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ABSTRACT  

Keywords: consumer credit, Generation Y, credit, debt, student loans, finance, 

materialism, status consumption, image consciousness, social comparison, impulsive 

buying, credit intentions. 

Part of modern consumerism is the switch from buying with cash to buying on credit. This 

is a global trend and consumers are spending more and saving less. Banks and retailers 

are taking full advantage of this fact and are encouraging consumers to open accounts 

and to buy on credit. Students are a prime target due to their future earning potential and 

many students are heavily indebted by the time they graduate. South Africa has more 

than 20 million credit-active consumers of whom approximately half are in arrears with 

their payments. The South African government, realising the extent of the problem, 

exacted the National Credit Act (NCA), which has been credited for somewhat shielding 

South Africa from the worst of the 2008 global recession. A recession many blame on the 

easy availability of credit.   

The first empirical objectives of this study were to determine Generation Y students’ 

actual credit use which includes types of credit used, sources of income, factors 

influencing Generation Y credit use, credit health and financial concerns. The next 

empirical objective was to determine Generation Y students’ materialism, status 

consumption, social comparison, and impulsive buying tendencies and their attitude 

towards money and credit and credit usage intentions in the South African context. The 

third empirical objective was to determine whether credit usage intentions among 

Generation Y students are a seven-factor structure consisting of materialism, status 

consumption, money as a motivator, impulsive buying, social comparison, attitude 

towards credit and credit usage intentions. The fourth empirical objective was to test a 

model of the influence of materialism, status consumption, social comparison, impulsive 

buying, money as a motivator and attitude towards credit shape on credit usage intentions 

among Generation Y students in South Africa. The last empirical objective was to 

determine the influence gender has on materialism, status consumption, social 

comparison, impulsive buying, money as a motivator and attitude towards credit. 
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The sampling frame consisted of 26 universities in South Africa, of which four university 

campuses were selected. The selected university campuses included two from a 

traditional university, one from a university of technology and one from a comprehensive 

university. A convenience sample of 630 students was taken during 2017. Statistical 

analysis of the collected data included factor analysis, descriptive statistics, structural 

equation modelling and an independent samples t-test. 

The study found that 71 percent of students used some form of credit, mostly NSFAS, 

although 73 percent claimed to be dependent on parents and family as their primary 

source of income. Most students were able to fulfil their financial obligations. As such, 

only 7 percent were struggling to keep up and 9 percent were behind on payments. Tuition 

and related expenses were the participants’ biggest concern.  

The empirically tested model indicates that materialism and status consumption 

tendencies influence Generation Y students’ attitude towards money, which, together with 

impulse buying and social comparison tendencies, influences their attitude towards credit 

and consequent credit usage intentions. 

This study contributes towards understanding the motivations of students when 

purchasing products on credit. This study determined why Generation Y students chose 

to use credit, where they obtain credit and on what they spend the available credit. In 

addition, the study illustrates the relationship between materialism, status consumption, 

social comparison, impulsive buying, money as a motivator, attitude towards credit and 

credit usage intentions among Generation Y students.  
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OPSOMMING  

Sleutelwoorde: Verbruikerskrediet, Generasie Y, krediet, skuld, studentelening, 

finansiering, materialisme, statusverbruik, beeldbewustheid, sosiale vergelyking, 

impulsiewe koop, krediet bedoelings. 

Deel van moderne verbruikerswese is die oorskakeling van kontant na krediet. Dit is 'n 

wêreldwye tendens en verbruikers spandeer meer en bespaar minder. Banke en 

kleinhandelaars moedig verbruikers aan om rekenings oop te maak en op krediet te koop. 

Studente is 'n belangrike teiken-mark as gevolg van hul toekomstige verdienstepotensiaal 

en baie studente het baie skuld teen die tyd dat hulle gradueer. Suid-Afrika het meer as 

20 miljoen krediet-aktiewe verbruikers, waarvan ongeveer die helfte agterstallig is met 

hul betalings. Die Suid-Afrikaanse regering, wat die omvang van die probleem besef, het 

daarom die Nasionale Kredietwet (NKW) geïmplimenteer om verbruikers te beskerm. Die 

NKW het Suid Afrika ook in ‘n mate beskerm teen die gevolge van die 2008 finansiële 

krisis. 

Die eerste empiriese doelwit van hierdie studie was om die generasie Y-studente se 

werklike kredietgebruik, tipes kredietgebruik, inkomstebronne, faktore wat die generasie 

Y kredietgebruik, kredietgesondheid en finansiële belange beïnvloed, te bepaal. Die 

volgende empiriese doelwit was om die generasie Y-studente se materialisme, 

statusverbruik, sosiale vergelyking en impulsiewe koop tendense te bepaal, en hul 

houding teenoor geld en krediet en kredietgebruik bedoeling in die Suid-Afrikaanse 

konteks. Die derde empiriese doelwit was om vas te stel of kredietgebruik bedoeling 

onder generasie Y-studente 'n sewe-faktorstruktuur is wat bestaan uit materialisme, 

statusverbruik, geld as motiveerder, impulsiewe koop, sosiale vergelyking, houding 

teenoor krediet- en kredietgebruik bedoeling. Die vierde empiriese doelwit was om 'n 

model van die invloed van materialisme, statusverbruik, sosiale vergelyking, impulsiewe 

koop, geld as motiveerder en houding teenoor kredietvorm op kredietgebruik bedoeling 

onder generasie Y-studente in Suid-Afrika te toets. Die laaste empiriese doelwit was om 

die invloed wat geslag op materialisme, statusverbruik, sosiale vergelyking, impulsiewe 

koop, geld as motiveerder en houding teenoor krediet te bepaal. 
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Die steekproefraamwerk bestaan uit 26 universiteite in Suid-Afrika, waarvan vier 

universiteitskampusse gekies is. Die gekose universiteitskampusse sluit in twee uit 'n 

tradisionele universiteit, een van 'n universiteit van tegnologie en een van 'n omvattende 

universiteit in. 'n Gerieflikheids steekproef van 630 studente is gedurende 2017 geneem. 

Statistiese analise van die versamelde data sluit in faktorontleding, beskrywende 

statistiek, strukturele vergelyking modellering en 'n onafhanklike steekproef t-toets. 

Die studie het bevind dat 71 persent van die studente een of ander vorm van krediet 

gebruik het, meestal NSFAS (National Student Financial Aid Scheme), hoewel 73 persent 

beweer het dat hulle afhanklik is van ouers en familie as hul primêre bron van inkomste. 

Die meeste studente kon hul finansiële verpligtinge nakom. Slegs 7 persent sukkel om 

tred te hou en 9 persent was agter met betalings. Onderrig- en verwante uitgawes was 

die grootste besorgdheid van die deelnemers. 

Die empiries getoetste model dui aan dat materialisme en statusverbruikstendense 

invloed op die generasie Y-studente se houding teenoor geld beïnvloed, wat saam met 

impulskoop en sosiale vergelykingstendense hul houding teenoor krediet en gevolglike 

kredietgebruiks bedoelings beïnvloed. 

Hierdie studie dra by tot die kennis van die motivering van studente by die aankoop van 

produkte op krediet. Hierdie studie het bepaal waarom generasie Y-studente gekies het 

om krediet te gebruik, waar hulle krediet kry en waarop hulle die beskikbare krediet 

spandeer. Daarbenewens illustreer die studie die verband tussen materialisme, 

statusverbruik, sosiale vergelyking, impulsiewe koop, geld as 'n motiveerder, houding 

teenoor krediet- en kredietgebruik bedoeling onder generasie Y-studente. 
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CHAPTER 1 

INTRODUCTION AND PROBLEM STATEMENT 

1  

1.1 INTRODUCTION 

The meaning of ‘credit’ is derived from the Greek word ‘credo’, which translates into ‘to 

believe’ and refers to the belief of the credit giver that the credit taker will honour his or 

her obligations. The modern global economy, as well as the high standard of living 

enjoyed in many countries, is built on this belief (Beares, 2013:3; Ironfield-Smith et al., 

2005:133).  

Credit plays a major role in stimulating the economy. It gives consumers the opportunity 

in funding the purchase of goods they could not ordinarily afford and contributes to the 

economy by increasing consumer spending. Both the global economic boom in the early 

2000s and the subsequent recession have been attributed to the ease with which credit 

was given and the lax credit controls at the time (Stoop, 2009:365). In South Africa the 

increased availability of credit fuelled the extraordinary rise of the middle class and drove 

economic growth, which reached its peak around 2008 (Nzukuma, 2017). Unsecured 

lending is still increasing in South Africa, growing by 5 percent year on year by the end of 

April 2018, while real gross domestic product (GDP) growth is closer to 1 percent (Absa, 

2018; Lamprecht, 2018).  

Credit is, however, a mixed blessing to many. Many consumers spend everything they 

earn or even more than they earn using credit without even realising it. Obtaining more 

credit is often seen as equivalent to obtaining additional income without realising the 

future cost (Mapother, 1999:78). This is due to the abstract and unreal quality of credit 

transactions for many people (Roth, 2008). In 2017, almost 25 million South Africans, 

eight million more than the total number of employed people in South Africa, were credit-

active and seven out of ten middle-class consumers claimed that they are financially 

distressed (Ferreira, 2017; Anon., 2017c). Research by the Momentum financial group 

had similar findings and indicated that in 2018, 73.5 percent of South African households 

were experiencing financial difficulty (Smith, 2018b). The household debt to disposable 
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income ratio was at 71.4 percent at the end of 2017 and total household debt amounted 

to R1.69-trillion (Ferreira, 2017). This high debt to disposable income often forces 

consumers to take out new loans to repay old loans, which further aggravates the problem 

of high consumer debt and which causes many people to become over-indebted. 

Consumers become stuck in a situation where they are unable to repay their loans, while 

interest charged on those new loans increase their obligations (Stoop, 2009:368). When 

a consumer becomes unable to repay loans, credit providers can obtain court judgements 

against them for the outstanding amount. The judgement is recorded by credit agencies 

and is referred to as blacklisting (Neethling, 2006:376). The effects of being blacklisted 

can be severe and may include not being able to obtain further finance, higher interests 

rates, difficulty in renting property and higher insurance premiums. Moreover, employers 

may be hesitant to hire a person who is blacklisted (Irby, 2014). 

Several factors must be considered when examining the credit woes of South Africans. 

External factors such as past discrimination based on race and gender led to a significant 

disparity among South Africans. Discrimination was not limited to the public sector but 

was also practised by the private sector and the apartheid system “supported, 

encouraged, and even demanded discrimination and unfair treatment of customers by 

business entities”. Consequently, many people lack knowledge and experience 

concerning credit, leaving them vulnerable to exploitation and unethical marketing 

practices (Rampersad & Reddy, 2012:7407). This led to many problems, including the 

emergence of the micro lending industry, which often lends money at extravagant interest 

rates. In an effort to mitigate the possible consequences of over-indebtedness and to 

protect consumers from such unethical practices, the government enacted the National 

Credit Act (NCA) (34 of 2005). The NCA focuses on a number of problems, including the 

high cost of credit, lack of access to credit, vulnerable consumers being taken advantage 

of, reckless granting of credit and unethical debt collection (Kelly-Louw, 2008:200).  

The literature suggests several factors are likely to impact on credit usage intentions. The 

first factor is materialism, which is commonly defined as “the importance a consumer 

attaches to worldly possessions” (Belk, 1984: 291). Previous studies have found that 

materialism is associated with a positive attitude towards debt and may be used as a 

variable in predicting a consumer’s propensity for incurring debt and willingness to take 
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on higher levels of debt (Donnelly et al., 2013:122; Ponchio & Aranha, 2008:21; 

Fitzmaurice & Comegys, 2006:298). This is especially relevant to this study since similar 

studies have found that consumers in developing countries tend to be more materialistic 

and a comparative study found that young adults in South Africa are more materialistic 

than those from the selected European countries (Duh et al., 2014:251; Postel, 2008). 

Another factor is status consumption, which is “the motivational process by which 

individuals strive to improve their social standing through the conspicuous consumption 

of consumer products that confer and symbolise status both for the individual and 

surrounding significant others” (Eastman et al., 1999:93). Social inequality often pushes 

poorer households to engage in status consumption and this leads consumers, who can 

ill afford it, to incur debt to finance a lifestyle that they believe will command the respect 

of their community and peers (Ordabayeva & Chandon, 2010:28; Chipp et al., 2011:130). 

Social comparison is also thought to influence credit usage and refers to “a tendency to 

compare one’s own status to that of others in determining whether or not one has enough” 

(Norvilitis & Mao, 2013:391). Life satisfaction decreases the more often people make 

upward (unfavourable) comparisons, regardless if they earn high levels of income 

themselves (Peng, 2007:224). This leads some consumers to fall into an aspirations trap 

where larger and more frequent purchases become necessary to satisfy their competitive 

appetite (Nagpaul & Pang, 2017a:12). Social comparison has been shown to normalise 

debt; that is, people in debt are more likely to consider debt as normal and widespread 

among their peers and, therefore, socially acceptable (Pattarin & Cosma, 2012:115). 

Another factor believed to have an influence on credit usage is the concept of impulsive 

buying, which is defined as “a consumer’s tendency to buy spontaneously, unreflectively, 

immediately and kinetically” (Rook & Fisher, 1995:306). Impulsive buying is associated 

with the desire for immediate gratification, risk-seeking and self-centeredness, all of which 

are linked to irresponsible credit behaviour (Norvilitis, 2014:635; Adams & Moore, 

2007:101). Materialism is an important antecedent of impulsive buying and affects how 

much people will spend on impulsive purchases and how often people engage in 

impulsive buying (Richins, 2013:3). 
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Naturally, a person’s attitude towards money itself has an influence on credit usage. 

Money as a motivating force refers to the effect money has on people’s behaviour. 

Money-based rewards are considered a powerful external motivator for some depending 

on a person’s attitude towards money (Monteiro et al., 2014:14). Attitudes towards money 

may be formed through education, experience and habits. Attitudes will determine how 

consumers perceive, value and treat money (Engelberg & Sjoberg, 2006:2027). 

Emotional versus logical attitudes towards money and spending will determine spending 

patterns and credit use (Adams & Moore, 2007:101). Studies have found that people who 

consider money as more important are also more likely to accumulate debt (Harnish et 

al., 2018:190; Robb & Sharpe, 2009:26; Phau & Woo, 2008:540). 

Consumers are not always rational and pragmatic when using credit, as emotions and 

attitude towards credit also play an important role. This includes emotional factors such 

as status and prestige considerations, financial attitudes such as unrealistic optimism, 

level of financial knowledge, debt tolerance and psychological constructs like the locus of 

control and cognitive dissonance (Kennedy, 2013:7; Kim & Jang, 2013:39; Finn, 

1992:658; Forman, 1987:2028). Attitude will influence the number of credit accounts 

people hold, their frequency of credit use and their repayment decisions (McHugh & 

Ranyard, 2012, Xiao et al., 1997:32). These attitudes towards money and debt are 

shaped during childhood and lifestyle, upbringing and family structure all play a role 

(Rindfleisch et al., 1997:320; Kirkcaldy & Furnham, 1993:1079). 

The youth segment represents a salient current and future target market across a range 

of industry sectors, including credit providers. In 2018, the youth segment was referred to 

as Generation Y (Duh, 2014:975). According to Markert (2004:21), whereas the previous 

generation, Generation X, includes people born between 1966 and 1985, Generation Y 

refers to individuals born between 1986 and 2005. Working within the age parameters of 

the mid-year report by Statistics South Africa (2018), Generation Y made up 

approximately 35 percent of the South African population in 2018. University students 

often have a higher social status within a community and are often of particular interest 

to marketers (Noble et al., 2009:617). 

Indeed, the student market is often seen as one of the most coveted consumer segments 

due to the market's size, students' role as early-adopters and trendsetters, the lifelong 



 

5 

brand loyalties acquired during these formative years and their influence over parental 

purchases (Noble et al., 2009:617). Students are also an important segment for 

advertising and marketing by credit providers, although credit use among students is 

lower than among working consumers (Anon., 2013). This is because a graduate 

qualification means that students have a higher than average future earning potential, 

which makes them a desirable market segment. This leads to them being targeted by 

credit providers looking to build brand loyalty early on (Nga et al., 2011:245; Mansfield & 

Warwick, 2000:617). This is also true in South Africa where banks are increasingly 

targeting students, not only with student loans but also by offering student-specific credit 

cards. A recent study among students found that some banks were so successful in 

marketing to students that they managed to increase credit card usage among students 

from 9.5 percent in 2010 to 45 percent in 2012 in some areas. More recent research 

estimates that 29 percent of students used credit cards in 2017. Although credit card use 

among students may be widespread, the value remains low and the 18- to 25-year old 

age group only hold one percent of the total credit card debt compared to the next age 

group, from 26 to 35, who hold 40 percent and are the most heavily indebted group. Banks 

are not the only organisations targeting students, with 57 percent of students reported 

that they use store credit. Not all students are equipped to handle this responsibility and 

research has found that up to 50 percent of credit-active 18 to 26 year-old consumers are 

battling to pay their debts (Student Village, 2017; Goko, 2013). 

There are also several reasons for focusing on the university student portion of 

Generation Y, including: 

 Students tend to be homogenous with regard to income and necessary 

expenditures, which allows non-economic trends to be seen more readily.  

 Students have a high exposure to debt such as student loans. 

 Newer generations are more comfortable with credit and being in debt. 

 Students are willing to take on debt on the premise of a higher future potential 

income. 

 Debt influences career choices among students. 
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 Young adults’ debt is an important issue as they make relatively high use of credit 

(Davies & Lea, 1995:665). 

1.2 PROBLEM STATEMENT 

Globally, students have become an important market segment for both retailers and credit 

providers since they are increasingly buying on credit. However, financial problems are 

one of the primary reasons for student attrition and many students drop out of tertiary 

education to avoid getting deeper into debt (Sagenmüller, 2018; Martin, 2018). This then 

makes it important to determine how students’ attitudes and values will impact their 

current and future credit use. Chien and Devaney (2001:162) indicate that research has 

shown that the growth in credit use since the 1980s is due, in part, to a change in attitude 

toward credit and that consumers are more willing to use credit to finance current 

consumption. Coupled with greater accessibility of credit and more knowledge about the 

benefits and risks involved in using credit this may help explain the increased acceptability 

of credit.  

The literature indicates that the respective generations are quite different and that these 

differences include their attitudes toward credit (Eisner 2005:12). Starting in the 1990s, it 

became evident that the way people viewed debt had changed and that credit had 

become part of everyday financial life for younger generations, which raised concerns 

about the comfort level that students display in dealing with credit (Pinto et al., 2001:49; 

Davies & Lea, 1995:663). Considering the important role that credit plays in the South 

African economy, as well as the fact that almost three quarters of credit-active consumers 

struggle to keep up with their obligations, there is a need to find ways to encourage people 

towards becoming more responsible with their credit decisions (Smith, 2018a; Anon., 

2013), particularly as it pertains to today’s youth – Generation Y. To do so, the problem 

will first have to be studied and it will have to be determined why individuals buy on credit 

and their attitude towards credit.  

Financial literacy leads to better financial decision-making and financial illiteracy has been 

blamed for harmful financial decisions and over-indebtedness (Shim et al., 2010:1459). 

However, research shows that the emotional component of decision-making also plays 

an important role (Shapiro & Burchell, 2012:2). A person’s attitude towards debt is 



 

7 

influenced by several internal emotional factors, which also determine a person’s 

likelihood of acquiring credit. These factors have been the focus of research for the last 

30 years. Past research has focused heavily on materialism or the importance of material 

possessions (Belk, 1984:291). People who show more materialistic tendencies tend to 

spend more money and are more likely to incur debt (Fitzmaurice & Comegys, 2006:298). 

Furthermore, according to Watson (1998:203), people who are more inclined towards 

being materialistic tend to have a more positive attitude towards debt. Materialism can 

thus be used to predict the propensity towards debt (Ponchio & Aranha; 2008:21). 

Research also indicates that people in developing countries are more materialistic than 

people in developed countries (Jacobs & Smith, 2010:15). Nga et al. (2011:245) used 

image consciousness, materialism and compulsive spending to predict credit card 

behaviour among the youth and found a significant positive relationship between image 

consciousness and materialism and between materialism and compulsive spending but 

not that compulsive spending acted as a mediator for credit card use. Yamauchi and 

Templer (1982) found that consumers who use more credit tend to view money as a 

source of prestige or power, have greater anxiety over money and are less concerned 

with retaining money (Tokunaga, 1993:314). Xiao et al. (1995:155) later developed a test 

to determine credit card attitudes among students with the three dimensions of 

behavioural, affective and cognitive aspects. They found that more positive attitudes 

towards credit are determined by the affective and cognitive dimensions and 

demographics also played a role in shaping attitudes.  

Debt is arguably one of the biggest problems facing South African consumers. Almost 44 

percent of South Africans are in debt, 70 percent of middle class consumers claim that 

they are financially distressed and approximately 14 000 consumers apply for debt 

reviews each month (National Credit Regulator, 2017; Ferreira, 2017; Anon., 2017c). 

Although financial literacy has been regarded by some as the solution to the current debt 

crisis, research points to the fact that the emotional component of financial decision-

making also plays an important role and needs to be considered when attempting to 

understand the factors that push consumers to finance their purchases and lifestyles 

through credit use (Shapiro & Burchell, 2012:2; Shim et al., 2010:1459). Some 

researchers have pointed out that the biggest distinction between Generation Y and 

previous generations may be their attitude towards money (Duh, 2014:974). A closer 
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examination of the attitudes influencing credit usage intentions among Generation Y 

students is thus warranted and will be used to build an understanding of the credit 

problems currently prevalent in the South African economy. 

1.3 STUDY OBJECTIVES 

The following objectives have been formulated for the study:   

1.3.1 Primary objectives 

The primary objective of this study was to determine whether the psychological 

tendencies identified from the literature influenced the participants’ attitude towards credit 

and whether attitude towards credit acted as an antecedent to credit usage intentions. 

From the available literature, the following predictors were identified, namely materialism, 

status consumption, impulsive buying, social comparison, money as a motivator and 

credit attitude. 

1.3.2 Theoretical objectives 

In order to achieve the primary objective, the following theoretical objectives were 

formulated for the study: 

1.3.2.1  Discuss the historic foundation of modern consumer credit.  

1.3.2.2  Examine the global growth of consumer credit and how it has shaped the 

modern market. 

1.3.2.3  Review the literature on the importance of credit to the South African 

economy. 

1.3.2.4  Discuss the relationship university students have with credit. 

1.3.2.5  Determine the factors that influence attitude towards credit according to the 

available literature.  

1.3.2.6  Conduct a literature review on the characteristics of Generation Y 

consumers relevant to their credit behaviour.  
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1.3.2.7  Propose a model of the influence of materialism, status consumption, social 

comparison, impulsive buying, money as a motivator and attitude towards 

credit on credit usage intentions among Generation Y students. 

1.3.3 Empirical objectives 

In accordance with the primary objective of the study, the following empirical objectives 

were formulated:  

1.3.3.1  Determine Generation Y students’ actual credit use, including their sources 

of income and credit types, their credit purchases, debt management, 

reasons for credit use, credit applications and financial concerns in the 

South African context.    

1.3.3.2  Determine Generation Y students’ materialism, status consumption, social 

comparison and impulsive buying tendencies and their attitude towards 

money and credit and credit usage intentions in the South African context. 

1.3.3.3 Determine whether credit usage intentions among Generation Y students 

are a seven-factor structure consisting of materialism, status consumption, 

money as a motivator, impulsive buying, social comparison, attitude towards 

credit and credit usage intentions. 

1.3.3.4  Empirically test a model of the influence of materialism, status consumption, 

social comparison, impulsive buying, money as a motivator and attitude 

towards credit on credit usage intentions among Generation Y students in 

South Africa. 

1.3.3.5  Determine the influence gender differences have on Generation Y students’ 

attitude towards credit and credit usage intentions. 

1.3.4 Hypotheses 

A hypothesis is an unproven statement about a phenomenon that is of interest to the 

researcher and may be in the form of a tentative statement about the relationship between 

variables. In the formulation of a hypothesis, the null hypothesis states that there is no 
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effect while the alternative hypothesis is one in which some effect is expected. The null 

hypothesis is tested and may be rejected based on evidence in which case the alternative 

is accepted (Malhotra 2018:50; 446).  

The following hypotheses were formulated and tested to achieve the empirical research 

objectives: 

Ho1: Determinants of credit usage intentions is not a seven-factor structure consisting 

of materialism, status consumption, money as a motivator, impulsive buying, 

social comparison, attitude towards credit and credit usage intentions.  

Ha1: Determinants of credit usage intentions is a seven-factor structure consisting of 

materialism, status consumption, money as a motivator, impulsive buying, social 

comparison, attitude towards credit and credit usage intentions.  

Ho2: Materialism does not have a direct significant positive influence on Generation 

Y students’ attitude towards credit.  

Ha2: Materialism does have a direct significant positive influence on Generation Y 

students’ attitude towards credit. 

Ho3:   Status consumption does not have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Ha3:   Status consumption does have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Ho4:   Money as a motivator does not have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Ha4:   Money as a motivator does have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 
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Ho5:   Impulsive buying does not have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Ha5:   Impulsive buying does have a direct significant positive influence on Generation 

Y students’ attitude towards credit. 

Ho6:   Social comparison does not have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Ha6:   Social comparison does have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Ho7:   Attitude towards credit does not have a direct significant positive influence on 

Generation Y students’ credit usage intentions. 

Ha7:   Attitude towards credit does have a direct significant positive influence on 

Generation Y students’ credit usage intentions. 

Ho8:   Male and female Generation Y students do not differ in their attitude towards 

credit. 

Ha8:   Male and female Generation Y students do differ in their attitude towards credit. 

Ho9:   Male and female Generation Y students do not differ in their credit usage 

intentions. 

Ha9:   Male and female Generation Y students do differ in their credit usage intentions. 

1.4 Research design and methodology 

This study comprised a literature review and an empirical study. Quantitative research, 

using the survey method, was used for the empirical portion of the study, which focused 

on measuring attitudes. Consequently, a descriptive research design with a single cross-
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sectional sample was followed using a structured questionnaire containing close-ended 

questions on a six-point Likert type scale.   

1.4.1 Literature Review 

A review was done of the South African and international literature on the importance of 

consumer credit to the economy, student debt, the types of credit available, regulation of 

credit providers as well as the environmental factors that shape Generation Y consumers 

and their attitude towards credit. The different constructs of materialism, status 

consumption, social comparison, impulsive buying, money as a motivator and attitude 

towards credit were also examined. This literature was obtained from secondary data 

sources, including the Internet, journal articles, academic textbooks, conference papers, 

business articles, online academic databases, newspaper articles and magazine articles. 

1.4.2 Empirical study 

The empirical part of this study followed a descriptive research design using a single 

cross-sectional survey for data collection comprising the following methodology 

dimensions: 

1.4.2.1 Target population 

The target population refers to a collection of elements or objects that possess the 

information sought (Malhotra, 2018:331), which, in the case of this study, included 

Generation Y students enrolled at South African Higher Education Institutions (HEIs). 

Although Generation Y includes people born between 1986 and 2005 (Markert, 2004:21), 

this study focused on the university student segment of Generation Y. Thus the target 

population is specified as students between 18- and 26-year registered at a public South 

African HEI’s in 2017. An age range of between 18 and 26 was chosen because research 

has found that most students need at least two additional years to complete a degree, 

five years for a three-year degree and six years for a four-year degree (Van Broekhuizen 

et al., 2016:4; 6).  
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1.4.2.2 Sampling frame 

The sampling frame comprised the 26 registered South African public HEIs. A non-

probability judgment sample of four HEI campuses was selected from the sampling frame; 

that is, two from a traditional university, one from a university of technology and one from 

a comprehensive university.  

1.4.2.3 Sample method 

A non-probability convenience sample of full-time undergraduate Generation Y students 

between the ages of 18 and 26 was used in this study, following a single cross-sectional 

design, in which information is obtained from a single sample once (Malhotra, 2018:71). 

Being cognisant of the convenience sampling technique, questions concerning the 

participants’ demographic information were included in the survey questionnaire, such as 

home language and province of origin, in an effort to ensure a representative sample was 

taken. 

1.4.2.4 Sample size 

The sample size is the total number of elements from the target population included in 

the research study (Cant et al., 2008:136). In this study, 700 full-time Generation Y 

students between the ages of 18 and 26, split between four university campuses made 

up the sample. From this sample, 630 completed questionnaires were received back. 

Therefore, the actual sample size used in the study was 630. This is in accordance with 

similar studies (Bevan-Dye & Ukupojivi, 2016:118; Mofokeng et al., 2015:135; Synodinos 

et al., 2013:19). Wolf et al. (2013:914) propose that the minimum number of respondents 

to be used in a covariance-based structural equation model is 200 and that reliable 

observations are more likely when there is a 10:1 ratio of cases to free parameters. Hair 

et al. (2010:662) propose that when seven or more constructs are used, the sample size 

should be between 300 and 500. A planned sample size of 700 and the actual sample 

size of 630 full-time Generation Y students were deemed satisfactory for this study. 

Attempts were made to split the sample between the four selected campuses and obtain 

at least 100 responses from each, thereby ensuring that the results were representative 

and not skewed in favour of one campus.  
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1.4.2.5 Measuring instrument and data collection method 

A standardised, self-administered questionnaire was used to collect data. A cover letter 

provided an introduction, explained the relevance and nature of the study as well as 

provided contact details. The questions were divided into three sections. Section A 

contained questions to determine the demographic composition of the sample, Section B 

determined actual credit use and Section C contained questions on the various selected 

constructs taken from previously validated scales. Section C used a six-point Likert type 

scale and measured materialism, status consumption, social comparison, impulsive 

buying, money as a motivator, attitude towards credit and credit intentions. Validated 

scales from Richins and Dawnson (1992), Eastman and Liu (2012), Monteiro et al. (2015), 

Rook and Fisher (1995), Norvilitis and Mao (2013) and Davies and Lea (1995) were 

adapted for this study. 

The questionnaire was piloted once on 59 participants that did not form part of the 

sampling frame to ascertain its reliability. 

Lecturers were contacted on each of the campuses and requested to assist in distributing 

and collecting the questionnaires. The relevance of the study and the voluntary and 

anonymous nature of the questionnaire were explained to students. Subsequently, the 

questionnaires were distributed and collected after completion.  

1.4.2.6 Statistical analysis 

The captured data were analysed using the Statistical Packages for Social Sciences 

(SPSS) and Analysis of Moment Structures (AMOS), Versions 25.0 for Windows. The 

following statistical methods were used on the empirical data sets: 

 Frequency analysis  

 Exploratory factor analysis 

 Descriptive analysis 

 Collinearity diagnostics 

 Nomological validity 

 Structural equation modelling  
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 Independent samples t-test 

1.5 ETHICAL CONSIDERATIONS 

The research study complies with the ethical standards of academic research, which 

among other things, protect the identities and interests of participants. Participation in the 

survey was voluntary and no participant was coerced to respond.  

The research proposal including an overview of the research methodology followed and 

the questionnaire was submitted to and accepted by the North-West University’s Ethics 

Committee. The questionnaire met the Committee’s standards and received the following 

ethical clearance number: ECONIT-2016-113. 

1.6 THEORETICAL FRAMEWORK 

The theoretical framework for this study builds on the work of previous social scientists 

that propose that materialism, status consumption, impulsive buying, social comparison, 

money as a motivator and a positive attitude towards credit will lead to an increased 

intention to use credit (Nga et al., 2011:245; Ponchio & Aranha, 2008:21; Fitzmaurice & 

Comegys, 2006:298; Watson, 1998:203).  

1.7 DEMARCATION OF THE STUDY 

This study was conducted among Generation Y students between the ages of 18 and 26 

years, registered at South African public HEIs in 2017. This study considered four public 

HEI campuses located in South Africa. The four campuses chosen included two 

traditional university campuses, one comprehensive university campus and one 

university of technology campus. 

1.8 CHAPTER CLASSIFICATION 

Chapter 1:  Introduction and background to the study 

This chapter encompasses the introduction and background of the research study. It 

includes an outline of the problem, the research objectives, including the primary, 

theoretical and empirical objectives and the research methodology that was used in 

reaching the empirical objectives.  
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Chapter 2:  Students and credit 

This chapter contains a detailed discussion on the history and function of credit and the 

contribution of credit to the economy. The chapter also discusses how the negative 

association with credit has changed to the point where consumer credit is now considered 

essential to the modern economy. Chapter 2 also includes an examination of the sources 

of consumer credit in South Africa, over-indebtedness and how the law is used to regulate 

credit providers. Lastly, it examines students’ relationship with credit and student debt. 

Chapter 3:  Attitudes that influence credit use 

This chapter examines the international and local literature available on the environment 

that shaped Generation Y consumers, especially as it applies to South African Generation 

Y students. Next, it examines the attitudes that are relevant to and influence consumer 

credit use. The relevant literature on the influence of materialism, status consumption, 

social comparison, impulsive buying, money as a motivator, attitude towards credit and 

credit usage intentions are discussed. Chapter 3 also includes a proposed model based 

on available literature on the relationship between the attitudes discussed and credit 

intentions among Generation Y students.  

Chapter 4:  Research design and methodology  

This chapter outlines the marketing research process and discusses the questionnaire 

design, sampling procedure and data collection method. The data analysis and statistical 

techniques that were used are also discussed in this chapter.   

Chapter 5:  Results and findings 

This chapter includes the results from the pilot test and the main study. The demographics 

of the participants are discussed to show that it is a relatively representative sample. Then 

the actual credit use among the participants is examined. Next follows the exploratory 

factor analysis and the results of the structural equation modelling. It ends with a 

description of the results from the independent samples t-test.  
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Chapter 6:  Conclusions and recommendations 

Chapter 6 provides an overview of the study and the results from the empirical research. 

Recommendations emanating from the study are made along with suggestions for further 

research based on the limitations of this study. 

1.9 GENERAL 

 Annexures are at the back of the thesis. 

 Tables and figures are placed on the pertinent pages in the thesis. 

 Where no source reference appears for figures and tables, it denotes own research. 

 Referencing is 2012 NWU Harvard style 

1.10 CONCLUSION 

This chapter contains the background to the study, the problem statement, study 

objectives and research methodology, together with an outline of the chapters that make 

up this thesis. 

In the following chapter, a review of the literature on consumer credit with a focus on 

Generation Y student credit use is provided. 
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CHAPTER 2 

STUDENTS AND CREDIT 

2  

2.1 INTRODUCTION 

Finance has at its core two functions, namely allowing a person to store surplus income 

for the future and allowing borrowers access to future earnings today (Gobat, 2012). It is 

often younger consumers borrowing to finance assets and maintain their lifestyle, while 

older consumers are saving for retirement after repaying debt. The rationale is found in 

the life cycle theory, which provides a framework for analysing the use of consumer credit. 

The life cycle theory holds that “consumption and savings decisions of households at 

each point in time reflect a more or less conscious attempt at achieving the preferred 

distribution of consumption over the life cycle, subject to constraints imposed by 

resources accruing to the household over its lifetime”. In applying this to students, the 

theory is that they grow up accustomed to a certain lifestyle provided by their parents, 

which they expect to maintain after their studies are complete but as students are unable 

to sustain while studying. They expect higher future earning and believe the lower income 

levels they are experiencing are temporary. They then accept a level of debt that they see 

as necessary to maintain their spending, which they plan to repay with their higher future 

income. This increases their debt tolerance and fosters a positive attitude towards debt. 

Therefore, expenditure and credit use may sometimes rather be a function of expected 

future income and not proportional to the limits of current income. This phenomenon can 

be seen in the higher debt levels of younger consumers and lower debt, together with 

saving and paid assets in older consumers (Hurwitz & Luiz, 2007:110; 130; Davies & Lea, 

1995:663). This is not a linear effect and often consumers will borrow in times of low 

income to smooth consumption with the expectation to pay when their income increases 

(Kumar, 2016:200). This chapter examines how consumers finance purchases through 

lending, with a focus on student credit use. 

The term consumer credit is used to describe several types of credit used by individuals 

that are not collateralised, or secured, by fixed assets or financial assets such as stocks 

and bonds and not used for business purposes. This includes instalment credit such as 
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vehicle finance and revolving credit such as credit cards (Durkin et al., 2014). On 3 May 

2016, the total amount of global household debt stood at 42.3 trillion United States Dollars 

(US$) with an annual growth of 3.3 percent. This is approximately US$6 000 for every 

man, woman and child on earth. Of this, 78 percent are home mortgages, 18 percent non-

credit card consumer debt and 4 percent credit card balances. While the United States is 

still the world’s largest consumer lending market, consumer debt is also rapidly growing 

in countries like China where consumer debt is growing at 18.7 percent a year (Finaccord, 

2016).  

Credit use is, however, not a new phenomenon. Credit use goes back thousands of years, 

although there are three important events that stand out. The first is the Law of 

Hammurabi, created in 1754 BC and one of the oldest deciphered writings of significant 

length in the world that, among other things, regulated credit and interest rates 

(Armstrong, 2018). The second is the foundation of the modern banking system in the 

middle ages by pawnbrokers, moneychangers and merchant bankers (Anon., 2008). The 

third is the industrial revolution during which increased wages led to increased demand 

for consumer goods and credit, as well as a demand for capital to invest in production 

(Ventura & Voth, 2016:26; Coggan, 2012). The history of consumer credit is discussed 

shortly in Section 2.2. 

For many centuries borrowing money was seen as foolish and interest-bearing loans was 

even forbidden by the Catholic Church (Munro, 2003:507). This has changed and today 

credit is seen as a boon, contributing to the social well-being of consumers and essential 

to economic growth (Kostov et al., 2015:34; Ironfield-Smith et al., 2005:133). The growth 

of consumer credit and the contribution to the modern economy is discussed in Section 

2.3 and 2.4. Access to consumer credit has also improved as technology improved and 

consumers have access to financial services anywhere on earth (Narteh, 2012:2). How 

technology has influenced credit providers and access to credit is discussed in Section 

2.5. South Africans, in particular, have embraced credit and consequently, become one 

of the most indebted countries, with 86 percent of South Africans having some kind of 

debt (Ferreira, 2017; Thomas, 2015). Credit use in South Africa is discussed in Section 

2.6. There are various types of credit and sources available to consumers. Credit is 

usually divided into secured and unsecured credit and instalment or non-instalment credit. 
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The different types of credit, the sources as well as the actual credit use by South Africans 

are discussed in Section 2.7. Many South Africans have become over-indebted and the 

consequences as well as government measures to regulate credit, mainly through the 

National Credit Act (NCA), are discussed in Section 2.8. 

Students borrow money not only to pay for their tuition fees but also food, rent and 

luxuries. Student debt is a controversial subject, not only in South Africa but globally and 

many other countries have experienced student protests similar to the #Feesmustfall 

movement in South Africa (Cele, 2016; Pretorius, 2016; Mulhere, 2015; McMahon, 2012). 

Students, money and student debt is discussed in Section 2.9.  

Throughout Chapter 2, there is evidence of a global trend towards borrowing instead of 

saving. That being said, individual attitudes towards money and credit also plays a role 

in determining a consumers’ willingness to use credit and how deep they are willing to go 

into debt (Dunn & Mirzaie, 2015:201; Liao & Liu, 2012:1263). Section 2.10 deals with 

some of the non-economic and individual factors that influence credit use.  

2.2 HISTORIC USE OF CREDIT 

Although some may think of credit as a modern concept, it has actually been around for 

thousands of years. Some economists have argued that the emergence of money is due 

to the inefficiencies of barter economies but there is very little historical evidence that 

shows that this is how money actually came about. However, research does show that 

prehistoric societies and early historic economies used credit and centralised 

redistribution in allocating resources. Credit is more efficient than barter when trading 

partners know each other and currency either does not exist or is in low supply (Baker, 

2014:1).  

The earliest codification of credit laws is contained in the Code of Hammurabi, written 

almost 4 000 years ago. In it, King Hammurabi capped the interest rates on silver at 20 

percent and required the terms of a loan to be captured in writing. The first credit crisis 

occurred in 594 B.C. and almost caused open rebellion in Athens, Greece. This prompted 

the laws regulating credit written by Hammurabi to be reformed and people sold into 

slavery to repay debt to be freed (Armstrong, 2018).  
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Aristotle notably said,  

The most hated sort [of money-making] and with the greatest reason, is usury, 

which makes a gain out of money itself, and not from the natural use of it. For 

money was intended to be used in exchange, but not to increase at interest. 

And this term usury which means the birth of money from money, is applied to 

the breeding of money because the offspring resembles the parent. Whereof 

of all modes of making money this is the most unnatural (Munro, 2003:508).  

The Roman Empire further reduced the interest rate during the reign of Augustus and it 

sank as low as 4 percent, although the upper limit was set at 12.5 percent (Armstrong, 

2018). The Romans also used a credit system in which Nomina or bonds entered into an 

account book could be transferred and traded for assets such as land (Del Negro & Tao, 

2013). 

Modern banking can trace its origins to the Middle Ages and to the services of the 

pawnbrokers, moneychangers and merchant bankers. Their functions ranged from the 

conversion of coins to holding and transferring large sums of money (Anon., 2008). 

Transferring large sums of money were important because metal coins were heavy and 

difficult to transport when large purchases needed to be made. It was much easier to 

deposit money and then provide the seller with a cheque with which the seller could later 

claim the deposit. This network later expanded to such a degree that a person could 

deposit money in one city and then claim it from a banker in the next. As demand for their 

services increased, they also started granting loans to merchants and lords (Brittain, 

2014). The Catholic Church initially banned Christians from engaging in usury, charging 

interest on loans and medieval loan contracts often omitted any mention of interest 

(Munro, 2003:507). Student loans also started in the middle ages, going as far back as 

the 11th century and perhaps even earlier, with the earliest documented student loan 

system founded in 1240 by Robert Grosseteste, the Bishop of Lincoln at Oxford University 

(Adams, 2016).  

Credit helped England industrialise and thereby ushering in the industrial revolution 

(Ventura & Voth, 2016:26). Not only did it allow people to invest in new machinery and 

thereby increase outputs, credit also allowed workers to buy products they could not 
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afford upfront thus increasing demand for the products produced (Coggan, 2012). In 

Europe, instalment purchases were also popular for products such as furniture and large 

department stores called credit houses sold all types of goods to urban, working class 

customers on credit. In the 19th century America, this new form of consumer credit was 

pioneered by IM Singer & Co when they established a sophisticated agent structure that 

enabled customers to purchase its products through convenient, reliable instalment 

plans. Another form of credit that was popular in America was catalogue sales with 

instalment payments. Credit became so popular that several countries saw the need to 

start regulating the practice through legislation at the start of the 20th century (Logemann, 

2011:532). 

Post World War 2, the West experienced another boom in consumer spending fuelled by 

consumer credit. Many researchers believe that America and their ‘pursuit of happiness’ 

was one of the prime drivers of this new consumer credit-driven economy (Logemann, 

2011:530). By the 1970s, half of Americans were using instalment credit to fund 

purchases compared to 10 percent of consumers in other industrialised nations, such as 

Germany. This mass consumption or consumerism due to easy access to credit was seen 

by the United States of America (USA) government as a viable way of expanding 

purchasing power as well as stimulating economic growth through creating demand. 

However, many people in other countries decried American consumerism and saw it as 

a threat to traditional values (Logemann, 2008:525; 542). Notwithstanding this, any efforts 

to stop the credit train were in vain and today debt and consumerism is a global 

phenomenon. The Victorian virtues of ‘neither a lender nor a borrower be’ has been 

replaced by the notion that happiness depends on material possession made accessible 

through easy credit (Manktelow, 2011:259). The vital role of credit in the modern 

economy, as well as current credit use, will be discussed in the remainder of this chapter.   

2.3 PRESENT PERCEPTIONS OF CREDIT AND THE RESULTING 

GROWTH IN CREDIT USE 

While the prevailing wisdom for many generations was that borrowing and debt were to 

be avoided, it gradually changed to a point where it is seen as beneficial, making a useful 

contribution to the living standard and social well-being of consumers (Ironfield-Smith et 

al., 2005:133). Indeed, the high standard of living in Western societies is often attributed 
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to the widespread availability of credit (Beares, 2013:3). It is not only the West that has 

seen consumer debt growing; China experienced a consumer credit explosion with 

consumer credit increasing 373-fold from 1997 to 2010 and though this may be an 

extreme example, it is by no means an isolated case (Liao & Liu, 2012:1263).  

According to Jacobs and Smith (2010:11), this is also true in South Africa where a culture 

of consumption has developed that has led to increased spending and higher levels of 

indebtedness. There are several factors contributing to this growth but the increased 

availability of credit is one of the main drivers. The advent of democracy has increased 

access to financial services to a previously marginalised part of the population (Hurwitz 

& Luiz, 2007:108). Indeed, a large part of the growth in credit consumption can be 

attributed to debt being incurred by lower income earners, according to economist Mike 

Schussler (2011). Therefore, the banking sector as a credit provider, along with capital 

inflows has become a conduit for economic growth through the creation of local credit 

and increased demand (Nzukuma, 2017; Kaminsky & Reinhart, 1999:473).  

However, excessive capital inflows can also be detrimental to the economy by swamping 

the market with excessive credit, which, in turn, may lead to a consumption boom and 

asset price bubbles. Rapid monetary expansion can lead to inflation, a widening current 

account and appreciation of the exchange rate (Gossel & Biekpe, 2012:923). Easy 

availability of credit can also have other severely negative consequences. The 2007–

2008 financial crisis, now called ‘The Great Recession’, is considered by many 

economists to be the worst financial crisis since the great depression of the 1930s 

(Weinberg, 2013; Pendery, 2009).  

The cause of the financial crisis is complex and consisted of an interplay of policies that 

encouraged private home ownership, easier access to loans, overvaluation of bundled 

subprime mortgages and questionable trading practices. Furthermore, compensation 

structures that reward short-term deals flow over long-term value creation and insufficient 

capital holdings by banks to cover the financial commitments they were making made a 

financial crisis all but inevitable (Keller & Strocker, 2014; Simkovic, 2009:253; Ivry 2008). 

According to The Economist (2013), the crisis started with the collapse of Lehman 

Brothers, which led to the total collapse of large financial institutions, necessitated the 

bailout of banks by national governments, caused downturns in stock markets around the 
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world and led to the worst recession in 80 years. The recession, in turn, led to the failure 

of businesses, a decline in consumer wealth, rising unemployment and a downturn in the 

global economy, which contributed to the European sovereign-debt crisis that saw several 

European governments in need of financial assistance from the European Union 

(Williams, 2012; Baily & Elloitt, 2009).  

Although some countries like the USA and China managed to drag themselves out of the 

recession, managing 12 and 65 percent total growth respectively since then, other 

countries like Italy and Greece still have not recovered and their GDP has declined by 6 

and 24 percent respectively of their prerecession levels (Arias & Yen, 2015). The credit 

ratings of several major countries such as Germany, China and Russia were downgraded, 

while South Africa’s credit rating remained unchanged due in part to the NCA, which set 

stricter requirements for consumers to access credit in a bid to curb reckless spending 

and over-indebtedness (Marais, 2009; Ntingi, 2008).  

South Africa did not emerge unscathed; however, output in the mining sector shrank by 

33 percent and the manufacturing sector shrank by 22 percent in the final quarter of 2008, 

the biggest decreases on record. Consumer spending shrank by almost 5 percent, there 

was a 47 percent rise in company failures in the first four months of 2009 and household 

debt rose to 80 percent of disposable income from around 50 percent in 2003 (Marais, 

2009). The world global recession of 2007-2008 also hit consumers who were forced to 

reassess their finances and limit any new credit spending (Summers & Kroes, 2009:1).  

This does not mean that the negative consequence of irresponsible credit use outweighs 

the positive contribution of credit to the modern economy. According to Cecchetti et al. 

(2011:1), finance has become one of the building blocks of modern societies and access 

to credit improves welfare and enhances growth although excessive levels of credit are 

to be guarded against and may drag down growth as proven by the Great Recession. 

2.4 CREDIT AND PROSPERITY 

The number of people living in extreme poverty fell by 1.1 billion between 1990 and 2013 

but millions of people are still living beneath the poverty line (Bagri, 2016). Developing 

countries face several serious challenges that include unemployment, sub-standard 

education, limited access to infrastructure and corruption (Mobius, 2017).  
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Access to credit can play a role in solving some of these problems. Although there is no 

consensus on the finance-growth relationship, it is generally accepted that financial 

systems and financial development are important for facilitating and maintaining 

economic growth (Kostov et al., 2015:34). Research suggests that the availability of credit 

has a positive impact on both poverty alleviation and inequality (Cecchetti et al., 2011:1).  

Unequal access to finance is generally accepted as generating persistent income 

inequality and slower economic growth and can discourage potential entrepreneurs who 

cannot gain access to credit (Seven & Coskun, 2016:34-35). Access to financial 

institutions, such as banks and micro financiers providing credit, plays an important part 

in development and poverty alleviation (Donou-Adonsou & Sylwester, 2016:89). 

Bursaries and loans can help students gain access to a quality education, while access 

to credit is a crucial element to the start-up and consequent performance of any enterprise 

(Ahmad & Arif, 2015:635; Marlow & Patton, 2005:717; St. John et al., 2001:414).  

Microfinance also helps poor households meet basic needs and protect against risks, 

improves welfare and empowers women through facilitating economic participation 

(AloMadulid, 2018:28). Microcredit (discussed in Section 2.7.3) is defined as small loans 

to poor people, which assist in the development of small-scale businesses to help people 

escape from poverty. Microfinance, in contrast, includes a wider array of financial 

services, including savings and deposit services, payments and transfer services, credit 

and insurance products (Murisa & Chikweche, 2013:2).  

In addition to the problems facing developing countries, South Africa is facing several of 

its own unique challenges. The South African credit rating was recently downgraded to 

junk status, frequent cabinet reshuffles have created political uncertainty, unemployment 

remains high and persistent, high inequality and GDP growth is struggling below 1 

percent. Small and medium sized enterprises (SMMEs) and entrepreneurship have long 

been seen as a solution for some of these problems but entrepreneurs in South Africa 

are also struggling. South Africans entrepreneurial intentions have dropped from 15.4 

percent in 2013 to 10.1 percent during 2017, with those who do venture into 

entrepreneurship having a failure rate of between 70 and 80 percent within the first five 

years (Herrington et al., 2017:6; Friedrich, 2016).  
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One of the key barriers to starting and running a business, which is relevant to this study, 

is access to finance and this relationship between finance, entrepreneurship and 

economic growth has been the subject of intense study since the early 1990s (Herrington 

et al., 2017:49; King & Levine, 1993: 513). Using credit, businesses can invest and grow 

when their sales and owners’ equity would otherwise not allow it (Cecchetti et al., 2011:1). 

Table 2-1 outlines the reasons why businesses exit. 

Table 2-1: Reasons for business exit 2006 – 2016  

Reasons for 
business exit 

2006 2009 2011 2013 2014 2015 2016 
African regional 

average 

Business not profitable 11.4 26 32.6 36.4 42.5 34.9 41.2 41 

Personal reasons 14.7 21 15.6 23.2 19.9 17.8 12 17.8 

Problems accessing 
finance 

32.1 27.2 24 28.9 19.4 27.6 25.9 17.2 

Another job or 
business opportunity 

4.3 6 6 2.9 3.2 2.1 6.8 7.7 

Planned exit 2.7 0 0 1.8 0.5 1 0 4.1 

Incident  6.4 .4 3.9 9.2 9.8 8.2 5.3 

Source: Herrington et al. (2017:30) 

From Table 2-1 it is evident that after being unprofitable, access to finance is the biggest 

reason that entrepreneurs exit the market. It is also evident that it plays a much more 

important part in business failures in South Africa than in other African countries 

Herrington et al. (2017:30).  

This has important implications for students, as the importance of entrepreneurs in 

developing countries cannot be over-emphasised. Research shows that many students 

have entrepreneurial aspirations; however, they see ‘a lack of financial resources’ as a 

major deterrent (Gervase-Iwu et al., 2016:167; 179).  

2.5 CREDIT AND TECHNOLOGY 

Technology and the shift to online services have also played a part in making credit more 

accessible and have had a measurable impact on the global financial system. Moreover, 
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electronic banking has created new opportunities by bridging geographical, industrial and 

regulatory gaps, which provides opportunities for both banks and customers by creating 

innovative products and services. Furthermore, advances in the areas of communications 

and information technology (IT) have served as a catalyst in the development of 

innovative products and services in the banking industry (Narteh, 2012:2). Currently, the 

global financial sector is one of the largest buyers of IT goods and services, buying 12 

percent of IT sector intermediate goods, which has translated into cheaper and more 

readily available information on financial services on offer and allowed financial 

institutions to screen client risk profiles better (Sanchez, 2018:915). Kanchan et al. 

(2012:3) found that online banking allows financial institutions to differentiate their 

products, as well as shift customers to lower cost channels reducing the cost-to-serve. 

The result being that banks can leverage their distribution networks by offering the right 

products to the right customer segment through a desired channel, resulting in an overall 

cost saving, as well as an enhanced customer experience.  

One of the ways of reducing cost and enhancing customer experience is by using mobile 

banking platforms. Mobile banking further increases ease of access by allowing banking 

activities such as balance enquiries, money transfers and account payments at any time 

from wherever there is a data connection. Initially, mobile payment services were less 

successful and of the hundreds that launched most failed (Dahlberg et al., 2008:165). 

Currently, big tech companies like Google, Samsung, Apple and PayPal are able to 

dominate the market by integrating the mobile payment functions with the other services 

on the devices they already have on offer (Muchmore, 2018).  

South Africans have had access to Internet banking since 1996, which has made banking, 

including access to credit, much easier (Singh, 2004:190; Maduku, 2013:77). However, 

the adoption of electronic banking has been somewhat lagging in South Africa, with only 

2.3 million out of 36.8 million adult South Africans with formal bank accounts using online 

banking. One of the biggest deterrents of online banking is fraud (Mujinga et al., 2018:2). 

The most frequent types of banking fraud are phishing attempts and sim-swaps, where 

criminals gain control over the victim’s bank account and debit order fraud where criminals 

load unauthorised debit orders onto the victim’s account (Vermeulen, 2018; Ismail, 2017). 
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Credit card fraud rose from R434 million in 2016 to almost R437 million in 2017 (Dano, 

2018). 

2.6 CREDIT IN SOUTH AFRICA 

South Africans are renowned as big spenders, living on credit and not saving enough for 

the future (Thomas, 2015). South Africans are counted as the most indebted nation in the 

world, with 86 percent of South Africans having some kind of debt (Ferreira, 2017). The 

South African government is also deeply indebted and government debt is close to R3 

trillion and interest repayments are close to R150 billion a year (Anon., 2018g; Maynard, 

2017). Access to credit by lower income earners and people from previously marginalised 

population groups led to a significant growth in credit consumption (Schussler, 2011; 

Hurwitz & Luiz, 2007:128). This increased credit consumption led to an increased 

spending of 375 percent between 1994 and 2008 when the global recession struck and 

credit controls became much stricter. This translates into an increased spending of 78 

percent at real prices, accompanied by a 44 percent increase of consumer indebtedness 

(Jacobs & Smit, 2010:11). A significant part of the increase occurred between 1994 and 

2002 and provided a very positive stimulus for economic growth but with the downside 

that it occurred at the expense of household saving (Prinsloo, 2002:63).  

During its peak, just before the 2008 financial crisis, household debt as a percentage of 

disposable income reached a high of 82 percent but then declined, mainly due to the 

implementation of the NCA (34 of 2005) (South African Reserve Bank, 2010). The NCA 

did not completely slow down borrowing and record low interest rates caused debt to 

grow from R550 billion in 2007 before the recession to R1.6 trillion in the first quarter of 

2015. This does not reflect loans between individuals, as many South Africans are turning 

to friends, family and private micro-lenders, further fuelling the debt crisis (Anglo 

American, 2016). The reason why people are using alternative sources for loans is to be 

found in the NCA. Formal sector lenders are now required to run checks to determine if 

borrowers can afford to repay a loan. If borrowers cannot afford the loan, then they often 

turn to other sources (Dirk, 2014). 

According to the 2017 Credit Bureau Monitor, of the 24.68 million South Africans who are 

credit-active, approximately 19 million were in arrears on one or more of their accounts 
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and approximately 14 000 applied for debt review each month (National Credit Regulator, 

2017). Credit and store card debt for which payments have been due for 120 or more 

days is estimated at almost R18 billion (Smith, 2018a). The household debt to disposable 

income ratio was 71.4 percent at the end of 2017 and stood at R1.69-trillion with some 

workers spending more than 75 percent of their net salaries on debt instalments (Ferreira, 

2017; Anon., 2016a).  

Moreover, South Africans are not saving money. High unemployment, low growth in per 

capita income and low productivity, contribute to a low domestic saving rate, which has 

declined from 24 percent before 1990 to 16 percent in 2015 (Ndweni, 2015). The net 

saving ratio (household saving as a percentage of disposable income) has dropped to -

2.3 percent, which means that people are dipping into their savings to fund spending 

(Thomas, 2015).   

According to the National Credit Regulator (2017): 

 By March 2017, 24.68 million South Africans held 82.43 million accounts, a 

decrease of 3.0 percent from 2016. 

 76.1 percent of these were classified as in good standing. 

 68.8 percent of accounts were classified as current. 

 7.3 percent were behind on one or two instalments. 

 17.8 percent had missed three or more instalments. 

 4.6 percent had adverse listings. 

 1.5 percent had judgments or administration orders. 

Figure 2-1 illustrates the status of South African consumers’ credit accounts. 
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Figure 2-1: Status of South African consumers’ credit accounts  

Source: National Credit Regulator (2017) 

The information in Figure 2-1 suggests that South Africans are spending more than they 

earn. This has dire consequences for people who are unprepared for unexpected 

economic hardships and pensioners who are not prepared for their retirement (Thomas, 

2015). According to statistics from debt counselling companies, men are more likely than 

women to become over-indebted (Ndlendle, 2017). However, as a group, single women 

are struggling the most, often trapped in poverty, over-indebted and struggling because 

so many are both single parents and sole breadwinners (Lombard, 2018; Anon, 2018h).   

2.7 SOURCES OF CREDIT 

According to the National Credit Regulator (2018), there are more than 6 000 registered 

credit providers in South Africa. A credit provider is defined as: 

 A party that provides goods or services in terms of an instalment agreement. This is 

a sales agreement in which the goods or services are delivered immediately but the 

purchase price is paid over time in instalments.  
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 A person that allows consumers to pawn goods for money or services. Money is lent 

to a person who gives an item as security for payment. 

 A party that provides credit to consumers. Any party that lends money to consumers 

with the agreement that it will be repaid in future with added interest. This includes 

banks, micro lenders and credit card facilities. 

 A party that gives consumers a mortgage such as a home loan. This is a loan 

secured against an asset, which is forfeited if the loan is not repaid (Anon., 2018a). 

Credit providers provide secured and unsecured loans. Secured loans are backed by an 

asset that is collateral for the loan, such as a home loan. Unsecured loans are made 

based on the borrower’s credit history and income; for example, personal loans or credit 

cards (Irby, 2016). Unsecured loans, including “short-, intermediate- and long-term credit 

extended to individuals through regular business channels, usually to finance the 

purchase of consumer goods and services or to refinance debts incurred for such 

purposes” (Liao & Liu, 2012:1263). According to Old Mutual financial services (Old 

Mutual, 2018a), there are advantages and disadvantages to each, as outlined in Table2-

2. 

Table 2-2: Secured and unsecured loans 

Advantages Disadvantages 

Secured loans  

Easier to obtain Asset could be forfeited 

Can be restructured and used to consolidate 
debt 

Longer repayment periods increase the 
amount of interest repaid 

Lower interest rates  

Unsecured loans  

Useful for emergencies Higher interest rates 

Can be used to cover expenses Stricter requirements based on income 

Source: Old Mutual (2018a) 
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There are also two other major distinctions, namely instalment and non-instalment credit. 

Instalment loans, also known as closed-end credit, must be repaid in a specific number 

of equal payments; examples are home loans and car loans. Non-instalment loans, also 

known as open-ended credit, are extended in advance of any transaction and consumers 

do not have to reapply before each transaction. The resulting debt can either be repaid 

in full or through a series of equal or unequal payments, usually monthly. Credit cards are 

an example of non-instalment loans (Chien & Devaney, 2001:165). 

The amount of credit that is available to a person, as well as the interest rate that will be 

charged, is based on their credit rating. This is done by calculating their Fair, Isaac and 

Company (FICO) score. According to O’Neill (2010:59), FICO scores are determined by 

looking at factors such as: 

 Previous payment history: The most important factor looking at the history of on time 

payment. 

 Amounts owed relative to credit limits: Also called a credit utilisation ratio, this 

examines how much of the maximum credit available the consumer has used. 

 Length of credit history: People who have longer credit histories receive higher 

scores. 

 Types of credit used: Consumers who use more than one type of credit score higher. 

 New credit: If a consumer recently applied for a number of new credit lines, it will 

lower the score. 

A 2015 report on South African consumer credit revealed the average South African 

borrower was 42 years old, had a monthly income of R13 147 and a credit score of 618 

(high risk). In addition, 41 percent of the 22.5 million South African consumers who used 

credit in 2015, was considered a very high risk (Anon., 2015e). 

Research by the National Treasury and Financial Services Board (FSB) found that 

contrary to the NCA, many credit providers:  

 do not check whether clients are able to afford credit,  

 fail to disclose hidden costs or the total cost of credit over the full period,  
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 encourage consumers to spend more than they can afford,  

 discourage price comparisons,  

 charge higher premiums on life cover than they should (Du Preez, 2014).  

In answer, the government amended the NCA and now requires lenders to check 

consumers’ bank statements, outstanding debt and expenditure before lending money 

(Dirk, 2014). Figure 2-2 illustrates the types of credit used. 

 

Figure 2-2: Types of credit used, by total value  

Source: Momentum South African Household Wealth Index Q1 (2017) 

As shown in Figure 2-2, mortgages constitute the majority of credit usage. 

The following section includes a discussion of the most prevalent credit providers and the 

types of credit relevant to the target population of this study. 

2.7.1 Banks 

The primary function of a bank is to collect surplus funds in the form of deposits and then 

distribute these funds in the form of loans to those in need (Gobat, 2012). Loans are in 
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the form of secured and unsecured credit. Secured credit loans are loans made against 

an asset of the debtor, which the bank may sell if the debtor defaults while unsecured 

loans are not attached to any asset (Caldwell, 2014; Pritchard, 2014).  

The South African banking system is well developed and compares favourably to those 

in industrialised nations, ranked third out of 148 in the World Economic Forum Global 

Competitiveness Survey (Banking Association of South Africa, 2014:1). The South 

African banking sector is made up of a total of 35 banks in the South African, 10 are 

locally controlled, six are foreign controlled, 14 are branches of foreign banks, three are 

mutual banks and at least two are under liquidation. There are also 38 authorised foreign 

bank representatives active in South Africa (Simatele, 2015:818). The four major banks 

that dominate the South African financial landscape are ABSA, FNB, Nedbank and 

Standard bank, along with the two smaller banks, namely Capitec and Investec (Steyn, 

2016). Today, as many as 36.8 million adult South Africans have formal bank accounts 

and 2.3 million South Africans use online banking (Mujinga et al., 2018:2). Research into 

the banking behaviour of Generation Y revealed 82 percent of 18 – 24-year olds have 

bank accounts and primarily use cell phones and Automatic Teller Machines (ATMs) to 

access their money (McDonald, 2015). 

The banking industry is a highly competitive and ever-changing environment due to 

factors such as government regulation, a growing middleclass and technological 

innovation (Harris, 2013; Singleton & Verhoef, 2010:536). The South African banking 

sector weathered the 2008 financial storm by maintaining strong fiscal stabilisation 

policies; however, it has since suffered due to low economic growth (Du Toit & Cuba, 

2017:436). Banks provide various forms of credit as discussed below. 

2.7.1.1 Credit cards 

Credit cards are a form of unsecured, non-instalment credit (Chien & Devaney, 2001:165; 

Irby, 2016). A credit card is a payment card in which the issuer pays a merchant for goods 

and services based on the holder's promise to repay the issuer for them some time in the 

future. The holder has a revolving account and a line of credit on which he or she has to 

make monthly payments and the issuer charges the holder interest on the amount 

outstanding (O’Sullivan & Sheffrin, 2003:261). Close to 9 million credit cards are in issue 
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in South Africa (Kearney, 2016). South Africans spend R26 billion a month with credit 

cards and collectively owe R108 billion (Groenewald, 2018; Nhlapo, 2018). A growing 

number of these being students who are increasingly being targeted, not only for student 

loans but also student-specific credit cards on offer to entice prospective young clients 

(Goko, 2013). The 5th Annual Student Village Student Spend Report found that 29 

percent of students had credit cards in 2017 (Anon., 2017), significantly lower than the 

45 percent reported in 2012 (Goko, 2013).  

2.7.1.2 Vehicle loans 

Consumers buy cars from car dealers, which are financed by banks and are often repaid 

over 72 months (Lamprecht, 2014). According to Statistics South Africa, 4.8 million South 

Africans own one or more cars and new car sales continue to grow despite challenging 

economic conditions (Omarjee, 2018). South Africans currently have R383 billion worth 

of vehicle loans, with almost R3 billion being in arrears (Groenewald, 2018).  

2.7.1.3 Personal loans 

A personal loan is an unsecured debt in which the financier loans money to a person to 

be repaid over a certain period in fixed instalments, including interest. Owing to the 

increased risk of an unsecured loan, the interest rate is usually higher than the interest 

charged on a secured loan, like a home loan (Momentum, 2018). South Africans have 

personal loans to the value of R245 billion (Groenewald, 2018). Personal and short-term 

‘pay-day’ loans make up almost 59 percent of unsecured credit in South Africa (Anon., 

2018d). The 2017 Old Mutual Millennial report found that 64 percent of people belonging 

to Generation Y, compared to 14 percent among previous generations, had a personal 

loan and 35 percent compared to 13 percent of their income was spent on servicing the 

interest on debt (Old Mutual, 2018b).  

2.7.1.4 Home-loans/long-term loans/bonds 

A home loan or bond is a long-term secured debt with fixed repayments. The holder of 

the bond retains the right to the property until the debtor has repaid the principal amount 

as well as the interest on the loan (O’Sullivan & Sheffrin, 2003:197). Home-loans are not 

a type of consumer debt but are discussed shortly because they are the largest type of 
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credit by value and home-loans influence the ability of consumers to obtain more debt 

(Liao & Liu, 2012:1263). According to Ferreira (2017), home-loans are considered a 

wealth-creation type of debt as the value of the house or fixed asset will generally 

appreciate. South Africans owe R807 billion on home-loans (Groenewald, 2018). Home 

loan approvals reached 77 percent in 2018, the highest since the introduction of the NCA. 

The average home price was R1.2 million, while the average first-time home buyer paid 

R900 000 (Anon., 2018e). 

2.7.1.5 Student loans 

Although students credit use is lower among working consumers, students are an 

important market segment to credit providers looking to build brand loyalty early on and 

because of students' role as early-adopters and trendsetters (Anon., 2013; Nga et al., 

2011:245; Noble et al., 2009:617; Mansfield & Warwick, 2000:617). Student loans are 

unsecured bank loans to students to pay for tuition and costs associated with their 

studies, usually offered at a lower interest rate than credit cards and other forms of credit 

(Javine, 2013:368). Only interest is paid until the student finishes his or her studies, after 

which the capital also needs to be repaid. Student loans are repaid in four to five years 

and a parent or sponsor is expected to sign as surety. While interest on a personal loan 

can be as high as 28 percent (based on the individual credit risk of the client), students 

generally will be charged interest rates of prime to prime plus six percent, much lower 

than that charged on personal loans (Fisher-French, 2017).  

2.7.2 Retailers and service providers  

Store cards are payment instruments that also serve as a source of financing. It can only 

be used at stores affiliated with the issuer and is used by stores to increase sales and 

attract customers (Lee & Kwon 2002:240). In-store cards include cards typically offered 

by retailers like Woolworths, Edgars, Ackermans and Foschini, which enable customers 

to purchase items over a fixed period, paying a monthly instalment but at a high interest 

rate (Anon., 2018b). Very often, these store cards also have a loyalty scheme, which 

rewards users for repeat purchases and encourages loyalty to the store or group in that 

way (Anon., 2017b). Almost 3 million new store accounts are opened annually in South 

Africa, with an average current balance of R2 836. Generation Y consumers have on 
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average three cards with a total balance of R2 655 (Anon., 2018b). Store card prevalence 

in 2018 is outlined in Table 2-3. 

Table 2-3 Store card prevalence in 2018  

Age Average number of Store 
cards 

Average total balance 

18-29 2.8 R2,655 

30-39 4.54 R4,209 

40-49 3.11 R5,494 

50-59 1.67 R6,100 

60-65 0.36 R5,632 

65+ 0.24 R3,932 

Source: Anon. (2018b) 

2.7.3 Microfinance 

Microfinance refers to the supply of financial services, often small, unsecured loans, to 

poor individuals or groups of individuals that often do not have access to formal financial 

services and often plays a critical role in the informal economy, by providing loans to the 

informal sector (Mogale, 2007:346). One of the largest problems that necessitated the 

creation of the NCA was the emergence of an unregulated micro-lending industry, which 

took advantage of loopholes in the then existing legislation and lent money at extravagant 

interest rates (Kelly-Louw, 2008:200). Some of the problems that plague the industry 

include charging 30 percent interest a month, confiscating ID books and debit cards and, 

in some instances, micro-lenders have been found to deduct emolument attachment 

orders of almost half the salary of the indebted, in contravention of the NCA stipulations 

(Ryan, 2017; Hartley, 2015). Research found that there are an estimated 40 000 

Mashonisas or illegal micro credit providers in the country who do not comply with the 

NCA (Hlatshaneni, 2018). Consumers were often placed in a position that forced them to 

take new loans to pay old loans, which further aggravated their financial problems and 

caused many people to become over-indebted, meaning they were unable to repay their 

loans, while interest charged on those loans increased their obligations (Stoop, 
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2009:368). This unending debt spiral created labour unrest such as the deadly labour 

unrest at Marikana as the salaries people earned became insufficient to meet their 

obligations (Anon., 2015c). Although the NCA did provide relief, almost 20 percent of 

South Africans borrowed from private informal lenders and up to 40 percent of people 

who use micro-lenders have done so to buy food and other necessities (Erasmus, 2015; 

Anon., 2015c).  

2.7.4 National Student Financial Aid Scheme (NSFAS) 

The National Student Financial Aid Scheme (NSFAS) was established under the NSFAS 

Act (Act 56 of 1999) to fund tertiary students in need. NSFAS funds 450 000 students and 

has a loan book of R24 billion (Gumede, 2016). From 2018, NSFAS has been providing 

free education to students whose parents earn less than R350 000 p.a. (Mabuza, 2018). 

This is largely the result of the countrywide demonstrations due to rising student fees 

during October 2014. Even after the government submitted to the students’ demands that 

fees should not be increased, the protests continued. Student complaints mainly centred 

on the assertion that NSFAS is not sufficient to meet their needs and that tertiary 

education should be free (Cele, 2016; Pretorius, 2016). The programme has also been 

plagued by several problems, however, as successful graduates are failing to repay their 

loans and corruption is rife with recipients selling book vouchers for cash (Badenhorst, 

2018; Gumede, 2016).  

2.7.5 Cell-phone contracts 

The value of cell-phone contracts is often underestimated. Vodacom has 5.4 million post-

paid contract subscribers, MTN 5.5 million and Cell C 1.5 million (Vorster, 2018; Liang, 

2018a; Liang, 2018b). South Africans bought 3.2 million smartphones during 2017 and 

research shows that the average township household spends an estimated R350 to R400 

per month on cell-phone airtime and data (Anon., 2018f; Anon., 2017a). This is a 

significant expense when the average household income is only R8 600 per month and 

for the 21 percent of South African households for whom the main source of household 

income is grants (Merten, 2016; Anon., 2016b).  
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2.7.6 Loans from family and friends 

The financial position of many South Africans is dire and seven out of ten middle class 

consumers claim that they are financially distressed (Anon., 2017c). Many turn to banks 

and micro lenders or get a second job if they are able to. A recent study by Old Mutual 

found that more than a third of the participants had a secondary job, many of them out of 

need (Mdaka, 2017). This is not enough though and up to 71 percent of South Africans 

turn to family and friends to borrow money, not only because it is easier and cheaper but 

also because many are over-indebted and credit providers are unable and unwilling to 

extend them any more credit (Anglo American, 2016; Erasmus, 2015; Dirk, 2014).  

2.8 OVER-INDEBTEDNESS AND THE NATIONAL CREDIT ACT 

The changing perception of debt and the factors that correlate with individual debt has 

been the subject of research since the 1940s (Lea et al., 1995: 683). The uptake of credit 

has increased over the past two decades due to the increased liberalisation of credit. This 

has led to a reduced credit constraint on households, reduced deposits for first time home 

buyers and increased availability of collateral backed loans. This, in turn, has led to an 

increased average propensity to consume (Aron & Meullbauer, 2013:162-163). 

Coinciding with the increase in credit was the feeling that consumer credit should not be 

restricted and that access to credit should not be limited on behalf of those few who would 

be unable to manage their own credit (Ironfield-Smith et al., 2005:134). That being said, 

getting out of debt is not an easy proposition for many. Many consumers have multiple 

credit lines and are unable to repay each of them timeously (Kettle et al., 2016:461). This 

has led to a dramatic and global increase in personal bankruptcy and blacklisting 

(Livshits, 2015:594). 

Being blacklisted is the result of late payments, missing payments, not paying at all or 

avoiding credit providers. This information is stored electronically and may negatively 

impact future finance, interest rates or applying for a job or rental contract (Barry, 2014). 

This has prompted the South African government to take steps to help blacklisted 

consumers by wiping clean adverse credit information on blacklisted consumers (Ensor, 

2013). According to Mawson (2015) the credit amnesty did not expunge existing debt but 

only cleared information that classified consumers as “delinquent, default, slow paying, 
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or absconded” and enforcement action like “handed over for collection, legal action or 

write-off”. However, many of those whose records were cleaned have incurred negative 

listing again, raising doubts about the effectiveness of the amnesty. 

The other major action that the government took to assist consumers and regulate the 

business sector was through the creation of new legislation, namely the NCA. Some of 

the problems identified that government hoped to address included outdated and 

uncodified legislation, high cost and limited access to credit, vulnerable and uninformed 

consumers being taken advantage of, reckless granting of credit and unethical debt 

collection (Kelly-Louw, 2008:200). These problems were addressed in the NCA (34 of 

2005), which was enacted to protect debtors and to enable the government to regulate 

credit givers effectively. The NCA applies to all natural persons regardless of the amount 

of debt, which is different from other countries where similar laws have certain 

requirements in terms of the amount of debt (Otto, 2010:271).  

The main objectives of the Act are:  

 To promote a fair and non-discriminatory credit marketplace 

 To provide regulation of the credit industry and credit information 

 To establish the National Credit Regulator and National Consumer Tribunal  

 To improve access to credit for consumers and improve the standard of information 

provided 

 To promote black economic empowerment and ownership within the credit industry  

 To prohibit unfair practices within the credit industry and the marketing of credit 

products 

 To promote responsible lending by credit providers in order to avoid over-

indebtedness and reckless credit granting 

 To seek to address consumer indebtedness by introducing debt counselling and 

debt restructuring 

 To regulate credit providers, credit bureaus and debt counsellors (National Credit 

Act, 2005). 
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In terms of the NCA, the office of the National Credit Regulator was created and tasked 

with receiving and investigating complaints and reporting to the government. The 

Regulator also endeavours to educate, inform and empower consumers and protect them 

from unscrupulous credit providers. This is done in various ways such as the requirement 

that credit providers now provide consumers with a breakdown of costs, including fees, 

commissions, total interest, as well as the total amount to be repaid for the term the 

finance is given (Stoop, 2009:277; 374).  

Aside from the financial implications of over-indebtedness, over-indebtedness may also 

lead to negative psychological effects. This includes decreased confidence related to 

managing one’s money, lower self-esteem, decreased sense of financial well-being, 

lower productivity and higher levels of overall stress. It may also cause negative emotions 

such as anxiety, worry and depression and increased debt has also led to increased 

consumer debt stress (Dunn & Mirzaie, 2015:201; Shapiro & Burchell, 2012:2; Furnham, 

2006:185). In a study by Garman et al. (1999:167) on stress amongst consumers 

experiencing financial problems, participants reported symptoms like disturbed sleeping 

patterns, changes in eating habits causing either an increase or decrease in weight, 

increased alcohol consumption and neglecting either their parents, partners or children.  

Lea et al. (1995: 682) found certain psychological factors, other than income, determine 

how well households deal with debt. These factors include: 

 Social support for debt: Debt has lost its negative connotation and a culture of 

indebtedness has made debt more socially acceptable. 

 Economic socialisation: Cultural norms are shaped by experiences within families 

and people’s credit use tends to correlate with those of their parents. 

 Social comparison: The phenomena of “Keeping up with the Joneses” or comparing 

oneself to others with more economic resources and feeling entitled to enjoying the 

same leads people to outspend their income.  

 Money management styles: Weak money management, lack of financial knowledge 

and understanding. 

 Consumer behaviour: Inappropriate purchasing patterns such as treating status or 

luxury items as necessities. 
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 Time horizons: People with a higher “subjective discount rate” are less able to defer 

gratification. A subjective discount rate refers to perceiving future costs and benefits 

as less valuable than present (Daly & Farley, 2011:190).  

 Attitudes: A correlation exists between people’s attitude towards debt and their debt 

behaviour. 

 Locus of control: People with a strong external locus of control are more likely to get 

into debt (Lea et al., 1995: 682).  

Similarly, Lunt and Livingstone (1991:622, 624) found that psychological factors can have 

as much of an influence in debt management as economic factors. The psychological 

factors that influence savings intentions are self-control, fear of economic uncertainty and 

pessimism about the economy. Self-control and delayed gratification are often more 

prevalent in older, well-educated, mid- to upper-class individuals and those who earn 

more and who have higher levels of education saved more than the less educated. 

2.9 STUDENTS AND MONEY 

Apart from a higher future earning potential, students are an attractive market for credit 

providers because there is a fresh market of students to target each year and students 

tend to remain loyal for years after deciding on a credit provider. At the same time, 

students are also seen as vulnerable consumers who get pushed into debt with easy 

credit because they have little experience and knowledge about credit and are thus 

unable to evaluate and compare complex product offerings (Bevan-Dye et al., 2009:176; 

Braunsberger et al., 2004:358). Their spending habits and attitude towards money and 

debt are often shaped by having received greater financial support during childhood from 

indulgent parents (Kim & Jang, 2013:3; Kirkcaldy & Furnham, 1993:1079). As such, 

marketing credit to students has led to higher levels of personal debt as well as students 

getting into debt at younger ages (Rivard, 2002:17). In later life, those Generation Y 

members who decided to study and used student loans are more likely to find themselves 

in financial distress, especially if they did not complete their studies (Bricker & Thompson, 

2016: 672).  

South Africa has one of the most unequal societies in the world and although many 

Generation Y students were born after the fall of apartheid, they are not yet free from 
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poverty and inequality (Posel, 2010:158). One of the reasons for this is growing 

unemployment. According to the expanded definition of unemployment, the 

unemployment rate in South Africa is 36.6 percent (Peyper, 2017). Considering that many 

young people are still studying, 30 percent of South Africa’s 10.3 million youths were not 

in employment, education or training in 2017 (Van der Merwe et al., 2018). Many youths 

are not only unemployed but also unemployable due to a range of socio-economic factors 

such as low levels of education, little work experience and not having the literacy, 

numeracy and communication skills needed in the labour market (Cassim & Oosthuizen, 

2014). Of the more than a million children who started school in 2002, only 571 819 (57 

percent) made it to matric in 2014 (Govender, 2016). This is due in part to the state of the 

South African primary education system, with between 75 percent and 80 percent of 

schools classified as dysfunctional and/or failing to impart the necessary skills to students 

(Wilkinson, 2015). Only 12 percent of students who start school will have access to 

university (Spaul, 2016).  

South Africa has 26 HEIs, which are classified as traditional universities, universities of 

technology and comprehensive institutions. Together, they serve approximately 1 000 

000 students, according to the Council of Higher Education (Anon., 2018i). Among those 

Generation Y students who do manage to enter tertiary educational institutions, the 

completion rates for diplomas and certificates is only 47.8 percent and 61.6 percent for 

degrees (Jeynes, 2016). Of those youths who do manage to obtain some form of 

qualification, only about 6 percent of graduates and 18 percent of those with other tertiary 

qualifications are unemployed (Skosana, 2018; Spaul, 2016). This may be one of the 

reasons that fake degrees have taken on such huge proportions that a law to combat this 

phenomenon is now being considered (Mkhwanazi, 2018).  

South Africa has one of the highest rates of public investment in private and public 

education in the world, at around 7 percent of GDP, or 20 percent of total state 

expenditure but, unfortunately, it is not enough (Anon., 2015a). Tertiary education 

competes for funding with other government projects and student fees are levied to 

finance the shortfall (Johnston & Barr, 2013:168). Prospective students who cannot afford 

tuition are not without options, however, South Africa, like most other countries, also 

indirectly fund universities by providing financial aid to students either in the form of 



 

44 

bursaries or loans and, in addition, students are able to get student loans and credit cards 

from banks (Javine, 2013:368; Booij et al., 2012:34).  

The South African government initiative to increase student funding is called the NSFAS. 

A student loan or bursary from NSFAS covers tuition fees at any of the 26 public 

universities in South Africa. The costs include tuition fees, residence or private 

accommodation costs, food, books and travel. This loan must be repaid to NSFAS after 

completion of the degree and interest is charged 12 months after a student has completed 

his or her studies by either graduating or dropping out (Patel, 2016).  

Student debt and protests are not unique to South Africa. This is a global phenomenon 

and with increased levels of students’ debt in many countries across the world, student 

debt has become an increasingly contentious issue (Usher, 2005). This is mainly due to 

students’ belief that borrowing to fund education is a good investment, with long-term 

rates of return that exceed the cost of borrowing for most and the perception that a degree 

is essential for entry into lucrative non-manual careers (Walker & Zhu, 2011:1178). A 

study among nursing students in New Zealand found that 92 percent of the participants 

had some form of student debt, with 85 percent having a government student loan (Moore 

et al., 2006). The total student debt in New Zealand surpassed $14 billion and New 

Zealand also experienced student protests against a government budget that hinders 

public access to universities. What began in 2011 as a series of protests and occupations, 

erupted into barricades of the streets in central Auckland in 2012, all demanding an end 

to rising fees and indebtedness (New Zealand Treasury, 2014; McMahon, 2012). In the 

USA, students attending the Million Student March demanded a US$15 minimum wage 

for students, free tuition at public universities and the abolition of student debt (Mulhere, 

2015). 

Although research by Tumen and Boaz (2008) suggest that loan schemes are not a 

barrier to participation in tertiary education, it has also been claimed that student loans 

have minimal effect on participation in tertiary education (Biggar & Butterworth, 2002; 

Fletcher, 2002; Gill et al., 2001). Research suggests that student loans alone may not 

produce the desired effect of increased participation and graduation rates (Heller, 2008, 

Dwyer et al., 2012). This means that simply continuing to increase the number of loans 

available to students may not produce the desired effects and other complementary 
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financial aid policies may be necessary (Elliott & Lewis, 2013:353). Excessive student 

loans may also have a negative effect with research showing that more students drop out 

due to debt than due to academic failure. Research shows that loans combined with 

grants have a more positive effect on student retention than loans only (St. John et al., 

2001:414; Mansfield & Warwick, 2000:619). 

2.10 INFLUENCE OF NON-ECONOMIC FACTORS ON CREDIT USE 

People cite various reasons for using credit, including using credit cards and store cards. 

Some people feel that it is safer, some feel that it is more convenient or gives them a 

record of purchases and credit is also often used for emergencies. From a functional 

perspective, however, the uses of credit can be narrowed down to obtaining cash, paying 

for goods and services or as a source of revolving credit (Lindsey, 1994:12). There are, 

however, several other important factors at play such as financial literacy, culture and 

attitudes. 

Financial literacy is a grouping of resources, skills and prior knowledge used to effectively 

manage information and make decisions with an understanding of the financial 

consequences of that decision (Cude et al., 2006:103). Financially-literate individuals 

make better financial decisions and are better able to create a well-secured financial 

future while adding value to their own personal financial life and to those of their families 

and the community (Hilgert et al., 2003:309). Furthermore, financially-literate individuals 

are well-informed on the issues of financial management such as assets, banking, 

investments, credit, insurance and taxes and financial literacy can improve financial 

inclusion and financial behaviour (Rootman & Antoni, 2015:474; Hogarth, 2002:14). A 

lack of financial literacy and skills often results in harmful financial decisions and, 

ultimately, results in high financial debt and severe credit card usage (Boon et al., 

2011:151; Sabri et al., 2012:156). The low level of financial literacy worldwide has 

received increasing attention and thus the effect thereof on financial decision-making has 

increasingly become the focus of academic researchers.  

According to Tang and Baker (2016:165), the study of financial literacy can be divided 

into objective financial knowledge (what a person actually knows) and subjective financial 

knowledge (what a person believes he or she knows). Subjective financial knowledge is 
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important because a positive self-perception of knowledge will influence the confidence 

a person has making financial decisions and taking risks. Xiao et al. (1995:155) indicate 

that students often know general facts about money but not the specifics. South African 

youths tend to turn to their families for financial advice rather than financial institutions, 

which may exacerbate the effects of bad financial choices (McDonald, 2015). Even 

students who never talk to their parents about money may learn from them by watching 

and listening to their parents talk and examining the financial decisions they make (Britt, 

2016:543).  

Lown (2011:54) asserts that financial information and education alone are not sufficient 

to change financial behaviour. Studies indicate that self-esteem and a positive self-

perception of one’s financial knowledge level plays a significant part in financial 

management decisions (Tang & Baker, 2016:164). Hayhoe et al. (1999:654) found that 

preventative financial education did not significantly change credit use since students only 

started to respond to financial education after they have accrued significant debt. This 

suggests that more research is needed to identify potential causes of student credit use 

so that effective prevention programmes can be designed and implemented (Adams & 

Moore, 2007:101). 

These potential causes of credit use include attitudes or characteristics that influence a 

person’s propensity towards credit use. These causes are not always rational but very 

often governed by emotional factors, which Forman (1987:2028), in his pioneering work 

on the connection between money and psychology refers to as “powerful and often 

unrecognised emotional forces”. A great deal of this research has focused on materialism, 

self-esteem and lack of self-control. Material possessions give the owner a feeling of well-

being, security and happiness, especially among younger consumers. Researchers have 

found a positive relationship between materialism and compulsive buying and failures in 

self-control. This leads individuals with higher levels of materialism to spend more on 

luxury and unnecessary items, which may hold negative financial consequences if the 

increased spending is funded by debt. Self-esteem also influences delaying gratification 

and impulsiveness. Therefore, a lack of self-esteem may encourage harmful financial 

decisions (Khare, 2014:30; 31; Kim, 2013:759; Wang et al., 2011:179; Joji & Raveendran, 

2007:550; Watson, 2003:723-739).   
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2.11 CONCLUSION 

Consumers’ attitude towards credit use has shifted over the last century. Where credit 

was once avoided, using credit to finance expenses is now normal and, consequently, 

many consumers have become deeply indebted. It is not only in Western countries that 

the attitude towards debt has shifted. While the USA still has the highest levels of 

consumer debt, consumer debt in developing countries is also growing. The availability 

of credit has had many benefits. Credit increases demand for consumer goods and 

stimulate growth. It enables entrepreneurs to start new businesses and allows students 

who cannot otherwise afford it to study.  

South Africa has a well-developed financial sector with the banking sector ranked third 

out of 148 in the World Economic Forum Global Competitiveness Survey. In addition, 

retailers and the micro-finance sector also offer loans to consumers, although often at 

higher interest rates than banks. This easy availability of credit contributed to South 

African consumers becoming among the most heavily indebted in the world. Another 

reason for the high levels of consumer debt is that many consumers lack the knowledge 

and experience to make prudent financial decisions. Research to determine the financial 

literacy rate in different countries rated South Africa as having the lowest financial literacy 

rate in the world (Jappelli, 2009:436).  

To protect consumers from both themselves and unscrupulous credit providers, the South 

African government enacted the NCA. While the NCA has been successful in curbing the 

worst excesses and even provided some protection to South Africa during the 2008 

financial crisis, it has not prevented or slowed credit use by consumers. Almost 25 million 

South Africans, eight million more than the total number of employed people in South 

Africa, use credit while seven out of ten middle class consumers are financially distressed.  

South African students, like other students all over the world, have also become more 

indebted. Not only are students using credit to finance their studies, they also use loans 

to maintain a lifestyle they feel entitled to but usually cannot afford with the expectation 

that their higher future earning can be used to repay the debt the make as students. As 

such, not only do Generation Y students grow up in households where credit use is 

normal, their own credit use during their student years helps them to grow accustomed to 
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being in debt. There are many other factors, which contribute to credit use. The next 

chapter will examine the environment that shaped the Generation Y cohort and the 

attitudes towards material possessions and credit use that consequently developed. 
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CHAPTER 3 

ATTITUDES THAT INFLUENCE CREDIT USE 

3  

3.1 INTRODUCTION  

From an economic viewpoint, individuals are usually regarded as rational decision makers 

who always seek to increase their wealth and maximise the utilities generated from 

money (Finn, 1992:658). This is, of course, a very simplistic view, as several other factors 

exist that influence consumer behaviour, besides accumulating wealth such as status and 

prestige considerations (Kim & Jang, 2013:39). These factors affect individuals’ attitudes 

toward money and their decisions and behaviours involving money, making the symbolic 

meaning of money as important an aspect of money as its economic value (Medina et al., 

1996:143). These attitudes towards money and debt are generally shaped by a person’s 

experiences during their formative years (Kirkcaldy & Furnham, 1993:1079). Previous 

studies have shown that conditioning and factors such as lifestyle, upbringing and family 

structure determine how people think and behave as well as their attitudes towards 

money and possessions (Rindfleisch et al., 1997:320; Kirkcaldy & Furnham, 1993:1079). 

These are not the only factors at play, given that emotions, self-esteem and self-control 

also play an important part, especially in relation to non-essential consumption and 

purchasing decisions (Rindfleisch et al., 1997:320).  

The economist and sociologist Thorstein Veblen (1857–1929) was one of the first people 

to develop a theory around the emotional value of spending. Veblen introduced the 

concept of conspicuous consumption in his 1899 book, The Theory of the Leisure Class: 

An Economic Study in the Evolution of Institutions. In it, he attempts to describe how the 

nouveau riche (newly rich) social class who emerged during the Second Industrial 

Revolution (ca. 1860–1914) spent lavishly on visible goods to prove that they were 

prosperous (Ordabayeva & Chandon, 2010:48). In the social and historical context, the 

term conspicuous consumption was narrowly applied to describe members of the upper 

class who applied their great wealth as a means of publicly manifesting their social power 

and prestige, be it perceived or real (Charles et al., 2009: 426). The importance people 
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attach to material possessions is still studied today as it influences the way people 

interpret their environment and structure their lives (Richins, 2004:209).  

 

This also applies to Generation Y who, having grown up in a materialistic society, are 

even more driven to use status consumption to display wealth and are always open to 

new conspicuous products as a means of self-expression (Kim & Jang, 2013:39).  

Research indicates that psychological factors and attitudes such as materialism, status 

consumption and impulsive buying can determine consumer spending and be used to 

predict consumer credit use (Chen, 2009:768; Fitzmaurice & Comegys, 2006:298; Chien 

& Devaney, 2001:163; Livingstone & Lunt, 1992:112). This chapter will first examine the 

world that shaped Generation Y and then how Generation Y relates to material 

possessions. It will then examine the effects of materialism, status consumption, social 

comparison, impulsive buying, attitude towards credit and money as a motivator on credit 

usage intentions amongst Generation Y students. These six constructs are strongly 

related but are measured using different scales (Kim, 2013:759).  

3.2 THE WORLD THAT SHAPED GENERATION Y 

Not all authors agree on when the Generation Y cohort starts. Depending on the author, 

Generation Y members were born anytime from 1977 to 1986. That being said, this study 

uses the definition proposed by the American sociologist, Markert, who asserts that 

Generation Y comprises individuals born between 1986 and 2005 (Markert, 2004:21). 

Similarly, not all authors use the same terminology to identify the cohort. Generation Y is 

often called Millennials but also “Next generation, Generation me, Echo boomers, 

Nexters, the Boomlet, Digital generation, Dotcom generation, Net Generation, N-Gens, 

Generation WWW, Digital natives, Nintendo generation, Sunshine generation, the Do or 

Die generation, the Wannabes, the Nothing is sacred generation, Cyber kids, the Feel 

good generation and Non-nuclear family generation” (Srinivasan, 2012:52). Most authors 

do agree that Generation Y members have been brought up in the age of globalisation, 

outsourcing, foreign investments, a global recession and a proliferation of information and 

technology. They are technologically adept and permanently connected to social media, 
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allowing them to voice their opinions. They are globally educated, confident, assertive, 

entitled, highly optimistic and idealistic (Edwards, 2017; Srinivasan, 2012:52). 

The idea of generational cohorts is based on the notion that important historical events 

and social trends experienced during a person's developmental years shape the 

prevailing attitudes and values of a generation and is the foundation for a generational 

consciousness (Schewe & Meredith, 2004:51). Hawkins et al. (2007:124) propose that 

individuals from each generation usually have similar attitudes, behaviours and values. 

Members of Generation X are the products of a period of economic and social instability. 

This led to them becoming individualists who embrace change, which impacted greatly 

on their attitudes towards career management and employee-employer relationships 

(Duh & Struwig, 2015; Codrington & Grant-Marshall, 2011:3). The Generation Y cohort, 

in turn, is often characterised as being well-educated, confident, independent and self-

reliant (Broadbridge et al., 2007:526). To understand the different generations and the 

often contradictory claims made about them, it is necessary to examine the world events 

that shaped them. Table 3-1 provides an indication of the factors that have influenced the 

different generations. 

Table 3-1: Milestones and characteristics of the various generations  

Generation Milestone Characteristics 

Veterans The Great Depression Dedication 

 World War I Sacrifice 

 World War II Respect for authority 

  Loyalty 

  Honour 

Baby Boomers Assassination of political icons Optimism 

 Civil Rights Movement Team orientation 

 Women’s Rights Movement Work for personal fulfilment 

 Cold War  
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Table 3-1: Milestones and characteristics of the various generations (continued 

…) 

Generation Milestone Characteristics 

Generation X HIV/AIDS Sceptical 

 Fall of the Berlin Wall Cynical 

 MTV Independent 

 Increased divorce rates Nonconformist 

  Informal 

Millennial/Generation Y The Age of Technology  Confident 

 Online social networking Demanding 

 Terrorism  Impatient 

 Natural disasters Lack of job loyalty 

 The obesity epidemic Social 

 Pop culture Diverse 

 Iraq War Educated 

Source: Weingarten (2009:28) 

The closing years of the 20th century, the years that Generation Y were born into and 

grew up in, were a period of turbulent change with two major developments that shaped 

the political, economic and social landscape of the 21st century. The first started with the 

symbolic dismantling of the Berlin Wall in 1989, which signalled the beginning of a new 

global economy and the end to the Cold War. This led to drastic economic restructuring 

to compete in the high technology global environment with significant shifts in the 

composition of the domestic economies. The second development was advances in 

information and communication technology such as the Internet, cell phones and social 

media that provide instant communication and access to information across the world 

(Virkar, 2015:2; McCready, 2011:12). Generation Y is the first generation that has never 

known a world without Internet and mobile technology. This, together with growing 

materialism and prosperity has led to most of them growing up owning computers and 

televisions and with easy access to the Internet (Grotts & Widner-Johnson, 2013:282; 
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Van Rooi, 2011:45). Many Generation Y consumers now consider cell phones and other 

electronics as basic necessities (Hawkins & Mothersbaugh, 2010:132). Therefore, 

Generation Y individuals have grown up in a period of economic growth supported by 

internationalisation and strong influences from different cultures (Parment, 2013:3). 

Generation Y is also the best educated and most culturally diverse generation in history, 

a combination that has made them more tolerant and open-minded towards different 

lifestyles and ideas (Noble et al., 2009:618). Consequently, Generation Y are very diverse 

in values and philosophies on the one hand while at the same time sharing some common 

traits and attitudes due to the global exposure to digital media driving homogeneity within 

Generation Y (Duffett, 2015:341; Van Rooi, 2011:45). According to the global teenager 

hypothesis, due to the homogenising effect of the Internet and television, there is greater 

similarity in values of teens from different countries, than between teens and older 

persons in the same country (Schaefer et al., 2004:399). This is also true in South Africa 

with the South African Generation Y displaying emerging-marketing youth characteristics 

in some aspects while behaving more like developed-market youths in others, such as 

how they spend their leisure time (Jordaan et al., 2011:3). 

Work-life balance is very important to Generation Y and research shows that they will 

change professions several times during their lifetime. They are also characterised as 

being multi-taskers, adept at leading groups and teams, wanting constructive feedback 

and praise and having a technology advantage (Frandsen, 2009:34; Carver & Candela, 

2008:984-991; Thompson, 2007:564-587; Weston, 2006:1-10; Wieck, 2005). Generation 

Y also expects more organisational accommodation and more freedom to follow their own 

ideas (McCready, 2011:12-15; Noble et al., 2009:625). 

Contrary to the hopes of earlier generations, Generation Y members were not spared 

hardship. Although parents tried to ensure their safety and security, Generation Y grew 

up exposed to drugs, violence and terrorism and they have witnessed several natural 

calamities including tsunamis and earthquakes (Hutchinson et al., 2012:444-450; 

Srinivasan, 2012:52). In some countries, Generation Y is the first generation to be worse 

off financially than the previous generation largely due to the 2008 recession, which hit 

Generation Y hard as well as higher property prices putting house ownership out of reach 

for many Generation Y consumers (Edwards, 2017).  
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3.3 GENERATION Y CONSUMERS 

“To have is to be” and conspicuous consumption is increasing with each new generation 

(Bakewell & Mitchell, 2003:97). Generation Y have grown up expecting immediate 

gratification and often spend money as fast as they acquire it (Xu, 2008:38). According to 

the Deloitte Millennial Survey (2014), Generation Y is quite different from other 

generations when it comes to work and spending: 

 Generation Y members understand each other better than other older generations 

do and marketing to Generation Y consumers should thus be done by Generation 

Y members. 

 Generation Y consumers are more resourceful and likely to find original and cheaper 

ways to solve problems. 

 Generation Y consumers grew up in the information age and are used to doing 

research. 

 Generation Y members are well connected, due in part to social media. 

 Generation Y members adapt to new situations faster and are not scared to try new 

ideas. 

 Generation Y members are natural problem-solvers and highly entrepreneurial. 

Generation Y members are also believed to possess a more aggressive materialistic 

consumer culture than previous generations and tend to finance their consumption 

through debt rather than savings (Bakewell & Mitchell, 2003:95-98). Generation Y spends 

more time online and less watching TV, reading newspapers or listening to the radio but 

they are still considered very knowledgeable and as trendsetters who conduct online 

research before making a purchase (Jordaan et al., 2011:2; 4). Advertisers thus see 

online advertising as an effective way of reaching Generation Y and online marketing 

income is growing at 25 percent per annum in South Africa (Duffett, 2015:337; 353). 

Marketers also believe that the drive for instant gratification leads Generation Y to 

succumb to advertising easier than previous generations (Xu, 2008:37). However, some 

research indicates that Generation Y consumers are often sceptical of traditional 

marketing and will rather look to their peers and social media for inspiration and advice 
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on what to buy (Chuah et al., 2014:534; Kotler & Keller, 2012:176; Bevan-Dye et al., 

2009:177).  

Generation Y is an expressive generation and are very concerned with their image. 

Clothes, piercings and tattoos are seen as ways of expressing themselves and they 

spend more on apparel than any other product category (Cronje et al., 2016:754; Williams 

et al., 2010:9; Crane, 2007:2). This is also true in South Africa. South African students 

reportedly spend 40 percent of their income on clothing, 20 percent on technology, 13 

percent on personal care, 12 percent on airtime and data and 7 percent on alcohol and 

pay TV respectively (van Zyl, 2017). Greater social pressure to conform and consume is 

a key driver of credit consumption among Generation Y for whom borrowing is now a way 

of life and since Generation Y students have easier access to credit they often accumulate 

unhealthy amounts of debt and develop irresponsible spending habits (Leclerc, 2012:149; 

Finney et al., 2007:34; 35).  

Parents are typically the primary caretakers and many students go through their tertiary 

education without taking any responsibility for their personal finances (Borden et al., 

2008:24). Generation Y individuals thus often lead a lifestyle that they would be unable 

to sustain without financial support (Kim & Jang, 2017:156). This lack of responsibility 

and experience often leads to unwise credit use (Sabri et al., 2012:153; Goldsmith & 

Goldsmith, 2006:55). In South African, students were spending between R32 billion and 

R41 billion per annum or as much as R32 000 per person, excluding tuition fees in 2017. 

Parents and family remain the main providers for students, with 85 percent of students 

reportedly receiving money from parents and family, 29 percent also receive income from 

full- or part-time work and 24 percent from bursaries and scholarships (Van Zyl, 2017; 

Vakil, 2017; Pather, 2014). Students also have a different attitude towards money and 

spending than previous generations. Research has shown that South African students 

are indebted and spend more than the average South African. This is concerning since 

their main source of income is from their parents and families. Women spend more than 

men do but culture also plays a part in spending patterns (Pather, 2014). 
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3.4 SOUTH AFRICAN GENERATION Y 

South African Generation Y is often also referred to as the “born-frees” because they are 

the first generation who grew up in the post-apartheid era. On the one hand, they have 

had better opportunities for education, employment and wealth creation. On the other 

hand, many were raised in dysfunctional families caused by high levels of HIV/AIDS-

related mortality, adult labour migration, unemployment and poverty (Duh, 2016:135). 

South African Generation Y also grew up in one of the most unequal societies in the world 

and they are not yet free from poverty and inequality. As a result, South Africa is a very 

materialistic society. Then President Thabo Mbeki remarked,  

It is perfectly obvious that many in our society, having absorbed the value 

system of the capitalist market, have come to the conclusion that for them, 

personal success and fulfilment meant personal enrichment at all costs and 

the most theatrical and striking public display of that wealth. The meaning of 

freedom has come to be defined, not by the seemingly ethereal and, therefore, 

intangible gift of liberty, but by the designer labels on the clothes we wear, the 

cars we drive, the spaciousness of our houses and our yards (Posel, 

2010:158).  

Recent studies also found that South African young adults are more materialistic (Duh et 

al., (2014:251). Societies tend to become more materialistic as they progress and material 

goods become a measure of quality of life (Khare, 2014:30). This increase in materialism 

is not infinite and people in developed countries tend to be less materialistic than people 

in developing countries are (Jacobs & Smith, 2010:15). This is because as countries 

develop and accumulate certain levels of wealth, their citizens shift from materialistic to 

post-materialistic values. As societies become more prosperous, people depart from their 

core materialistic goals, such as physical sustenance and the improvement of economic 

conditions, towards values such as political freedom, self-expression and environmental 

protection (Combes et al., 2018:286).  

In developing countries, materialism can serve as an important driver for economic 

development since it drives entrepreneurship and innovation (Kharas, 2010:7). High 

levels of materialism coupled with inequality also have a downside and may lead to social 
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instability through relative deprivation. The relative deprivation theory proposes that a 

person will feel deprived if he or she sees another person with something they lack, desire 

and feel entitled to. This causes a sense of dissatisfaction and resentment. Research has 

shown that relative deprivation has broad ranging effects on people (Chipp et al., 

2011:130). One possible effect is symbolic consumption, which is the process by which 

an individual uses consumer products as tools to create a desired image. Expensive 

personal items also serve to signal the consumers’ social standing or status. For 

Generation Y, symbolic consumption serves as a way of forming their identity and gaining 

a reputation among their peers (Schiffman et al., 2010:338; Piacentini & Mailer, 

2004:251). Among South African Generation Y members, I'khothane, or ‘licking the 

snake’, is a type of symbolic consumption. It is a relatively new phenomenon of burning 

luxury articles to display wealth. This conspicuous destruction is to show that not only is 

the person rich enough to afford it, but also rich enough not to need it. Very often, the 

people taking part in this conspicuous destruction come from low-income backgrounds 

and are dependent on parents who cannot afford to pay for this behaviour (Ungerer, 

2014:1). Therefore, Generation Y consumption is driven not only by practical 

considerations but also by attitude, emotion and societal pressure.  

3.5 ATTITUDES AND INTENTIONS 

Human behaviour is incredibly complex to understand and predict. Social attitudes and 

personality traits have been used in an attempt to do so. In an effort to understand human 

behaviour better, several models have been developed, including models that measure 

the influence of attitudes on intentions and behaviour (Ajzen, 1991:179). Similarly, 

marketers have tried to determine how consumer attitudes influence consumer behaviour 

and the consumer decision-making process (Blythe, 2013:159).  

Consumer behaviour and the consumer decision-making process are influenced and 

determined by individual psychological factors and group factors (Kreng & Huang, 

2011:535). Group factors are the result of interactions with others such as family, peers 

and reference groups (Mostert & Du Plessis, 2007:91). Psychological factors include 

feelings, motivations, perception, learning, personality and attitude (Wiese, 2008:131). 

An attitude is an individual’s favourable or unfavourable evaluations, feelings and 

tendencies towards the behaviour, products or services and will determine how people 
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react towards objects, people and events (Joubert, 2013:80; Parumasur & Roberts-

Lombard, 2013:185). Attitudes are a combination of motivations, emotions, perceptual 

and cognitive processes. However, attitudes do not stand in isolation and are not set in 

stone. Attitudes are influenced by an individual’s values, standards and norms and can 

change based on experiences and can be influenced by marketing (Hawkins & 

Mothersbaugh, 2013:395; McDaniel et al., 2013:224).  

“Money is probably the most emotionally meaningful object in contemporary life; only food 

and sex are its close competitors as common carriers of such strong and diverse feelings, 

significances and strivings” (Krueger, 1986:3). Money is an emotional subject that affects 

motivation, well-being and relationships (Lau, 1998:301). Equally, emotions, motivations 

and attitudes affect how people deal with and spend money. The following sections 

describe the constructs based on different attitudes that were used in this study. 

3.5.1 Credit usage intentions 

In an effort to predict behavioural intentions, Fishbein and Ajzen (1975) developed the 

theory of reasoned action. The theory of reasoned action distinguishes between four 

variables, namely beliefs, attitudes, intentions and behaviours. Beliefs are either 

behavioural or normative. The normative belief influences the person’s subjective norm 

on performing the behaviour, while the behavioural belief shapes the person’s attitude 

towards performing a behaviour. Attitude, in turn, affects the intention to perform the given 

behaviour and those intentions serve as the primary antecedents of the behaviour 

(Fishbein and Ajzen, 1975:510; Madden et al., 1992:3). Therefore, according to the theory 

of reasoned action, if people perceive the suggested behaviour as positive (attitude) and 

believe their peers approve of the behaviour (subjective norm) then they will consequently 

have a higher intention to perform the behaviour and the higher intention is more likely to 

translate into actual behaviour. Several studies support this hypothesis and found a high 

correlation between subjective norms and behavioural intention, attitudes and 

behavioural intention and behavioural intention and subsequently behaviour (Sheppard 

et al., 1988:325). Research also found that the relative importance of attitudes increases, 

as people become more action-orientated (Bagozzi et al., 1992:505). The theory of 

planned action is illustrated in Figure 3-1. 
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Figure 3-1: The theory of planned action  

Source: Madden et al. (1992:4) 

The theory of reasoned action has been criticised on the basis that general attitudes are 

poor predictors of behaviour in specific situations (Ajzen, 1991:181). To account for this, 

Ajzen (2005:117-119) developed the theory of planned behaviour, which takes into 

account perceived behavioural control. The theory of planned behaviour states that 

generally speaking, “people intend to perform a behaviour when they evaluate it 

positively, when they experience social pressure to perform it and when they believe that 

they have the means and opportunities to do so”. If a person believes they do not have 

control or lack resources, then their intention to perform the behaviour may be low even 

if they have a favourable attitude and subjective norms on the performance of the 

behaviour. The theory also assumes that attitudinal considerations, normative 

considerations and perceived behavioural control are more important for some intentions 

and less for others. Therefore, for some intentions, only one or two of the factors are 

needed to explain the intention, while in others, all three factors act as determinants. In 

addition, the relative weights of the three factors may vary between persons and 

populations and the actual control a person has in a given situation is not considered but 

instead the perceived behavioural control in terms of achievement of the person’s goals. 

This means that perceived behavioural control and intention are not mediated by attitudes 

and subjective norms and also implies a direct link between perceived behavioural control 

and behaviour that is not mediated by intentions (Ajzen, 2005:117-119; Madden et al., 

1992:4). The theory of planned behaviour is illustrated in Figure 3-2. 

Attitude 
towards 

behaviour 

Subjective 
norm 

Intention Behaviour 



 

60 

 

Figure 3-2: The theory of planned behaviour  

Source: Ajzen (2005:126) 

Both theories have been used to examine consumer financial behaviour. Xiao et al. 

(2011:240) used the theory of planned behaviour to explain risky credit behaviour among 

students and found that behavioural intention is the most important factor in preventing 

risky credit behaviour and debt accumulation. Chudry et al. (2011:140) also used the 

theory of planned behaviour but found that the participants lacked control over their 

borrowing and debt and also that involvement and cognitive style function as potential 

predictors of behaviour.  

The theories of planned behaviour and reasoned action were not the only theories used 

to examine student debt attitudes. Most notably, Xiao et al. (1995) and Davies and Lea 

(1995) developed alternative models to measure students’ attitude towards debt. Xiao et 

al. (1995:155) constructed an instrument to measure student attitudes towards credit 

cards using affective, cognitive and behavioural components. They found that 

comparatively, students had the most favourable attitudes in the affective component, 

more favourable attitudes in the cognitive component and least favourable attitudes in the 

behavioural components. Davies and Lea (1995:663; 678) used the life cycle theory and 

determined that student debt increases prior to the increased tolerance in debt older 

students display. They also found that students from prosperous backgrounds were more 

inclined to take on debt. This is consistent with the life cycle theory, in that they are more 
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tolerant of debt based on the expectation of higher future income and reluctance to lower 

the lifestyles to which they are accustomed. A significant part of the study was that as 

students accrue more debt, their tolerance increased and their attitude towards debt 

became more positive.  

According to Kidwell et al. (2003:1245), the effect of other constructs on intention and 

behaviour are mediated through attitude, as described in the constructs of the theory of 

reasoned action and the theory of planned behaviour. This study examined the various 

attitudes or constructs that will determine attitude towards credit and so influence credit 

usage intentions. Previous studies have shown that various constructs, such as social 

comparison, status consumption and impulsiveness have an influence on attitude 

towards credit (Ponchio & Aranha, 2008:21; Adams & Moore, 2007:101; Fitzmaurice & 

Comegys, 2006:298; Chien & Devaney, 2001:175; Watson, 1998:203). Attitudes towards 

material possessions also shape consumers’ attitudes towards credit. People who are 

more materialistic tend to have a positive attitude towards debt and incur more debt 

(Fitzmaurice & Comegys, 2006:298; Watson, 1998:2003). Materialism has been used 

successfully to predict the propensity towards debt in previous studies and a favourable 

attitude toward credit correlates with higher outstanding credit balances. Many authors 

use materialism to describe a collection of attitudes that describe attitudes towards 

material possessions, this includes concepts such as a culture of consumption, the drive 

to acquire possessions, status consumption and social comparison (Ponchio & Aranha, 

2008:21; Chien & Devaney, 2001:175). This study examines these attitudes separately 

using validated scales to determine how each construct will influence Generation Y 

students’ attitude towards credit.  

3.5.2 Materialism 

Materialism, commonly defined as “the importance a consumer attaches to worldly 

possessions”, is a well-researched topic and several different definitions and approaches 

have been used to study materialism (Richins & Dawson, 1990:170). Early research by 

Csikszentmihalyi and Rochberg-Halton (1978:8) found two types of materialism, namely 

terminal materialism and instrumental materialism. Terminal materialism is when a 

possession is an end in itself and there is little interaction between owner and object, the 

status of owning the object is of primary importance. Instrumental materialism refers to 
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when objects are used in order “to make life longer, safer, more enjoyable”. Belk 

(1984:291) produced one of the first validated scales to measure materialism. Later, 

Richins and Dawson (1992:304) developed the material values scale, which found 

materialism to be composed of three highly correlated components, namely the 

importance of acquisition and possessions, judging personal success on the basis of 

acquisitions and the belief that happiness depends on acquisition. These components are 

very similar values found in other related scales such as status consumption and social 

comparison (Cronje et al., 2016:754; Ordabayeva & Chandon, 2010:29). 

Owing to this emphasis on material possessions and the belief that acquiring more 

possessions is essential to happiness, materialism is generally viewed as a negative trait 

(Segal & Podoshen, 2013:189). Several studies have shown that a negative relationship 

exists between materialism and well-being (Deckop et al., 2010:1007; Burroughs & 

Rindfleisch 2002:348; Kasser & Ryan 1993:410). This is because materialistic individuals 

judge themselves and others based on material possessions, which leads to lower 

satisfaction with their lives, lower quality of life and lower personal well-being (Tsang et 

al., 2014:63; Segal & Podoshen, 2013:189). However, Richins and Dawson (1990:170) 

determined from the outset that since material possessions serve an important role in 

determining quality of life, that the negative connotation that materialism carries cannot 

always be justified. This sentiment is echoed by Kharas (2010:7) who argues that 

materialism provided the impetus in the development of the capitalist market and trade 

between nations, as well as being the driver for entrepreneurship, human capital 

accumulation and innovation. 

Early research by Belk (1985:266) recognised the link between marketing and 

materialism. He questioned whether marketing causes materialism or merely contributes 

to materialism. This led to the study of materialism at the level of the individual consumer 

to understand the correlation between materialism and various marketing activities, such 

as advertising (Richins & Dawnson, 1992:303). Belk (1985:267) identified the five major 

fields in the study of materialism as:  

 Is materialism necessarily a positive or a negative trait?  

 Does marketing create or exacerbate materialism?  
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 Does materialism, as an essentially egoistic trait, oppose altruism?  

 Does materialism negatively influence interpersonal relationships?  

 Does materialism contribute to the enhancement and maintenance of a positive self-

identity? 

Although these questions fall outside of the scope of this study, it does signify the 

importance of the link between materialism and marketing. More recent research has 

found a positive correlation between marketing and increased materialism and that 

external influences may be more important than family influence on the levels of individual 

materialism. Attitudes towards advertisements have also been found to have a statistically 

significant link to materialism (Davila et al., 2017:162; Sandhu, 2015:45).  

South Africans’ spending patterns and levels of indebtedness have been receiving 

significant attention. A recent study by Duh et al. (2014:251) found that South African 

young adults are more materialistic than young adults from a selected European sample 

are. This is supported by research that indicates that consumers in developing countries 

tend to be more materialistic than those in developed countries are and that materialism 

may originate from both deprivation experiences and cultural influences (Watson, 

2015:134; Postel, 2008). People with a lower socioeconomic status or who grow up 

feeling disadvantaged, escape feelings of inadequacy by embracing materialistic values 

and goals (Kim et al., 2017:373; Watson, 2015:134). Khare (2014:31) linked 

overspending and people borrowing money to acquire material possessions to an 

increase in materialism. Therefore, it may be argued that materialism is contributing to 

South Africans’ indebtedness. Schussler (2011), as well as studies performed by the 

Human Sciences Research Council (2003), found that debt was increasingly being 

incurred by lower-income earners. This is not true for everyone though and although 

some individuals, cultures and countries are thought to be more materialistic, there are 

great differences between individuals. Some people are content with far less, doing 

charitable work or even relinquishing all personal possession to enter religious life 

(Richins & Dawson, 1992:303; Belk, 1985:265). Even in individuals, levels of materialism 

may vary and change with age, experience and circumstances (Belk, 1985:268). 
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When people cannot afford to make a purchase, they resort to loans. There is thus a link 

between materialism, advertising, either for products or for loans and credit use (Sandhu, 

2015:45). This is supported by previous studies that found that materialism is an important 

variable in predicting a consumer’s propensity for incurring debt (Ponchio & Aranha, 

2008:21). According to Donnelly et al. (2013:113; 114; 122), there are several reasons 

for this. These reasons include materialists do not manage their credit properly; they 

believe that their purchases will transform their lives and they make purchases for 

emotional reasons. In theory, people who are more materially inclined should manage 

their money in such a way as to maximise their buying power, but in reality they tend to 

borrow more and view borrowing in a more favourable light, save less and spend more 

and overuse credit cards more frequently. Furthermore, while materialistic individuals 

tend to worry more about finances than the average consumer does, that worry does not 

translate into better financial decisions. Materialists also have a higher willingness to use 

credit, a positive attitude towards debt and willingness to take on higher levels of debt. 

Previous studies have found that materialism has a strong and direct influence on young 

consumers’ compulsive spending patterns (Xu, 2008:37). According to research by 

Richins (2013:14), materialists believe that their acquisition will bring them happiness but 

that the happiness is short lived as materialists tend to be less happy than others overall 

and suffer from more fears and worries, which leads them to repeat the purchase process 

to enjoy the momentary happiness associated with buying. Richins and Chaplin 

(2015:1349) found that materialism can be introduced by parents to young children by 

means of material reward and punishment and that personal and social insecurity during 

childhood are relevant to materialism.  

The commonly accepted elements of materialism, including the importance of acquisition 

and possessions, judging personal success on the basis of acquisitions and the belief 

that happiness depends on acquisition, lend themselves to be used as a measuring tool 

of materialism in some ways (Belk, 1984:291). Richins and Dawson (1992:303) 

developed two independent scales through which materialism levels could be measured 

and compared. These scales were not the first scales developed to measure materialism 

but they did not suffer from the critical deficiencies of earlier developed scales, which 

prevented them from gaining widespread acceptance. These earlier scales often 
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measured “attitudes towards materialism” and were often not psychometrically assessed 

or statistically validated (Richins & Dawson, 1992:307). The Belk (1984) materialism scale 

is based on three identifiable traits based on views prevalent in the materialism literature 

at the time, namely possessiveness, non-generosity and envy. Belk identified 34 items − 

nine relating to possessiveness, seven relating to non-generosity and eight relating to 

envy and combined them into a five-point Likert type scale Belk (1984:291).  

Richins and Dawson (1990:170) took another approach based on the notion that 

individual personality traits are generally developed in a person’s formative years and 

remain relatively unchanged over time, whereas materialistic tendencies tend to evolve 

with time and social conditions. They proposed that materialism should be viewed as a 

value and proposed a value-based materialism scale, claiming that materialism is an 

attribute, “which changes with social conditions and age” rather than defining 

characteristics of traits, which, to them, seemed inconsistent with the concept of 

materialism (Richins & Dawson, 1990:170). Richins and Dawson (1990) developed their 

material values scale on three key themes, namely acquisition centrality, acquisition as 

the pursuit of happiness and possession-defined success. 

Richins and Dawson’s (1992) scale reduced the material values scale to 18 items – seven 

related to centrality, five related to happiness and six related to success and this final 

scale was found to have even better validity and reliability than the Belk (1984) 

materialism scale. The Richins and Dawson materialism scale developed in 1992 was 

used in this study. 

3.5.3 Status consumption or ‘Keeping up with the Joneses’ 

Status consumption is “the motivational process by which individuals strive to improve 

their social standing through the conspicuous consumption of consumer products that 

confer and symbolise status both for the individual and surrounding significant others” 

(Eastman et al., 1999:93). Cronje et al. (2016:754) explain it as the desire to climb the 

social status ladder, resulting in consumers using products as status symbols to 

communicate social and economic standing to others. This may be a conscious or 

subconscious act and the nature of products consumed will differ between races, cultures, 

age groups and genders (Chipp et al., 2011:118). Research found that men tend to 
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engage in status consumption more often in an effort to impress women (Moav & 

Neeman, 2012:935).   

Authors refer to both status consumption and conspicuous consumption and although a 

subtle difference may exist in the way they are defined by different authors, both the terms 

have been used interchangeably together with a whole host of other terms that essentially 

describe the same well-documented and researched phenomenon; the idea that displays 

of wealth will improve a person’s image or social standing (Cronje, et al., 2016:755; Chipp, 

et al., 2011:118). For the purpose of this study, both status consumption and conspicuous 

consumption will be used as by the authors referenced, unless the source intended a 

difference in meaning between the terms.  

Research into the phenomena of status consumption started at the end of the 19th 

century when Veblen (1899:39) realised that the importance a person attaches to image 

and status may drive consumption and Veblen thus proposed that the “desire of everyone 

to excel everyone else in the accumulation of goods [where] the end sought by 

accumulation is to rank high in comparison with the rest of the community in points of 

pecuniary strength”. Veblen (1899) called this conspicuous consumption. Other authors 

have built on and developed this idea. Eastman et al. (1999:93) preferred the term status 

consumption, while other authors such as Dupor and Liu (2003:423) refer to this 

phenomenon as “keeping up with the Joneses”. According to Grotts and Widner-Johnson 

(2013:281), status consumption is defined as the “process of gaining status or social 

prestige from the acquisition and consumption of goods that the individual and significant 

others perceive to be high in status” and conspicuous consumption “involves 

expenditures made for purposes of inflating the ego coupled with the ostentatious display 

of wealth.” 

Income and possessions not only affect how people see themselves but income also 

determines how others see them. Hypothetically, rich people are seen as healthy, happy 

and well-adjusted while seemingly poor people are seen as maladjusted and unhappy 

(Furnham, 1984:501). To compensate for this, poorer households save less and spend 

more on conspicuous consumption, despite the fact that lower saving and higher 

spending are very harmful. This effect becomes more pronounced as inequality increases 

in society (Ordabayeva & Chandon, 2010:27). Belk (1995:24) indicates that possessions 
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are viewed as an extension of the self and key in improving an individual’s social image, 

helping to overcome feelings of anxiety and inferiority. Nga et al. (2011:244) found that 

individuals who lack in self-esteem often compensate by seeking social approval by 

following the latest trends in fashion and lifestyle. It is often “fear of failure and loss of 

self-respect” that compels both low- and high-income consumers to incur debt to finance 

a lifestyle that will command the respect of their community and peers (Chipp et al., 

2011:130). 

Attaining a higher social status has become an important behavioural motivator and these 

status and prestige considerations are important antecedents of consumer buying 

behaviour (Kim & Jang, 2013:39). Therefore, the expectations that the media create play 

an important part in marketing a product (Goldsmith et al., 2010:324). Pritchard (2013) 

suggests that the influence of advertising started with the development of mass media at 

the end of the 19th century and sparked the race between commercial organisations with 

their advertisements for products that would help people catch up with the ‘Joneses’. 

Richins (1987:352) claims that advertisements link products to images of happy people, 

bolstering the commonly held view that consumption is necessary for enjoying life. 

Advertising thus instils a sense of inadequacy and reinforces a preoccupation with 

physical attractiveness, which, in turn, encourages the sales of certain products to 

enhance their image (Martin & Kennedy, 1993:513). Leguizamon (2016:307) indicates 

that it is middle class consumers in particular who indulge in conspicuous consumption 

of goods targeted at the wealthy to signal high status.  

Cronje et al. (2016:754) examined status consumption of clothing brands in South Africa. 

They found that lower income consumers tend to buy status-conferring goods that reflect 

a desired social status and that will elicit positive responses from others. Higher income 

earners’ status consumption is driven by the belief that high priced products equate to 

good taste, uniqueness and sophistication, thus earning respect from others but without 

relying on the approval of others. 

Members of Generation Y have been socialised in a materialistic society and have 

consequently developed an identity that strongly links self-esteem and public self-

consciousness to displays of wealth. As such, Generation Y has the highest motivation 

to consume for status when compared to Generation X and Baby Boomer consumers 
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who preceded them. This drives the status consumption tendencies of Generation Y even 

though they still rely on parents for financial support and this easy money from parents 

has, in turn, led to an increase in frivolous spending, more so than would be possible with 

a regular income (Butcher et al., 2017:676; Kim & Jang, 2013:40).   

There are several relevant factors to consider when examining status consumption in 

South Africa. Chipp et al. (2011:130) propose that “fear of failure and loss of self-respect” 

compels both low- and high-income South African consumers to incur debt to finance a 

lifestyle that will command the respect of their community and peers. Research by 

Eastman and Iyer (2012:90) indicates a significant negative relationship between a 

consumer's cognitive age and the motivation to consume for status and that younger 

consumers, such as students, are more likely to be status consumers. Seen together with 

the research that indicates a high propensity towards conspicuous consumption among 

the poor and in emerging economies and among people who come from economically 

deprived conditions, this may provide insight into the spending habits of South African 

students who are often from poor backgrounds (Cronje et al., 2016:754; Postel, 2008). 

Ordabayeva and Chandon (2010:48) explain that “consumers at the bottom of the 

distribution spend a larger proportion of their budget on status-conferring consumption in 

order to reduce the dissatisfaction they feel with their current level of possessions due to 

the widening gap between what they have and what others have”. Research found that 

status consumption is often irrational in its expression and motivation, as opposed to the 

idea of rational consumers held by economists (Shukla 2008a:25; Finn; 1992:658). This 

is important since evidence shows that low savings and high conspicuous consumption 

are most harmful to low-income households (Ordabayeva & Chandon, 2010:48). 

Eastman et al. (1999:41) developed a scale to measure “the tendency to purchase goods 

and services for the status or social prestige that they confer on their owners” or status 

consumption. They used items from Rosenberg’s self-esteem scale, Belk’s materialism 

scale, Berkowitz and Lutterman’s social responsibility scale and Kaufman’s status 

concern scale. After completing six studies, a five item scale was developed that was 

distinct from materialism and had a Pearson correlation of 0.49 (p<0.001), which indicates 

a moderate positive correlation between status consumption and materialism. Eastman 

and Liu (2012:93) later adapted this earlier scale to measure and compare levels of status 



 

69 

consumption among Baby Boomers, Generation X and Generation Y. The Eastman and 

Liu (2012) status consumption scale was used in this study.  

3.5.4 Money as a motivator 

The love of money is said to be the root of all evil (Fatoki, 2015:6632). Freud compared 

money to faeces; Klein said it equated a longing for an inexhaustible motherly breast and 

Abraham that it related to separation anxiety. Fenichel said wealth is a drive for power 

and respect, while Adler said the need to hoard money comes from feelings of inferiority 

(Yamauchi & Templer, 1982:522). Not every person shares these sentiments though. 

People have different attitudes towards money, which determines how they perceive, 

value and treat money. These attitudes may be formed through education, experience 

and habits (Engelberg & Sjoberg, 2006:2027). They begin in childhood, remain in 

adulthood and influence later-life money-related behaviours (Duh, 2016:134). Emotional 

versus logical attitudes towards money and spending will determine spending patterns, 

credit use and buyer’s remorse (Adams & Moore, 2007:101). Burgess (2007:682) defines 

money attitude as “interpersonal, attitudinal beliefs that express values concerned with 

money and are evaluated in importance in order to guide behaviour within the context of 

money and money situations”.  

For many, money is both a tool and a drug. As a tool, it can be used to obtain things 

needed to satisfy wants and needs - people are interested in money because of what it 

can buy. As a drug, it becomes an insatiable motivator, which may lead to gambling, 

workaholism and unethical behaviour (Fatoki, 2015:6633). Consequently, how individuals 

feel about money will determine if money will influence their behaviour and motivate them 

to action. People driven by passion or enjoyment for its own reward are said to be 

intrinsically motivated. Other people who are motivated to action to attain a desired 

consequence or to avoid punishment are said to be externally motivated. For some, 

money-based rewards are considered a powerful external motivator (Monteiro et al., 

2015:14). This may be due to moneys’ perceived instrumentality to access desired results 

such as security, freedom, prestige or power (Lea & Webley, 2006; Engelberg & Sjoberg, 

2006:2028). Money is also seen by many as a sign of success and thus also a reflection 

of their work ethic (Kirkcaldy & Furnham, 1993:1079). Some companies use this 

understanding of money as a motivating force to reinforce desired behaviour, attract, 
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retain and motivate employees with financial incentives (Lohman et al., 2018:184; Tang 

& Chiu, 2003:14).  

Money attitudes are independent from income, although people with higher money 

attitude scores expect higher pay compared to those with lower scores (Hayhoe et al., 

2005:5; Furnham, 1984:502). Research indicates a relationship between money motives 

and lower well-being and that people in richer nations attach less value to money 

(Engelberg & Sjoberg, 2006:2029). Phau and Woo (2008:540) investigated money 

attitudes and came to the conclusion that people who view money as a source of power 

and prestige were also more likely to be compulsive buyers and also more likely to buy 

on credit. Other researchers also came to similar conclusions and found that people who 

scored higher on a money attitude scale were also more likely to have credit card debt 

and also more likely to be compulsive shoppers (Robb & Sharpe, 2009:26; Harnish et al., 

2018:190). Duh (2016:138) found that South African Generation Y students who enjoyed 

fewer family resources were more likely to develop affective money attitudes later on, 

which may be linked to materialism and also harmful credit use. Research in South Africa 

also found that business students have a higher love of money than non-business 

students do and that female students scored higher on money as motivation (Fatoki, 

2015:6637). 

Studies to determine people’s attitude towards money have proven popular and several 

scales have been developed over the last few decades. Yamauchi and Templer 

(1982:522) found that although other behaviours have been researched, little information 

on money behaviour was available in the 1980s. From the literature, Yamauchi and 

Templer identified certain common elements, namely power-prestige, retention-time, 

distrust, quality and anxiety and they used these elements to construct the money attitude 

scale as the first standardised instrument to measure people’s attitudes towards money. 

Furnham (1984) then developed the money belief and behaviour scale (MBBS) to include 

the possible influence of demographic variables (age, gender and variables related to 

income). Furnham found six distinctive attitudes towards money, namely obsession, 

power/spending, retention, security/conservative, inadequacy and effort/ability. Next, 

Forman (1987) developed the money sanity scale (MSS), which lists five money profiles, 

namely miser, spendthrift, tycoon, bargain hunter and gambler. Shortly afterwards, 
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Gurney (1988) used personality traits to create the MoneyMax profile using 13 traits. 

These include involvement, pride, emotionality, altruism and anxiety, among others. 

Since money is such an important and emotional subject, researchers continue to develop 

new scales. Tang and Chiu (2003) developed the love of money (LOM) scale and 

Funfgeld and Wang (2009) conducted research on “self-stated financial attitudes and 

behaviour”, which indicated five attitude factors, namely anxiety, interest in financial 

issues, intuitive decisions, need for precautionary saving and free-spending. Researchers 

also improve on existing scales as the body of knowledge grows. For example, Luna-

Arocas and Tang (2004:330) sought to improve on the Tang and Chiu (2003) love of 

money (LOM) scale. Monteiro et al. (2015:20) then used exploratory factor analysis to 

develop a new construct based on The Luna-Arocas and Tang (2004) scale, which they 

used to determine if money acted as a motivator among young workers. This study used 

the motivator construct developed by Monteiro et al. (2015) to see if money was a 

motivating factor for Generation Y students.  

3.5.5 Impulsive buying 

Rook and Fisher (1995:306) define impulsive buying as “a consumer’s tendency to buy 

spontaneously, unreflectively, immediately and kinetically”. Impulsive buyers are more 

receptive to spontaneous buying stimuli and their shopping lists are open to sudden, 

unexpected buying ideas that promise immediate gratification. It is an instant, unplanned 

purchase of something a consumer had no intention of purchasing (Prajapati & Rathod, 

2013:128). Verplanken and Herabadi (2001:72) argue that the core elements of impulsive 

buying include a lack of planning and an emotional response, such as pleasure or 

excitement, to the unplanned purchase. Up to 90 percent of shoppers occasionally make 

impulsive purchases and up to 50 percent do so frequently (Wang & Xiao, 2009:4). 

Research has identified four distinct types of impulse buying, namely pure, reminder, 

suggestion and planned impulse buying. Pure impulse buying is a spontaneous purchase 

with which a consumer breaks from their normal patterns. Reminder impulse purchasing 

occurs when the consumer is reminded of the need to buy an item upon encountering it. 

Suggestion impulse purchasing is the purchase of a new product without any prior 

experience based solely on self-suggestion. Planned impulse buying is partially planned 

and occurs when a consumer intends on buying a product but has not yet decided on the 
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specific product or brand. The three important traits that correlate with impulse buying are 

impulsiveness, optimum stimulation level and self-monitoring. Outside stimulation 

increases stimulation levels and increases impulsive behaviour, while self-monitoring will 

negate impulsive behaviour (Wang & Chen, 2015:186).  

Impulsive and compulsive behaviour is closely related but an important distinction does 

exist in the literature. Compulsive buying is medically defined as an impulse control 

disorder, a mental disorder characterised by irresistible impulses to engage in harmful or 

senseless behaviours in order to counteract negative emotional situations such as 

depression and loneliness (Palan et al., 2011:82). Impulsive buying involves a specific 

product at a particular moment and is temporary, while compulsive buying is an enduring 

behaviour that centres on the buying process rather than a particular product (Park & 

Burns, 2005:136). 

People with self-esteem issues, who feel anxious, guilty and unhappy, are more likely to 

succumb to impulse buying, especially in response to stimuli such as advertisements 

(Kim, 2014:652; Xu, 2008:41). Materialism is an important antecedent of impulsive buying 

and affects how much is spent on impulsive purchases and how often people engage in 

impulsive buying (Richins, 2013:3). This is because materialistic people are likely to 

exhibit higher levels of impulsivity and self-control failure, which leads to an inability to 

delay gratification (Kim, 2013:759; 760). Impulsive shoppers are more likely to use credit 

to fund their purchases, as payment is only expected at a later date (Wang & Xiao, 

2009:4). As such, credit makes impulsive buying easier since shoppers can now buy 

items on credit even if they do not have sufficient cash available (Palan et al., 2011:90).  

Younger consumers are less experienced and knowledgeable about personal finance 

and, consequently, more given to impulsive spending (Pinto et al., 2000:644). Recent 

studies in neuroscience found a lack of impulse control related to inadequate maturing of 

the brain during adolescence. This makes peer influences an important contributor to 

youth impulsive behaviour such as binge drinking and shopping behaviour (Moschis, 

2017:1386; 1394). According to research by Luo (2004:431), a reference group 

comprising close friends has a greater influence on consumers’ impulse buying behaviour 

than a family reference group. While both men and women engage in impulsive buying, 

Generation Y females are more likely to engage in impulsive buying behaviour than 
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Generation Y males (Bae & Miller, 2009:43). Men’s impulsive purchases tend towards 

functional, instrumental and leisure items that promote independence and activity. 

Women’s impulsive purchases tend to be more symbolic and self-expressive goods 

(Segal & Podoshen, 2013:190).  

Impulsive behaviour has long been associated with negative traits such as foolishness, 

lower intelligence and even criminality. Impulsive buying is thought to be motivated by 

lack of self-control, hedonism and a disregard for the consequences, even when people 

are aware of them (Wang & Xiao, 2009:4). Low self-control is also associated with 

impulsivity, desire for immediate gratification, risk seeking, self-centeredness and a quick 

temper, all of which are linked to irresponsible credit behaviour (Adams & Moore, 

2007:101). This view is one sided, however, impulsive behaviour can also include positive 

behaviours such as spontaneous generosity or practical decisions such as purchasing 

two-for-one specials (Rook & Fisher, 1995:305).  

Impulsive buying increases the number of items purchased by existing customers, as well 

as attracting new customers (Dawson & Kim, 2009:23). This is, of course, dependent on 

the funds and time customers have available (Bhatt & Pandya, 2015:1782; 

Muruganantham & Bhakat, 2013:156). Retailers often try to entice consumers into 

impulsive purchases by using promotions to trigger a need and a buying impulse in 

shoppers (Dholakia, 2000:977I). More impulsive shoppers are also more likely to be 

stimulated by non-monetary promotions such as attractive containers or displays 

(Laroche et al., 2003:514). External factors such as in-store atmosphere, browsing, 

layout, salespeople and promotions and internal factors such as moods and emotions 

prompt impulse buying behaviour (Muruganantham & Bhakat, 2013:152; Cho et al., 2014: 

39; Schiffman et al., 2010:36). Research has shown that impulsive buying may elevate 

the mood of the shopper, but as they often buy beyond their needs and means, in the 

long-term impulse control will do more to improve an individual’s psychological well-being 

(Pradipto et al., 2016:180). Richins (2011:141) found that financial literacy helps 

consumers make better credit decisions and slows down impulsive buying. People with 

better self-control are also less likely to engage in impulsive spending and more likely to 

save money (Norvilitis et al., 2006:1399). 
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Rook and Fisher (1995:307) used the literature available at the time to generate 35 items 

that were then tested among undergraduate business students. Using exploratory factor 

analysis, they were able to narrow this down to nine items to develop the impulsive buying 

behaviour scale. This scale was used in this study to determine if Generation Y students 

indulge in impulsive buying.  

3.5.6 Social comparison 

Social Comparison is “a tendency to compare one’s own status to that of others in 

determining whether or not one has enough” (Norvilitis & Mao, 2013:391). Ordabayeva 

and Chandon (2010:29) explain people compare themselves to others to measure how 

well they are doing. Comparisons can be upward (unfavourable) or downward 

(favourable) comparisons. Upward (unfavourable) comparisons occur faster and cause 

the feelings of envy and inferiority often associated with social comparisons. This may 

motivate people to attain and display the same level of possessions as those people that 

they view as better off.   

The social comparison theory was pioneered in the 1950s by Festinger (1954:117) who 

proposed that we evaluate ourselves by comparing ourselves to others. Festinger 

(1954:117) theorised that people need to evaluate their opinions and abilities and 

because it is difficult to do so objectively, this is done through social comparison with 

other people, where such social comparisons will, when possible, be made with peers. 

Research has revealed that people do not only evaluate their own opinions and abilities 

but they also evaluate their possessions, outward appearances, values, attitudes and 

behaviour (Tiggemann et al., 2018:91; Yoon et al., 2016:801; 802). 

Chae (2017:371) states that the process of social comparison is a relatively automatic 

process, although individual differences exist in social comparison orientation. Those who 

have a strong orientation for social comparison have three characteristics in common. 

First, they have a high chronic activation of the self or a high level of public and private 

self-consciousness. Secondly, they are socially oriented, manifesting in their sensitivity 

to others’ needs and feelings and thirdly, they tend to suffer from uncertainty, often have 

low self-esteem and high neuroticism (Yang, 2016:704).  
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Although social comparison can be detrimental to the individual, it may however also 

make an important positive contribution to society. People compare their values and 

behaviours to their peers and then adjust them accordingly. This may reinforce positive 

behaviour, such as healthy diets, exercise and environmentally-responsible behaviour 

and deter behaviour society sees as unacceptable (Goldstein et al., 2008:479; Yun & Silk, 

2011:278). It also influences consumer behaviour and plays a role in normalising debt as 

households with debts are more likely than those without to believe that the majority of 

their own peers consider having debt to be normal (Pattarin & Cosma, 2012:115). This 

may be one of the reasons people who are more inclined to social comparison tend to 

have higher levels of debt and lower levels of financial well-being (Norvilitis & Mao, 

2013:396) 

As mentioned previously, people tend to seek out others who are similar to themselves 

for comparison making and social media provides an unlimited tool for social comparison 

given the instantaneous and widespread access to photographs. The number of ‘likes’ 

people receive on social media posts often serve as a mechanism for social comparison. 

Therefore, people generally only share what they want others to see and this means that 

social media presents a distorted picture for comparison. Paradoxically, people who are 

already anxious about their image seem to be more likely to seek out images of upward 

(unfavourable) social comparison on social media, reinforcing their feelings of 

dissatisfaction (Tiggemann et al., 2018:91; Fox & Vendemia, 2016:594). People portray 

their lives in a positive light and social people post their experiences on social media more 

often, while people who are less social share less, which gives an unbalanced view (Deri 

et al., 2017:859). In addition, the images people share are often edited and enhanced, 

which presents an unrealistic ideal for those who are engaging in social comparison 

(Chae, 2017:371). Both narcissistic people and those with a low self-esteem are more 

likely to generate self-promotional content and misrepresent their lives on social media. 

Narcissistic people engage in downward social comparison to maintain their inflated 

egos, while people with low self-esteem engage in upward comparisons to find ways for 

self-improvement (Chae, 2017:372; Fox & Vendemia, 2016:594).  

Since people present their ideal-self and not their actual-self, social media comparisons 

are most often negative and cause feelings of inadequacy and envy (Ozimek et al., 
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2018:170; Yang, 2016:704). Consumers compare themselves with other people to 

determine if they are keeping up with their peers and to signal that they belong and such 

social comparisons can lead to status-driven expenditures. Individuals share their 

experiences on social media, which then triggers a competitive drive for status-driven 

expenditures in others who view their social media feeds (Kim & Jang, 2017:158).  

Upward social comparisons are positively associated with materialistic aspirations (Kim 

et al., 2017:373; Chan & Prendergast, 2007:213; Richins, 1991:71). Such upward social 

comparisons may cause dissatisfaction, even when the person is objectively well off; 

thereby, affecting emotional well-being. This leads the materialistic consumer to fall into 

an aspirations trap where larger and more frequent purchases become necessary to 

satisfy the individual’s competitive appetite through acquisitions (Nagpaul & Pang, 

2017a:12). Social comparisons are also likely to lead people who have a low self-esteem 

to fear negative evaluation, which may lead to overspending (Nagpaul & Pang, 

2017b:611). People who compare themselves with others who have more economic 

resources than they have and desire or feel entitled to, also frequently outspend their 

income (Lea et al., 1995:683). Eastman and Liu (2012:99) found that potential buyers, 

who make comparisons with others to gauge the success of the product in increasing 

their status level, may occur more frequently amongst members of Generation Y cohort. 

Not only material possessions cause feelings of dissatisfaction. People often feel driven 

by pressure from peers and media to adhere to, often unrealistic, societal beauty 

standards, which have been linked to body dissatisfaction and eating disorders (Fox & 

Vendemia, 2016:594). As such, the media and advertising have long been blamed for 

presenting unrealistic images and expectations, leading people to compare their own 

performance and attractiveness to that of idealised images in the media and 

advertisements, which lowers the viewer’s satisfaction with their own image (Richins, 

1991:71). This very often leads young consumers to imitate celebrities through 

consumption (Goldsmith & Clark, 2012:44).  

Social comparison partly determines individual susceptibility to peer pressure and the 

predisposition to conform, especially when people have low self-esteem and are more 

sensitive to social pressure to avoid disapproval. Self-confident people are less 
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concerned about the opinions of others and thus more likely make rational decisions 

rather than follow descriptive norms (Yoon et al., 2016:802).  

Kim et al. (2017:388) found a positive correlation between social comparison, personal 

relative deprivation, materialism and spending preferences. People who are objectively 

affluent become more materialistic when exposed to unfavourable social comparisons. 

Social comparison, like personal relative deprivation, is independent of income and 

satisfaction decreases the more often people make upward (unfavourable) comparisons, 

regardless if they earn high levels of income themselves (Peng, 2007:224). Personal 

relative deprivation refers to the dissatisfaction and resentment a person feels when he 

or she sees others enjoying outcomes they desire and feel that they are entitled to (Kim 

et al., 2017:374). Relative deprivation is determined by perceptions of inequality, the 

cognitive element and feelings of dissatisfaction, the emotional element. When these 

comparisons are made between groups instead of individuals, such comparisons are 

often the basis for social change. Researchers have also found a link between personal 

relative deprivation and social comparison in South Africa (Appelgryn & Bornman, 

1996:381). This may be explained in part by South Africa having one of the highest Gini 

coefficients in the world, calculated to be between 0.660 and 0.696. The Gini coefficient 

measures income inequality, with zero being a perfectly equal society and one 

representing a perfectly unequal society (Bhorat, 2015). South Africa is also plagued by 

very high crime rates (Fourie, 2018). This is important because research has found a 

correlation between crime rates and inequality (Costantini et al., 2018:568; Enamorado 

et al., 2016:137), with one theory being that comparisons that highlight inequality heighten 

feelings of relative deprivation, which translates into criminal behaviour (Hicks & Hicksy, 

2014:1091).  

The financial self-comparison scale used in this study was created by Norvilitis and Mao 

(2013:398), as an addition to the Iowa-Netherlands comparison orientation measure 

developed by Gibbons and Monk in 1999. Norvilitis and Mao (2013:398) found that the 

reliability of the scale differed based on the nationality of the participants. American 

studies had a higher reliability using nine items, while Chinese participants had higher 

reliability using only six items.   
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3.5.7 Attitude towards credit 

Credit use is often rational and pragmatic as consumers seek to maximise the utilities 

generated from money. However, this is not always the case as various other factors also 

play a role in shaping consumer behaviour and attitude towards credit. These include 

emotional factors such as status and prestige considerations, financial attitudes such as 

unrealistic optimism, level of financial knowledge, debt tolerance and psychological 

constructs like locus of control and cognitive dissonance (Kennedy, 2013:7; Kim & Jang, 

2013:39; Finn, 1992:658; Forman, 1987:2028). Research has found that the number of 

credit accounts people hold, the frequency of credit use and repayment decisions will be 

determined not only by individual economic circumstances, such as income, but also by 

attitude towards credit (McHugh & Ranyard, 2012; Chan et al., 2012:126; Xiao et al., 

1997:32). These attitudes towards money and debt are generally shaped during a 

person’s formative years. Lifestyle, upbringing and family structure all play a role in young 

people’s attitudes towards money and possession (Rindfleisch et al., 1997:320; Kirkcaldy 

& Furnham, 1993:1079). Parents provide financially for the majority of students and allow 

them to lead a lifestyle they cannot afford on their own. It is often not until they start 

working that Generation Y starts taking any responsibility for their personal finances (Kim 

& Jang, 2017:156; Borden et al., 2008:24).  

Where credit was once frowned upon, by the 1980s, children were growing up in an 

environment where ‘charge it’ was the consumer motto. This helped foster a charge now, 

pay later attitude among them (Braunsberger et al., 2005:237). As such, a culture of 

consumption also led Generation Y to be more materialistic than previous generations 

and under greater social pressure to consume, which leads them to finance their 

consumption through debt rather than savings (Leclerc, 2012:149; Finney et al., 2007:34; 

35; Bakewell & Mitchell, 2003:95-98).  

One rationale for this is found in the life cycle theory. According to the life cycle theory, 

credit use may sometimes be a function of expected future income and not proportional 

to the limits of current income. Students attempt to maintain the lifestyle they grew up with 

using credit. Therefore, they are willing to sacrifice future earning to finance present 

spending to increase their standard of living to conform to their expectations. They believe 

that they will be able to repay this spending with higher expected future earnings. This 
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normalises debt and fosters a positive attitude towards debt. This is even more common 

in consumers with a higher “subjective discount rate”, which means that they consider 

future costs and benefits as less valuable than present benefits and thus have a more 

positive view on using credit to finance spending (Hurwitz & Luiz, 2007:110; 130; Davies 

& Lea, 1995:663). The higher expected future earnings of students are also attractive to 

credit providers and they are eager to provide credit to students in order to build brand 

loyalty early on (Nga et al., 2011:245; Mansfield & Warwick, 2000:617).  

Financial literacy also influences attitude towards credit. Financial literacy is the skills and 

knowledge needed to effectively manage information and make decisions with an 

understanding of the financial consequences of that decision (Cude et al., 2006:103). 

Consumers need to be financial literate to choose among different credit instruments as 

well as to avoid predatory lenders. Research has found that there is a strong relationship 

between financial literacy, financial experience and debt load. Individuals with lower 

financial literacy also often choose to transact in a high-cost manner (Jappelli, 2009:433). 

People who lack financial understanding also often choose to make more use of credit, 

even if it is to their detriment (Boon et al., 2011:151; Sabri et al., 2012:156). The inverse 

also seems true and research shows that people with more financial understanding are 

more likely to reject credit solicitations (Norvilitis & MacLean, 2010:56). Owing to the 

historical financial exclusion of many South Africans, many still lack the knowledge and 

experience to make prudent financial decisions and this leaves them vulnerable to 

exploitation and unethical marketing (Rampersad & Reddy, 2012:7407). A study done to 

determine and compare the financial literacy of different countries rated South Africa as 

having the lowest financial literacy rate in the world (Jappelli, 2009:436). A more recent 

student shows that financial literacy levels have increased slightly to a level where South 

Africa is now on par with levels found in some developed nations and ahead of some 

developing nations (Moodley, 2017). 

Gender also plays a part in attitude towards credit as well as actual credit use. Research 

into demographic differences found that men associate money with achievement, power 

and freedom more than women, who often see money as a source of anxiety (Lay & 

Furnham, 2018:2). Past studies have found that women generally have lower levels of 

financial literacy than men, have a lower debt tolerance and are also more risk averse 
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than men (George et al., 2018:4; Agnew & Harrison, 2015:122). Research in South Africa 

found that more often men find themselves over-indebted (Ndlendle, 2017).  

There were two scales that were developed during the 1990s to measure how attitude 

effects credit use. Xiao et al. (1995:158) developed the first. They started with 78 

statements divided into the three categories of affective, cognitive and behavioural 

attitude. The items were tested and retested until 37 remained, 15 affective, 10 cognitive 

and 12 in the behavioural attitude sub-scale. At the same time, Davies and Lea 

(1995:671) were working on a longitudinal scale to determine student attitudes towards 

student debt. Davies and Lea started with 32 statements and then reduced these to 14. 

Their results showed that there were significant positive correlations between debt and 

expenditure, debt and attitude and expenditure and attitude. Both studies found that their 

participants had positive attitudes towards debt and that demographics had an impact on 

attitudes. Items from both of these scales were used after they were tested for reliability, 

validity and whether they fit into one factor.  

3.6 PROPOSED MODEL OF THE ATTITUDES THAT DETERMINE CREDIT 

USAGE INTENTIONS  

Chapter 2 examined the actual credit use, both globally and in South Africa. There are 

several reasons why people chose to use credit to pay for products and services. Some 

of the reasons are practical and rational, while others are emotional and determined by 

attitude. Chapter 3 discusses the psychological tendencies that are thought to influence 

attitude towards credit use and so determine credit usage intentions. In Figure 3-3, a 

model is proposed to illustrate those psychological tendencies that will in part determine 

credit usage intentions among South African Generation Y students.  
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Figure 3-3: Proposed model that determine credit usage intentions 

According to the hypotheses in Chapter 1, this model proposes that materialism, status 

consumption, social comparison, impulsive buying and money as a motivator will 

determine attitude towards credit, which, in turn, will influence credit usage intentions.  

3.7 CONCLUSION 

Consumers worldwide have developed a more positive attitude towards credit use over 

the last century and the youth of today have grown up in households where being in debt 

is normal. This is largely explained by the life cycle theory that states that consumers will 

make spending and saving decisions to achieve the preferred distribution of consumption 

over the life cycle. Younger consumers will borrow money to buy assets and subsidise a 

lifestyle that is in line with their future earnings expectations, while older consumers first 

repay debt and then start saving for retirement. Consumers are willing to sacrifice future 

earnings to gain instant gratification. As such, credit has played an undeniable role in 

improving the quality of life for many consumers and consumer credit is believed to be a 

major driver of economic growth. Not all consumers make rational decisions though and 

many become over-indebted and are unable to repay their debt. There are several 

reasons for this. Economic conditions and unemployment play a role and many people 
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use credit to buy necessities. Others do not realise the consequence of their 

overspending due to the abstract nature of credit; that is, they simply do not understand 

how much they will eventually have to repay. Marketing also plays a role. Consumers are 

bombarded with credit offerings from banks and retailers. Although the government, 

through the NCA, has tried to curtail unethical lending practises and lending to over-

indebted consumers, it is still a prevalent practice. Internal factor such as emotions and 

attitudes undoubtedly also plays a major role. People buy products because it makes 

them feel better (materialism) or to create a favourable impression among their peers 

(status consumption). Others compare their own lives to those of others and then use 

credit to buy products they see others have and that they desire (social comparison) or 

buy on impulse because of outside stimuli (impulsive buying). Many consumers are over-

indebted. For consumer credit to play a positive role and not the destructive role it has 

played in many consumers lives a greater understanding of the internal causes of credit 

use will help researchers and marketers move towards sustainable credit use. 

The research methodology followed in this study is discussed in Chapter 4.  
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CHAPTER 4 

RESEARCH METHODOLOGY 

4  

4.1 INTRODUCTION 

This chapter contains a discussion on the research methodology used for the empirical 

research in this study. Marketing research is “the management process responsible for 

identifying, anticipating and satisfying customer requirements profitably”, according to the 

United Kingdom Chartered Institute of Marketing (Bradley, 2010:4). It is a systematic and 

objective process of planning, gathering, analysing and reporting data, which can be used 

to identify and define opportunities and problems as well as evaluate marketing options 

and monitor performance (Cant et al., 2008:3).  

The marketing research process is illustrated in Figure 4-1. 

 

Figure 4-1: Marketing research process  

Source: Malhotra (2018:704) 
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This chapter is a rationale for the methodology used to achieve the empirical objectives 

of this study. It describes the methods used to collect information, explains why those 

methods were selected, as well as provides the parameters of the study. This includes 

the design and administration of the questionnaire, as well as the method of interpretation 

for the information gleaned from it. 

The research design is discussed in Section 4.2. In Section 4.3, the sampling strategy is 

described followed by the description of the measuring instrument in Section 4.4. The 

process of administering the questionnaire is described in Section 4.5. Thereafter, the 

data preparation is discussed in Section 4.6 and the statistical analysis techniques used 

in the study are described in Section 4.7.  

4.2 RESEARCH DESIGN 

The research design is the framework that guides the research project and specifies the 

methods and procedures used to collect and analyse the relevant information. Research 

designs can be either exploratory research or conclusive research and conclusive 

research can be divided into causal research and descriptive research (Malhotra, 

2018:66; Nargundkar, 2008:39; Shukla 2008b:29).  

Exploratory research attempts to shed light on an area to provide a greater understanding 

of the problem or opportunity (Bradley, 2010:38). The questions are mostly open-ended 

and the benefits are that it is fast, economic, provides rich data, accurately records market 

behaviour and provides preliminary insights that often lead to ideas, which can be defined 

and measured quantitatively (Shukla, 2008b:20; 32). Exploratory research is usually 

qualitative and data are collected from a small number of respondents who are 

interviewed or observed (Kent, 2007:17). 

Conclusive research is deductive in nature and produces findings that are used in 

reaching conclusions and making decisions, which necessitates that the research 

objectives and data requirements be clearly defined. The conclusive research design 

usually involves quantitative methods of data collection and data analysis and provides a 

way to verify and quantify findings of exploratory studies (Nargundkar, 2008:39). 

Conclusive research is either causal or descriptive. Causal research is used to determine 

the reason why certain market phenomena occur (Shukla, 2008b:46). Causal research 
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examines the cause and effect relationship between variables by manipulating one or 

more of those variables and then measuring the effect on the dependent variable 

(Malhotra, 2018:66; Hair et al., 2013:37).  

Descriptive research is a form of conclusive research used to describe market situations 

and characteristics, estimate the prevalence of behaviour, attitudes, beliefs or opinions, 

determine perceptions and associations between variables and make predictions rather 

than explaining the causes of such situations or opinions (Malhotra, 2018:70; Bradley, 

2010:510). Descriptive research can be longitudinal, in which more than one measure is 

taken from a fixed population in the sample to measure changes over time, or cross-

sectional. In cross-sectional research, measures are taken only once (Shukla, 2008b: 42). 

Cross-sectional research is divided into single cross-sectional designs, in which 

information is obtained for a sample once and multiple cross-sectional designs, in which 

information is obtained from two or more samples but also only once (Malhotra, 2018:71). 

A descriptive research design utilising a single cross-sectional approach was used in this 

study. 

4.3 SAMPLING STRATEGY 

This section contains the description of the target population, sampling frame, sampling 

method and sample size. Sampling is the process whereby the required data are obtained 

from a sample of the target population. The sample characteristics are then used to draw 

conclusions about the target population based on the observation of a portion of that 

population (Zikmund & Babin, 2013:63; 312).  

The sampling design process is illustrated in Figure 4-2. 
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Figure 4-2: Sampling design process  

Source: Malhotra (2018:331) 

The steps illustrated in Figure 4-2 are discussed in the following sections. 

4.3.1 Target population 

According to Malhotra (2018:331), the target population refers to a collection of elements 

or objects that possess the information sought by the researcher. These elements or 

objects must share common attributes relevant to the specific research. Generation Y is 

of interest to marketers since Generation Y makes up 35 percent of South African 

population and although many are unemployed those who successfully finish their studies 

will have a higher future earning potential as well as a higher social status within their 

communities (Statistics South Africa, 2018; Van der Merwe et al., 2018; Noble et al., 

2009:617). The target population decided on was Generation Y students between the 

ages 18 and 26 years, registered at a South African HEI during 2017.  

1
• Define the target population
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• Identify the sampling frame

3
• Select the sampling techique
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• Determine the sample size
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• Excecute the sampling process
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4.3.2  Sampling frame 

Waarts et al. (1997:106) define the sampling frame as a list of elements, which in this 

study were universities, from which the sample will be drawn. Table 4-1 outlines the South 

African public HEIs and the number of students enrolled therein during 2018.  

Table 4-1: South African higher education institutions 

University City and province 
Number of enrolled 

students 

University of South Africa 
(UNISA) 

Pretoria, Gauteng 299 324 

North-West University Main campus in Potchefstroom, 
North West 

63 395 

University of Pretoria Pretoria, Gauteng 53 232 

Tshwane University of 
Technology 

Pretoria, Gauteng 58 901 

University of Johannesburg Johannesburg, Gauteng 51 795 

University of KwaZulu-Natal Durban and Pietermaritzburg, 
KwaZulu Natal  

46 472 

University of the Free State Bloemfontein, Free-State 36 296 

Cape Peninsula University of 
Technology 

Cape Town, Western Cape 34 455 

University of the Witwatersrand Johannesburg, Gauteng 37 448 

University of Stellenbosch Stellenbosch, Western Cape 30 191 

University of Cape Town Cape Town, Western Cape 29 232 

Nelson Mandela Metropolitan 
University 

Port Elizabeth and George, 
Eastern Cape 

27  780 

Walter Sisulu University East London and Mthatha, 
Eastern Cape 

28 581 

Durban University of Technology Durban and Pietermaritzburg, 
Natal  

28 377 

University of Limpopo Turfloop and Pretoria, Gauteng 19 843 

Vaal University of Technology Vanderbijlpark, Gauteng 19 241 
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University of Zululand Empangeni, Natal 17 662 

University of the Western Cape Tygerberg, Cape Town, Western 
Cape 

21 796 

Central University of Technology Bloemfontein, Free-State 15 708 

University of Fort Hare Alice and East London, Eastern 
Cape  

13 831 

Table 4-1: South African higher education institutions (continued …) 

University City and province 
Number of enrolled 

students 

University of Venda Thohoyandou, Limpopo 15 237 

Mangosuthu University of 
Technology 

Umlazi, Durban, Natal 11 588 

Rhodes University Grahamstown, Western Cape 8 136 

Sefako Makgatho Health 
Sciences University 

Pretoria, Gauteng 5 402 

University of Mpumalanga Mbombela, Mpumalanga 1 268 

Sol Plaatje University Kimberley, Northern Cape 703 

Total number of enrolled students:  975 894 

Source: Anon. (2018i) 

The sampling frame comprised the 26 registered South African public HEIs. A non-

probability judgment sample of four HEI campuses was selected from the sampling frame, 

two from a traditional university, one from a university of technology and one from a 

comprehensive university. 

4.3.3 Sample method 

The sample method determines how participants are selected from the target population. 

According to Malhotra (2018:335), the two possible sampling techniques are probability 

and non-probability sampling. In probability sampling, units are selected by chance and 

all participants have a known, non-zero, probability of being included while nonprobability 

sample units are selected by the researcher and, therefore, cannot be said to be a 
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representation of the entire population with complete certainty (Zikmund & Babin, 

2013:322). Non-probability sampling is used because it is faster, less expensive and may 

yield good estimates of population characteristics (Malhotra, 2018:335).  

Convenience sampling is a commonly used non-probability sampling technique and is 

the least expensive and least time consuming. A convenience sample is a sample of 

convenient elements that are accessible, easy to measure and cooperative (Malhotra, 

2018:337). A non-probability convenience sample of 630 full-time undergraduate 

Generation Y students between the ages of 18 and 26 was used in this study following a 

single cross-sectional design, in which information is obtained from the sample only once. 

Questions regarding demographics, including home language and province of origin were 

included to ensure a representative sample was taken. Lecturers were contacted on each 

of the campuses and requested to assist in distributing and collecting the questionnaires. 

The relevance of the study and the voluntary and anonymous nature of the questionnaire 

were explained to the students. Subsequently, the questionnaires were distributed and 

collected after completion.   

4.3.4 Sample size 

According to Cant et al. (2008:136), the sample size is the total number of elements from 

the target population included in the research. The sample size depends on the variation 

found within the population as well as the desired reliability and accuracy of the study 

(Waarts et al., 1997: 107). For this study, 700 questionnaires were distributed to full-time 

undergraduate Generation Y students between the ages of 18 and 26, split between four 

university campuses. This was in accordance with previous studies of a similar nature 

(Bevan-Dye & Ukupojivi, 2016:118; Mofokeng et al., 2015:135; Synodinos et al., 

2013:19). The minimum number of respondents required for a covariance-based 

structural equation model is 200 and reliable observations are more likely when there is 

a 10:1 ratio of cases to free parameters (Wolf et al., 2013:914). Hair et al. (2010:662) 

propose that when seven or more constructs are used the sample size should be between 

300 and 500. A sample size of 700 full-time Generation Y students was deemed 

satisfactory for this study on the presumption that not all of the replies would be useable. 

Attempts were made to split the sample between the four selected campuses and 

obtaining at least 100 responses from each, thereby ensuring that the results were 
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representative and not skewed in favour of one campus. The number of completed and 

usable questionnaires returned equated to 630, which yielded a response rate of 90 

percent and satisfied the conditions for structural equation modelling. 

4.4 MEASURING INSTRUMENT AND DATA COLLECTION METHOD 

Empirical research can be divided into quantitative and qualitative research. Qualitative 

research is primarily used in exploratory research to gain insight into reasons, opinions 

and motivations in order to gain a better understanding of a problem. Quantitative 

research, in comparison, is used to quantify a problem by generating data based on 

defined variables that can be used in statistics (Wyse, 2011). This study used quantitative 

research to gather empirical data. Quantitative research can use either survey or 

observation methods to gather data (Malhotra, 2018:167). Using observation to gather 

data is a systematic process of observing and recording behaviour while the survey 

method may employ a self-administered questionnaire to collect data from participants 

(Kent, 2007:182).  

A self-administered questionnaire was chosen as the data collection method for this study 

because of the relative ease of coding, analysis and interpretation of data (Malhotra 

2018:167). According to Zikmund (2003:158), a self-administered questionnaire is a 

survey in which the participant takes responsibility for reading and answering the 

questions. The questionnaire used in this study made use of fixed alternative questions 

that required participants to rate their strength of agreement or disagreement on a 

statement on a six-point Likert type scale. This made the questionnaire simple to 

administer and the data gathered reliable, since responses are limited to the options given 

(Malhotra, 2018:167). 

After ethical clearance was gained, constructs from various validated scales were 

harvested and tested in a pilot in which 59 students participated. The results from the pilot 

study were then used to design a final questionnaire, which was administered after 

classes or in classes after gaining permission from lecturers at the selected campuses.  
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4.4.1 Questionnaire design 

A questionnaire is a formalised set of questions for obtaining information about the 

research question from participants (Cant et al., 2008:147). According to Malhotra 

(2018:293), a questionnaire must translate the required information into a set of questions 

that participants can and will answer, motivate and encourage the participant to cooperate 

and complete the interview and minimise response errors. 

A researcher must consider relevance and accuracy when developing a questionnaire 

(Zikmund, 2003:250). Furthermore, a researcher must decide between fixed-alternative 

questions in which the participants much choose the most relevant option and open-

ended questions in which participants must answer in their own words. For this study, a 

Likert type scale was used to determine the strength of agreement by the participants on 

certain statements. A Likert type scale was selected because it is easy to construct and 

administer because participants find it easy to use (Malhotra, 2018:266). 

4.4.2 Questionnaire content 

The questionnaire was designed to meet the empirical objectives of the study. The 

questionnaire was divided into three sections. Section A dealt with demographics and 

ensured that the participants were part of the target population and that the study was 

suitably representative of the target population. Section B contained questions that 

measured the actual credit use by the participants and Section C was a six-point Likert 

type scale used to measure the constructs.   

Based on the literature review in Chapters 2 and 3, six constructs were selected and 

tested to see how they influence credit usage intentions. The scales selected were 

previously validated and from the following studies: 

 Materialism - Richins and Dawson (1992): A consumer values orientation for 

materialism and its measurement: scale development and validation. 

 Status consumption - Eastman and Liu (2012): The impact of generational cohort 

on status consumption: An exploratory look at generational cohort and 

demographics on status consumption. 
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 Social comparison - Norvilitis and Mao (2013): Attitudes towards credit and finances 

among college students in China and the United States. 

 Impulsive buying - Rook and Fisher (1995): Normative influences on impulsive 

buying behaviour. 

 Money as a motivator - Monteiro et al. (2015): Attitudes towards money and 

motivational orientation to work in Brazilian young workers. 

 Credit attitude - Xiao et al. 1995: College students’ attitudes towards credit cards, 

as well as Lea et al. (1995): Psychological factors in consumer debt: Money 

management, economic socialization, and credit use. 

 Credit usage intentions - Fishbein and Ajzen (1975): Belief, attitude, intention, and 

behaviour: An introduction to theory and research and Ajzen (1991): The theory of 

planned behaviour. Organizational behaviour and human decision processes.  

4.4.3 Questionnaire structure 

The questionnaire started with a cover letter explaining the reason for the study and the 

anonymous and voluntary nature. The questionnaire was then divided into three sections. 

Section A deals with demographical information and includes screening questions to 

ensure all participants are part of the target population. Section B was used to gather 

information on the credit usage of the participants. Section C measured image 

consciousness, materialism, compulsive spending, status consumption and attitude 

towards money among the participants to determine how these factors affect their attitude 

towards credit and credit use intentions. This is done using a six-point Likert type scale 

ranging from strongly disagree to strongly agree. 

Table 4-2 provides a breakdown of the sections that made up the questionnaire. 
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Table 4-2: Questionnaire design  

Item Construct 

A1 – A6 Demographical data 

B1 – B7 Actual credit use 

C1 – C6 Materialism  

C7 – C10 Status consumption 

C11 – C14 Money as a motivator 

C15 – C22 Impulsive buying 

C31 – C37 Credit attitude 

C58 – C44 Credit intentions 

The following section contains a discussion of the pre-testing and piloting of the 

questionnaire. 

4.4.4 Pre-testing and pilot testing 

Before the main study, the questionnaire was pre-tested and a pilot study was done 

among a sample of the target population that were not included in the main study. A pre-

test is done to identify and eliminate any potential problems participants may experience 

in answering a questionnaire. The content, layout, instructions and questions on the 

questionnaire are all examined to ensure an accurate response is received. In the 

debriefing form of the pre-test, participants first complete the questionnaire and then are 

questioned on their understanding of the questions and to explain their responses 

(Malhotra, 2018:312). According to Zikmund and Babin (2013:302), the people selected 

to participate in a pre-test should be similar to the target population to ensure their 

responses and understanding are similar to how actual participants of the main study will 

respond to the questionnaire when the actual data-gathering takes place and to test 
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whether the participants will encounter any difficulties in understanding the questions and 

whether there are any ambiguous or biased questions. Pre-testing was done among a 

group of postgraduate marketing students and marketing lecturers and their suggestions 

were incorporated into the questionnaire in order to get better and more accurate 

responses.  

According to Bradley (2010:211), a pilot test should be done before the real survey to 

ensure that a questionnaire is working in the way it was intended and that participants 

understand the questions. This is done to determine if the questions are clear, easy to 

understand and relevant. The data from the pilot test is assessed for internal-consistency 

reliability and the convergent and discriminant validity of the items within the constructs. 

The pilot test was conducted among students similar to those of the target population that 

did not form part of the main study to avoid the possibility that students may be tested 

more than once. 

4.5 ADMINISTRATION OF THE QUESTIONNAIRE 

Data collection involves the actual collection of the required data with a survey 

questionnaire, which may be done electronically, telephonically, through the mail or 

through personal interviews (Malhotra, 2018:704). The best method of data collection is 

determined by the survey method, cost, the quality of the data required, the length of the 

questionnaire and the time available to complete the questionnaire (McDaniel & Gates, 

2010:143). This study used self-administered questionnaires because of the large 

sample, convenience, time limitations and because it was believed to have the highest 

potential response rate. 

The administration of the questionnaire was completed in 2017 and 630 Generation Y 

students from the four campuses participated. Lecturers were contacted on each of the 

campuses and requested to assist in distributing and collecting the questionnaires. The 

relevance of the study and the voluntary and anonymous nature of the questionnaire were 

explained to students. Subsequently, the questionnaires were distributed and collected 

after completion. 
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4.6 DATA PREPARATION 

Malhotra (2018:410) highlights that there are several steps of data preparation, which 

include editing, coding, capturing and cleaning of the gathered data. 

4.6.1 Editing 

Editing ensures that answers are complete, accurate and suitable. Any questionnaires 

that are incomplete, inaccurate or unsuitable can be returned to the participant, completed 

by the researcher, used as is or discarded (Bradley, 2010:314). During the editing stage, 

questionnaires were discarded if they were incomplete (that is, more than 10 percent of 

the scaled-response items were not completed) or did not fall into the target population. 

4.6.2 Coding 

Coding is the process of converting raw data into symbols and groups (Iacobucci & 

Churchill, 2010:351). This enables complex meanings to be broken down by assigning a 

code, usually a number (Bradley, 2010:314). Malhotra (2018:411) adds that when the 

questionnaire is structured, the answers can be pre-coded because codes are assigned 

to all possible answers before the fieldwork is done. The questionnaires used in this study 

were pre-coded with each response having been assigned a specific number. Table 4-3 

summarises the coding information. 

Table 4-3: Coding information 

Type of data  Section Question number 

Demographic A Items 1-7 

Current credit usage B Items 1-8 

Attitude C Items 1-44 

4.6.3  Capturing 

Transcribing is the act of reading the coded data into the computer, which was done 

manually for this study (Malhotra, 2018:416). The data collected in this study was 

captured with Microsoft Excel and then imported into SPSS and AMOS, Version 25.0 for 

Windows for analysis. 
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4.6.4 Data cleaning 

Data cleaning checks the consistency of data to find responses that are out of range, 

logically inconsistent or have extreme values. Missing responses can be substituted with 

a neutral option or an imputed response, or deleted case-wise or pair-wise (Malhotra 

2018:418). In this study, missing values were substituted using the relevant item’s mode 

value. 

4.7 STATISTICAL ANALYSIS 

The data were captured using Excel and analysed with SPSS and AMOS. The methods 

used to analyse the data included frequencies, factor analysis, reliability and validity tests, 

descriptive statistics, correlation testing, structural equation modelling and a two 

independent samples t-test. These methods are discussed in further detail below.  

4.7.1 Frequency analysis 

A frequency analysis was done to measure the frequency with which participants selected 

each option. A frequency distribution shows the number of responses for each value of 

an item and can be presented as a table, graph or chart for illustration (Malhotra, 

2018:439, 705). For Section A and B of the questionnaire, only frequencies were used. 

These sections describe the demographics of the sample as well as actual credit use. 

This study used tables as well as bar and pie charts to report on the frequency 

distributions. 

4.7.2 Exploratory factor analysis 

In this study, exploratory factor analysis (EFA) was done on the scale-related items in 

Section C to assess the factorability of the items. Factor analysis is a data reduction 

statistical method that may be used for exploratory and confirmatory purposes (Pallant, 

2016:191). EFA explores the interdependent relationships between items and determines 

the correlations between variables (Malhotra, 2018:700; 739; Hair et al., 2010:102). 

Researchers recommend 10 observations per scaled item as larger sample sizes tend to 

be more reliable. The Kaiser-Meyer-Olkin (KMO) test and Bartlett’s test of sphericity were 

used to measure the sampling adequacy and factorability of the constructs used. A KMO 

value of 0.60 and higher and a significant Bartlett’s test of sphericity value (p ≤ 0.05) are 
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an indication of the sampling adequacy and factorability of the data set (Pallant, 

2016:192). Given that the study used several scales, albeit from published studies, 

exploratory factor analysis was conducted in order to check the dimensionality of the 

factors and to check for any items that cross-loaded across factors.  

There are two basic approaches to factor analysis, namely common factor analysis and 

principal components analysis (Malhotra, 2018:589). Principal components analysis 

assumes that all communalities are initially 1.0 and the total variance of the items is 

accounted for by the factors or components, which indicates a no-error variance. This 

allows the best depiction of the interrelations between sets of variables since the optimal 

number of factors are extracted (Pallant, 2016:193). To determine the optimal factor 

solution, several methods are used including setting the number of factors according to 

the expected number of factors, considering the cumulative percentage of variance by 

the factors extracted and determining the number of factors by retaining only those with 

eigenvalues greater than 1.0 (Malhotra, 2018:589). This study used the eigenvalues to 

determine the number of factors to be extracted. After extraction, factors are rotated either 

using orthogonal rotation, varimax, quartimax or equamax rotation or with oblique 

rotation, oblimin and promax rotation. Principle component analysis using promax rotation 

was used in this study. 

Next, factor loadings and communalities are examined. Factor loadings above 0.50 are 

indicative of both statistical and practical significance. In addition to assessing the factor 

loadings, it is also important to look at the communalities, which indicate how much 

variance in each item is explained in the factor solution. If an item has a communality of 

less than 0.30, it may be unrelated to the other items within that factor (Costelle & 

Osborne, 2005:4). To retain the highest quality data, items with communalities below 0.30 

or factor loadings below 0.50 were deleted. In addition, items that cross-loaded and those 

that loaded on the wrong factor were deleted (Hair et al., 2010:118).  

4.7.3 Descriptive statistics 

Descriptive statistics provides a summary of a data set and include measures of central 

tendency, standard deviation, variability and measures of shape.  
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Measures of central tendency indicate where the centre of a frequency distribution lies. 

The three common measures of central tendency include the mode, mean and median. 

The arithmetic mean or average value, used in this study, is one of the most commonly 

used measures of central tendency for data collected using an interval or ratio scale. 

Calculating the mean is done by adding up all the responses and then dividing that figure 

by the number of responses (Malhotra, 2018:442; Field, 2009:20). 

Variability describes how close the distribution of responses is from the middle. This is 

done with data collected using interval or ratio scales and includes the range, inter-

quartile range, variance, standard deviation and coefficient of variation. This study made 

use of the standard deviation value. While the variance is calculated by subtracting each 

number from the mean and squaring the result and then calculating the average of the 

squared differences, the standard deviation is the square root of the variance. The 

standard deviation is expressed in the same units as the mean, whereas the variance is 

expressed in squared units (Malhotra, 2018:443; Field, 2009:23). 

The shape of any distribution can be described by measures of the skewness and 

kurtosis. Kurtosis is the peakedness of the distribution, a positive or higher peak indicate 

a narrower distribution and a negative or low peak indicate a wider distribution. Values 

greater than +2 are considered peaked or smaller than -2 are considered a low peak 

(Pallant, 2016:56). Skewness is used to describe the symmetry of the distribution, if the 

deviation from the mean is larger than +2 or smaller than -2 the distribution is considered 

unbalanced or skewed (Hair et al., 2010:71). 

4.7.4 Collinearity diagnostics  

Multi-collinearity occurs when the correlation between constructs, particularly the 

independent constructs, are excessively high (Pallant, 2016:160). When conducting a 

multivariate data analysis such as structural equation modelling, high levels of multi-

collinearity complicate interpreting the effects of individual independent variables on the 

dependent variable because of the high correlation between the variables (Hair et al., 

2010:2). There are several collinearity diagnostics available on SPSS and this study used 

the condition index, variance inflation factor (VIF) and tolerance. There is no evidence of 

multi-collinearity between the independent variables if the last root has a condition index 
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below 0.30 and none of the constructs has more than one variance proportion greater 

than 0.50 (Field, 2009:242). Tolerance shows the amount of variance in the independent 

variable not accounted for by the remaining independent variables. Here, the formula 1-

R2 is used. Tolerance levels of 0.10 or less are problematic and an average VIF value of 

10 or more are problematic (Orme & Combs-Orme, 2009:27).  

4.7.5 Nomological validity 

A correlation analysis tests the nomological validity of a model by measuring the strength 

and direction of the relationship between constructs proposed for inclusion in a 

measurement model (Hair et al., 2010:710). A Pearson’s product-moment correlation 

coefficient (r) is used to determine the relationship strength between the constructs and 

(r) values range from -1 to one. Values closer to one indicates a stronger correlation, 

regular values indicate a positive correlation and a (–) indicates a negative correlation 

(Malhotra, 2018:513). In order to assume nomological validity, it is necessary that the 

relationships between the constructs destined for inclusion in a model are statistically 

significant and in the correct direction, as dictated by the underlying theory (Hair et al., 

2010:710). 

4.7.6 Structural equation modelling 

Structural equation modelling is a confirmatory rather than an exploratory technique that 

is used to test whether collected data supports a hypothesis or theoretical model. It uses 

a collection of statistical techniques that allows a theoretical construct, or a set of 

relationships, between one or more independent variables and one or more dependent 

variables to be examined. Factors are unobservable or latent, that are represented by 

multiple items. Structural equation modelling may also be referred to as causal modelling, 

covariance structure analysis and latent variable analysis (Malhotra, 2018:550). This 

study tests a structural equation model to determine how materialism, status 

consumption, social comparison, impulsive buying, money as a motivator and credit 

attitude influence credit usage intentions using AMOS. The process for structural 

equation modelling is discussed next: 
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4.7.6.1 Define individual factors 

The hypothesis can only be tested if the model is valid. Therefore, theory developed in 

earlier studies is used to develop a model that shows how the items are combined to 

represents factors. This is done through scales used to measure observed items 

(Malhotra 2018:671). The model used in this study included the following factors; 

materialism, status consumption, social comparison, impulsive buying, money as a 

motivator, attitude towards credit and credit usage intentions. 

4.7.6.2 Measurement model specification 

The theory serves as a foundation for the structural equation model and determines the 

factors that will be used. Structural equation models are only comprised of two models, 

namely a measurement model and a structural model. A measurement model shows how 

the items represent factors and permit the assessment of construct validity and reliability. 

The degree to which each item is related to its construct is represented by the item’s 

loading and an error term is added since the latent factor does not explain the item 

perfectly (Malhotra, 2018:671; Lei & Wu, 2007:34). The measurement model is estimated 

through confirmatory factor analysis, provides an assessment of the overall model fit and 

indicate the amount of variance explained by the measured items (Babin & Svensson, 

2012:325). As the latent construct cannot be observed, one factor loading is fixed – 

usually at one (Byrne, 2012:307). Standardised factor loadings should fall between zero 

and one and higher values indicate better-observed items for the latent variable (Lei & 

Wu, 2007:37). The model must also be examined for any problematic estimates, such as 

Heywood cases, which are negative error variances. Standardised factor loadings of 

above 1.0 or below -1.0 may indicate that the measurement model includes sample size 

errors, model-implied matrices or model specification errors (Kline, 2011:158; Hair et al., 

2010:706) 

Having a sufficient sample size is important when using structural equation modelling as 

it influences the stability of the parameter estimates. The sample size required is 

determined by the model complexity, the estimation method utilised and the distributional 

characteristics of measured items (Lei & Wu, 2007:34; Kline, 2011:11). Wolf et al. 

(2013:914) propose that the minimum number of participants for a covariance-based 
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structural equation model is 200 and that reliable observations are more likely when there 

is a 10:1 ratio of cases to free parameters. When seven or more factors are used, the 

sample size should be between 300 and 500 according to Hair et al. (2010:662). A 

planned sample size of 700 and actual sample size of 630 full-time Generation Y students 

were thus satisfactory for this study. 

4.7.6.3 Reliability and validity 

The consistency of results when a test is repeated is referred to as its reliability. Reliable 

data are devoid of random error, which comes about due to random differences in study 

participants or measurement conditions (Malhotra, 2018:275). 

The alternative-forms method, the test-retest method and the internal consistency method 

can be used to assess the reliability of a summated scale. The alternative-forms method 

gives two different versions of the same test to a participant at different times and the 

scores are then compared to see if the test is reliable. The test-retest method measures 

the closeness of agreement between successive tests under similar conditions (Malhotra, 

2018:275). In this study, internal-consistency reliability was assessed using Cronbach’s 

alpha (Pallant, 2016:106). Cronbach’s alpha values above 0.70 are recommended and 

values between 0.80 and 0.95 are considered very good (Zikmund & Babin, 2013:364; 

Field, 2009:675). Cronbach’s alpha coefficient values are influenced by the number of 

items in the scale, artificially increasing/decreasing with an increase/decrease in the 

number of scale items and therefore the average inter-item correlation values are also 

reported for scales comprising fewer than 10 items (Pallant, 2016:106). The optimal range 

of average inter-item correlation values ranges from 0.15 to 0.50 (Clark & Watson, 

1995:316). This additional method was used as a test in the pilot study.  

The composite reliability (CR) of each factor was also assessed by using the standardised 

loading and error variance estimates produced in the measurement model in structural 

equation modelling. The CR average variance extracted (AVE) and the correlation 

coefficients are computed in order to determine the reliability and convergent and 

discriminant validity of the latent factors. The CR and AVE values were calculated by the 

formulae found in Malhotra (2018:675): 
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CR = [(Fl1+Fl2+Fl3+...)2/ (Fl1+Fl2+Fl3+...)2 + (err1+err2+err3+...)]  

AVE = [(Fl12+Fl22+Fl32+...) / (Fl12+Fl22+Fl32+...) + (err1+err2+err3+...)] 

The validity of a measurement instrument determines if the instrument measures that 

which it was designed to measure and whether the instrument is free of both random and 

systematic error. Validity may refer to face validity, criterion validity and construct validity 

(Malhotra, 2018:278). Criterion validity is the extent to which a measure is related to the 

outcome. Construct validity is the degree to which a test measures what it is designed or 

aims to be measuring. Face validity, or content validity, refers to the extent to which the 

measurement instrument covers the topic being researched and is determined through 

subjective evaluation (Malhotra, 2018:278). In this study, two marketing academics 

perused the questionnaire to assess its face validity.  

Construct validity determines whether the scale measures the relevant construct and not 

something else (Mouton & Marais, 1990:68). Construct validity occurs if the scale follows 

the theory and thus relies on an understanding of theoretical foundations underlying the 

obtained measurement (McDaniel & Gates, 2010:319-320). Convergent, discriminant and 

nomological validity of the measurement instrument are assessed to establish construct 

validity. Construct validity is determined by convergent validity, the degree to which two 

measures that theoretically should be related, are in fact related, discriminant validity, 

whether measurements that are not supposed to be related are actually unrelated and 

nomological validity, the degree to which a construct behaves as it should within a system 

of related constructs (Malhotra, 2018:279; Churchill et al., 2010:416). In this study, 

Pearson’s product-moment correlation was used to test the associations between all of 

the latent factors, which provided an indication of the nomological validity of the proposed 

measurement. Convergent and discriminant validity were assessed by considering the 

standardised factor loadings and average variance extracted (AVE) in the measurement 

model in structural equation modelling. AVE values of 0.50 and standardised factor 

loading estimates above the 0.50 level indicate convergent validity. Discriminant validity 

is in evidence when the squared-root of the AVE values exceeds the correlation 

coefficients produced in the measurement model (Hair et al., 2010:709). 
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4.7.6.4 Structural model specifications 

A structural model shows the theoretical relationships between constructs, often with 

multiple dependence relationships. These relationships are drawn with arrows to 

represent theoretical relationships - dependence relationships with a straight arrow and 

correlation relationships with curved arrows (Malhotra 2018:668; Lei & Wu, 2007:34). The 

structural model determines how latent variables directly or indirectly influence the values 

of other latent variables (Byrne, 2012:14). Structural models consist of exogenous and 

endogenous variables or constructs. Exogenous constructs are independent constructs 

that are not influenced or explained by other factors in the model. Endogenous constructs 

are dependent constructs and are affected by both exogenous and other endogenous 

constructs (Malhotra, 2018:669). Variables can also act as mediators, which explain how 

or why an independent variable influences the dependent variable (Gunzler et al., 

2013:390). The paths between the latent factors show how constructs influence each 

other and this path analysis involves simultaneously estimating multiple regression 

models or equations (Lei & Wu, 2007:34). A path analysis allows complex structures, 

diagrams or models to be analysed to determine which hypothesised model will best suit 

or fit the data set (Hox, 1998:329-330). To do this, a comparison is made between the 

correlation matrix and the regression weights in the model and the goodness-of-fit 

statistics are calculated. The strength of each individual relationship is analysed using 

covariance or correlation matrix as input (Malhotra, 2018:664). Pathway analysis has 

three main requirements. First, all the variables should be measured without error. 

Secondly, error terms should not be inter-correlated. Thirdly, all causal relationships 

between the latent factors must be linear and unidirectional (Schreiber et al., 2006:326). 

If the paths are not significant as envisioned, the paths between the constructs may be 

changed or re-specified (Khine, 2013:16).  

4.7.6.5 Measurement and model fit 

Structural equation modelling is not only used to test relationships between dependent 

and independent variables but is also able to test the model fit (Pallant, 2016:118). This 

is done using various measures designed to measure fit, which consist of absolute fit, 

incremental fit and parsimony fit. Absolute fit indicates goodness of fit or badness of fit. 



 

104 

Goodness of fit measures indicates how well the theoretical model fit the sample data. 

Parsimony of fit is useful in evaluating competing models (Malhotra, 2018:673).  

This study utilised the absolute fit indices of the chi-square, standardised root mean 

residual (SRMR) and root mean square of approximation (RMSEA). Lower values 

indicate better model fit and values of less than 0.08 are desirable for both SRMR and 

RMSEA (Malhotra, 2018:673). The incremental fit indices used were the comparative fit 

index (CFI), incremental fit index (IFI) and Tucker-Lewis index (TLI) indices. Values for 

CFI, IFI and TLI range between 0 and 1 with values higher than 0.90 indicating a good fit 

(Malhotra, 2018:673). For comparison, Akaike’s information criterion (AIC) and 

Bozdogan’s consistent version of the AIC (CAIC) were used, with smaller AIC and CAIC 

values suggesting better fit (Byrne, 2012:82). 

4.7.7 Two independent samples t-test and Cohen’s D 

A t-test is a technique used for testing if there is a statistically significant difference 

between means. The three main types of t-tests are the one sample t-test, two 

independent-samples t-test and paired sample t-test. The one sample t-test is used to 

determine if a sample of observations could have been generated by a process with a 

specific mean. The paired sample or dependent sample t-test, is used to determine 

whether the mean difference between two sets of observations is zero by measuring each 

subject twice which results in pairs of observations. The two-independent samples t-test 

determines possible variations between means that have been sampled from two 

independent samples (Zikmund & Babin, 2013:390; Pallant, 2016:249). Cohen’s D is 

used to determine if the difference between means is practically significant or not and 

shows the strength of different effect sizes. Values between 0.20 and 0.50 suggest a 

small, relatively non-significant effect. Values between 0.50 and 0.80 suggest a medium-

sized effect and values above 0.80 are indicative of a large effect with practical 

significance (Silver et al., 2013:211; Pallant, 2016:219).  

This study made use of the two independent-samples t-test and Cohen’s D to determine 

whether gender played any part in determining Generation Y students’ attitudes towards 

credit and/or credit use intentions. 
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4.8 CONCLUSION 

This chapter offered an explanation of the research methodology followed in this study to 

reach the empirical objectives set in Chapter 1. A descriptive approach, utilising a single 

cross-sectional design, was selected and frequency analysis, exploratory factor analysis, 

collinearity diagnostics, descriptive statistical analysis, nomological validity, structural 

equation modelling, a t-test and Cohen’s D statistic were used to analyse the data. The 

statistical programmes used to analyse the data included SPSS and AMOS. 

A convenience sample of Generation Y students was selected from two traditional 

university campuses, one university of technology campus and one comprehensive 

university campus. After data collection, 630 useable responses were collected. Chapter 

5 reports on the results of the data analysis. 
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CHAPTER 5  

DATA ANALYSIS 

5  

5.1 INTRODUCTION 

In this chapter, the results of the data analysis are discussed, based on the empirical 

objectives of the study, as set out in Chapter 1 and following the methodology discussed 

in Chapter 4. The results of the pilot test are summarised in Section 5.2 and the data 

gathering process in Section 5.3. In Section 5.4, the preliminary data analysis is 

discussed. A description of the demographics of the sample is provided in Section 5.5 

and in Section 5.6, the credit use by the participants is indicated. Section 5.7 contains the 

results of the exploratory factor analysis. Section 5.8 discusses the descriptive statistics 

and Section 5.9 reports on the multi-collinearity diagnostics. Section 5.10 shows how 

nomological validity was established. Section 5.11 lists the various hypotheses that were 

formulated for the study. Section 5.12 describes the confirmatory factor analysis and path 

analysis that were used to determine the relationship between materialism, status 

consumption, money as a motivator, impulsive buying, social comparison, credit attitude 

and credit intentions. Section 5.13 outlines the results of the two independent samples t-

test. 

Data were first collected for a pilot test to ensure the reliability of the data gathered.  

5.2 PILOT TEST 

Prior to the pilot test, constructs were pre-tested by consulting with two marketing 

academics. Their input together with the existing literature determined the constructs 

selected for the pilot test. The pilot questionnaire was then constructed using validated 

scales selected from relevant and related studies. A convenience sample of 59 

Generation Y students from a traditional university participated in the pilot study during 

the latter half of 2016. The participants from the pilot study did not participate in the main 

study. The relevant constructs from the selected literature, as discussed in Chapter 3, 
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were tested for internal-consistency reliability. These pilot test results are outlined in Table 

5-1. 

Table 5-1: Pilot test results 

Items 
Number 
of items 

Mean Std. dev. N 
Cronbach’s 

alpha 

Average 
inter-item 

correlation 

Section C 

C1 – C6  6 4.3729 0.93942 59 .633 .229 

C7 – C10  4 2.6144 1.30757 59 .821 .534 

C11 – C14 4 4.3941 1.26730 59 .814 .508 

C15 – C22 8 3.0106 1.19475 59 .840 .395 

C23 – C30 8 3.0106 1.09325 59 .802 .332 

C31 – C37 7 3.7676 0.97934 59 .726 .284 

C38 – C44 7 2.7143 1.13668 59 .821 .402 

As shown in Table 5-1, the mean of the constructs pilot ranged from 2.6 to 4.4, with 

standard deviations (Std. dev) between 0.9 and 1.3. All of the constructs except 

materialism had Cronbach alpha values above 0.7, indicating good internal-consistency 

reliability (Pallant, 2016:8). While materialism’s Cronbach’s alpha was below 0.7 at 0.63, 

this is still acceptable, according to Malhotra (2018:277). Moreover, all the constructs’ 

average inter-item correlation values were above the recommended value of 0.15 (Clark 

& Watson, 1995:316). Since all of the constructs used have been validated and proved 

robust, it was decided to include those scales in the study. 

5.3 DATA GATHERING PROCESS 

Data were collected using a self-administered questionnaire. The administration of the 

questionnaire was completed during 2017. For the study, 630 Generation Y students from 

four university campuses participated. No distinction was made between undergraduate 

and postgraduate students but questionnaires were rejected when the participants were 

younger than 18 or older than 26. Attempts were made to ensure that a sufficient sample 

was gathered to be representative of the chosen HEIs’ student populations. The 
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questionnaire was either administered to students on their way from or in class, with 

permission of the lecturer. Every attempt was made to disturb teaching as little as 

possible. A copy of the questionnaire is attached as Annexure A. Participation was 

completely voluntary and participants remained anonymous.  

5.4 PRELIMINARY DATA ANALYSIS 

The preliminary data analysis consisted of coding, data cleaning and tabulation.  

5.4.1 Coding 

The questionnaire contained three sections named A, B and C. Section A contained six 

questions to determine the demographic makeup of the sample. Section B contained 

seven questions to determine the participants’ actual credit use. Section C contained 44 

questions from six different constructs of materialism, status consumption, money as a 

motivator, impulsive buying, social comparison, attitude to credit and credit intentions. 

The questionnaire did not include any reversed items.  

Table 5-2 shows the sections, the item codes and the assigned values.  

Table 5-2: Coding information 

Question Code Type Value assigned to response 

Section A  Demographical data  

Question 1 A1 Name of HEI Traditional University 1 

Traditional University 2 

University of Technology 

Comprehensive University 

Question 2 A2 Age (1) <18, (2) 18, (3) 19, (4) 20, (5) 21, (6) 
22, (7) 23, (8) 24, (9) 25, (10) 26 

Question 3 A3 Gender (1) Male 

(2) Female 

Question 4 A4 Academic year (1) First year 

(2) Second year 

(3) Third year  
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(4) Fourth year 

(5) Postgraduate 

Table 5-2: Coding information (continued …) 

Question Code Type Value assigned to response 

Section A  Demographical data  

Question 5 A5 Home province (1) Gauteng 

(2) Eastern Cape 

(3) Limpopo 

(4) KwaZulu-Natal 

(5) Mpumalanga 

(6) Western Cape 

(7) Northern Cape 

(8) North West 

(9) Free-State 

(10) International student 

Question 6 A6 Home language (1) Xitsonga 

(2) Sesotho 

(3) siSwati  

(4) Sesotho sa Leboa 

(5) TshiVenda 

(6) Setswana  

(7) isiNdebele 

(8) English  

(9) Afrikaans 

(10) isiZulu  

(11) isiXhosa 

(12) Other 
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Table 5-2: Coding information (continued …) 

Question Code Type Value assigned to response 

Section B  Actual credit use  

Question 8 B1 Types of credit used (1) I do not use any credit 

(2) NSFAS 

(3) Personal loan 

(4) Micro loan 

(5) Student loan 

(6) Loan from family or friends 

(7) Store card/account 

(8) Credit card 

(9) Cell phone contract 

(10)Other 

Question 9 B2 Main source of income (1) Bursary 

(2) Loan 

(3) Work (part-time/fulltime) 

(4) Parents, family, friends or partner 

Question 10 B3 Recent credit 
purchases 

(1) Electronics such as PC, TV or laptop 

(2) Furniture 

(3) Cell phone contract 

(4) Travel or Fuel 

(5) Medical expenses 

(6) Textbooks 

(7) Health and Beauty 

(8) Entertainment 

(9) Groceries 

(10) Clothes 

(11) Jewellery 

(12) Other 

Question 11 B4 Debt management (1) I am behind 

(2) I am struggling 

(3) I keep up but struggle from time to 
time 

(4) I easily keep up 

(5) I do not pay my own accounts 
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Table 5-2: Coding information (continued …) 

Question Code Type Value assigned to response 

Section B  Actual credit use  

Question 12 B5 Influences on credit (1) Interest free accounts 

(2) Discounts and promotions 

(3) Prestige 

(4) Loyalty points 

(5) Safer than cash 

(6) Availability of emergency funds 

(7) It is more convenient 

(8) Ability to pay later 

Question 13 B6 Funding applied for (1) NSFAS 

(2) Government bursaries 

(3) Private sector bursaries 

(4) Eduloan 

(5) Student loan from bank 

(6) University bursary 

Question 14 B7 Biggest financial 
concern 

(1) Class fees 

(2) Loans 

(3) Textbooks 

(4) Food 

(5) Travel 

(6) Residence fees/rent 

(7) Other 
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Table 5-2: Coding information (continued …) 

Section C  Constructs Value assigned to 
responses 

Question 14-19 C1M-C6M Materialism (1) Strongly disagree 

Question 20-23 C7S-C10S Status consumption (2) Disagree 

Question 24–27  C11AM-C14AM Money as a motivator (3) Slightly disagree  

Question 28-35 C15IB-C22IB Impulsive buying (4) Slightly agree 

Question 35-42 C23SOC-C30SOC Social comparison (5) Agree 

Question 43-49 C31CA-C37CA Attitude towards credit (6) Strongly agree 

Question 50-56 C38CI-C44CI Credit intention  

5.4.2 Data cleaning  

Data cleaning was done to screen the completed questionnaires received from 

participants. For the study, 700 questionnaires were distributed and participants falling 

outside of the defined target population were discarded. This resulted in 630 useable 

questionnaires; that is, a response rate of 90 percent. Given that there were 44 scaled 

items in the questionnaire, 630 participants satisfy the factor/principle component 

analysis requirement of having between five and ten cases per item (Pallant, 2016:195). 

The number of participants was also similar to similar studies and, therefore, deemed 

sufficient (Bevan-Dye & Ukupojivi, 2016:118; Mofokeng et al., 2015:135; Synodinos et 

al., 2013:19). Moreover, the number of participants satisfies the requirements for 

structural equation modelling (Wolf et al., 2013:914)  

5.4.3 Tabulation 

After all the scaled data in Section C had been coded and cleaned by substituting the 

missing values it was tabulated, as illustrated in Table 5-3. 
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Table 5-3: Frequency table of responses 

Item Strongly 
disagree 

Disagree Slightly 
disagree 

Slightly 
agree 

Agree Strongly 
agree 

C1 57 61 47 142 173 150 

C2 77 89 67 93 154 150 

C3 42 58 77 144 175 134 

C4 40 78 86 178 121 127 

C5 35 60 41 124 165 205 

C6 19 40 37 109 168 257 

C7 172 163 111 94 55 35 

C8 150 154 117 107 65 37 

C9 174 146 110 108 61 31 

C10 155 159 100 116 66 34 

C11 81 81 76 150 137 105 

C12 58 78 103 164 137 90 

C13 45 52 75 149 160 149 

C14 19 29 46 113 175 248 

C15 74 109 96 173 119 59 

C16 151 165 108 112 54 40 

C17 200 134 85 113 63 35 

C18 227 147 84 75 57 40 

C19 121 117 100 128 93 71 

C20 110 107 84 133 113 83 

C21 145 135 88 88 100 74 

C22 104 106 79 155 101 85 

C23 60 76 76 137 142 139 

C24 172 184 88 100 53 33 
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Table 5-3: Frequency table of responses (continued …) 

Item Strongly 
disagree 

Disagree Slightly 
disagree 

Slightly 
agree 

Agree Strongly 
agree 

C25 134 159 114 91 69 63 

C26 165 179 96 105 53 32 

C27 221 167 79 92 37 34 

C28 134 146 88 132 89 41 

C29 230 135 92 78 51 44 

C30 324 133 64 49 35 25 

C31 245 115 73 81 61 55 

C32 99 74 60 131 154 112 

C33 70 65 89 159 161 86 

C34 151 134 130 109 69 37 

C35 100 75 87 135 150 83 

C36 145 127 111 140 68 39 

C37 88 63 90 138 163 88 

C38 191 107 79 104 97 52 

C39 163 95 82 116 112 62 

C40 284 132 77 63 39 35 

C41 118 58 80 151 138 85 

C42 207 131 86 109 65 32 

C43 164 106 85 142 90 43 

C44 173 98 94 121 95 49 

In the following section, a description of the sample is provided. 
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5.5 DEMOGRAPHICS 

Section A contained questions aimed at determining the demographic makeup of the 

participants. This was done to compensate for the use of convenience sampling by 

providing some measure of the representativeness of the sample.  

Figure 5-1 depicts the type of HEI campus that the sample participants were registered 

at when the study took place.  

  

Figure 5-1: Type of higher education institution   

As shown in Figure 5-1, the majority of participants were registered at Campus A of the 

traditional university (35%), followed by 29 percent from the university of technology 

campus, 20 percent from the comprehensive university campus and 16 percent from 

Campus B of the traditional university. 

Figure 5-2 represents the participants’ age categories.   

35%

16%

29%

20%

Traditional University: Campus A Traditional University: Campus B

University of Technology Comprehensive Universtity
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Figure 5-2: Participants’ age categories 

Students from ages 18 to 26 were selected for the study. Any participants who were either 

younger than 18 or older than 26 were removed, leaving a sample size of 630 participants. 

The majority of the participants were between 20 and 22 (75%).  

Figure 5-3 depicts the gender distribution in the sample. 
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Figure 5-3: Gender  

Approximately 60 percent of registered tertiary students in South Africa are female and 

40 percent are male (Council on Higher Education, 2016). The participants in the sample 

closely reflected this trend, with 42 percent of the participants indicating they are male 

and 57 percent female.  

Figure 5-4 illustrates the participants’ year of study. 

42%

57%

1%

Male Female Missing
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Figure 5-4: Year of study 

The majority of participants, 53 percent, indicated that they were in their second academic 

year of study, followed by 15 percent in their first year, 21 percent in their third year and 

11 percent in their fourth year. 

Figure 5-5 illustrates the sample participants’ province of origin. 
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Figure 5-5: Province of origin 

Of the participants, 41 percent indicated their province of origin as being the Gauteng 

province. Given that three of the four university campuses are situated in Gauteng, this 

was to be expected. This was followed by 30 percent of participants who indicated that 

they were from the North-West province. Of the participants, three participants did not 

complete the question. Most importantly, each of South Africa’s nine provinces was 

represented in the sample.  

Figure 5-6 depicts the sample participants’ home language. 
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Figure 5-6: Home language  

Most of the participants indicated their home language as Setswana (33%), followed by 

Sesotho (17%) and isiZulu (13%). All of South Africa’s 11 official languages were 

represented in the sample.  

In the following section, Generation Y students’ credit use is reported. 

5.6 CREDIT USE 

In terms of the first empirical objective set in Chapter 1, Section B focused on determining 

the participants’ actual credit use. This included participants’ sources of income and credit 

types, their credit purchases, debt management, and reasons for credit use, credit 

applications and financial concerns.    

Figure 5-7 depicts the types of credit the sample participants reported using. 
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Figure 5-7: Types of credit used 

Of the participants, only 29 percent did not use some form of credit. There was 48 percent 

who indicated that they had NSFAS loans. There are currently approximately 1 000 000 

students enrolled at the 26 different universities (Anon., 2018i). NSFAS funds 450 000 

students (Gumede, 2016) and 160 000 new students applied for and received loans in 

2017 (Shezi, 2017). This means that 45 percent of South Africa’s students receive NSFAS 

funding, which corresponds with the participants’ 48 percent NSFAS use. Only 4 percent 

had traditional student loans and another 4 percent had loans from family and friends, 

which may be due to the higher popularity of NSFAS. In addition, 5 percent of participants 

had personal loans, 5 percent had store cards and 4 percent had cell phone contracts. 

Only 2 percent of participants had credit cards, which is much lower than some previous 

studies reported (Goko, 2013). 

Figure 5-8 reports of the participants’ sources of income. 
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Figure 5-8: Sources of income. 

The majority of participants, 73 percent, indicated that they were dependent on parents, 

friends and family as their primary source of income. External sources of income such as 

bursaries and loans made up 19 percent and 14 percent, respectively. Only 7 percent of 

participants were employed and contributed financially to their own education. 

Figure 5-9 reports on the type of credit purchases participants indicated making.  
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Figure 5-9: Credit purchases 

Textbooks, clothes, cell phones and groceries made up the majority of credit purchases. 

Many of these purchases are not luxuries but necessities and this may be an indication 

that some participants are purchasing on credit because they have no other option.  

Figure 5-10 illustrates the participants’ debt management. 
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Figure 5-10: Debt management 

Of the participants, 9 percent did not answer the question, presumably because they do 

not have any accounts. Of those that indicated having accounts to pay, 37 percent of the 

participants did not pay their own credit accounts, 17 percent easily keep up with 

payments and 21 percent keep up but struggle at times. Only 7 percent were struggling 

and 9 percent were behind on payments.  

Figure 5-11 reports on the participants’ reasons for credit use. 



 

125 

 

Figure 5-11: Reasons for credit use 

As can be seen from Figure 5-11, access to future earning was the biggest motivational 

factor for participants’ use of credit. This can be seen from the 41 percent of participants 

claiming that the ability to buy now and pay later was the biggest motivator for using credit. 

Safety was also a major concern, with 23 percent of participants claiming that using credit 

was safer than carrying cash, while the availability of emergency funds motivated 13 

percent of participants. Discounts and promotions were important to 17 percent of 

participants. Convenience (11%), loyalty points (8%) and interest free accounts (7%) 

each played a small role. Prestige was not an important consideration, with only 1 percent 

of participants indicating it played a part in their credit use decisions. 

Figure 5-12 reports the type of credit applications the sample participants indicated they 

had made. 
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Figure 5-12: Credit applications 

Most participants applied for some form of finance. NSFAS was the most popular and 64 

percent of participants applied for NSFAS funding although, as shown in Figure 5-7, only 

48 percent received NSFAS loans. The challenges faced by the NSFAS programme were 

discussed in Chapter 2. Bursaries from the government, private industry and universities 

themselves were not as popular among the participants, given that 23 percent applied for 

private industry bursaries, 23 percent for government bursaries and 13 for university 

bursaries. Loans were the least popular way of studying, with only 7 percent of 

participants applying for student loans from banks and 12 percent for Eduloan assistance. 

Seen in the light of the shortage of funding, it is concerning that so few participants 

bothered to apply for bursaries and this may warrant future research. 

Figure 5-13 depicts the participants’ financial concerns. 
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Figure 5-13: Financial concerns 

This question dealt with participants’ financial concerns. Tuition was a major concern for 

participants, with 51 percent of participants indicating being concerned about class fees 

and 33 percent about textbooks. Aside from study-related concerns, 36 percent indicated 

accommodation as a concern, 36 percent of participants indicated that food was a 

concern and 15 percent that travel was a concern. Repaying loans was only of concern 

to 12 percent of participants, which corresponds to the responses depicted in Figure 5-

10 that indicated that most participants are either keeping up with payments or are not 

repaying their loans themselves. 

In the following section, the exploratory factor analysis undertaken on the scaled-

response questions is discussed. 

5.7 EXPLORATORY FACTOR ANALYSIS 

Exploratory factor analysis (EFA) was conducted on the scale-related items in Section C 

to assess the factorability of the items. Given that the study used several scales, albeit 

from published studies, exploratory factor analysis was conducted in order to ensure that 

no items cross-loaded and that all items loaded onto the correct factor and that no items 
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had communalities below 0.30 (Costelle & Osborne, 2005:4). Principle component 

analysis using the Promax rotation was used. The first EFA had a KMO value of 0.905 

and a significant Bartlett’s test of sphericity (12058.682; df=946; p=0.000 < 0.05).  

The EFA resulted in nine rather than the expected seven factors and these nine factors 

explained 49.97 percent of the variance. However, an inspection of the communalities 

and pattern matrix revealed that four items had communality values below 0.3, one item 

cross-loaded and four items loaded on the incorrect factor. These items included two 

items from the materialism scale (C1M & C2M), one item from the money as a motivator 

scale (C14AM), three items from the social comparison scale (C23SOC, C29SOC & 

C30SOC) and three items from the credit attitude scale (C31CA, C32CA & C33CA). 

These items were deleted once they had been examined to ensure that their elimination 

would not alter the original construct’s conceptualisation in any way. 

The EFA was then rerun without these items, which resulted in a KMO of 0.902 and a 

Bartlett’s test score of 10000.276 (df=595; p=0.000 < 0.05), which explained 52 percent 

of the variance. The rotated factors from the pattern matrix, together with the eigenvalues 

and percentage variance extracted are presented in Table 5-4. 

Table 5-4: Pattern matrix 

 Factors  

 1 2 3 4 5 6 7 Communalities 

C3M       .412 .326 

C4M       .433 .314 

C5M       .731 .510 

C6M       .766 .502 

C7S   .796     .644 

C8S   .856     .716 

C9S   .885     .693 

C10S   .782     .600 

C11AM      .722  .563 

C12AM      .920  .800 

C13AM      .582  .388 
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Table 5-4: Pattern matrix (continued …) 

 Factors  

 1 2 3 4 5 6 7 Communalities 

C15IB .477       .386 

C16IB .654       .551 

C17IB .820       .647 

C18IB .722       .494 

C19IB .668       .428 

C20IB .592       .423 

C21IB .678       .436 

C22IB .654       .361 

C24SOC    .855    .633 

C25SOC    .655    .567 

C26SOC    .930    .763 

C27SOC    .551    .489 

C28SOC    .517    .361 

C34CA     .673   .502 

C35CA     .701   .470 

C36CA     .732   .566 

C37CA     .681   .496 

C38CI  .643      .523 

C39CI  .690      .530 

C40CI  .532      .443 

C41CI  .583      .332 

C42CI  .807      .616 

C43CI  .807      .554 

C44CI  .758      .590 

Eigenvalues 9.18 3.53 2.30 1.90 1.62 1.51 1.32 

Percentage 
variance  

24.92 8.77 5.21 4.20 3.56 2.97 2.43 
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As is evident from Table 5-4, the second EFA resulted in the extraction of seven factors 

with eigenvalues greater than 1.0. These factors are in accordance with the literature and 

explained 52 percent of the total variance.  

Following this EFA, the descriptive statistics for the extracted factors were calculated, as 

discussed in Section 4.7. 

5.8 DESCRIPTIVE STATISTICS  

In order to address the second empirical objective in Chapter 1, descriptive statistics were 

computed. The data in this study were collected using a six-point Likert type scale and 

the location, variability and shape of the data collected were measured. No reversed items 

were included in the scale and higher means indicate a greater agreement on the items 

from each scale. The descriptive statistics computed are outlined in Table 5-5. 

Table 5-5: Descriptive statistics  

Items Mean n=630 
Standard 
deviation 

Skewness Kurtosis 

Materialism 4.38 1.07 -.567 -.207 

Status consumption 2.76 1.30 .397 -.650 

Money as a motivator 3.94 1.29 -.396 -.486 

Impulsive buying 3.12 1.14 .290 -.551 

Social comparison 2.76 1.20 .464 -.449 

Credit attitude 3.32 1.24 -.091 -.708 

Credit intentions 2.96 1.23 .241 -.634 

As shown in Table 5-5, means above 3.5 on the six-point Likert type scale were recorded 

on only two constructs, namely materialism (mean=4.38) and money as a motivator 

(mean=3.94). This suggests that Generation Y students have materialistic tendencies and 

are motivated by money. This is supported by previous research that found that people 

from developing countries and disadvantaged backgrounds tend to be more materialistic 

(Duh, 2016:138; Postel, 2008). The mean for credit attitude was marginally below the 3.5 

mark (mean=3.32), which infers that Generation Y students have only a moderately 
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positive attitude towards credit. Means below 3.5 were computed on the remaining 

constructs, which infers that Generation Y students do not have social comparison, status 

consumption or impulse buying tendencies. According to the self-reporting measuring 

instrument used in the study, they also do not appear to have strong credit usage 

intentions.  

The standard deviations were between 1.07 and 1.30. Skewness describes the symmetry 

of distribution and all of the constructs fell within a -2 and +2 indicating a normal 

distribution. Kurtosis is the peakedness of the distribution, a positive or higher peak 

indicating a narrower distribution and a negative or low peak a wider distribution (Pallant, 

2016:60). All of the constructs had a negative peak indicating a wider dispersion.  

5.9 COLLINEARITY DIAGNOSTICS 

It is necessary to check for multi-collinearity between the independent factors when 

employing multivariate statistical analysis techniques. An evaluation of multi-collinearity 

between the independent factors was conducted using the SPSS Statistics Collin 

instruction, with the case number as the dummy dependent variable. The collinearity 

diagnostics output is reported on in Table 5-6. 

Table 5-6: Collinearity diagnostics 

Factors Condition 
index 

Constant M SC MM IB SOC 

1 1.000 .00 .00 .00 .00 .00 .00 

2 6.87 .07 .03 .48 .07 .00 .12 

3 8.07 .00 .00 .44 .04 .00 .77 

4 8.61 .00 .00 .02 .22 .79 .08 

5 10.44 .19 .14 .05 .67 .21 .00 

6 14.40 .74 .83 .01 .00 .00 .02 

Tolerance   .71 .65 .77 .70 .64 

VIF   1.41 1.53 1.30 1.43 1.57 
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As shown in Table 5-6, there is no evidence of any serious multi-collinearity between the 

independent variables of materialism (M), status consumption (SC), money as a motivator 

(MM), impulsive buying (IB) and social comparison (SOC), given that the last root has a 

condition index below 0.30 and none of the factors have more than one variance 

proportion greater than 0.50 (Field, 2009:242). Furthermore, tolerance values show the 

amount of variance in the independent variable not accounted for by the remaining 

independent variables. Here, the formula 1-R2 is used. Tolerance levels of 0.10 or less 

are problematic and variance inflation factor (VIF) values of 10 or more are problematic 

(Orme & Combs-Orme, 2009:27).  

5.10 NOMOLOGICAL VALIDITY  

The correlation analysis tests the nomological validity of a model by measuring the 

strength of the relationship between two constructs (Hair et al., 2010:710). In order to test 

for nomological validity, a matrix of Pearson’s Product-moment correlation coefficients (r) 

was constructed, as reported in Table 5-7.  

Table 5-7: Correlation matrix 

 M SC MM IB SOC CA 

Materialism       

Status consumption .384**      

Money as a motivator .384** .368**     

Impulsive buying .378** .446** .284**    

Social comparison .413** .487** .340** .429**   

Credit attitude .233** .194** .223** .258** .240**  

Credit intention .251** .254** .187** .285** .339** .467** 

**Correlation is significant at the p ≤ 0.01 level (2-tailed) 

As shown in Table 5-7, all of the correlation coefficients were significant (p ≤ 0.01) and 

positive, with the strongest being between status consumption and social comparison (r 

= 4.87, p < 0.01) and between attitude towards credit and credit intentions (r = 4.67, p < 

0.01). This suggests that the constructs proposed for inclusion in the measurement model 
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exhibit nomological validity. This was to be expected as all of the constructs are closely 

related and previous studies have also found a strong connection between them (Harnish 

et al., 2018:194; Nga et al., 2011:245; Fitzmaurice & Comegys, 2006:298). 

5.11 HYPOTHESES TESTING 

Hypothesis testing was undertaken whereby the significance level was again set at the 

α=0.01 level and the decision rule applied was as follows: 

If P-value ≥ α, then conclude Ho 

If P-value < α, then conclude Ha 

Ho1: Determinants of credit usage intentions is not a seven-factor structure consisting 

of materialism, status consumption, money as a motivator, impulsive buying, 

social comparison, attitude towards credit and credit usage intentions.  

Hα1: Determinants of credit usage intentions is a seven-factor structure consisting of 

materialism, status consumption, money as a motivator, impulsive buying, social 

comparison attitude towards credit and credit usage intentions. 

Ho2: Materialism does not have a direct significant positive influence on Generation Y 

students’ attitude towards credit.  

Hα2: Materialism does have a direct significant positive influence on Generation Y 

students’ attitude towards credit. 

Ho3:   Status consumption does not have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Hα3:   Status consumption does have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Ho4:   Money as a motivator does not have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 
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Hα4:   Money as a motivator does have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Ho5:   Impulsive buying does not have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Hα5:   Impulsive buying does have a direct significant positive influence on Generation 

Y students’ attitude towards credit. 

Ho6:   Social comparison does not have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Hα6:   Social comparison does have a direct significant positive influence on 

Generation Y students’ attitude towards credit. 

Ho7:   Attitude towards credit does not have a direct significant positive influence on 

Generation Y students’ credit usage intentions. 

Hα7:   Attitude towards credit does have a direct significant positive influence on 

Generation Y students’ credit usage intentions. 

Ho8:   Male and female Generation Y students do not differ in their attitude towards 

credit. 

Hα8:   Male and female Generation Y students do differ in their attitude towards credit.  

Ho9:   Male and female Generation Y students do not differ in their credit usage 

intentions. 

Hα9:   Male and female Generation Y students do differ in their credit usage intentions. 
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5.12 STRUCTURAL EQUATION MODELLING   

In Section 5.12 the model proposed at the end of Chapter 3 is discussed. The first section 

contains the confirmatory factor analysis used to test the theory on which the empirical 

objectives of this study were based.  

5.12.1 Measurement model specifications 

A measurement model was developed to test the first hypothesis, Ho1 based on the third 

empirical objective. The measurement model specified for testing includes seven factors, 

namely materialism (M), status consumption (SC), money as a motivator (MM), impulsive 

buying (IB), social comparison (SOC), credit attitude (CA) and credit intentions (CI). This 

model is illustrated in Figure 5-14. 
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Figure 5-14: Confirmatory factor analysis 
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For model identification purposes, a 1.0 was assigned at random for each of the seven 

factors. The model had 630 distinct sample moments and 91 parameters to estimate, 

leaving 539 degrees of freedom (df) based on the over-identified model and a chi-square 

value of 1363.935 with a probability level equal to p=0.000.  

The standardised factor loading estimates and error variance estimates, together with the 

correlation coefficients, Cronbach alphas (a), CR, AVE and squared-root AVE values are 

outlined in Table 5-8. 

Table 5-8: Standardised coefficient estimates 

Latent factors Item Factor 
loadings 

Error 
variance 

a CR AVE √AVE 

Materialism (M) C3 .612 .375 .711 .713 .5 .71 

 C4 .592 .351     

 C5 .660 .436     

 C6 .611 .373     

Status consumption 
(SC) 

C7 .806 .650 .886 .887 .5 .71 

C8 .849 .720     

 C9 .822 .675     

 C10 .775 .600     

Money as a motivator 
(MM) 

C11 .770 .592 .790 .801 .5 .71 

C12 .864 .746     

 C13 .626 .391     

Impulsive buying (IB) C15 .609 .371 .861 .852 .5 .71 

C16 .747 .558     

 C17 .789 .622     

 C18 .698 .487     

 C19 .642 .412     

 C20 .604 .365     

 C21 .642 .412     

 C22 .563 .317     
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Table 5-8: Standardised coefficient estimates (continued …) 

Latent factors Item Factor 
loadings 

Error 
variance 

a CR AVE √AVE 

Social comparison 
(SOC) 

C24 .786 .618 .846 .852 .5 .71 

C25 .745 .555     

 C26 .851 .724     

 C27 .673 .452     

 C28 .586 .344     

Credit attitude (CA) C34 .712 .507 .797 .798 .5 .71 

 C35 .673 .453     

 C36 .748 .560     

 C37 .686 .470     

Credit intentions (CI) C38 .711 .505 .871 .873 .5 .71 

C39 .726 .527     

 C40 .659 .434     

 C41 .564 .318     

 C42 .771 .594     

 C43 .721 .520     

 C44 .764 .583     

Correlations M<-->SC:.475 M<-->MM:.486 M<-->IB:.466 M<-->SOC:.501 

 M<-->CA:.315 M<-->CI:.315 SC<-->MM:.421 SC<-->IB:.522 

 SC<-->SOC:.536 SC<-->CA:.239 SC<-->CI:.288 MM<-->IB:.323 

 MM<-->SOC:.373 MM<-->CA:.290 MM<-->CI:.216 IB<-->SOC:.489 

 IB<-->CA:.297 IB<-->CI:.308 SOC<-->CA:.274 SOC<-->CI:.364 

 CA<-->CI:.561    
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The model was assessed for any problematic estimates, such as negative error variances 

and any standardised factor loadings below -1.0 or above 1.0 (Hair et al., 2010:706). 

There were no problematic estimates in the model. 

As shown in Table 5-8, the association between each of the indicators and their 

respective latent factor was statistically significant (p ≤ 0.01). In terms of reliability, all 

Cronbach alphas were above 0.7, suggesting internal-consistency reliability and all CR 

values were greater than the recommended 0.70, indicating that the factors also exhibit 

construct reliability. Convergent validity is also evident given the CR values above 0.7, 

factor loading estimates above 0.50 and AVE equal to 0.50 (Hair et al., 2010:709). All the 

correlation coefficients were smaller than the squared-root of the AVE (√0.5=0.71), which 

is evidence of discriminant validity (Malhotra, 2018:676).  

Despite a significant chi-square value, the other fit indices suggest an acceptable degree 

of fit between the measurement model and the data, with a SRMR of 0.048, a RMSEA of 

0.05, an IFI of 0.915, a CFI of 0.914 and a TLI of 0.905. 

The specified measurement model demonstrated acceptable reliability, both in terms of 

internal-consistency reliability and composite reliability. In addition, there was evidence 

of construct validity, including convergent, discriminant and nomological validity. 

Furthermore, the model exhibits an acceptable fit.  

As such, the evidence in this sample infers that the null hypothesis, Ho1 be rejected and 

the alternative hypothesis, Ha1 concluded. That is, the determinants of Generation Y 

students’ credit usage intentions is a seven-factor structure consisting of materialism, 

status consumption, money as a motivator, impulsive buying, social comparison, attitude 

towards credit and credit usage intentions. 

5.12.2 Structural models 

The fourth empirical objective formulated in Chapter 1 is addressed in this section. In the 

initial structural model (Structural Model A), it was hypothesised that attitude towards 

credit (CA) acts as a mediator between materialism (M), status consumption (SC), money 

as a motivator (MM), impulsive buying (IB) and social comparison (SOC) and credit 

intentions (CI). In other words, it was theorised that materialism (M) (Ha2), status 
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consumption (SC) (Ha3), money as a motivator (MM) (Ha4), impulsive buying (IB) (Ha5) 

and social comparison (SOC) (Ha6) have a direct positive influence on Generation Y 

students’ attitude towards credit (CA), which, in turn, has a direct positive influence on 

their credit intentions (CI) (Ha7).  

The regression path estimates for structural model A are depicted in Figure 5-15.  

 

Figure 5-15: Model A 

Despite Structural Model A having a significant chi-square (1399.094; df=544; p < 0.01) 

value, the other model fit indices indicated acceptable model fit indices, with a SRMR of 

0.06, a RMSEA of 0.05, an IFI of 0.911, a CFI of 0.911 and a TLI of 0.903. This model 

also produced an AIC of 1571.094 and a CAIC of 2039.426.  

In terms of the regression paths, only two statistically significant (p ≤ 0.01) paths were 

computed in Structural Modal A. Impulse buying (IB) had a statistically significant positive 
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influence on attitudes towards credit (β = 0.156; p = 0.009 < 0.01) and attitudes towards 

credit (CA) had a statistically significant positive influence on credit usage intentions (CI) 

(β = 0.581; p = 0.000 < 0.01). As such, Ho5 and Ho7 are rejected and their alternatives, 

Ha 5 and Ha 7, concluded. The significant path between attitudes towards credit and 

credit usage intentions corresponds to the theory of reasoned action and theory of 

planned behaviour which proposes that attitude will determine intentions (Fishbein & 

Ajzen, 1975:510; Madden et al., 1992:3). 

The paths between materialism (M) (β = 0.143; p = 0.044 > 0.01), status consumption 

(SC) (β = -0.002; p = 0.980 > 0.01), money as a motivator (MM) ((β = 0.139; p = 0.016 > 

0.01), social comparison (SOC) (β = 0.112; p = 0.067 > 0.01) and credit attitude (CA) 

were all statistically non-significant at the 0.01 level. This means that there is insufficient 

evidence to reject the null hypotheses - Ho2, Ho3, Ho4 and Ho6.  

As is the convention, an alternative model was then specified based on the results of the 

first model and according to existing literature. In Structural Model B, it was theorised that 

materialism (M) and status consumption (SC) influence attitude towards credit (CA) via 

their influence on money as a motivator (MM), while impulse buying (IB) and social 

comparison (SOC) influence attitude towards credit (CA) directly, which, in turn, 

influences credit usage intentions (CI). 

The regression path estimates for Structural Model B are depicted in Figure 5-16. 
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Figure 5-16: Model B 

As was the case with Structural Model A, Structural Model B had a significant chi-square 

(1405.576; df=548; p < 0.01) value. That being said, the other model fit indices indicated 

acceptable model fit, with a SRMR of 0.06, a RMSEA of 0.05, an IFI of 0.911, a CFI of 

0.911 and a TLI of 0.903. This structural model produced an improved AIC of 1569.576 

and a CAIC of 2016.125. 

According to the regression paths depicted in Figure 5.17, materialism (M) (β = 0.384; p 

= 0.000 < 0.01) and status consumption (SC) (β = 0.241; p = 0.000 < 0.01) have a 

statistically significant influence on money as a motivator (MM), which has a statistically 

significant influence on attitude towards credit (CA) (β = 0.189; p = 0.000 < 0.01). Both 

impulse buying (IB) (β = 0.188; p = 0.000 < 0.01) and social comparison (SOC) (β = 0.154; 

p = 0.005 < 0.01) have a statistically significant influence on attitude towards credit (CA). 

Attitude towards credit (CA) (β = 0.580; p = 0.000 < 0.01) then has a statistically significant 

influence on credit usage intentions (CI).  

In terms of the squared multiple correlation (SMC) coefficient, collectively, the predictors 

explain 34 percent of the variance in Generation Y student’ credit usage intentions. 
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Table 5-9 provides a comparison of the fit indices between Structural Models A and B. 

Table 5-9: Comparison of the fit indices of Structural Models A and B 

Measures  Recommended value  Model A Model B 

Chi-square  Non-significant  1399.094 1405.576 

CFI  ≥0.90  0.911 0.911 

IFI  ≥0.90  0.911 0.911 

TLI  ≥0.90  0.903 0.903 

SRMR  ≤0.08  0.06 0.06 

RMSEA  ≤0.80  0.05 0.05 

AIC  Smallest positive values  1571.094 1569.576 

CAIC  Smallest positive values  2039.426 2016.125 

As shown in Table 5-9 whilst, the fit indices for Structural Model B remained largely 

unchanged from those in Structural Model A, the AIC and CAIC indices for Model B were 

lower than those for Model A, indicating that the revised model fits the data better than 

the hypothesised model. 

Therefore, it appears that materialism and status consumption tendencies influence 

Generation Y students’ attitude towards money, which, together with impulse buying and 

social comparison tendencies, influences their attitude towards credit and consequent 

credit usage intentions. 

In the following section, an independent samples t-test is used to determine whether male 

and female Generation Y students differ on any of these constructs. 

5.13 TWO INDEPENDENT SAMPLES T-TEST 

This section contains the results of the independent samples t-test, which was conducted 

to test Ho8 and Ho9, in accordance with the last empirical objective formulated in Chapter 

1. The significance level was set at a=0.01. The results are reported in Table 5-10. 



 

144 

Table 5-10: Gender differences 

Construct 
Male 
mean 

Male 
Std. 
Dev. 

Female 
mean 

Female 
Std. 
Dev. 

t-value p-value 
Cohen’s 

D 

Credit 
Attitude 

3.3713 1.28727 3.2661 1.20331 1.049 0.294 --- 

Credit 
Intentions 

3.0346 1.26323 2.9060 1.21143 1.290 0.197 --- 

As is evident from Table 5-10, there is no statistically significant (p ≤ 0.01) difference 

between male and female Generation Y students’ attitudes towards credit or credit usage 

intentions. Therefore, there is insufficient evidence to reject Ho8 and Ho9.  

5.14 CONCLUSION 

This chapter discussed the findings of the empirical component of the study. The results 

from the pilot test revealed that all of the constructs except one had Cronbach’s alpha 

values above 0.7 and all items were within the recommended inter-item correlation range 

of 0.15 and 0.5 except two, which were slightly higher, thereby providing an initial 

indication that the measuring scale exhibited reliable internal-consistency. Section A, 

which investigated the demographics established that the sample resembles the 

demographics of South African Generation Y students.  

The exploratory factor analysis resulted in the extraction of seven factors as predicted 

and each of the extracted factors aligned well with the factors specified from the literature. 

Confirmatory factor analysis confirmed that Generation Y students credit usage intentions 

can be explained by a seven-factor model. The model exhibited internal-consistency and 

composite reliability, construct validity and acceptable model fit. 

A path model was then proposed based on the literature that proposed that credit attitude 

acts as a mediator for credit intentions. While the path between attitudes towards credit 

and credit usage was statistically significant, the paths between materialism, status 

consumption, money as a motivator, social comparison and credit attitude (CA) were all 

statistically non-significant at the 0.01 level. As a result, this model was discarded and an 

alternative model specified. The revised structural model found that materialism and 
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status consumption have a statistically significant influence on money as a motivator, 

which has a statistically significant influence on attitude towards credit. Both impulse 

buying and social comparison have a statistically significant influence on attitude towards 

credit (CA). Attitude towards credit then has a statistically significant influence on credit 

usage intentions. The revised model also had improved AIC and CAIC fit indices. 

Generation Y students also exhibited no gender differences in terms of their attitude 

towards credit and credit usage intentions.  

The following chapter provides the conclusions of and recommendations from the study. 
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CHAPTER 6 

CONCLUSION AND RECOMMENDATIONS 

6  

6.1 INTRODUCTION 

Credit providers constantly expose consumers to marketing. To many people, credit is a 

way to improve their lives. It gives access to emergency funds, allows consumers to buy 

products that will raise their standard of living, allows students to fund their education and 

entrepreneurs to start companies – however to many, it is also a trap from which they 

cannot escape. Globally, consumer credit has increased dramatically over the past 

century and this increase has been accelerating over the last three decades. Most 

children today grow up in households where parents are indebted and often struggling to 

keep up. This normalises debt and 86 percent of South Africans older than 15 now hold 

some type of debt, be it from stores, banks, family or micro lenders (Nzukuma, 2017).  

Current research shows that up to 73 percent of South African households are 

experiencing financial difficulty (Smith, 2018b). This situation is likely to become worse 

as GDP growth (2017) slows to 1 percent while unsecured lending is growing by 5 percent 

year on year (Absa, 2018; Lamprecht, 2018). Not only is keeping up with debt repayment 

challenging for many individuals, it is also creating social unrest as workers push for 

higher wages to repay their debts. That being said, credit is here to stay and consumers, 

credit providers and government will have to reconsider how debt is managed to ensure 

that economic growth is not slowed, while at the same time consumers are not dragged 

down by excess debt. 

Consumer behaviour and the consumer decision-making process is influenced and 

determined by psychological factors and group factors. Group factors are the result of 

interactions with others such as family, peers and reference groups (Kreng & Huang, 

2011:535; Mostert & Du Plessis, 2007:91). Psychological factors include perceptions, 

motivation, beliefs, knowledge and attitudes (Mott, 2018). The theory of planned 

behaviour states that generally speaking, “people intend to perform a behaviour when 

they evaluate it positively, when they experience social pressure to perform it and when 
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they believe that they have the means and opportunities to do so” (Ajzen, 2005:117-119). 

Behavioural beliefs shape a person’s attitude towards performing a behaviour. Attitudes, 

in turn, affect the intention to perform the given behaviour and those intentions serve as 

the primary antecedents of the behaviour (Fishbein & Ajzen, 1975:510; Madden et al., 

1992:3).  

The goal of this study was to determine whether the psychological tendencies identified 

in the literature influenced the participants’ attitude towards credit and whether attitude 

towards credit acted as an antecedent to credit usage intentions. From the available 

literature, the following predictors were identified, namely materialism, status 

consumption, impulsive buying, social comparison, money as a motivator and credit 

attitude.  

6.2 OVERVIEW OF THE STUDY 

South Africa, like many other countries, is experiencing credit growth that far outstrips 

GDP growth (Absa, 2018; Lamprecht, 2018). Although credit growth has many positives, 

many consumers find themselves in a situation where they are unable to meet their 

obligations (Smith, 2018a). Students, in particular, are vulnerable to aggressive marketing 

by credit providers (Nga et al., 2011:245). This is due to a multitude of factors, including 

their lack of knowledge and experience and peer pressure to consume (Leclerc, 

2012:149; Finney et al., 2007:34; 35). There are also internal drivers that may influence 

a students’ decision to use credit such as materialism and status consumption (Duh, 

2014:974; Cronje et al., 2016:754). The growth in consumer credit along with the 

problems this has created is discussed in Section 1.1 and the problem statement is to be 

found in Section 1.2. The study objectives, based on the problem statement, are 

described in Section 1.3. These include the primary objectives, the theoretical objectives, 

the empirical objectives and the nine hypotheses based on the empirical objectives. This 

is followed by an overview of the research methodology used to achieve the empirical 

objectives in Section 1.4. The chapter concludes with the ethical considerations, 

theoretical framework, demarcation and contribution of study. 

Chapter 2 contained a discussion concerning credit. The chapter starts with a revision of 

the history of consumer credit and how it gained popular acceptance (Section 2.2 and 
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2.3). As this history goes back almost 4 000 years, only certain highlights are touched on 

such as the first codification of laws governing credit and the foundation of the modern 

financial system during the Middle Ages. In addition, credit played a role ushering in the 

industrial revolution by increasing consumer demand, as more productive industries 

increased the supply of consumer goods. In Section 2.4, the ways in which credit has 

become an essential part of the modern economy and contributes to raising the living 

standards of many people who would otherwise remain trapped in poverty are examined. 

This was largely made possible by improvements in technology, as discussed in Section 

2.5. The characteristics of the South African consumer credit market are discussed in 

Section 2.6 along with the most relevant sources of credit for Generation Y students in 

South Africa in Section 2.7 and consumer over-indebtedness in Section 2.8. Chapter 2 

concludes with student credit use in Section 2.9 and an introduction into the concept that 

non-economic forces also shape credit use in Section 2.10. 

Chapter 3 is a discussion on South African Generation Y students and the attitudes that 

shape their credit use. In order to understand the Generation Y cohort, the unique 

circumstances that shaped their views and behaviour are examined in Section 3.2. This 

is done both globally, in the context of globalisation and the information age, in Section 

3.3 and locally, in Section 3.4, considering that Generation Y students are part of the so 

called born frees, the first generation born after the fall of apartheid and under the new 

democratic dispensation. In Section 3.5, the relevant psychological tendencies and 

attitudes that shape credit usage intentions are discussed based on previous research. 

These included materialism, status consumption, money as a motivator, impulsive 

buying, social comparison and attitude towards credit. In Section 3.6, a model of the 

determinants of Generation Y students’ credit usage intentions is proposed. 

Chapter 4 explains the approach and research methodology followed to reach the 

empirical objectives of this study. The research design is described in Section 4.2. This 

study followed a conclusive descriptive research design using a single cross-sectional 

approach in which information was gathered from one sample of participants drawn from 

the target population used in the study only once. Section 4.3 discusses the sampling 

design procedure that was followed in this study. The target population is defined in 

Section 4.3.1 as being Generation Y students, between the ages of 18 and 26 years, 
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enrolled at South African registered public HEIs in 2017. The sampling frame for this study 

is described in Section 4.3.2 and Section 4.3.3 outlines the sample procedure. Section 

4.3.4 discussed why a sample size of 700 participants was chosen, based on the 

statistical analysis techniques used. The research instrument used was a self-

administered questionnaire based on validated scales from previous studies, which is 

described in Section 4.4. Section 4.5 describes the administration of the questionnaire 

and Section 4.6 the data preparation process. Next, Section 4.7 discusses all of the 

statistical analysis techniques used to reach the empirical objectives set out in Chapter 

1. Following the research methodology outlined in Chapter 4, Chapter 5 reports on the 

analysis and interpretation of the data gathered from the selected participants. The results 

address the five empirical objectives formulated in Chapter 1 of the study. The results 

from the pilot test are discussed in Section 5.2, followed by a description of the data 

gathering process in Section 5.3 and the preliminary data analysis in Section 5.4. Section 

5.5 is a description of the demographic profile of the participants to establish that they 

resemble the target population. Section 5.6 describes the actual credit use by the 

participants, including how many use credit, their reasons for using credit and if they are 

struggling to repay their debt. Section 5.7 reports on the exploratory factor analysis, 

whereby the seven factors predicted by the literature were extracted. In Section 5.8, a 

description of the mean, standard deviation, variance, skewness and kurtosis values of 

the data are given. The multi-collinearity assessment is in Section 5.9. There nomological 

validity proposed for inclusion the model developed in this study is discussed in Section 

5.10. Given that there was a statistically significant positive correlation between each pair 

of latent factors in the proposed model, the model was deemed suitable for structural 

equation modelling. Section 5.11 repeats the various hypotheses for this study presented 

in Chapter 1. Thereafter, the confirmatory factor analysis and path model results are 

reported in Section 5.12. Section 5.13 compares the male and female participants’ 

attitude towards credit and credit usage intentions. 

In the following section, the main findings of the study are discussed. 

6.3 MAIN FINDINGS OF THE STUDY 

This section is a discussion on the research findings based on the empirical objectives 

formulated in Section 1.3.3 of Chapter 1. 
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The first empirical objective was to determine Generation Y students’ actual credit use, 

including the types of credit used, sources of income credit purchases, debt management, 

reasons for credit use, credit applications and financial concerns. It was determined that 

73 percent of the participants were dependent on parents, family and friends as their main 

source of income. This is lower than previous studies which found that 85 percent of 

students are dependent on parents, family and friends (Anon, 2017d). Credit was also 

common among the students with 71 percent of the participants using some form of credit, 

mainly NSFAS loans. Of the participants’ 48 percent indicated that they use NSFAS. This 

corresponds closely with NSFAS claims that 45 percent of South African students depend 

on NSFAS funds for their studies (Shezi, 2017; Gumede, 2016). 

Textbooks, clothes, cell phones and groceries made out the majority of credit purchases. 

Previous studies had similar results with clothing being students’ biggest expense (Anon, 

2017d). Only 16 percent of participants indicated having problems repaying their loans. 

Most students were concerned about financing their tuition, 51 percent were concerned 

with class fees, 36 percent with accommodation and 33 percent with textbooks.  

The second empirical objective sought to determine Generation Y students’ materialism, 

status consumption, social comparison and impulsive buying tendencies and their attitude 

towards money and credit and credit usage intentions in the South African context. The 

computed results suggest that Generation Y students have materialistic tendencies, are 

motivated by money and have a moderately positive attitude towards credit. This is similar 

to findings by Duh et al. (2015:259) who postulated that materialism is one method by 

which South African youth cope with family disruptions. That being said, they do not 

appear to have social comparison, status consumption or impulse buying tendencies. In 

addition, they also do not seem to have strong credit usage intentions.  

The third empirical objective was to test whether credit usage intentions amongst 

Generation Y students is a seven-factor structure consisting out of materialism, status 

consumption, money as a motivator, impulsive buying, social comparison attitude towards 

credit and credit usage intentions. The results of the confirmatory factor analysis indicate 

that the determinants of Generation Y students’ credit usage intentions is indeed a seven-

factor structure. In addition, the model exhibits acceptable internal-consistency and 

composite reliability, together with construct validity and acceptable model fit. 
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The fourth empirical objective was to test the influence of materialism, status 

consumption, social comparison, impulsive buying, money as a motivator and attitude 

towards credit on credit usage intentions among Generation Y students using path 

analysis. In the original model it was predicted that materialism, status consumption, 

impulsive buying, social comparison, money as a motivator and credit attitude would all 

have a significant direct positive influence on credit attitude, which, in turn, would be a 

significant positive predictor of credit intentions. While the path between attitudes towards 

credit and credit usage intentions was statistically significant, the paths between 

materialism, status consumption, money as a motivator, social comparison and credit 

attitude were not statistically significant. As such, this model was discarded and an 

alternative model specified. A revised structural model was then specified, which found 

that materialism and status consumption tendencies influence Generation Y students’ 

attitude towards money, which, together with impulse buying and social comparison 

tendencies, influences their attitude towards credit and consequent credit usage 

intentions. The revised model also had improved AIC and CAIC indices, indicating an 

improved model.  

This improved model is depicted in Figure 6-1. 

Materialism

Status 

Consumption

Social 

Comparison

Impulsive 

Buying

Money as a 

Motivator

Attitude 

towards Credit

Credit 

Intentions

 

Figure 6-1: Model of the attitudes that determine credit usage intentions among 

Generation Y students 
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Previous studies have had similar findings. People judge their own lives and that of others 

by their income and possessions. Financially successful people are associated with 

positive qualities while less successful people are associated with negative qualities such 

as being maladjusted and unhappy (Furnham, 1984:501). Research shows consumers 

evaluate their own success and possessions by comparing themselves to others  

(Tiggemann et al., 2018:91; Yoon et al., 2016:801; 802).Thus people from a lower 

socioeconomic status, from unequal societies or who grow up feeling disadvantaged, 

escape feelings of inadequacy by embracing materialistic values and goals (Kim et al., 

2017:373; Watson, 2015:134). They also spend money on status and luxury products to 

improve their image. This spending is also often financed by going into debt (Ordabayeva 

& Chandon, 2010:27). This may be why materialism is an important variable in predicting 

a consumer’s propensity for incurring debt (Ponchio & Aranha, 2008:21). Thus inequality 

may lead to greater materialism and status consumption which in turn leads to greater 

indebtedness.  

The fifth empirical objective was to determine the influence gender has on Generation Y 

students’ attitude towards credit and credit usage intentions. The findings indicate that 

there are no statistically significant differences between males and females concerning 

their attitude towards credit and credit usage intentions.  

The following section outlines the contribution made by the study. 

6.4 CONTRIBUTION OF THE STUDY 

Credit plays an essential role in the economy in that it allows consumers to purchase 

products and services they cannot ordinarily afford and thus stimulates economic growth. 

However, credit may also become a heavy burden, as discussed earlier, as many 

consumers become over-indebted, which then traps them in a debt spiral from which it 

becomes difficult to escape. Generation Y students were chosen as the target population 

since Generation Y makes up 35 percent of the South African population and although 

many are unemployed those who successfully finish their studies will have a higher future 

earning potential as well as a higher social status within their communities (Statistics 

South Africa, 2018; Van der Merwe et al., 2018; Noble et al., 2009:617). 
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According to the theory of planned behaviour, attitudes determine intentions and 

intentions leads to behaviour. This study aimed to determine the effect materialism, status 

consumption, social comparison, impulsive buying and money as a motivator has on 

attitude towards credit and how attitude towards credit, in turn, determine credit usage 

intentions among Generation Y students. The results of the path analysis in structural 

equation modelling were that impulsive buying, social comparison and money as a 

motivator have a significant direct positive influence on credit attitude, which in turn have 

a significant direct positive influence on credit usage intentions. This is supported by the 

literature. Not only are modern consumers much more positively disposed towards credit 

than in the past, children have also grown up seeing their parents using credit normalising 

being indebted early on. Impulsive buyers also tend to have a more positive view of credit, 

as it allows them to indulge in impulsive spending, as do people who are more motivated 

by money. The results also show that that materialism and status consumption have a 

significant direct positive influence on money as a motivator, which then, in turn, 

influences attitude towards credit. This seems logical given that both materialistic and 

status consumption tendencies are likely to create a more positive attitude towards money 

as money is the very instrument required to satisfy these two tendencies. Unfortunately, 

this also leads to a more positive attitude towards credit. 

This study confirms the findings of previous studies which linked materialism, status 

consumption, social comparison, attitude towards money and impulsive buying towards 

a greater propensity towards becoming indebted (Harnish et al., 2018:190; Chipp et al., 

2011:130; Palan et al., 2011:90; Robb & Sharpe, 2009:26; Ponchio & Aranha, 2008:21). 

Although these and other studies have linked these constructs to credit use this is the first 

model to combine all of the constructs in one working model. It also suggests that the 

growing levels of inequality may be contributing to the growing number of over-indebted 

consumers.  

It is essential to the economy and for sustainable economic growth that South African 

consumers develop healthy credit patterns. To do this several things will need to be done. 

Firstly the financial literacy levels of South African consumers will have to be increased. 

Previous research has shown that while financial literacy does not always act as a 

deterrent towards debt it may allow consumers to choose better and more affordable 
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financial options (Rootman & Antoni, 2015:474; Hogarth, 2002:14). Secondly, the high 

level of inequality in South Africa will also have to be addressed. This can be done through 

education and economic growth. Education can also help in changing attitudes towards 

possessions and status consumption. The recommendations are discussed in more detail 

in the next section. 

6.5 RECOMMENDATIONS 

The life cycle theory holds that “consumption and savings decisions of households at 

each point in time reflect a more or less conscious attempt at achieving the preferred 

distribution of consumption over the life cycle, subject to constraints imposed by 

resources accruing to the household over its lifetime” (Hurwitz & Luiz, 2007:110; 130; 

Davies & Lea, 1995:663). Students grow up accustomed to a certain lifestyle provided by 

their parents. They expect higher future earning and believe the lower income levels they 

are experiencing are temporary. Therefore, they are willing to use credit to maintain their 

spending (Hurwitz & Luiz, 2007:110; 130; Davies & Lea, 1995:663). However, excessive 

debt becomes a barrier to many in completing their degrees and the effects of being over-

indebted, such as being blacklisted, can impede their employability. In accordance with 

the findings of the current study, this section outlines several recommendations 

concerning Generation Y credit use. Another factor that appeared from the research is 

the effect of inequality. The theory of relative deprivation refers to dissatisfaction and 

resentment a person feels when he or she observes others enjoying outcomes they desire 

and feel that they are entitled to in life (Kim et al., 2017:374). People deal with relative 

deprivation in various ways, increased credit use being one of them (Kim et al., 2017:388). 

Therefore, people who feel deprived will buy products they cannot afford, with credit, 

which leaves them unable to repay their debts. Based on the findings of the study several 

recommendations can be made. 

6.5.1 Monitor student credit use 

Most participants reported that they were able to keep up with payments. The 

restructuring of NSFAS from loans to bursaries for students from households earning less 

than R350 000 per annum will potentially increase student participation (Mabuza, 2018). 

However, many students from poor households are still dependent on loans for expenses 
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like transport and accommodation. It would benefit universities to monitor student credit 

use to identify potential problems and trends in student credit use. This proactive 

approach may be able to identify problems early on and help prevent students from 

becoming over-indebted, which often becomes a barrier to student participants and 

increases attrition rates.  

6.5.2 Use education to foster youth financial literacy  

Both internal and external factors push students towards credit use. The findings indicate 

that several psychological tendencies increase students’ credit usage intentions. 

Previous studies have explored student financial literacy and its effect on actual credit 

use. The results were that while financial education can assist students in making better 

financial decisions it does not lower credit use or prevent students from becoming over-

indebted (Shapiro & Burchell, 2012:2; Lown, 2011:54).  

Financial education will only lead to better financial decisions if students recognise the 

importance of it and apply the knowledge they gain. However, students are often 

apathetic and lack the motivation to seek financial knowledge. Educational courses also 

assist more in behavioural rather than attitudinal modifications. As such, students need 

to understand that their current financial decisions will have an impact on their future 

economic well-being and financial freedom. To foster greater engagement, financial 

literacy courses may also need a practical element such as preparing household budgets 

and comparing different financial products and their cost. Financial literacy courses 

should also equip students to find information on the different types of credit, lowest 

interest rates, penalty charges and reward programmes. Financial literacy will only 

contribute to responsible credit use if it leads to greater financial self-efficacy, which, in 

turn, may lead to self-control and financial discipline. Responsible spending will reduce 

the default rates and recovery costs for credit providers. As such, universities can work 

together with credit providers to develop and reinforce responsible credit usage among 

students. These collaborations make financial planning courses more relevant as well as 

provide independent and unbiased views on credit products. It may be necessary for 

financial literacy to be included in primary school education level and be a compulsory 

course for university students.  
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6.5.3 Implement government regulation 

Many South Africans lack the knowledge and experience to make informed financial 

decisions. This leaves them vulnerable to exploitation and unethical marketing 

(Rampersad & Reddy, 2012:7407). This includes micro lenders charging extravagant 

rates and confiscating ID books and bank cards (Ryan, 2017; Hartley, 2015). In an effort 

to protect consumers from such unethical practices, the government has enacted the 

NCA (Kelly-Louw, 2008:200).  

The NCA, generally, has been well received and has been credited with mitigating the 

damage from the 2008 recession (Marais, 2009; Ntingi, 2008). Complaints still surface 

about the financial industry, including reckless lending and exorbitant interest rates. This 

is mainly due to the lack of enforcement of existing laws and not necessarily indicative 

that more laws are needed (Hlatshaneni, 2018). Government should thus focus on 

enforcing existing laws first instead of adding more onerous laws that may discourage 

entrepreneurs and investment.  

6.5.4 Encourage parental involvement in fostering financial literacy  

Attitude towards money is shaped during a child’s formative years. Lifestyle, upbringing 

and family structure all play a role in children’s attitudes towards money and possession. 

Many children grow up in over-indebted homes where parents use credit to fund lifestyles 

they cannot afford. Other children grow up in homes where possession serve as a 

replacement for affection and parents indulge children and create unrealistic expectations 

(Britt, 2016:543; Ungerer, 2014:1). It is often not until they start working and earning 

money that Generation Y starts taking any responsibility for their personal finances. 

Parents want the best for their children and this should include being financially 

empowered and equipped to make the right financial decisions. This involves parents not 

only setting a responsible example and teaching children the necessary skills but also 

material and social attitudes that do not judge an individual’s value and success based 

on material possessions.  
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6.5.5 Encourage ethical behaviour by credit providers 

Credit providers see students as an attractive market due to their higher future earning 

potential and their role as trendsetters and influencers (Noble et al., 2009:617). This has 

promoted credit providers to design several products aimed specifically at students, not 

only traditional student loans but also credit cards and store cards (Goko, 2013). Many 

students are naïve and do not understand financial products or how compound interest 

can increase the amount they will have to repay. Very few students work for and earn 

their own money, with most being dependent on their parents who end up paying the debt 

the students incurred. Credit providers need to ensure students first, understand the credit 

products they are choosing and secondly, are able to repay their debt. This should be a 

more profitable long-term strategy than burdening students with the highest amount of 

debt they are allowed and then struggling to collect the debt. 

6.5.6 Encourage informal support network for university students  

Students are often hesitant to ask financial advice from credit providers and few have 

access to financial advisors. Therefore, financial behaviour is often learnt through informal 

support networks such as family and friends. Family and friends are also often their 

primary source of information and parents often repay debts students incur. As such, 

students should seek out informal support groups, be it family, friends, employers or 

academic staff members who have the necessary skills to assist them in financial 

decision-making and provide guidance in circumstances where students lack experience 

or knowledge.  

6.5.7 Decrease inequality 

Inequality is a major driver of status consumption and credit use. People seek to project 

their social status and success by displays of wealth. As societal inequality increases 

status consumption increases and it is often the poor who can least afford it who engage 

in status consumption, often by borrowing (Chipp et al., 2011:130). There are several 

ways in which inequality can be decreased but one of the most effective ways is by 

providing quality education to all children. Research indicates that higher educational 

attainment and a more equal distribution of education plays a significant role in lowering 

income inequality (Gregorio & Lee, 2002:395). Currently, estimates are that between 70 
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and 80 percent of schools are dysfunctional (Wilkinson, 2015). Children from 

dysfunctional schools are less likely to finish school or attend university and, thus, less 

likely to find employment. People with higher levels of education earn more and are less 

likely to be unemployed than those with less qualifications (Skosana, 2018; Spaul, 2016). 

Improving the education system will not only address inequality but also alleviate 

problems like unemployment, poverty and high crime levels.  

6.6 LIMITATIONS AND FUTURE RESEARCH OPPORTUNITIES 

This study measured the attitudes influence credit intentions among Generation Y 

students. This study had certain inherent limitations that may present several future 

research opportunities.  

The primary limitation of this study is that it involved a cross-sectional study that employed 

a non-probability convenience sample of participants. While the scales have proved 

robust in previous studies attitudes may change over time and in response to situational 

factors. This suggests future research employing a longitudinal design may determine 

how attitudes towards credit use change over time and due to factors such as interest 

rate hikes. Although care was taken to ensure the participants were representative of the 

target population, care needs to be taken in generalising the results to the whole target 

population as this study employed non-probability convenience sampling. Furthermore, 

since the responses are self-reported, participants may deliberately or unintentionally 

volunteer incorrect information. 

A comparative study on the same topic using student and non-student samples of young 

adults or an intergenerational study incorporating different generations could also yield 

valuable information on the credit usage intentions of South African consumers.  

6.7 CONCLUSION 

In conclusion, South Africa, like many other countries, has experienced a pro-consumer-

credit shift, which shows no signs of abating. Although many consumers have benefited 

from easy credit, many become over-indebted and suffer the consequences. This study 

shows that there are several reasons for South Africans embrace of credit. First, there 

are practical considerations and many consumers use credit to access future income in 



 

159 

order to buy essentials such as food. Other consumers finance a higher standard of living 

in the expectation of a higher future income. Of course, many consumers also do so in 

response to the growing inequality. Research has shown that as inequality rises and 

relative deprivation increases people become more materialistic, more given to social 

comparison and more likely to engage in status consumption to improve their public 

image. Since many consumers cannot afford to do so, they turn to credit to finance their 

spending. This study shows that not only does credit attitude influence credit intentions 

as predicted by the theory of planned behaviour but also social comparison, people 

comparing their position and possessions to others. In order for the growth in consumer 

credit to be sustainable and beneficial much more needs to be done by credit providers, 

educators, parents and government to encourage healthy credit use. 
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APPENDIX A 

QUESTIONNAIRE 

 

 

CREDIT USAGE INTENTIONS AMONG GENERATION Y STUDENTS 

 

Dear Student 

 

My name is Pieter van Schalkwyk and I am a PhD student at the North-West University, Vaal Triangle 

Campus under the supervision of Professor Ayesha Bevan-Dye.  

 

The purpose of this study is to determine how materialism and status consumption influence credit usage 

intentions. The study specifically focuses on Generation Y students as Generation Y make up 40 percent 

of South Africa’s total population and students are recognised to be the leaders of the tomorrow. Generation 

Y refers to individuals born between 1986 and 2005.  

 

Please take a few minutes to complete the attached questionnaire. It should not take you longer than 20 

minutes. All responses are confidential and will merely be outlined in the form of statistical data in the 

analysis. Data will only be used for research purposes. 

 

Thank you for your valuable contribution to this study. 

PJ van Schalkwyk 

North-West University 

083 464 2756 

Schalkpjvs@gmail.com 
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Questionnaire 

Section A: Demographical information 

Please mark each question with a cross (X) in the appropriate box.  

A1. Name of 

Institution 

Traditional 

university: 

Campus A 

Traditional 

university: 

Campus B 

University of 

technology 

Comprehensive 

university 

 

A2. Age >18 18 19 20 21 22 23 24 25 26 26< 

 

A3. Gender Male Female 

 

A4. Academic year First 

year 

Second 

year 

Third year Fourth year  Post 

graduate 

 

A5. Home 

Province 

1. Gauteng 2. Eastern 

Cape 

3. Limpopo 4. KwaZula-

Natal 

5. Mpumalanga 

  6. Western 

Cape 

7. Northern 

Cape 

8. North-

West 

9. Free State 10. International 

student 

 

A6. Home 

Language 

 1. Xitsonga 2. Sesotho 3. siSwati 4. Sesotho sa 

Leboa 

5. TshiVenda 6. Setswana 

 7. isiNdebele 8. English 9. Afrikaans 10. isiZulu 11. isiXhosa 12. Other 
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Section B: Current Credit Usage 

Please indicate all the options that apply to you at each question making a cross (X) in the appropriate block 

B1. Please indicate which types of credit you currently use 

(select all that applies to you) 

1. I do not use any credit 

2. NSFAS 3. Personal loan 4. Micro loan 5. Student loan 

6. Loan from family or 

friends 

7.Store cards/account 8. Credit Card 9. Cell phone contract 

10. Other, please specify:    

 

B2. What is your main sources of income? (select all that applies to you) 

1. Bursary 2. Loan 

3. I work part-time/fulltime 4. Parents, family or friends or partner 

 

B3. What have you recently purchased on credit? (select all that applies to you) 

1. Electronics such as a 

TV, PC or Laptop 

2. Furniture 3. Cell-phone contract 4. Fuel or travel 

expenses 

5. Medical expenses 6. Textbooks 7. Health and beauty 8. Entertainment 

9. Food and groceries 10. Clothes 11. Jewellery 12. Other 
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B4. How are you managing your debt/payments? 

1. I am behind on my payments 2. I am struggling to keep up 3. I keep up but struggle from 

time to time 

4. I easily keep up 5. I do not pay my own 

accounts 

 

B5. Please indicate which of the following influence your decision to use credit? (select all 

that applies to you) 

1. Interest free accounts 2. Discounts and promotions 3. Prestige 

4. Loyalty points 5. Safer than carrying cash 6. Availability of emergency 

funds 

7. It is more convenient 8. Ability to pay later 

 

B6. Which funding options have you researched or applied: (select all that applies to you) 

1. NSFAS 2. Government bursaries 3. Private sector bursaries 

4. Eduloan 5. Student loans from banks 6. Bursaries from universities 

 

B7. What is your biggest financial concerns? (select all that applies to you) 

1. Class fees 2. Loans 3. Textbooks 

4. Food 5. Travel 6. Residence fees/rent 

7. Other, please specify:    
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Section C: Credit attitude 

Please indicate the extent to which you agree or disagree with each of the following statements using a 

cross (X) in the appropriate block where 1= strongly disagree and 6= strongly agree. 

 

S
tr

o
n

g
ly

 D
is

a
g

re
e
 

D
is

a
g

re
e
 

S
li

g
h

tl
y

 D
is
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g
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S
li

g
h

tl
y

 A
g
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e
 

A
g

re
e
 

S
tr

o
n

g
ly

 A
g

re
e 

C1M I admire people who own expensive homes, cars and 

clothes 
1. 2. 3. 4. 5. 6. 

C2M The things I own say a lot about how well I’m doing in 

life 
1. 2. 3. 4. 5. 6. 

C3M Buying things gives me a lot of pleasure 1. 2. 3. 4. 5. 6. 

C4M I like a lot of luxury in my life 1. 2. 3. 4. 5. 6. 

C5M My life would be better if I owned certain things I don’t 

have 
1. 2. 3. 4. 5. 6. 

C6M I’d be happier if I could afford to buy more things 1. 2. 3. 4. 5. 6. 

C7S I would buy a product just because it has status 1. 2. 3. 4. 5. 6. 

C8S I am interested in new products with status 1. 2. 3. 4. 5. 6. 

C9S I would pay more for a product if it had status 1. 2. 3. 4. 5. 6. 

C10S The status of a product is important to me 1. 2. 3. 4. 5. 6. 

C11AM Money is a symbol of success 1. 2. 3. 4. 5. 6. 

C12AM Money represents personal achievements 1. 2. 3. 4. 5. 6. 

C13AM Money is motivation 1. 2. 3. 4. 5. 6. 

C14AM I am motivated to work hard for money 1. 2. 3. 4. 5. 6. 
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C15IB I often buy things spontaneously 1. 2. 3. 4. 5. 6. 

C16IB ‘Just do it’ describes the way I buy things 1. 2. 3. 4. 5. 6. 

C17IB I often buy things without thinking 1. 2. 3. 4. 5. 6. 

C18IB ‘I see it, I buy it’ describes me 1. 2. 3. 4. 5. 6. 

C19IB Sometimes I feel like buying things on the spur of the 

moment 
1. 2. 3. 4. 5. 6. 

C20IB I buy things according to how I feel at the moment 1. 2. 3. 4. 5. 6. 

C21IB I do not plan most of my purchases 1. 2. 3. 4. 5. 6. 

C22IB Sometimes I am a bit reckless about what I buy 1. 2. 3. 4. 5. 6. 

C23SOC When I see what others own, such as clothes or a car, I 

often wish I could own it too 
1. 2. 3. 4. 5. 6. 

C24SOC I often compare what I have with what my friends have 1. 2. 3. 4. 5. 6. 

C25SOC I would be happy if I had nicer things than other people 1. 2. 3. 4. 5. 6. 

C26SOC I often compare my possessions with those that other 

people have 
1. 2. 3. 4. 5. 6. 

C27SOC When I see someone with newer technology than I have 

(e.g. cell phone, MP3 player), I want to go out and get it 

myself 

1. 2. 3. 4. 5. 6. 

C28SOC I often learn about new things I want to own by seeing 

what my friends and other people I admire have 
1. 2. 3. 4. 5. 6. 

C29SOC I feel poor compared to most of my friends 1. 2. 3. 4. 5. 6. 

C30SOC I often buy things I can’t really afford so that I will look 

better for my friends   
1. 2. 3. 4. 5. 6. 

C31CA Credit cards are a status symbol 1. 2. 3. 4. 5. 6. 
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C32CA Credit cards and credit accounts help people build a credit 

history 
1. 2. 3. 4. 5. 6. 

C33CA Credit cards and credit accounts are a convenient way for 

people to make purchases 
1. 2. 3. 4. 5. 6. 

C34CA Credit cards and credit accounts are necessary for people 

to get ahead in life 
1. 2. 3. 4. 5. 6. 

C35CA Credit cards and credit accounts are an essential part of 

today’s lifestyle 
1. 2. 3. 4. 5. 6. 

C36CA Credit cards and credit accounts are a good thing because 

they allow people to enjoy their lives 
1. 2. 3. 4. 5. 6. 

C37CA Credit cards and credit accounts are a good idea because 

they allow people to have what they need and desire now, 

and pay for it later 

1. 2. 3. 4. 5. 6. 

C38CI I plan on applying for a credit card when I start working 1. 2. 3. 4. 5. 6. 

C39CI I plan on applying for credit accounts (e.g., store cards, 

loans, cell phone contracts) when I start working 
1. 2. 3. 4. 5. 6. 

C40CI I plan on applying for the highest credit limit that I qualify 

for when I start working 
1. 2. 3. 4. 5. 6. 

C41CI I plan on applying for vehicle finance to buy a car when I 

start working 
1. 2. 3. 4. 5. 6. 

C42CI I plan on buying on credit in the future 1. 2. 3. 4. 5. 6. 

C43CI I am likely to buy on credit in the future 1. 2. 3. 4. 5. 6. 

C44CI If given the opportunity, I would buy on credit 1. 2. 3. 4. 5. 6. 

 


