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Use of Financial Service: Evidence from South Africa 

 
This study investigates the effect of financial perception and behaviour on; (a) general 
accounts and services, (b) investment/savings and (c) insurance/assurance Using FinScope 
dataset from South Africa over the period 2003 to 2009,ordered probit, generalized ordered 
probit and pseudo panel micro-econometric techniques have been employed. Results based 
on all three estimations support the hypothesis that financial perception has a greater effect 
on the decision to access and use general accounts and services. The cross section and 
pooled models confirm the hypothesis that the effect of financial behaviour is greater than 
financial perception when making decisions on the take-up and use of investment financial 
services. It is also observed that the degree of responsiveness of financial perception on 
access to, and use of financial services decreases as the depth of usage deepens from basic 
to advance levels of financial products. In a policy context, targeting demand-side factors to 
increase access to and use of financial services should be financial type and level specific. 
Furthermore, the approach should be based on an understanding of the experiences of 
borrowers. 
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Introduction 

The discourse on financial inclusion seems to have reached a tipping point in terms of the extent 

to which provision of more, and differentiated financial products can be used to stimulate access 

to and use of financial services. The supply-side issues have focused on four different aspects of 

accessibility that is making financial services both available and affordable and designing 

products in a reliable and flexible manner (Claessens, 2006). In recent times, the debate on the 

supply-side factors required to engender financial inclusion has paid particular attention to 

regulation with the aim of protecting consumers and ensuring that emerging financial markets 

typically, microfinance institutions (MFIs) integrate well into the traditional financial system. In 

spite of the on-going conscious effort to improve access to finance, financial exclusion still 

remains high in developing economies. In sub-Saharan Africa (SSA), recent data from the World 

Bank shows that in 2010, there was 35% gap between loans acquired from family and friends 

(40%) and loans accessed from formal financial institutions (5%). With the increase in the 

number of MFIs in SSA, one would have expected a negligible percentage on the acquisition of 

loans from family and friends. Even in SSA countries where financial inclusion is relatively 

high, for instance, South Africa, there are emerging concerns on the occasional dips in access 

and use of financial services. FinMark Trust (2009), based on the 2009 FinScope survey reports 

that between 2008 and 2009, there were a 3% fall in the proportion of South Africans that used a 

bank service. Making financial services accessible and ensuring an enabling environment 

through a better-quality regulation is therefore, not a sufficient condition to enhance financial 

performance. Though the supply-side factors are necessary, financial service consumers have 

been adamant in responding to effective improvement in the supply of financial services. 

 

It is therefore not surprising to observe an increasing trend of financial inclusion studies that 

focus on the demand-side factors (Bauer et al. 2012 and Kostov et al. 2012).  Among the issues 

that have been explored in this strand of the literature is how self-discipline based on present bias 

theory (trade-off between current and future preference) and financial perceptions, behaviour and 

attitudes contribute to financial access and inclusion. Along the lines of these studies this paper 

explores the relationship between perceptions and behaviour and access to and use of different 

types and levels of financial services. However, a point of departure between this study and the 
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few existing studies is the reliance on a comprehensive measure of financial access and usage. 

The specific objectives are to; (1) Examine the effect of the financial perception that an individual 

can live without a bank account on access to and use of; (a) General accounts and services; (b) 

Insurance and assurance financial products; and (c) investment financial services; (2) Investigate 

the relationship between an individual‟s financial behaviour of trading-off the acquisition of basic 

things for savings and access to and use of; (a) General accounts and services; (b) Insurance and 

assurance financial products; and (c) investment financial services and (3) estimate and compare 

the responsiveness of the four outcomes (non-access, basic, intermediate and advance) of each of 

the financial services, given a change in financial perception and also a change in financial 

behaviour .  

 

Based on the objectives above, we test the following hypotheses; (1) Compared to financial 

behaviour, financial perception has a greater effect on access and use of general accounts and 

services; and (2) In contrast to the above, financial behaviour has a greater effect that financial 

perception in the case of access to and use of investment and savings products. The premise of the 

two hypotheses is that across the types of financial services, perceptions are more likely to have an 

affect on entry-level financial services (general accounts and services) while financial behaviour is 

relatively more important for higher-level financial service that is investment/savings and 

insurance/assurance financial services. 

The theoretical perspective underlying the reason why a potential borrower will find it less 

prudent to apply for a loan or engage the services of a financial institution is partly explained by 

the concept of „Discouraged Borrower‟. Kon and Storey (2003) conceptualize the concept of 

Discouraged Borrower based on the psychological component of application cost. In this view, 

Kon and Storey,(2003) indicate that a good borrower – Discouraged borrower – may not apply 

for a loan to a bank because of a possible rejection. This means that what the borrower thinks – 

perception - about the likely outcome of an application is imperative for achieving the targets of 

financial inclusion. Indeed, Levenson and Willard (2000) say that the implications of 

„discouragement‟ to access to finance is more important than credit rationing as hypothesized by 

Stiglitz and Weiss (1981). 
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Although the literature on the demand-side is still in its early stages and not well articulated 

compared to the supply-side issues, factors repeatedly cited to include; (1) borrowers‟ lack of 

knowledge/information about their own capabilities and inadequacies, for instance, lack of 

business and technical skills, (2) negative perceptions, attitudes and behaviour which are largely 

premised on personal (known) adverse experience with a financial institution and (3) traditional 

idiosyncratic and covariate risk of poor people. The temptation to associate some of these issues 

to existing theoretical knowledge impedes our ability to adequately deal with demand-side 

constraints. For instance, aligning borrowers‟ lack of knowledge about own skill inadequacies to 

information asymmetry runs the risk of misfit. This is because the theoretical proposals for 

dealing with problems arising from information asymmetry (moral hazard and adverse selection) 

run parallel to a potential solution of business training required to boost skills of borrowers. 

The financial landscape in South Africa has changed significantly in the last decade and half. The 

changes have mainly been identified with regulation and supervision, innovation and outreach and 

horizontal and vertical synergies (partnership, joint venture and so on) across banks, microfinance 

institutions (MFIs) and other financial outlets. In terms of financial inclusion, a recent and 

impacting intervention was the introduction of a bank entry account known as Mzansi. The Mzansi 

intervention was initiated in 2004 by the four main private banks in South African namely; ABSA, 

Nedbank, Standard and First National). Leading to the Mzansi interventions were a number of 

policy and regulatory directives, including the Financial Services Charter (FSC), the National 

Credit Act (NCA), Financial Advisory and Intermediaries Services Act (2002), and the Financial 

Services Ombuds Schemes Act (2004).  

South Africa„s system of financial regulation is based on a single regulator regime with an incline 

to adopt the “twin peak” financial regulation system to account on the difference in skill sets 

required for prudential and market conduct regulation. In the context of formal financial 

institutions, there is also a concerted effort towards a desire to move to the adoption of Basel III in 

the banking sector. Quite lately, further regulatory interventions include the promulgation of the 

Consumer Protection (Act No. 68 of 2008) which came into effect on 1 April 2011 and 

modifications to the existing Broad-based Black Economic Empowerment (BBBEE) Act. The 

thrust of the former is to promote fair, accessible and sustainable marketplace for consumer 

products and services. Premised on the South African‟s political antecedent and racial divide, an 
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aspect of the amendment of the BBBEE Act of 2003, stipulates that blacks‟ access to financial and 

non-financial services be effectively improved. However, it is worth mentioning that many and 

conflicting policies and regulations could impede innovations in the sector and constrain attempts 

to deepen and increase financial access and inclusion.  

 

The rest of the paper is organized as follows; section 2 provides a discussion on the methods used 

in this study. The last two sections present discussion on the results and conclusion. In the last 

section, some policy recommendations are provided. 

Methods of Study 

This section discusses the source and scope of data used but more importantly explains the 

procedure for generating the variables, both dependent and explanatory variables. This is 

followed by a brief description on the econometric technique used, maximum likelihood 

estimation. 

Data 

The current study relies on a repeated cross section data from South Africa, over the period 2003 to 

2009. The FinScope survey implemented by FinMark Trust, South Africa was designed to provide 

an understanding of consumer perceptions and financial behaviour given their resources and living 

characteristics and patterns. Specifically, „the overall objective of the FinScope project was to 

measure effective access to and use of financial services, along with how people manage their 

money and what drives financial behaviour‟ (FinScope, 2003; pp. 2). The data is nationally 

representative and samples individual aged 16 years and above from all the nine provinces in 

South Africa. Except for the first two rounds of the survey (2003 and 2004) where the sample size 

for the respective surveys were 2984 and 2988 respectively, 3900 individuals have been 

interviewed in each round since 2005. 

Across the rounds of the survey, the instrument has been largely consistent in terms of scope of 

issues. The scope of issues in the FinScope survey has been grouped under the following ten 

headings; (1) Household register; (2) Financial literacy; (3) Overall financial perception; (4) 

Banking Penetration (transaction channels, Mzansi and credit and loans); (5) Insurance products 

and services (Funeral cover and retirement/pension); (6) Investment/Savings; (7) Lifestyles; (8) 
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Access to amenities and use of information, communication and technology; (9) Sources of 

money; and (10) Personal and household‟s socio-economic and demographic characteristics. The 

consistent coverage of issues over time permits the tracking of financial behaviour albeit the 

different samples. It is worth mentioning that some slight variation exists based on reclassification 

and depth of issues being explored.  

The fourth, fifth and sixth sections of the FinScope instrument, have been used to measure the 

extent and nature of financial products and services take-up, and this has been termed as financial 

penetration (FinScope, 2003). The measure of financial penetration is categorised under three 

broad headings namely; general accounts and services, investment and savings and insurance and 

assurance financial products. Access to and use of any of these three types of financial services is 

grouped into eight tiers. The allocation of tiers was based on analysis that examined how product 

usage patterns correlated within each component using the Burt matrix/correspondence analysis 

(FinScope, 2003). Finally, a scree analysis based on the product continuum generated is used to 

allocate persons into tiers, which indicate the depth of use of use for a particular type of financial 

service. 

The first and second columns of the appendices one, two and three show the respective financial 

products for each of the three components of financial penetration (general accounts and services, 

insurance/assurance and investment products) and their scores. This study for the sake of the 

analysis, re-groups the eight classifications into four (ranging from 0 to 3) based on the order of the 

original groupings. The four categories were respectively labelled as none, basic intermediate and 

advance access to and use of financial products. The following describes the mapping procedure 

used. In the case of general accounts and services, the following explains mapping of the scores 

between the original FinScope data and this study: (1  0);  (2, 3 and 4 1); (5 and 6 2); and (7 

and 8  3). The mapping used for insurance and assurance products is follows: (1  0); (2, 3, 4 

and 5 1); (6 and 7  2); and (8  3). Lastly, in the case of investment products the following 

mapping approach was used: (1  0); (2 and 3  1); (4, 5 and 6  2); and (7 and 8  3). The 

criteria for mapping as mentioned earlier primarily based on the original scoring by FinScope but 

they are tweaked a bit depending distribution of scores and the correlation coefficient between the 
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financial penetration score
1
 in the original FinScope data and our study. The minimum correlation 

coefficient recorded across the three measures for each of the rounds of survey was 0.84. This 

indicates that our reclassification is similar to that of the original survey. 

The variables on financial perception and behaviour were ascertained directly from the instrument 

based on following questions: (1) You can easily live your life without having a bank account and 

(2) You go without basic things in order to save (TNS Research Survey, 2009). The expectation is 

that individuals with the perception that they can easily live without having a bank account are less 

likely to access any of the financial services more especially, general accounts and services. In 

terms of behaviour, individuals who save at the expense of basic more likely to access all the 

financial services especially investment and savings and insurance and assurance products. For the 

sake of easy interpretation and uniform sign for the coefficients of both variables, the study 

captures a dummy variable with a response equal to one if the individual disagrees with the notion 

that one can easily live life without having a bank account - positive financial perception - and 

equal to one also, if the respondent saves at the expense of basic things – positive financial 

behaviour -. This implies that a positive coefficient is expected in each of the case 

The study controls for other variables in the model, two of these variables are; access to financial 

services captured by distance to formal financial and reasons for not banking; and life 

circumstances, major events, happiness and connectedness. Both variables are captured on a scale 

ranging from one to eight and have been explained in detail in FinScope (2003). Given that it is a 

summary measure, interpretation of coefficients requires caution. Other explanatory variables are; 

education, income, age, marital status, race and household size. To account for other community 

level's effects that might affect access and use of any of the types of financial services, we 

controlled for province effects. 

Econometric Estimation 

The econometric techniques used for this study are the ordered and generalised ordered probit 

models. To verify the robustness of our estimates, we pool the data across the rounds and also 

generate a pseudo panel to address heterogeneity bias. Though the panel is synthetic because the 

same individuals are not re-interviewed over the rounds, this technique allows us to address the 

                                                 
1
 The financial penetration score in the FinScope data is a simple average of the highest score of an individual for 

each of the three types of financial services (FinScope, 2003). 
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self-constructed cohort effects that are either strictly exogenous or partially endogenous to our 

model specification. The next two sub-sections elaborate further on the econometric estimations. 

The choice of ordered probit over „ordinary‟ probit and multinomial models is because the 

dependent variable ranked from 0 to 3. As indicated, the different levels indicate the extent of 

financial service take-up. In addition to the ordered probit model, we estimate a generalized 

ordered probit model. This is because of the strict parallel lines or proportional odds assumption
2
 

that premise the estimation of ordered probit models. The generalized ordered probit model is used 

to overcome this overly restrictive assumption by estimating a partial proportional odds model in 

which case some coefficients can be the same for all values of the outcome of the dependent 

variable, while other vary (Williams, 2006). Also, since the generalized ordered probit model 

yields more coefficients similar to the case of estimating a series of binary outcomes, but 

conditioned on the partial proportional odds assumptions it provides a platform to examine 

patterns that are obscure with ordered probit estimation. Lastly, this study uses a revised version of 

the generalized ordered probit estimation (gologit2 in stata) which provides an opportunity to 

conduct several post-estimation tests and flexibility of choosing a significance level that will 

inform the decision on which variables to constrain or otherwise (Williams, 2006). 

In this study, the variables that needed to be constrained to meet the parallel lines assumptions 

were identified following a post-estimation test
3
 conducted after the ordered probit estimation. 

For the sake of consistency across the rounds of the survey, the same set of variables was used for 

a given type of financial service. The following is the list of variables constrained for each of the 

three types of financial services: (1) In the case of general accounts and services the variables 

were; physical access to formal financial institutions, financial perception, financial behaviour, 

income and province effects; (2) For investment/savings products; optimism, race, financial 

behaviour, financial perception and province effect were constrained; (3) With 

Insurance/Assurance products, financial behaviour, financial perception; physical access to formal 

financial institutions, optimism, income and race were made to meet the parallel lines assumption. 

                                                 
2
 This means that the coefficients should be the same across all the estimations for each outcome of the dependent 

variable. 
3
 We use the brant routine in Stata to test for variables that violate the parallel line assumption. Significant variable 

means that the parallel regression assumption has been violated. 
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To validate our econometric estimates beyond the usual post-estimation tests, as has been done 

with both the ordered probit and generalized ordered probit models, we attempt to minimize any 

possible bias associated with unobserved unit –specific characteristics. In this study, the unit is the 

person, however since the same persons were not re-interviewed across the different rounds of the 

FinScope data, we are unable to use a real panel to capture person-specific effects. In view of this, 

we generate a pseudo-panel, which is based on age-categories and province in each round of the 

survey. The motivation to correct for unobserved heterogeneity is that even in the case of linear 

models, given the nature of correlation (positive or negative) between unit specific unobserved 

effect and any of the explanatory variables in a model and the dependent variable, estimated 

coefficients may be biased downwards or upwards. Holm et al. (2008) say that the biased in 

non-linear models is more daunting as the estimated coefficients will still be bias even in the case 

where the unobserved unit specific effect is not correlated with the explanatory variables. 

Deaton (1986) makes a case for generating a pseudo panel
4
 when more than one cross- section 

data has a common variable, for example, age, education and location. The use of such variables 

is premised on the assumption that the classifications rarely change over time, and they are 

exogenously determined outside the model. In this study, we generate a pseudo using age and 

province for each round of the survey. This implies that our sample reduces to 630 (10 

age-categories * 9 provinces * 7 rounds of the survey
5
).  

Results and Discussion 

The descriptive statistics in Appendices 1, 2 and 3, show that the proportion of South Africans 

who did not have access to any   of the products of general accounts and services decreased by 

almost a fifth over the period 2003 and 2009. The analysis for investment and savings and 

products are limited to the period 2003 to 2007 as the reclassification of the products in 2008 and 

later years are not consistent with the earlier years. The trend of the proportion of adults aged 16 

and above who did not have any investment and savings financial products increased 

consistently from 2003 to 2006 until a sharp drop in 2007. This observed trend is worth 

investigating in terms factors that accounted for the drop of about 63% between the period 2006 

                                                 
4
 For further detailed discussion on the use and suitability of pseudo panel see Verbeek (1992) and Verbeek and  

Nijman (1996) 
5
 The investment models run from 2003 to 2007 hence the sample for the pseudo panel is 450. 
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and 2007. Large variations are also observed for the proportion of adults aged 16 and above who 

had access to and used basic investment and savings products. As a recall some of the basic 

investment and savings products include: lending to others and benefiting from their 

profit/interest and being a member of either Stokvel/ savings club or Burial society. The trend 

shows that access to use of these basic investments, and savings financial products was fairly 

constant over the period 2003 and 2006 but increased by about 67% over the period 2006 and 

2007. In terms of insurance and assurance financial products the proportion of adults aged 16 and 

above who were not using as well as those who had access and were using remained relatively 

constant over the period 2003 and 2009. The variation in trends of penetration across the three 

types of financial services stimulates the econometric analysis that seeks to provide answers on 

the reasons for the changes. 

Appendix 4, presents the trend of our main explanatory variables that is, financial perception and 

financial behaviour. Comparing columns 2 and 3, the proportion of respondents with the 

perception that having a bank account is relevant was greater than the proportion of respondents 

that traded-off basic things in order to save. The T-Test for the difference in proportions 

highlights the statistical significance of the difference between financial perception and financial 

behaviour. Although the proportions for both financial perceptions and financial behaviour was 

fairly constant over time, a notable observation is that between 2006 and 2007, the proportion of 

respondents with the perception that having a bank account is important leap frogged by 0.06%. 

This difference compared to changes for the other pairs of successive years was huge. 

As a recall, we test the following hypotheses; (1) Compared to financial behaviour, financial 

perception has a greater effect on access to and use of general accounts and services; and (2) In 

contrast to the above, financial behaviour has a greater effect that financial perception in the case 

of access to and use of investment and savings products..  

Tables 1 to 3 below present the ordered regression results for each of the three types of financial 

penetration components namely; general accounts and services, investment/savings and 

insurance/assurance financial products. For each of the three types of financials services, Tables 

1 to 3, offer an overview of the trend of coefficients and statistical significance of our 

explanatory variables especially, the finance perception and behaviour variables. Table 1 shows 

that financial perception significantly influences the decision to access and use general accounts 
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and services. This observation is consistent across the all eight estimations (2003 – 2009 and the 

pooled analysis). This literally means that the perception that one can live without a bank 

account reduces the likelihood of accessing and using any form of general accounts and services 

product. Similar results are observed in the case of financial behaviour with the exception for 

that the coefficient for the first round (2003) is not significant. Thus our initial observation is that 

both financial perception and behaviour are likely to influence the decision to access and use 

general account and services.  

Insert Table 1 Here 

In the context of the study‟s first hypothesis, a critical observation of the coefficients shows that 

for each round of the analysis, the coefficient of financial perception is greater than that of 

financial behaviour. This means that perception influences the decision to access and use general 

accounts and services more than behaviour.  

Table 2 presents the results for the second component of financial penetration – investment and 

savings products –and the results support the hypothesis that the decision to investment or save is 

affected relatively more by financial behaviour than financial perception. Comparing the 

statistical significance of the two main explanatory variables across the six different estimations, 

it is observed that the effect of financial perception on investment and saving decisions is not 

always significant compared to the effect of financial behaviour. More importantly, in instances 

where the coefficient is positive as expected for both financial perception and behaviour, the 

coefficient of the latter is greater than the former. Hence financial perception is less important for 

higher levels of financial transactions. 

Insert Table 2 Here 

The results for access to and use of insurance/assurance financial products are presented in Table 

3. Similar to the results obtained in the case of access to and use of general accounts and 

services, we observe that financial perception with the exception of the third round (2005) is 

positive and statistically significant. Compared to financial behaviour, only four of the eight 

estimations show the expected sign and statistical significance. In three of these cases, the 

coefficient of financial perception is greater than that of financial behaviour. This suggests the 

decision to take-up an insurance/assurance product is largely influenced by financial perception.  
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Insert Table 3 Here 

Across the three types of financial services, almost all the explanatory variables showed the 

expected sign and were statistically significant. Notable of the explanatory variables are: 

physical access to formal financial services and reasons for not having access; education, 

income, race and marital status. The observed positive coefficient of physical access confirms 

the need to make financial services available to users. That is living close to a financial 

institution increases the probability of access any of the three types of financial services. It is 

worth mentioning that the coefficient is significantly higher in the case of access to general 

accounts and services and insurance and assurance than investment and savings products. More 

importantly, in the third and fourth rounds (2005 and 2006) the coefficients of physical access of 

formal financial services are not statistically significant. Although, the comparison has some 

caveats given that the models are different the huge differences incite concern for future analysis. 

The expected positive effect of university education compared to no or primary schooling on 

access to and use of financial services is confirmed. The results of a positive and statistical 

significant coefficient are observed across all the rounds for each component of financial service 

but 2006 in the case of investment and savings products. Similar to education, higher income 

compared no income consistently show a positive and statistical significant coefficient on access 

to and use of financial services. 

In terms of users‟ optimism, despite the complexity in measurement, there are some evidence to 

support the conjecture that people's circumstances (access to basic amenities, health and work 

and social environment); perceived level of needs of satisfaction and overall happiness positively 

affects the decision to access and use a financial service. 

The third objective - estimate and compare the elasticities of the four outcomes (non-access, basic, 

intermediate and advance) of each of the financial services, given a change in financial perception 

and also a change in financial behaviour – is addressed based on the estimation of a generalized 

ordered probit model, and the results are presented Tables 4 – 6. To arrive at the degree of 

responsiveness of the four different outcomes of our dependent variables, the marginal effects of 

the estimated coefficients are presented. For the sake of brevity, we present the results of our two 
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main explanatory variables that is financial perception – notion that one can live without a bank 

account – and financial behaviour – trade-off basic things in order to save.  

Interpretation of Tables 4 – 6 underscores the differences in the degree of responsiveness across 

the levels of each financial service (rows A, B, C and D) but this is done in comparison with the 

trends (columns 1 – 8). Table 4 presents the case of general accounts and services.  

Insert Table 4 Here 

Row A, column 1 of Table 4 shows that about one out of every ten people with the perception that 

bank account is relevant is less likely not to have any form of general accounts and services 

product. The tide changes with the effect of financial perception on having a basic account 

(Mzansi, ATM, Savings Book, Post Office Account, Savings and Transaction Account Loan of a 

Friend, Employer or Microcredit Institution), intermediate account (Debit Card, Current or cheque 

account, Credit Card, Fixed Deposit, Mortgage, Money for house either from Government or 

Employer and Personal Loan) or advance account (Money Market, Vehicle Finance or Overdraft). 

That is, from Table 4, row B, we observe that comparing individual‟s perception on the relevance 

of having a bank account, a positive perception is associated with a 7.3% increase in the likelihood 

of having a basic general accounts and services. However, a notable observation is that the degree 

of responsiveness of financial perception on the importance of having a bank account on access to 

and use of general accounts decreases as we move from basic accounts to advance accounts.  

Examining the above observation over time, there is a turnaround of the effect of financial 

perception on basic account and intermediate account for the period 2007 to 2009. In fact, t in 

2008, while row B shows that the perception on the relevance of a bank account is associated with 

a 4.1% lower chance of accessing and using basic general accounts and services however, in row 

C, for the same year (2008) a higher probability of 11% is identified with the effect of financial 

perception on intermediate account. This indicates that the role of perceptions is not only basic 

level accounts, but also for higher levels of general accounts and services. This pattern is also 

observed for the 2009 survey. Matching the period of the turn-around of the degree of 

responsiveness of access to and use of basic and intermediate accounts to changes in financial 

perception with the 0.06% change between 2006 and 2007 for the proportion of respondents with 

the view that having a bank account is relevant (Appendix 4), one can surmise that the turn-around 
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is possibly associated with the change. Although the current study, does not allow for attribution, 

such associations provide a platform for a more careful investigation between the changes in 

financial perception and access to and use of different financial services. 

Table 5, compares the effect of financial perception and financial behaviour across the different 

levels of investment and savings financial products. The marginal effects confirm the second 

hypothesis that the effect of financial behaviour of the decision to access and use investment 

savings and product is more significant and greater than financial perceptions. Across all the years, 

we observe that the effect of financial behaviour decreases with greater depth on access to and use 

of investment and savings financial products. That is the degree of responsiveness of access to and 

use of advance investment and savings products (Timeshares, Holiday home/investment in a 

second home, Investment in vacant land, farm land, own business, someone else‟s business, shares 

on the stock market and off-shore investment) to change in behaviour of trading-off basic things in 

order to save is much lower than that the degree of responsiveness to access to and use of basic 

investment and savings products (lending to other and benefitting from their profit and being a 

member of Stokvel/savings club or burial society). 

Insert Table 5 Here 

In the case of the responsiveness of access to use of insurance/assurance financial products, the 

effect of financial perception on each of the four outcomes namely: none; basic (Funeral Policy 

with a big institution, Provident or Pension Fund and Educational Policy); intermediate (Life 

Assurance Policy, Retirement Annuity, Endowment/Investment Policy, Homeowner‟s insurance, 

Medical Aid, Insurance taken out to maintain credit payments and Car Insurance); and advance 

(Hospital Plan and Medical or Household content Insurance) is more significant and greater than 

the effect of financial behaviour (Table 6, below). Over time, two broad patterns of the effect of 

both financial perception and financial behaviour are observed. The period before 2008 indicates 

that the effect of both financial perception and financial behaviour decreases with greater depth 

(moving from basic to advance insurance/assurance financial products) of accessing and using 

insurance/assurance products. However, for the period 2008 and 2009, there is an indication that 

the responsiveness of intermediate insurance/assurance products for a given change in both 

financial perception and financial behaviour is greater than the effect on basic insurance/assurance 
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products. The effect of advanced insurance/assurance financial products remains relatively low 

and this finding is consistent across all rounds of the survey.  

The degree of responsiveness for either financial perception or financial behaviour for each level 

over time fails to reveal any discernible pattern. The coefficients largely fluctuate over time. 

Insert Table 6 Here 

The results to verify the reliability of our estimates via a pseudo panel analysis are presented in 

Table 7. In interpreting pseudo panel results, we will highlight the post-estimation tests at the 

bottom of Table 7 to inform the choice of a regression result. The F-statistics for the cohort effects 

(null hypothesis is that there is no variation across the panel generated) is significant for the 

general accounts and services and insurance/assurance models but not the investment/savings 

model. This means that the unobserved cohort specific effects are worth correcting in the case of 

general accounts and services and insurance/assurance models. Based on this, we will concentrate 

on columns 1 and 2 for the general accounts and services and columns 3 and 4 for 

insurance/assurance. In each of these two cases the Hausman Test suggests that the fixed effect 

models are preferred to the random effect models, hence our focus will be columns 1 and 5 for 

general accounts and services and insurance/assurance respectively.  

In column 1 of Table 7 fairly consistent results are observed in comparison with the individual 

cross sections and the pooled results earlier presented in the text. The two main explanatory 

variables show that financial perception and financial behaviour significantly affect the decision to 

access and use a financial service. In column 5, we find a non-significant relationship between 

financial behaviour and access to and use of insurance/assurance financial products. That is, after 

correcting for unobserved effect financial behaviour fails to explain access to and use of 

insurance/assurance financial products. We find a positive relationship between financial 

perception and access to and use of insurance/assurance financial products, but worth commenting 

is that the level of significance is only 10%.  

This finding corroborates the robustness of the effect of financial perception and behaviour on 

access to and use of general accounts and services. Furthermore, the effect of financial perception 

on insurance/assurance is confirmed. In the case of the investment/savings model, we have to rely 

on the cross section and pooled results to say that there is a relationship between financial 
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perception and behaviour on access to and use of investment/savings financial products. Further 

estimations using alternative methods for checking unobserved heterogeneity such as finite 

mixture binary logit model will be carried out in the future. Finally, based on the non-significance 

of the effect of financial behaviour on access to and use of insurance/assurance products, we 

caution advocacy on the issue of association between the two variables. 

Insert Table 7 Here 

Conclusion 

The study has explored the effect of financial perceptions and behaviour on access to and use of 

different types and levels of financial services in South Africa. On a pessimistic note that the 

gains of increasing the supply of financial services have far been outstripped, this study is 

motivated to examine the demand-side factors that are likely to affect the decision to access and 

use different types financial services and levels of financial products. The main objectives of the 

study were to: (1) Examine the effect of the financial perception that an individual can live without 

a bank account on access to and use of; (a) General accounts and services; (b) Insurance and 

assurance financial products; and (c) investment financial services; (2) Investigate the relationship 

between an individual‟s financial behaviour of trading-off the acquisition of basic things for 

savings and access to and use of; (a) General accounts and services; (b) Insurance and assurance 

financial products; and (c) investment financial services and (3) Estimate and compare the 

responsiveness of the four outcomes (non-access, basic, intermediate and advance) of each of the 

financial services, given a change in financial perception and also a change in financial behaviour. 

Our main finding is that there is a robust relationship between financial perception and behaviour 

on access to and use of general accounts and services and between financial perception and 

access to and use of insurance/assurance products. Results based on all three estimations support 

the hypothesis that financial perception affects the decision to access and use general accounts and 

services. The cross section and pooled non-linear models also confirm the hypothesis that the 

effect of financial behaviour is greater than financial perception in making decisions related to the 

take-up and use of investment/savings financial services. In addition to these two hypotheses, the 

study also estimated and compared the degree of responsiveness of different levels of financial 

products. That is, with each component of financial service, access to and uses of financial 

products were categorized into four outcomes namely; non-use, basic, intermediate and advanced 
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depending on the extent of usage. The broad finding was that the degree of responsiveness of 

financial perception on access and use of financial services decreased as the depth of usage 

deepened from basic to advance levels of financial products. However, since 2008, the effect of 

financial perception on intermediate accounts for general accounts and services and 

insurance/assurance financial products have been greater than the effect on basic accounts. 

In a policy context, we recommend demystification of negative perceptions that inhibit the use of 

financial services especially, general accounts and services. Also imperative to the course of 

stimulating demand for financial service is the need to design financial curative advocacy 

strategies to deal with formed behaviours that constrain the use of financially services notably, 

investment products. That is, synonymous to health curative measures, financial curative measures 

should go through a diagnostic stage with the aim of providing a dossier on (1) borrowers personal 

and known experiences (2) borrowers‟ cost associated with financial exclusion and (3) benefits of 

financial inclusion to the borrower. This dossier then can be used as an advocacy tool to change 

financial behaviour to engender financial inclusion. Finally, the observed limits of financial 

perception and behaviour in influencing higher-level (advance) financial services to imply that 

incentive mechanisms from the supply-side are imperative as a complementary strategy for 

improving financial access and inclusion. 

 

 

 

 

 

 

References 

Bauer M., Chytilova J. and Morduch J. (2012) “Behavioral Foundations of Microcredit: 

Experimental and Survey Evidence from Rural India” American Economic Review 102(2): 

1118-1139 



18 

Claessens, S. (2006) “Access to financial services: A review of the issues and public policy 

objectives” World Bank Research Observer 21(2): 207–240 

 

Deaton A. (1986) „Panel Data from a Time Series of Cross Sections‟, Journal of Econometrics, 

30, pp. 109-126 

FinMark Trust (2009) „Survey Highlights including FSM Model FinScope South Africa 2009‟ 

Johannesburg, South Africa 

FinScope (2003) „Understanding the (Prototype) Financial Summary Measure (FSM)‟ Research 

Surveys (Pty) Ltd, http://www.finscope.co.za/documents/2003/FSM_Writeup.pdf, Accessed on 

10
th

 February 2010 

Holm A., JægerM. M. and PedersenM. (2008) „Unobserved Heterogeneity in the Binary Logit 

Model with Cross-Sectional Data and ShortPanels: A Finite Mixture Approach‟ Centre for 

Applied Microeconometrics Working paper no. 2009-04, University of Copenhagan, 

http://www.econ.ku.dk/cam/wp0910/2009-04.pdf/ Accessed 28/11/11 

Kon Y. and Storey D.J. (2003) „A Theory of Discouraged Borrower‟ Small Business Economics 

21: 37 - 49 

Kostov P. , Arun T. and Annim S. K. (2012) „Determinants of Access to Finance: An 

Investigation into the Mzansi Intervention‟ European Journal of Development Research24, 397–

412. doi:10.1057/ejdr.2011.59 

Levenson A. R. and Willard K.L. (2000) „Do Firms Get Financing They Want? Measuring 

Credit Rationing Experienced by Small Business in the US‟ Small Business Economics 14(2), 83 

– 94 

Stiglitz J. and Weiss A. (1981) „Credit rationing in Markets with Imperfect Information‟ 

American Economic Review 71(3), 393 – 410 

TNS Research Survey (2009) „Project FinScope SA 2009 Questionnaire Job No: SHU 4120‟ 

South Africa 

http://www.finscope.co.za/documents/2003/FSM_Writeup.pdf
http://www.econ.ku.dk/cam/wp0910/2009-04.pdf/


19 

Verbeek, M. (1996) Pseudo Panel Data in Matyas, L. &Sevestre, P. (Eds.), The Econometrics of 

Panel data: A Handbook of the Theory with Applications, Second Edition, in Advanced Studies 

in Theoretical and Applied Econometrics, 33: 280-92 (Boston and London, KluwerAcademic) 

Verbeek, M. &Nijman T. E. (1992) „Can Cohort Data Be Treated As Genuine Panel Data?‟ 

Empirical Economics 17:9-23 

Williams R. (2006) „Generalized Ordered Logit/ Partial proportional Odds Models for Ordinal 

Dependent Variables‟ The Stata Journal 6(1): 58 – 82 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



20 

 
 

 

 

 

 



21 

 

 

 

 

 
 



22 

 
 

 

 

 

 

 

 

 



23 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



24 

 
 

 

 

 

 

 

 

 

 

 



25 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



26 

 

 

 

 
 

 

 

 

 



27 

Appendices 

 

 
 

 

 

 

 

 

 

 

 

 

 



28 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



29 

 

 

 

 

 

 

 

 

 




