling unitsin each survey site. The efficiency
of this processis greatly improved if the team starts with
a comprehensive base list that excludes geographically
ineligible units.

One commonly-used type of base list are the
consumer databases compiled by firmssuchasMetroMail
and Donnelly/ First Source. These lists contain data on
the great majority of U.S. households [16]. However,
non-telephone and unlisted telephone households are not
included in these base lists before augmentation. Inlarge
urban areas, the coverage of theselistsisunder 50 percent
in many Census tracts, even after augmentation. If we
used liststhat had such poor coveragein our survey sites,
enumerators would have had much morework to develop
up-to-date residential addresses.

For our purposes, abetter source wasthe U.S. Postal
Service Computerized Delivery Sequence (CDS) file,
which contains every physical mailing address that
receivesmail delivery. Extractsfromthe CDSfilecan be



obtained from a variety of direct mail vendors. Thislist
distinguishes business and residential units and includes
Zip+4, which can be used to closely match the addresses
to Census tracts. We developed a base list of addresses,
mapped the areas using GIS software, and produced an
enumeration manual with street maps, address lists, and
instructions. Enumerators updated the base list by
walking each street within each PSU of our sample.

Telephone-address links. Anocther challenge came
in matching telephone numbersto dwelling unit addresses
in multi-unit buildings. Residents of multi-unit buildings
do not usually report their unit number to the telephone
company for the listing. Thus, while we could match a
telephone number to a building, we could not match it to
aspecificdwellingunit. However, weneeded thedwelling
unit number to draw the sample and send each respondent
an advance letter. To solve this problem, we gave
enumerators lists of multi-unit building addresses and
namesof individual swithtelephones. They verified exact
dwelling unit addresses from tenant listingsor through the
building manager.

VI. Conclusions

We encountered a number of challenges in
developing a survey design that would be consistent with
the topic and target population of the OCC Survey of
Financia Activities and Attitudes. Our solutions should
improve response rates, coverage, and reliability of the
data. These solutions may also facilitate subsequent
market research effortsundertaken by banks and othersto
improve financial access for traditionally nonbanked
individuals.
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